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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

Mark one
QU)ARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 2006
Or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number 1-14037

Moody’s Corporation

(Exact name of registrant as specified in its chaetr)

Delaware 13-399894E

(State of Incorporation) (I.R.S. Employer
Identification No.)

99 Church Street,
New York, N.Y. 10007
(Address of Principal Executive Offices) (Zip Code)
Registrant’s telephone number, including area code:
(212) 553-0300

Indicate by check mark whether the registrant @l filed all reports required to be filed by Seatid 3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated fileilx] Accelerated filer (I Non-accelerated filer I
Indicate by checkmark whether the registrant isedl company (as defined in Rule 12b-2 of the ExgjeaAct). Yes[O No

Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date:

Title of Each Class Shares Outstanding at March 31, 2006
Common Stock, par value $0.01 per st 290.8 million
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

Revenue
Expense:!

MOODY’'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(Amounts in millions, except per share data)

Operating, selling, general and administra
Depreciation and amortizatic

Total expense

Operating incom:

Interest and other n-operating income (expense), |

Income before provision for income tay
Provision for income taxe

Net income

Earnings per shal
Basic

Diluted

Weighted average shares outstant

Basic
Diluted

Three Months Ended

March 31,

2006 2005
$ 440.2 $ 390:
192t 169.4
9.4 8.€
201.¢ 178.(
238.3 212
34 (5.9)
241.7 207.:
95.t 88.€
$ 146.2 $ 118.5
$ 0.5C $ 0.4C
$ 0.4¢ $ 0.3¢
290.5 299.(
299.t 306.]

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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MOODY'S CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(Amounts in millions, except share and per share da)

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowances of $13.8006 and $12.7 in 20(
Other current asse
Total current asse
Property and equipment, r
Prepaid pension cos
Goodwill
Intangible assets, n
Other asset
Total asset

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued liabilit
Deferred revenu
Total current liabilities
Non-current portion of deferred reven
Notes payabli
Other liabilities
Total liabilities

Contingencies (Note ¢
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s0ares authorized; no shares is¢
Series common stock, par value $.01 per shareP@@OO0 shares authorized; no shares is
Common stock, par value $.01 per share; 1,000,000:0ares authorized; 342,902,272 shares i
at March 31, 2006 and December 31, 2
Capital surplu
Retained earning
Treasury stock, at cost; 52,139,729 and 52,604shades of common stock at March 31, 2006 and
December 31, 2005, respectivi
Accumulated other comprehensive income (li
Total shareholde’ equity
Total liabilities and sharehold¢ equity

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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March 31, December 31
2006 2005
$ 495.¢ $ 486.(
109.1 94.t
422.¢ 421.¢
35.C 49t
1,062.¢ 1,051.¢
58.: 55.4
55.4 56.4
153.7 152.1
69.1 70.€
103.1 70.7
$1,502. $ 1,457..
$ 205.C $ 279.¢
344 ¢ 299.1
550.1 578.¢
81.C 75.7
300.C 300.C
189.1 193.2
1,120.: 1,147.¢
3.4 34
277.1 240.¢
1,565.¢ 1,419.:
(1,464.9 (1,353.)
0.2 (0.9
382.2 309.4
$ 1,502. $ 1,457..
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MOODY'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(Amounts in millions)

Cash flows from operating activitir
Net income
Reconciliation of net income to net cash providgmperating activities
Depreciation and amortizatic
Stocl-based compensation expel
Excess tax benefits from stc-based compensation pla
Changes in assets and liabiliti
Accounts receivabl
Other current asse
Prepaid pension cos
Other asset
Accounts payable and accrued liabilit
Deferred revenu
Other liabilities
Net cash provided by operating activit
Cash flows from investing activitie
Capital addition:
Purchases of marketable securi
Sales and maturities of marketable secur
Cash paid for acquisitions, net of cash acqu
Net cash used in investing activiti
Cash flows from financing activitie
Net proceeds from stock pla
Cost of treasury shares repurcha
Excess tax benefits from stc-based compensation pla
Payment of dividend
Payments under capital lease obligati
Net cash (used in) provided by financing activi
Effect of exchange rate changes on cash and casvadmnts
Increase in cash and cash equival
Cash and cash equivalents, beginning of the pi
Cash and cash equivalents, end of the pe

Three Months Ended

March 31,

2006 2005
$ 146.2 $118.%
9.4 8.€
13.€ 16.€
(61.5) 21.7
(0.5) (4.6)
14.€ (8.7)
1.0 0.7
(33.7) (4.2
4.4 (33.5
50.€ 334
(4.6) 4.5
140.1 153t
(6.7) (5.5

(229.7) —
215.¢ 3.C

(2.0) —
(22.4) (2.5)
51.1 32.€

(201.9) —

61.t —
(20.4) (11.2)
- (0.2
(109.6) 21.4
1.8 (1.5)
9.9 170.¢
486.( 606.]
$ 495. $777.C

The accompanying notes are an integral part of¢inelensed consolidated financial statements.
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)
(tabular dollar and share amounts in millions, excpt per share data)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATICN

Moody’s Corporation (“Moody’s” or the “Company”) & provider of (i) credit ratings, research andysigs covering fixed income
securities, other debt instruments and the entitiasissue such instruments in the global capitalkets, and credit training services and
(i) quantitative credit risk assessment produais services and credit processing software for arderporations and investors in credit-
sensitive assets. Moody’s operates in two repartabyments: Moody’s Investors Service and MoodyWB/K*MKMV”). Moody'’s Investors
Service publishes rating opinions on a broad rarigeedit obligors and credit obligations issuedldmestic and international markets,
including various corporate and governmental olikges, structured finance securities and commepagker programs. It also publishes
investor-oriented credit research, including intle@search on major issuers, industry studiesiapeomments and credit opinion
handbooks. The MKMV business develops and distebguantitative credit risk assessment productsandces and credit processing
software for banks, corporations and investorgédlit-sensitive assets.

The Company operated as part of The Dun & Brads@eeporation (“Old D&B”) until September 30, 200e “Distribution Date”),
when Old D&B separated into two publicly traded gamies—Moody’s Corporation and The New D&B Corpmaf“New D&B”). At that
time, Old D&B distributed to its shareholders sisané New D&B stock. New D&B comprised the busine$©ld D&B’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management sergitg was renamed “Moody’s Corporation”. The methwdavhich Old D&B distributed to
its shareholders its shares of New D&B stock ieimafter referred to as the “2000 Distribution”.

For purposes of governing certain ongoing relatigrs between the Company and New D&B after the 2Di@@ribution and to provide
for an orderly transition, the Company and New Dé&ered into various agreements including a Distitm Agreement (the “2000
Distribution Agreement”), Tax Allocation Agreeme#tnployee Benefits Agreement, Shared Transactiovic&s Agreement, Insurance and
Risk Management Services Agreement, Data Servigeseinent and Transition Services Agreement.

These interim financial statements have been peearaccordance with the instructions to Form 18nQ should be read in
conjunction with the Company’s consolidated finahstatements and related notes in the Compan$s aanual report on Form 10-K filed
with the Securities and Exchange Commission on Mar@006. The results of interim periods are rmassarily indicative of results for the
full year or any subsequent period. In the opirdbmanagement, all adjustments (consisting of nbrewurring accruals) considered
necessary for a fair presentation of financial f@sj results of operations and cash flows at ttesland for the periods presented have been
included. The year-end condensed balance sheetvdatderived from audited financial statementsdmets not include all disclosures
required by accounting principles generally acagriehe United States of America. Certain prioalyamounts have been reclassified to
conform to the current year presentation.

In February 2005, Moody’s Board of Directors deetha two-for-one stock split to be effected asexih stock distribution of one
share of common stock for each share of the Comipamymmon stock outstanding, subject to stockhageroval of a charter amendmen
increase the Company’s authorized common shares4fi® million shares to 1 billion shares. At thenfany’s Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaiment. As a result, stockholders of record as@fctose of business on May 4, 2005
received one additional share of common stock &oheshare of the Company’s common stock held ardtita (the “Stock Split”). Such
additional shares were distributed on May 18, 2@0B5prior period share, per share and equity awaformation have been restated to ref
the Stock Split.
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

2. STOCK-BASED COMPENSATION

On January 1, 2006, the Company adopted, undenditéfied prospective application method, the failue method of accounting for
stock-based compensation under Statement of Figlafccounting Standards (“SFAS”) No. 123 (Revis@94) “Share-Based
Payment” (“SFAS No. 123R"). Under this pronouncetmenompanies are required to record compensatiparee for all share-based
payment award transactions granted to employeesilmsthe fair value of the equity instrument attilme of grant. This includes shares
issued under employee stock purchase plans, spiins, restricted stock and stock appreciatiohtsigPreviously, on January 1, 2003, the
Company adopted, on a prospective basis, the dtievmethod of accounting for stock-based compemsander SFAS No. 123,
“Accounting for Stock-Based Compensation”.

In the first quarter of 2006, the incremental comgation expense due to the adoption of SFAS NoRX2Rised income before
provision for income taxes to decrease by $1.5anillnet income to decrease by $0.9 million and#&6.01 impact on basic earnings per
share and no impact on diluted earnings per shagaldition, prior to the adoption of SFAS No. 123&sh retained as a result of tax
deductions relating to stodkased compensation was presented in the condeossdlidated statements of cash flows as operating ftows
along with other tax cash flows, in accordance whhprovisions of Emerging Issues Task Force (FE)INo. 00-15, “Classification in the
Statement of Cash Flows of the Income Tax BenefitdRred by a Company upon Exercise of a NonqudlEmployee Stock Option” EITF
00-15"). SFAS No0.123R supersedes EITF 00-15, am8idsS No. 95, “Statement of Cash Flowaid requires tax benefits relating to ex
stock-based compensation deductions to be prospbcfiresented in the condensed consolidated staisnof cash flows as financing cash
flows. As a result of this change in presentat#81.5 million of excess tax benefits from stockdzhsompensation was recorded as a cash
flow from financing activities as opposed to opergactivities.
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

The condensed consolidated statements of operaticiusle pre-tax compensation expense of $13.9aniind $16.9 million for the
three months ended March 31, 2006 and 2005, regelsctrelated to stockased compensation plans. The total income taxfibe@eognizec
in the income statement for stock-based compemsptams was $5.4 million and $6.9 million for thede months ended March 31, 2006 and
2005, respectively. There was no compensation esgeapitalized for the three months ended Marcl2826 or 2005. The 2005 expense
includes approximately $9.1 million relating to thecelerated expensing of equity grants for emgleyeho were at or near retirement
eligibility as defined in the related Company stpténs. The 2005 expense is less than that whiehdamave been recognized if the fair ve
method had been applied to all awards since tlyggnatieffective date of SFAS No. 123 rather thaimpapplied prospectively as of
January 1, 2003. Had the Company determined staskebcompensation expense using the fair valueoth@ittovisions of SFAS No. 123
since its original effective date, Moody’s net ine® and earnings per share for 2005 would have teskrted to the pro forma amounts
shown below. The pro forma amounts for 2005 inclimeeffect of the $9.1 million pre-tax charge dissed above.

Three Months Endec
March 31, 2005

Net income!
As reportec $ 118.7
Add: Stocl-based compensation expense included in reporteidemhe, net of ta 10.C
Deduct: Stock-based compensation expense determirdst the fair value method, net
of tax (11.7)
Pro forma net incom $ 117.C

Basic earnings per shal

As reportec $ 0.4C

Pro forma $ 0.3¢
Diluted earnings per shar

As reportec $ 0.3¢

Pro forma $ 0.3¢

The fair value of each option award is estimatedhendate of grant using the Black-Scholes optidaipy model that uses the
assumptions noted in the following table. The eigedividend yield is derived from the annual dend rate on the date of grant. The
expected stock volatility is based on implied vititgtfrom traded options and other factors suclhissorical volatility. The risk-free interest
rate is the rate in effect at the time of the gtzaged on U.S. government zero coupon bonds witbritias similar to the expected holding
period. The expected holding period was determinedxamining historical and projected post-vestrgrcise behavior activity. Based on
the results of the analysis, an average overalWis calculated. The following weighted averageiaptions were used for options granted
during the three months ended March 31, 2006 af8:20

Three Months Ended

March 31,
2006 2005
Expected dividend yiel 0.44% 0.55%
Expected stock volatilit 23% 23%
Risk-free interest rat 4.55% 4.07%
Expected holding perio 6 yrs 6 yre
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

Prior to the 2000 Distribution, certain employeé#loody’s received grants of Old D&B stock optiomsder Old D&B’s 1998 Key
Employees’ Stock Incentive Plan (the “1998 PlaAt)the Distribution Date, all unexercised Old D&®Bek options held by Moody’s
employees were converted into separately exer@sgitions to acquire Moody’s common stock and saphrexercisable options to acquire
New D&B common stock, such that each option hadstimae ratio of the exercise price per option tontlagket value per share, the se
aggregate difference between market value and isggudce, and the same vesting provisions, ogigniods and other terms and conditions
applicable prior to the 2000 Distribution. Old D&fBock options held by employees and retirees ofBi2& were converted in the same
manner. Immediately after the 2000 Distributiore 998 Plan was amended and adopted by the Company.

Under the 1998 Plan, 33,000,000 shares of the Coyrgpaommon stock have been reserved for issudimAmended and Restated
2001 Moody’s Corporation Key Employees’ Stock InbemPlan (the “2001 Plan”), which is shareholdepm@ved, permits the granting of up
to 25,600,000 shares, of which not more than 50@@shares are available for grants of awards ditfaer stock options. Both the 1998 Plan
and the 2001 Plan (“Stock Plans”) provide thatapgiare exercisable not later than ten years fhengtant date. The vesting period for
awards under the Stock Plans is determined by tla@dBof Directors at the date of the grant anddeas four years except for employees
are at or near retirement eligibility, as definfeat,which vesting is between one and four yeardidDp may not be granted at less than the
market value of the Company’s common stock at #te df grant. For incentive stock options granted shareholder of more than 10% of
the Company’s outstanding stock, the exercise pmézeshare cannot be less than 110% of the faikehaalue of the Company’s common
stock at the date of grant. The Stock Plans alguighe for the granting of restricted stock. Unltke 1998 Plan, the 2001 Plan also provides
that consultants to the Company or any of itsiatés are eligible to be granted options.

The Company maintains a stock plan for its BoarBioéctors, the 1998 Moody’s Corporation Non-Emg@eyDirectors’ Stock
Incentive Plan (the “Directors’ Plan”), which petmthe granting of awards in the form of non-quedifstock options, restricted stock or
performance shares. The Directors’ Plan providasdptions are exercisable not later than ten yfeans the grant date. The vesting period is
determined by the Board of Directors at the datiefgrant and is generally one year for optiortsthnee years for restricted stock. Undel
Directors’ Plan, 800,000 shares of common stocleweserved for issuance. Any director of the Corgipelmo is not an employee of the
Company or any of its subsidiaries as of the deedn award is granted is eligible to participatthe Directors’ Plan.

A summary of option activity as of March 31, 200&lahanges during the three months then endeéseiptred below:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Price Contractual Intrinsic
Options Shares Per Share Term Value
Outstanding, December 31, 20 23.7 $ 23.62
Granted 2.6 63.1<
Exercisec (3.2 18.1¢
Forfeited or expirel (0.7) 37.81
Outstanding, March 31, 20( 23.5 $ 29.2¢ 6.6 yre $ 983.7
Vested and unvested expected to vest, March 38 22.4 $ 28.5F 6.5 yre $ 963.1
Exercisable, March 31, 20( 14.1 $ 19.8¢ 5.3 yre $ 725
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

The weighted average grant date fair value pepopif Moody’s options granted during the three rhergnded March 31, 2006 and
2005 was $19.95 and $12.49, respectively. The gatgentrinsic value in the table above represti@gotal pre-tax intrinsic value (the
difference between Moody'’s closing stock price lom last trading day of the first quarter of 2006 #re exercise prices, multiplied by the
number of in-the-money options) that would haverbeeeived by the option holders had all optiordead exercised their options as of
March 31, 2006. This amount changes based on theafae of Moody’s stock. The total intrinsic valof options exercised during the three
months ended March 31, 2006 and 2005, respectiwely,$152.6 million and $56.0 million, respectivehs of March 31, 2006, there was
$101.4 million of total unrecognized compensatigpense related to options. The expense is expé&utee recognized over a weighted
average period of 1.4 years. Proceeds receivedtfieraxercise of stock options was $61.2 milliod $86.3 million for the three months
ended March 31, 2006 and 2005, respectively. Théeaaefit realized from stock options exercisedriythe three months ended March 31,
2006 and 2005 was $60.7 million and $22.6 milli@spectively.

At March 31, 2006, options outstanding of 21.6 imilland 1.7 million were held by Moody’s employeesl retirees and New D&B
employees and retirees, respectively.

A summary of the status of the Company’s nonvesgstticted stock as of March 31, 2006 and changesglthe three months then
ended is presented below:

Weighted Average
Grant Date Fair

Nonvested Restricted Stock Shares Value Per Share

Balance, December 31, 20 il.& $38.5¢
Grantec 0.€ 63.1/
Vested (0.9 37.8(
Forfeited —

$51.8:

Al
(ge]

Balance, March 31, 20

The total fair value of shares vested during tlieglmonths ended March 31, 2006 and 2005 was $allion and $8.7 million,
respectively. As of March 31, 2006, there was $m6illon of total unrecognized compensation expemedated to nonvested restricted stock.
The expense is expected to be recognized overghteel average period of 1.6 years. The tax beregiized from the vesting of restricted
stock during the three months ended March 31, 20@62005 was $10.8 million and $3.5 million, respety.

The Company has a policy of issuing treasury stodatisfy shares issued under stock-based conm@mngéans. The Company
currently expects to use a significant portiontsftiash flow to continue its share repurchase progi"he Company implemented a systen
share repurchase program in the third quarter 8520rough an SEC Rule 10b5-1 program. Systemati;esrepurchases may constitute the
majority of the Company’s potential repurchasevéyti Moody’s may also purchase opportunisticallgem conditions warrant. On
October 25, 2005, the Board of Directors authoreddditional $1 billion share repurchase progréine. Company’s intent is to return
capital to shareholders in a way that serves theg-term interests. As a result, Moody’s sharairepase activity will continue to vary from
quarter to quarter.

At the Distribution Date, all unexercised Old D&Bek options were converted into separately exabtésoptions of Moodyg and Nev
D&B. The 2000 Distribution Agreement provided tHaf, subsequent exercises of those options, theliss the stock rather than the
employer would be entitled to the related tax dédac Accordingly, from the Distribution Date thrghi the 2002 tax year, Moody’s claimed
tax deductions when employees of New D&B exercideddy’s stock options and vice versa.

10
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

Beginning with stock option exercises in 2003, Mgiscchanged its tax deductions to conform to an t&Bg which clarified that the
employer should take the tax deduction for optix@reises rather than the issuer. The 2000 Distabukgreement entitles Moody'’s to
reimbursement from New D&B for the resulting lo$she issuer-based tax deductions and in thedistter of 2006, Moody’s received
$20.9 million from New D&B. Accordingly, as of Man31, 2006 and December 31, 2005, Moody’s hasatefe$6.0 million and $18.1
million, respectively, in other current assets &8dB million and $5.1 million, respectively, in ethassets related to the amounts due from
New D&B.

In addition, the Company also sponsors the Moo@ggporation Employee Stock Purchase Plan (“ESPIRig. ESPP allows eligible
employees to purchase common stock of the Compamyronthly basis at 85% of its fair market valuaetre first trading day of the month.
The employee purchases are funded through &fkepayroll deductions, which plan participants etact at from one percent to ten percel
compensation, subject to the federal limit. Thiults in stock-based compensation expense undef $f0A 123R as well as under SFAS
No. 123.

3. RECONCILIATION OF WEIGHTED AVERAGE SHARES OUTSTA NDING
Below is a reconciliation of basic shares outstagdo diluted shares outstanding:

Three Months Ended

March 31,
2006 2005
Basic 290.t 299.(
Dilutive effect of shares issuable under s-based compensation pla 9.C 7.1
Diluted 299.t 306.1

Options to purchase 2.9 million and 4.1 million coon shares at March 31, 2006 and 2005, respectiwelse outstanding but were not
included in the computation of diluted weightedrage shares outstanding because they were aritidilut

4. SHORT-TERM INVESTMENTS

Short-term investments are securities with magsigreater than 90 days at the time of purchasatbavailable for operations in the
next twelve months and primarily represent auctaie certificates. The short-term investments &sstfied as available-for-sale and
therefore are carried at fair value. The remaimiogtractual maturities of the short-term investraemére one month to 39 years and one
month to 38 years as of March 31, 2006 and Decehe2005, respectively. Unrealized holding gaind lnsses on available-for-sale
securities, if any, would be included in accumudadéher comprehensive income (loss), net of apiplécancome taxes in the condensed
consolidated financial statements. During the timeaths ended March 31, 2006 and 2005, there werealized gains or losses from sales
of available-for-sale securities.

5. ACQUISITIONS

In November 2005, the Company acquired Economy (mee renamed Moody’s Economy.com (“MEDC")), adieq independent
provider of economic research and data service§2d8.7 million, including transaction fees and empes. The acquisition will deepen
Moody'’s analytical capabilities to broader areas of

11
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

economic and demographic research, expand the oimgeducts and services offered to institutioridtomers and introduce new customers
to Moody'’s. It will provide Economy.com with accessMoody’s extensive client base, deep producketarg capabilities and other
resources needed to expand its business. The ¢teomsaas funded by cash on hand and resultedditiadal goodwill of $20.3 million. The
results of MEDC are included in the Moody’s Invest8ervice operating segment and revenue is indlirdthe research business unit within
this segment.

6. GOODWILL AND OTHER INTANGIBLE ASSETS
The following table summarizes the activity in gaditifor the periods indicated:

Three Months Ended Year Ended
March 31, 2006 December 31, 2005

Moody’s Moody’s

Investors Moody’s Investors Moody’s

Service KMV Consolidatec Service KMV Consolidatec
Beginning balanc $ 28.C $124.1 $ 1521 $ 7.6 $124.1 $ 131.
Additions 1.2 — 1.3 20.2 — 20.2
Other 0.2 — 0.3 0.1 — 0.1
Ending balanc $ 29.€ $124.1 $ 153. $ 28.C $124.1 $ 1521

The following table summarizes intangible assetbaidates indicated:

March 31, December 31
2006 2005

Customer lists (11.3 year original weighted averidgg $ 60.€ $ 60.2
Accumulated amortizatio (22.9) (21.9
Net customer list 38.C 39.C
MKMYV trade secret (12.0 year weighted average 25.5 25.t
Accumulated amortizatio 0.7) 0.2
Net trade secre 24.¢ 25.5
Other amortizable intangible assets (5.0 year maigiveighted average lifi 13.2 12.€
Accumulated amortizatio (7.0 (6.4)
Net other amortizable intangible ass 6.3 6.5
Total intangible asse $ 69.1 $ 70.¢

Amortization expense for the three month periodtedrMarch 31, 2006 and 2005 was $2.5 million ané #iillion, respectively. In
December 2005, the Company began amortizing the MKidde secret over 12 years.

Estimated future amortization expense for intarggddsets subject to amortization is as follows:

Year Ending December 31,

2006 (after March 31 $74
2007 9.1
2008 8.C
2009 7.1
2010 7.1
Thereafte! $30.4
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7. PENSION AND OTHER POST-RETIREMENT BENEFITS

Moody’s maintains both funded and unfunded noncontrilgudefined benefit pension plans in which substéigtal U.S. employees ¢
the Company are eligible to participate. The plarevide defined benefits using a cash balance ftaased on years of service and career
average salary or final average pay for selectedwies.

The Company also provides certain healthcare &mdhlsurance benefits for retired U.S. employeé® post-retirement healthcare
plans are contributory with participants’ contrilouts adjusted annually; the life insurance plamsramcontributory. As of March 31, 2005,
the accounting for the healthcare plans anticipatede costsharing changes which require retirees to paylfduture increases in plan co:
in excess of the amount of the per person companiribution in the year 2005. In November 2005, @menpany increased its future shar
the costs and as a result remeasured the healhlearas of the date of the plan amendment, tleesfiof which were not material to the
results of operations.

Moody'’s funded and unfunded pension plans, the-msement healthcare plans and the post-retir¢fiferinsurance plans described
in the preceding two paragraphs are collectivellgrred to herein as the “Post-Retirement Plangedffve at the Distribution Date, Moody’s
assumed responsibility for pension and other patatement benefits relating to its active emplayddew D&B has assumed responsibility
the Company'’s retirees and vested terminated erapkgs of the Distribution Date.

Following are the components of net periodic expertated to the Post-Retirement Plans for theethrenths ended March 31, 2006
and 2005:

Pension Plans Other Post-Retirement Plans
Three Months Three Months Three Months Three Months
Ended Ended Ended Ended
March 31, 200¢ March 31, 200! March 31, 200¢ March 31, 200¢
Components of net periodic expens
Service cos $ 2.7 $ 2.5 $ 0.2 $ 0.2
Interest cos 1.8 1.€ 0.1 0.1
Expected return on plan ass (2.2) (2.0 — —
Amortization of net actuarial loss from earli
periods 0.8 0.7 — —
Amortization of unrecognized prior service
costs 0.1 0.1 0.1 —
Net periodic expens $ &2 $ 2.6 $ 0.4 $ 0.3

The Company contributed $0.3 million to its unfudgension plans during the three month period eidh 31, 2006 and made no
significant contributions to its pension plans dgrthe three month period ended March 31, 2005.Gdrapany made no significant
contributions to its other post-retirement plansryboth the three month periods ended March B0@62nd 2005. The Company presently
anticipates contributing $0.6 million to its unfigttipension plans and $0.3 million to its other pestement plans during the remainder of
2006.
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8. INDEBTEDNESS

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold theppghkate placement
transaction, $300 million aggregate principal amafrits Series 2005-1 Senior Unsecured Notes“(tletes”). The Notes have a ten-year
term and bear interest at an annual rate of 4.@88able semi-annually on March 30 and SeptembeFi3® proceeds from the sale of the
Notes were used to refinance $300 million aggrepateipal amount of the Compa's outstanding 7.61% Senior Notes (“Old Noteshjich
matured on September 30, 2005. In the event thaidyle pays all or part of the Notes in advancehefrtmaturity (the “prepaid principal”),
such prepayment will be subject to a penalty cateul based on the excess, if any, of the discowatie@ of the remaining scheduled
payments, as defined in the agreement, over thgaRr®rincipal. Interest paid under the Notes alttiN®tes was $7.5 million and $11.4
million in each of the three month periods endeddié@1, 2006 and 2005, respectively.

On September 1, 2004, Moody'’s entered into a fiearysenior, unsecured bank revolving credit fac{tihe “Facility”) in an aggregate
principal amount of $160 million that expires inpBEmber 2009. The Facility replaced the $80 milfiwe-year facility that was scheduled to
expire in September 2005 and the $80 million 364 fdaility that expired in September 2004. Intem@stborrowings under the Facility is
payable at rates that are based on the LondorBiatérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésdrto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. Atdi81, 2006, such premium was 17 basis points.Cdrapany also pays quarterly facility
fees, regardless of borrowing activity under theilfg. The quarterly fees can range from 8 basisfs of the Facility amount to 15 basis
points, depending on the Company’s Earnings CoeeRajio, and were 8 basis points at March 31, 20@@er the Facility, the Company
also pays a utilization fee of 12.5 basis pointdorrowings outstanding when the aggregate amaustanding under the Facility exceeds
50% of the Facility. No interest was paid underftilities for the three month periods ended Ma&8&h2006 and 2005 as no borrowings
were outstanding during those periods.

The Notes and the Facility (the “Agreements”) cantabvenants that, among other things, restricitbiity of the Company and certain
of its subsidiaries, without the approval of theders, to engage in mergers, consolidations, aates, transactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an Inte@Gesterage Ratio, as defined in the agreement, ilese than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the agreement, of not rii@e 4 to 1 at the end of any fiscal
quarter. At March 31, 2006, the Company was in d@mpe with such covenants. Upon the occurrenagdhin financial or economic
events, significant corporate events or certaiotlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and fiegable thereunder) may be declared immediatedyatha payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmeould automatically result in
amounts outstanding becoming immediately due agdtpga and all commitments being terminated.

Moody'’s total interest expense was $3.8 million &bd7 million for the three months ended MarchZ106 and 2005, respectively.
Total interest income on cash and cash equivaterdshort-term investments was $6.3 million an& $dillion for the three months ended
March 31, 2006 and 2005, respectively.
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9. CONTINGENCIES

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that amdantal to the Company’s business,
including claims based on ratings assigned by Msdyoody'’s is also subject to ongoing tax auditslie normal course of business.
Management periodically assesses the Companyiitiedand contingencies in connection with thesstters based upon the latest
information available. Moody’s discloses materiahging legal proceedings, other than routine litagaincidental to Moody’s business,
material proceedings known to be contemplated wegonental authorities and other pending matteasitimay determine to be approprie
For those matters where it is both probable thitdity has been incurred and the amount of ks be reasonably estimated, the Company
has recorded liabilities in the condensed constitlinancial statements and periodically adjusésé as appropriate. In other instances,
because of the uncertainties related to both thkegirle outcome and/or the amount or range of lnasagement does not record a liability
discloses the contingency if significant. As addiil information becomes available, the Companysisijits assessments and estimates of
such liabilities accordingly.

Based on its review of the latest information aalali¢, in the opinion of management, the ultimatbility of the Company in connectic
with pending legal and tax proceedings, claimsléigation will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencie

Moody’s has exposure to certain potential lialbtassumed in connection with the 2000 Distributidrese contingencies are referred
to by Moody’s as “Legacy Contingencies”.

To understand the Company’s exposure to the patdiatbilities described below, it is importantuaderstand the relationship between
Moody’s and New D&B, and the relationship among N2&B and its predecessors and other parties whioutih various corporate
reorganizations and related contractual commitmératge assumed varying degrees of responsibilitly veispect to such matters.

In November 1996, The Dun & Bradstreet Corporationugh a spin-off separated into three separatégeompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizantt).June 1998, The Dun &
Bradstreet Corporation through a spin-off separatedtwo separate public companies: The Dun & Btagbt Corporation and R.H.
Donnelley Corporation. During 1998, Cognizant tiglo@ spin-off separated into two separate publicganies: IMS Health Incorporated
(“IMS Health”) and Nielsen Media Research, Inc. FIR”). In September 2000, Old D&B through a spin-s#fparated into two separate
public companies: New D&B and Moody'’s, as furthescribed in Note 1 to the condensed consolidatehdiial statements.

Information Resources, Inc

An antitrust lawsuit was filed in 1996 by Informati Resources, Inc. VNU N.V., a publicly traded Dutompany, and its U.S.
subsidiaries, VNU, Inc., ACNielsen Corporation, Alizlsen (US), Inc., and NMR (collectively, the “VNRarties”), had assumed exclusive
joint and several liability for any judgment ortsent of this antitrust lawsuit under the termhghe July 30, 2004 Amended Indemnity ¢
Joint Defense Agreement. As a result of the indgyrotiligation, Moody’s did not have any exposuratodgment or settlement of this
lawsuit unless the VNU Parties defaulted on thbligations. However, in the event of such a defaudhtractual commitments undertaken by
Moody'’s in connection with various corporate rearigations since 1996 would have required the Compatear a portion of any amount
not paid by the VNU Parties.
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On February 16, 2006, the parties to this actignesil a settlement agreement and releases froritjiabére exchanged among the
parties. Those releases include the Company, ajthoat a defendant in the litigation, as a releag#é@mounts payable to the plaintiffs in
connection with the settlement were paid by the iRAUties, and the Company was not required to ibaérany amounts to the settlement
payment. The lawsuit has been dismissed with piegud

Legacy Tax Matter:

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mess, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaeélkew by tax authorities.

Pursuant to a series of agreements, as betweeis¢hars, IMS Health and NMR are jointly and sevgrkdible to pay one-half, and
New D&B and Mood’s are jointly and severally liable to pay the othalf, of any payments for taxes, penalties andusztinterest resultin
from unfavorable Internal Revenue Service (“IRljrlgs on certain tax matters as described in sgceements (excluding the matter
described below as “Amortization Expense Deductidmswhich New D&B and Moody'’s are solely respadnigl) and certain other potential
tax liabilities, also as described in such agredgmen

In connection with the 2000 Distribution and pursiut® the terms of the 2000 Distribution Agreeméigw D&B and Moody'’s have,
between themselves, agreed to each be financedfyonsible for 50% of any potential liabilitiestthaay arise to the extent such potential
liabilities are not directly attributable to the@spective business operations.

Without limiting the generality of the foregoindyrée specific tax matters are discussed below.

Royalty Expense Deductio

This matter related to the IRS’ stated intentiodigallow certain royalty expense deductions claig Old D&B on its tax returns for
the years 1993 through 1996 as well as the IR8hiin to reallocate to Old D&B income and expeitesms that had been reported in a
certain partnership tax return for 1996. These enatvere settled with the IRS in October 2005. H®relMS Health and NMR disagreed
with New D&B'’s calculation of each party’s sharetbé liability. New D&B anticipates commencing arhation proceedings against IMS
Health and NMR to collect the $7.3 million that N&&B and Moody’s each were obligated to pay tolfR8 on their behalf. Based upon the
current understanding of the positions that New D&Ml IMS Health may take, the Company believeslikely that New D&B will prevail,
but Moody’s cannot predict with certainty the outen

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 993 and 1994 may be offset by
tax liabilities relating to the above mentionedtparship formed in 1993. In the fourth quarter 802, New D&B filed a protest with the IRS
Appeals Office concerning the IRS’ denial of the tafunds. In the first quarter of 2006, New D&Bgla@ discussions with the IRS Appeals
Office to resolve the matter.

Moody'’s estimates that its remaining share of the patelibility for the Royalty Expense Deductions teatcould be up to $16 millic
after the October 2005 payment pursuant to théeesent with the IRS which takes into consideratidr):the state income tax liability
connected with the terms of the federal closingagrent and (2) the potential write-off of receiesh(for which the Company’s exposure
could be up to $9 million).

16



Table of Contents

MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (UNAUDITED)—(Continued)
(tabular dollar and share amounts in millions, excpt per share data

Amortization Expense Deductio

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction entered into in 1997 which resultednrortization expense deductions on the tax retwfr@id D&B since 1997. These
deductions could continue through 2012. In the pxamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgmed by Old D&B on its 1997 and 1998 tax retuitse IRS also stated its intention to
disallow certain royalty expense deductions claitng®Ild D&B on its 1997 and 1998 tax returns wigspect to the partnership transaction.
In addition, the IRS stated its intention to digmefthe partnership structure and to realloca@ItbD&B certain partnership income and
expense items that had been reported in the pahipeiax returns for 1997 and 1998. New D&B disagreith these positions taken by the
IRS. IRS audits of Old D&B’s or New D&B’s tax rens for years subsequent to 1998 have resultectirsfiuance of similar Examination
Reports for the 1999 through 2002 tax years. Siril@mination Reports could result for tax yeafsssguent to 2002.

Should any such payments be made by New D&B relateither the April Examination Reports or anyagudial Examination Reports
for future years, including years subsequent testtpmration of Moody’s from New D&B, then pursutmthe terms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B58% share. In addition, should New D&B discontirlegming the amortization
expense deductions on future tax returns, Moodyslivbe required to repay to New D&B an amount étuthe discounted value of its
50% share of the related future tax benefits. Ne&&BMad paid the discounted value of 50% of the feitiax benefits from this transaction in
cash to Moody'’s at the Distribution Date. Moody&imates that the Company’s potential exposuredu@ing penalties and interest, and net
of tax benefits) could be up to $116 million retatito the disallowance of amortization expense dials and could be up to $154 million
relating to the disallowance of amortization exmedsductions by the partnership and reallocatich@partnership income and expense to
Old D&B. These exposures could increase by apprateip $6 million to $10 million per year, dependimg actions that the IRS may take
and on whether New D&B continues claiming the aimation expense deductions on its tax returns.

New D&B is currently in discussion with the IRS tivese issues. On March 3, 2006, New D&B and Moodgsh deposited $39.8
million with the IRS in order to stop the accruéiktatutory interest on potential tax deficienaigsto or equal to that amount with respect to
the 1997 through 2002 tax years.

Moody'’s believes that the IRS’ proposed assessnu#rigsx against Old D&B and the proposed reallaratiof partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSubd ultimately prevail in whole or in part
on one of such positions, Moody’s believes thi itnlikely that the IRS will prevail on both.

Utilization of Capital Losses

In December 2004, New D&B executed a formal settlenagreement for all outstanding issues relatédeanatter concerning
utilization of certain capital losses generateddig D&B during 1989 and 1990. New D&B received tagsessments on this matter during
the first quarter of 2005. The third and final asseent was received in April 2006 of which Moodyé&sd its liability of $0.3 million. The
amounts paid by Moody'’s for the first two assessmarcluded its share of approximately $4 millibatt Moody’s and New D&B believe
should have been paid by IMS Health and NMR, buewmt paid by them due to their disagreement wattious aspects of New D&B’s
calculation of their respective shares of the paysdf New D&B fails to resolve this dispute witklS Health and NMR, Moody’s
understands that New D&B anticipates commencingratimn proceedings against them. Moody’s beliettet New D&B should prevail in
its position, but the Company cannot predict wihtainty the outcome. In the first quarter of 208B0dy’s had increased its liabilities by
$2.7 million due to this disagreement.
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Summary of Moody’s Exposure to Legacy Tax Matters

The Company considers from time to time the rangkpobability of potential outcomes related tdétgacy tax matters and establis
liabilities that it believes are appropriate inhigf the relevant facts and circumstances. Inglsim Moody’s makes estimates and judgments
as to future events and conditions and evaluaessitmates and judgments on an ongoing basis.

For the three months ended March 31, 2006 and 2865;ompany recorded a tax benefit of $0.9 milaod a charge of $2.7 million,
respectively. The Company also has recorded $di®mand $2.0 million of interest expense relateds legacy tax matters in the first
quarters of 2006 and 2005, respectively. Moodytaltoet legacy tax liabilities as of March 31, 200ére $98 million (consisting of $107
million of tax liabilities, partially offset by thexpected utilization of $9 million of tax receivas). The $98 million of expected cash
payments consists of $8 million of current lialglit (reflecting the estimated cash payments relatéoe Royalty Expense Deductions matter
that is expected to be made over the next twelvethsd and $90 million of non-current liabilities.

It is possible that the legacy tax matters coulddselved in amounts that are greater than théditiab recorded by the Company, which
could result in additional charges that may be nmalteo Moody'’s future reported results, finangiasition and cash flows. In matters where
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody's believes that ulélydtis unlikely that the IRS would retain suchpdicative payments.

10. COMPREHENSIVE INCOME
Total comprehensive income was as follows:

Three Months Ended

March 31,
2006 2005
Net income $ 146.2 $ 118.7
Other comprehensive income (Ic—foreign currency translation adjustm 1.2 (1.9
Total comprehensive incon $ 147.¢ $ 117.C

11. SEGMENT INFORMATION

Moody’s operates in two reportable segments: Mosdiyvestors Service and Moody’s KMV. The Comparporés segment
information in accordance with SFAS No. 131, “Dastires about Segments of an Enterprise and Réfdtadhation”. SFAS No. 131 define
operating segments as components of an enterprisehich separate financial information is avaitatilat is evaluated regularly by the chief
operating decision-maker in deciding how to alleaa&sources and in assessing performance.
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Moody'’s Investors Service consists of four ratimgups—structured finance, corporate finance, fir@nnostitutions and sovereign risk,
and public finance—that generate revenue pringidedim the assignment of credit ratings on issa@i issues of fixeihcome obligations i
the debt markets, and research, which primarilyegaes revenue from the sale of investor-orienteditresearch, principally produced by
the rating groups. Given the dominance of Moodgigektors Service to Moody’s overall results, thenpany does not separately measure or
report corporate expenses, nor are such experiseatatl between the Company’s business segmentsrdingly, all corporate expenses are
included in operating income of the Moody’s Invest8ervice segment and none have been allocatad tdoody’s KMV segment.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcger and credit processing
software for banks, corporations and investorgéalit-sensitive assets. Assets used solely by Mad€MV are separately disclosed within
that segment. All other Company assets, includorgarate assets, are reported as part of Moody&shors Service. Revenue by geographic
area is generally based on the location of theoowst. Intersegment sales are insignificant and no single oust@ccounted for 10% or mc
of total revenue.

Below is financial information by segment, Moodyhvestors Service revenue by business unit ansotidated revenue information

geographic area, each for the three month periodeceMarch 31, 2006 and 2005, and total assetedipant as of March 31, 2006 and
December 31, 2005. Certain prior year amounts baea reclassified to conform to the current present.

Financial Information by Segment

Three Months Ended Three Months Ended
March 31, 2006 March 31, 2005
Moody’'s Moody’'s
Investors Moody’s Investors Moody’s
Service KMV Consolidatec Service KMV Consolidatec
Revenue $407.¢ $ 328 $ 440.: $359.¢ $ 30.€ $ 390t
Operating, selling, general and administrative espe 167.€ 24.¢€ 192.t 145.: 24.1 169.4
Depreciation and amortizatic 5.3 4.1 9.4 4.4 4.2 8.€
Operating incom: 235.( 3.2 238.< 210.2 2.3 212F
Interest and other n-operating income (expense), | 3.4 (5.2
Income before provision for income ta 241.7 207.2
Provision for income taxe 95.5 88.€
Net income $ 146. $ 118.%
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Moody'’s Investors Service Revenue by Business Unit

Three Months Ended

March 31,
2006 2005

Ratings revenue
Structured financ $ 175t $ 138.¢
Corporate financ 86.1 80.¢
Financial institutions and sovereign ri 65.€ 65.7
Public finance 19.€ 23.2
Total ratings revenu 347.1 308.4
Research revent 60.¢ 51.k
Total Moody's Investors Servic $ 407.¢ $ 359.¢

Consolidated Revenue Information by Geographic Area

Three Months Ended

March 31,
2006 2005
United State: $ 278.¢ $ 242.1
International 161.c 148.¢
Total $ 440.2 $ 390.t
Revenue in Europe was $107.5 million and $100.8aniin the first quarters of 2006 and 2005, resipety.
Total Assets by Segment
March 31, 2006 December 31, 2005
Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Total assets by segme $1,250.¢ $251.t $ 1,502.. $1,204.! $252.7 $ 1,457.

12. SUBSEQUENT EVENT

On April 25, 2006, the Board of Directors of thenQuany approved the declaration of a quarterly @nalof $0.07 per share of
Moody’s common stock, payable on June 10, 200&aoeholders of record at the close of business ay 20, 2006.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis of financial conditol results of operations should be read in catijom with the Moody’s Corporation
condensed consolidated financial statements arebiloéreto included elsewhere in this quarterlpriepn Form 10-Q.

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containssaod-Looking Statements.
See “Forward-Looking Statements” commencing at (B#or a discussion of uncertainties, risks aféofactors associated with these
statements.

The Company

Except where otherwise indicated, the terms “Moetighd the “Company” refer to Moody’s Corporatiardats subsidiaries. Moody’s
is a provider of (i) credit ratings, research andlgsis covering fixed income securities, othertdestruments and the entities that issue such
instruments in the global capital markets, anditteaining services and (ii) quantitative credgkrassessment products and services and
credit processing software for banks, corporatanms investors in credit-sensitive assets. Moodperates in two reportable segments:
Moody'’s Investors Service and Moody's KMV.

Moody'’s Investors Service publishes rating opinionsa broad range of credit obligors and creditgattions issued in domestic and
international markets, including various corporatel governmental obligations, structured financaistes and commercial paper programs.
It also publishes investor-oriented credit reseairatiuding in-depth research on major debt issuadistry studies, special comments and
credit opinion handbooks.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcger and credit processing
software for banks, corporations and investorgéalit-sensitive assets.

Critical Accounting Estimates

Moody’s discussion and analysis of its financiahdition and results of operations are based oiCtrapany’s condensed consolidated
financial statements, which have been prepareddardance with accounting principles generally ptee in the United States. The
preparation of these financial statements requlitesdy’s to make estimates and judgments that affgmbrted amounts of assets and
liabilities and related disclosures of contingesgets and liabilities at the dates of the finamstialements and revenue and expenses durit
reporting periods. These estimates are based toribad experience and on other assumptions tleabelieved to be reasonable under the
circumstances. On an ongoing basis, Moody’s eveduigs estimates, including those related to reeegaaognition, accounts receivable
allowances, contingencies, goodwill and intangéssets, pension and other post-retirement berefitstock-based compensation. Actual
results may differ from these estimates under @iffeassumptions or conditions. Item 7, Managersddiscussion and Analysis of Financial
Condition and Results of Operations, in the Comjsmagnual report on Form 10-K for the year endedddaber 31, 2005, includes
descriptions of some of the judgments that Moodyakes in applying its accounting estimates in tla@eas. Since the date of the annual
report on Form 10-K, there have been no materiahghs to the Company’s critical accounting estimdtarther information is provided on
stock-based compensation.

Stock-Based Compensation

On January 1, 2006, the Company adopted SFAS N8R lilnder the modified prospective application rodtiPrevious to this, the
Company was applying the fair value method of antiog for stock-based compensation on a prospebtges since January 1, 2003, as
allowed under the provisions of SFAS No. 123 asrated by SFAS No. 148, “Accounting for Stock-Basemhpensation—Transition and
Disclosure—an

21



Table of Contents

amendment of FASB Statement No. 123”. In the fitstrter of 2006 the adoption of SFAS No. 123R tesuh additional pre-tax stock-
compensation expense of $1.5 million ($0.9 milladter tax) than would have been recorded had thepaay continued to apply the
provisions of SFAS No. 123 on a prospective basie. fair value of each option award is estimatedhendate of grant using the Black-
Scholes option-pricing model. The methodologieddtermine the assumptions in the Black-Scholes mo@906 were consistent with the
2005 methods.

Operating Segments

Moody'’s Investors Service consists of four ratimgups—structured finance, corporate finance, fir@nnstitutions and sovereign risk,
and public finance—that generate revenue pringifedim the assignment of credit ratings on issaed issues of fixethcome obligations i
the debt markets, and research, which primarilyegees revenue from the sale of investor-orienteditresearch, principally produced by
the rating groups. Given the dominance of Moodgigektors Service to Moody’s overall results, thenpany does not separately measure or
report corporate expenses, nor are such experseatatl between the Company’s business segmentsrdingly, all corporate expenses are
included in operating income of the Moody's Invest8ervice segment and none have been allocathd tdoody’s KMV segment.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcger and credit processing
software for banks, corporations and investorgéalit-sensitive assets.

In February 2005, Moody’s Board of Directors deetha two-for-one stock split to be effected asexsp stock distribution of one
share of common stock for each share of the Compammymmon stock outstanding, subject to stockhagderoval of a charter amendmen
increase the Company’s authorized common shares4f0 million shares to 1 billion shares. At then@@anys Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaimeent. As a result, stockholders of record ad@fctose of business on May 4, 2005
received one additional share of common stock dcheshare of the Company’s common stock held ardéite. Such additional shares were
distributed on May 18, 2005. All prior period shared per share information has been restatedlactéhe Stock Split.

Certain prior year amounts have been reclassifiebtform to the current presentation.

Results of Operations
Three Months Ended March 31, 2006 Compared With €erMonths Ended March 31, 2005
Total Company Results

Moody’s revenue for the first quarter of 2006 wdg®.2 million, an increase of $49.7 million or 1%.from $390.5 million for the first
quarter of 2005. Moodg' achieved strong revenue growth in the globatsired finance and research businesses, as walbdsst growth il
U.S. corporate finance.

Revenue in the United States was $278.9 milliortHerfirst quarter of 2006, an increase of $36.Banior 15.2% from $242.1 million
in 2005. Approximately 95% of the U.S. growth waiven by structured finance and research, reflgcsinong issuance across all structured
asset classes and continued demand for core ragmaaducts. U.S. corporate finance and financistiutions contributed to year-to-year
growth as well.

Moody'’s international revenue was $161.3 milliorthe first quarter, an increase of $12.9 millior8of% from $148.4 million in the
first quarter of 2005. International ratings revermew $8.4 million versus the prior year, with apgmately 67% of the growth related to
Europe. All international lines of business, exdegptfinancial institutions, grew at high singlegdior double-digit rates due to increased
demand for Moody'’s credit rating services as welfesearch and analytic products. Foreign currélanglation negatively impacted
international revenue growth by approximately $Hiom.

Operating, selling, general and administrative esps were $192.5 million in the first quarter o0&0an increase of $23.1 million or
13.6% from $169.4 million in the first quarter d¥35. The largest contributor to this increase wasvth in compensation and benefits
expense of $8 million, reflecting compensation éases and
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increased staffing. Moodg’global staffing of over 2,900 employees at M&@th2006 was approximately 18% higher than at M&&H005
The increase includes approximately 4% relatintp#oacquisition of Economy.com in November 2005 lainicig to support business growth
mainly in the U.S. and European ratings busineasdshe corporate compliance and technology suppoctions. Stocksased compensatic
expense decreased $3.0 million year-over-year fif$tequarter of 2005 amount includes $9.1 milli@hated to the accelerated expensing of
equity grants for employees at or near retirembgibdity. Outside service fees increased by apjoraately $3 million primarily due to
information technology investment spending andllegaters. Furthermore, other operating, sellirenegal and administrative expenses
increased approximately $12 million partly relatednsurance expense, other taxes, and rent aa@detosts. In addition, foreign currency
translation accounted for a reduction of the yeayear expense growth of approximately $3 million.

First quarter operating income of $238.3 milliosed$25.8 million or 12.1% from $212.5 million iretkame period of 2005. Foreign
currency translation reduced operating income dndwtapproximately $4 million. Moodg’operating margin for the first quarter of 2006
54.1% compared to 54.4% a year earlier.

Moody'’s reported $3.4 million of interest and othen-operating income (expense), net for the €jtstrter of 2006 compared with
($5.2) million for the same period of 2005. Inteérespense was $3.8 million and $5.7 million for theee months ended March 31, 2006 and
2005, respectively, with the decrease principadhated to a lower interest rate on Moody’s $300iamINotes. Interest income was $6.3
million in the first quarter of 2006 compared ta%4nillion in the first quarter of 2005. The incseawas due to a higher weighted average
yield. Foreign exchange gains (losses) were $0l&mand ($3.7) million in the first quarters 0d@6 and 2005, respective

Moody'’s effective tax rate was 39.5% in the firsager of 2006 compared to 42.7% in the first qeranf 2005. The 2006 effective tax
rate was positively impacted by approximately 168ié points due to the favorable settlements ¢ s audits. The 2006 tax rate also
included a $0.9 million benefit and the 2005 tabe iacluded a charge of $2.7 million related tcalegincome tax matters (See
Contingencies—Legacy Tax Matters, below).

Net income was $146.2 million for the first quaé2006, an increase of $27.5 million or 23.2%nfr$118.7 million for the first
quarter of 2005. Basic and diluted earnings peresfa the first quarter of 2006 were $0.50 andl$Qrespectively, compared to basic and
diluted earnings per share of $0.40 and $0.39eaigely, for the first quarter of 2005.

Segment Results
Moody's Investors Service

Revenue at Moody’s Investors Service for the fisarter of 2006 was $407.9 million, up $48.0 millior 13.3% from $359.9 million in
the first quarter of 2005. Ratings revenue accalfde$38.7 million of growth with approximately @bof that growth coming from global
structured finance. Foreign currency translatiogatieely impacted international revenue growth ppraximately $7 million. Price increases
contributed to year-to-year growth in revenue.

Structured finance revenue was $175.5 million fier first quarter of 2006, an increase of $36.9ianilbr 26.6% from $138.6 million in
the same period of 2005. Approximately $28 millafrthe increase was in the U.S. with the residéatid commercial mortgage-backed
securities and collateralized debt sectors cortiriguapproximately 87% to this amount. Continuedrsgth in the housing market and
consecutive years of robust home price appreciatipported strong volumes in home equity lendirige ihcreased use of securitization as a
financing tool has resulted in an ample supplyadfateralized loan obligations and cash flow resiizations that have driven growth in
collateralized debt obligations. International strwed finance revenue grew approximately $9 nmliyear-to-year, with issuance related
revenue growth in the derivatives and commerciatgage-backed sectors primarily accounting foritiveease.
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Revenue in the corporate finance group was $86llbmfor the first quarter of 2006, up $5.2 milli@r 6.4% from $80.9 million in the
first quarter of 2005. Revenue in the U.S. incrddse6% primarily due to stronger investment gresdeance and growth in non-issuance
related revenue, which was partially offset by ohexd in high-yield transaction volume. Internatibo@rporate finance revenue increased
approximately $2 million or 7% due to new ratingfationships in Europe and increased investmerttegcarporate bond issuance in Europe.
Price increases also contributed to year-to-yeawtr in global corporate finance revenue.

Financial institutions and sovereign risk revenws $65.9 million for the first quarter of 2006, iaorease of $0.2 million or slightly
higher than $65.7 million in the first quarter &f5. Revenue was impacted by an increase in ddfegxenue of approximately $6 million
($2 million in the U.S. and $4 million internatidha relating to fees from frequent issuers thall e recognized over their one-year
contractual period. In the U.S., revenue grew by $Zillion, principally reflecting growth in the smrance and real estate sectors as well as
through price increases. Internationally, reveneided by $2.4 million compared to the prior ypariod, including a $1.4 million negative
impact from foreign exchange. International revegrewth during the quarter was impacted by the maeedeferrals noted above as well as
issuance declines in the insurance sector in Europe

Public finance revenue was $19.6 million for thstfguarter of 2006, a decrease of $3.6 millioa®6% from $23.2 million for the
same period in 2005. Dollar issuance in the mualdijpnd market decreased approximately 26% vehgusame period in 2005, primarily
due to a 56% decline in refunding activity. The &opof the issuance decline was partially offseabyncreased revenue yield as issuers in
sectors with relatively higher fees, such as heatéhand higher education, continued to accessénket.

Research revenue of $60.8 million for the firstteraof 2006 was $9.3 million or 18.1% higher thiha $51.5 million reported in the
first quarter of 2005. In total, revenue grew bprgximately $7 million in the U.S. and $2 milliontérnationally, with Europe accounting for
approximately 60% of the international growth. Resl and analytics services accounted for appraeimn&3 million of global revenue
growth primarily from credit research on corporatel financial institutions and structured finanekated business. Licensing of Moodylat:
to customers for internal and external use accalioteabout $3 million of revenue growth. Revenu®006 included Moody's
Economy.com.

Moody’s Investors Service operating, selling, generalainistrative expenses, including corporate espsnwere $167.6 million fi
the first quarter of 2006, an increase of $22.3ionilor 15.3% from $145.3 million in the first quer of 2005. Compensation and benefits
expense accounted for approximately $11 milliothefexpense growth, reflecting compensation ine®asd increased staffing. Moody’s
Investors Service staffing of over 2,500 employaelglarch 31, 2006 was approximately 22% higher @itaMarch 31, 2005. This increase
includes approximately 4% relating to the acquisitbf Economy.com in November 2005 and hiring topsut business growth mainly in the
U.S. and European ratings businesses and the edepoompliance and technology support functionsciSbased compensation expense
decreased $2.6 million year-ovgear primarily due to the accelerated expensinegoity grants for employees at or near retirembgibdity
recorded in the first quarter of 2005. Outside werfees increased by approximately $2 million @ity due to information technology
investment spending and legal matters. Foreigreoayr translation accounted for a reduction of tharyto-year expense growth of
approximately $3 million.

Moody’s Investors Service operating income of $238illion for the first quarter of 2006 was up $24illion or 11.8% from $210.2
million in the first quarter of 2005. Foreign cumny translation reduced operating income growtlafmyroximately $4 million.

Moody's KMV

Moody's KMV revenue of $32.3 million for the firguarter of 2006 increased $1.7 million or 5.6% fr$8®.6 million for the same
period in 2005. Revenues from risk product subsioris was essentially flat year-over-year whileemrewe from the licensing of credit
processing software and the related software maaniee fees increased 28% and revenue from profiedservices rose 18%. In the first
quarter, international revenue accounted for 58%latfal revenue.
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MKMV'’s operating, selling, general and administvatiexpenses were $24.9 million for the first quanfe2006, an increase of $0.8
million or 3.3% from $24.1 million in the first quar of 2005. Compensation and benefits expensedsed approximately $3 million
primarily due to the reduction of certain employpddigations. Stock-based compensation expense aknle50.4 million year-over-year
primarily due to the accelerated expensing of gquriants for employees at or near retirement dligjitrecorded in the first quarter of 2005.
A $1.8 million charge was also recorded in conmectvith a non-income tax matter. MKMV operatingante was $3.3 million for the first
quarter of 2006 compared with $2.3 million in tivstfquarter of 2005. Currency translation did hate a significant year-to-year impact on
MKMYV results.

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operationd aapital expenditures through cash flow from afiens. Net cash provided by
operating activities was $140.1 million and $153i8iion for the three months ended March 31, 2006 2005, respectively.

Moody’s net cash provided by operating activitie2006 decreased by $13.4 million compared witt620bie decrease is primarily
attributable to classifying the 2006 excess taefienfrom stock-based compensation plans of $61llton as a cash flow from financing
activities as required under SFAS No. 123R. Podhe adoption of SFAS No. 123R in the first quaatie2006, cash retained as a result o
deductions relating to stodkased compensation was presented in the condeossdlidated statements of cash flows as operatinfy fiows
along with other tax cash flows. SFAS No. 123R ssgaes prior guidance and requires tax benefitimgl to excess stock-based
compensation deductions to be prospectively predantthe condensed consolidated statements offlcagh as financing cash flows. The
2006 cash flow included the net receipt of appratety $16 million from New D&B primarily related issuer-based tax deductions, as
discussed in Note 2 to the condensed consolidataddial statements, offset by an increase in theumts due from New D&B of $2.6
million related to option activity in the first qaar of 2006 compared to activity in the first gigarof 2005. Additionally, Moody’s deposited
approximately $40 million with the IRS in the firgtiarter of 2006 relating to Amortization ExpensedDctions, as discussed in Note 9 to the
condensed consolidated financial statements. Tepssit was recorded in Other Assets. Growth irimeetme contributed $27.5 million to
cash provided by operating activities. In additigrgwth in the tax provision for the first three mios of 2006 compared with 2005
contributed $11 million to year-to-year growth st provided by operating activities, which waseffoy higher quarterly federal, state and
international income tax payments of $12.7 millghre to timing. Increase in deferred revenue couteit approximately $18 million to cash
flow from operations offset by changes in othebiliies which decreased cash flow from operatibpgpproximately $9 million.

Net cash used in investing activities was $22.4ionilfor the three months ended March 31, 2006 ameghwith $2.5 million for the
same period of 2005. Spending for property andmqgent and internal use software totaled $6.7 milfar the first three months of 2006
compared with $5.5 million for the first three miasiof 2005. Net purchases of marketable secutdteted $13.7 million for the first three
months of 2006 compared with net sales of $3.0anillor the first three months of 2005.

Net cash (used in) provided by financing activitiess ($109.6) million for the three months endedd®e81, 2006 compared to $21.4
million for the three months ended March 31, 209&t proceeds from exercises of stock options wbfeldmillion in the 2006 period and
$32.9 million in the 2005 period. These amountsengffset by $201.8 million used for share repurekdsr the first three months of 20086,
and dividends paid of $20.4 million and $11.2 roiilifor the first three months of 2006 and 2005peetively. The increase in dividends
reflects a quarterly dividend paid of $0.07 perstin 2006 compared with $0.0375 per share in 2086.2006 amount also includes $61.5
million of excess tax benefits from stock-based pensation plans which are now classified as castsffrom financing activities under
SFAS No. 123R.
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Future Cash Requirements

Moody'’s currently expects to fund expenditures as wdibagdity needs created by changes in working dfiiom internally generat
funds. The Company believes that it has the firmeisources needed to meet its cash requirenmmmtsef next twelve months and expects to
have positive operating cash flow for fiscal ye@®@. Cash requirements for periods beyond the mastve months will depend, among other
things, on the Company’s profitability and its #&lito manage working capital requirements.

The Company currently intends to use a portiorioash flow to pay dividends. On April 25, 200& Board of Directors of the
Company approved the declaration of a quarterliddivd of $0.07 per share of Moody’s common stoelyaple on June 10, 2006 to
shareholders of record at the close of busineddayn20, 2006. The continued payment of dividendhiatrate, or at all, is subject to the
discretion of the Board of Directors.

The Company also currently expects to use a sagmifiportion of its cash flow to continue its shampurchase program. The Company
implemented a systematic share repurchase programe ithird quarter of 2005 through an SEC Rule5iDiprogram. Systematic share
repurchases may constitute the majority of the Gomgjs potential repurchase activity. Moody’s magogburchase opportunistically when
conditions warrant. On October 25, 2005, the Badiidirectors authorized an additional $1 billiorash repurchase program. The Company
intent is to return capital to shareholders in g Wt serves their long-term interests. As a tedbody’s share repurchase activity will
continue to vary from quarter to quarter.

In addition, the Company will from time to time &der cash outlays for acquisitions of or investtaém complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaystotp New D&B its share of potential
liabilities related to the legacy tax and legaltoagencies that are discussed in this Managem&igsussion and Analysis of Financial
Condition and Results of Operations under “Contimages”. These potential cash outlays could be rizt@nd might affect liquidity
requirements, and they could cause the Companyrsup additional financing. There can be no asser#imat financing to meet cash
requirements will be available in amounts or omeacceptable to the Company, if at all.

Indebtednes:

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold theopghkate placement
transaction, $300 million aggregate principal antafrNotes. The Notes have a ten-year term andib&est at an annual rate of 4.98%,
payable semi-annually on March 30 and SeptembeF13® proceeds from the sale of the Notes were tsezfinance $300 million aggregate
principal amount of the Company’s outstanding 7.638&fior Notes which matured on September 30, 2005e event that Moody'’s pays all
or part of the Notes in advance of their matusiych prepayment will be subject to a penalty cated based on the excess, if any, of the
discounted value of the remaining scheduled paysnastdefined in the agreement, over the Prepaidipal.

On September 1, 2004, Moody’s entered into a fiearysenior, unsecured bank revolving credit facftite “Facility”) in an aggregate
principal amount of $160 million that expires inpBEmber 2009. The Facility replaced the $80 milfiwe-year facility that was scheduled to
expire in September 2005 and the $80 million 364 fdaility that expired in September 2004. Intemstborrowings under the Facility is
payable at rates that are based on the LondorBiatérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésdrto earnings before interest, taxes, depregiatid amortization, as defined in the
related agreement. At March 31, 2006, such premuas 17 basis points. The Company also pays quafaaility fees, regardless of
borrowing activity under the Facility. The quarefées can range from 8 basis points of the Fgalihount to 15 basis points, depending on
the Company'’s Earnings Coverage Ratio (as defingdd Facility), and were 8 basis points at Marth2906. Under the Facility, the
Company also pays a utilization fee of 12.5 basiatp on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility.
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Management may consider pursuing additional lomgrtéinancing when it is appropriate in light of bagquirements for share
repurchase and other strategic opportunities, wivighld result in higher financing costs.

The Notes and the Facility (the “Agreements”) cantabvenants that, among other things, restricithiity of the Company and certain
of its subsidiaries, without the approval of theders, to engage in mergers, consolidations, aates, transactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an InteGssterage Ratio, as defined in the agreement, tdese than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the agreement, of not rii@e 4 to 1 at the end of any fiscal
quarter. At March 31, 2006, the Company was in d@mpe with such covenants. Upon the occurrenagdhin financial or economic
events, significant corporate events or certaiotlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and fiegable thereunder) may be declared immediatedyatha payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmeould automatically result in
amounts outstanding becoming immediately due agdtpga and all commitments being terminated.

Off-Balance Sheet Arrangements

At March 31, 2006, Moody’s did not have any relasbips with unconsolidated entities or financiatparships, such as entities often
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamhich would have been established for the
purpose of facilitating off-balance sheet arrangaimer other contractually narrow or limited pureesAs such, Moody'’s is not exposed to
any financing, liquidity, market or credit risk theould arise if it had engaged in such relatiopshi

Contractual Obligations

As of March 31, 2006, there has not been any natelnange outside the normal course of busines®idy’s contractual obligations
as presented in its annual report on Form 10-KHeryear ended December 31, 2005.

Dividends

On April 25, 2006, the Board of Directors of thenQuany approved the declaration of a quarterly @indlof $0.07 per share of
Moody’s common stock, payable on June 10, 200&aoeholders of record at the close of business ay 20, 2006.

Outlook

Moody’s outlook for 2006 is based on assumptiorsiaimany macroeconomic and capital market factoctiding interest rates,
corporate profitability and business investmenmnsiigg, merger and acquisition activity, consumeargling, residential mortgage borrowing
and refinancing activity and securitization levdlhere is an important degree of uncertainty sumiing these assumptions and, if actual
conditions differ from these assumptions, Moodgsults for the year may differ from the currentook.

For Moody'’s overall, the Company continues to pcojevenue growth in the high single-digit to dashbligit percent range for the full
year 2006. This assumes a modest negative impantfbreign currency translation which, at rategently prevailing between the U.
dollar and other major currencies, would resubi smaller reduction in the revenue growth rateterfull year 2006 than for the quarter.
Moody’s expects the operating margin after the ichpd expensing stock-based compensation to debiing to 150 basis points in 2006
compared with 2005. This reflects investments tbm@any is continuing to make to: expand internatilgnimprove analytical processes;
pursue ratings transparency and compliance inigatiintroduce new products; and improve technoloffastructure.
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For 2006 Moody’s continues to project year-overrygawth in diluted earnings per share in the tdgtyle-digit to doubledigit percen
range. This growth forecast includes the impactsdjistments related to legacy tax matters in 20@562006, and the expensing of stock-
based compensation in both 2005 and 2006. Thisrgeaesents the final year of “phasing in” of exgerelated to stock-based compensation,
which began in 2003, as well as the effects of @mpnting SFAS No. 123R. The impact of expensingksbased compensation is expected
to be in the range of $0.13—$0.15 per diluted sia2906, compared to $0.10 per diluted share 0620

In the U.S., the Company continues to forecast simdte-digit percent revenue growth for the Moodyigestors Service ratings and
research business for the full year 2006. In tHg. Structured finance business, Moalgkpects revenue for the year to rise modestiy tie
record level of 2005. The Company continues togmioa high teens year-over-year percent declimevienue from residential mortgage-
backed securities, including home equity secutitra and notes a divergence in market views abi@m006 outlook for this business.
Offsetting this expected decline, Moody'’s looks dauble-digit year-over-year revenue growth in maiker asset classes, including modestly
higher expectations than at the beginning of the Y& revenue from credit derivatives and comnanetiortgage-backed securities.

In the U.S. corporate finance business, the Compamyexpects revenue growth in the high singletgigrcent range for the year,
down from Moody’s previous expectation of low daeHdligit percent growth largely due to lower expddransaction volume in the
speculative grade bond sector.

In the U.S. financial institutions sector, the C@myp now expects revenue to grow in the high sitmlew double-digit percent range
for the year as new ratings mandates and fee isesgaartly related to the Enhanced Analysis Ingashould more than offset the impact of
lower revenue related to issuance volumes andetrenue deferral previously discussed.

For the U.S. public finance sector, Moody’s conéiatio forecast revenue for 2006 declining in theé-single-digit percent range as
rising interest rates should slow refinancing agtivihe Company continues to expect strong grawtiie U.S. research business at about
twenty percent.

Outside the U.S. Moody'’s still expects ratings rato grow in the low teens percent range. Thisdast assumes that foreign
currency translation rates will reduce internatioeaenue growth by approximately 160 basis pdiotshe year. In addition, the outlook
assumes low and mid-teens percentage growth irocatgfinance revenue from Europe and Asia, resgt For the financial institutions
business the Company expects to see mid- to higesdigit percent revenue growth in Europe and dtmwble-digit percent growth in Asia.
Moody'’s looks for low teens percentage growth iteiinational structured finance and about twentggm@rgrowth in international research
revenue.

For Moody’s KMV globally, the Company expects maatergrowth in net sales and revenue from creditassessment subscription
products, credit decision processing software,@oéessional services. This should result in midhigh single-digit percent growth in
revenue with greater growth in profitability.

Contingencies

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyisitiedand contingencies in connection with thesstters based upon the latest
information available. Moody’s discloses materiahging legal proceedings, other than routine litagaincidental to Moody’s business,
material proceedings known to be contemplated wegonental authorities and other pending matteasitimay determine to be approprie
For those matters where it is both probable thitdity has been incurred and the amount of ks be reasonably estimated, the Company
has recorded liabilities in the condensed
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consolidated financial statements and periodicadliysts these as appropriate. In other instaneesuse of the uncertainties related to both
the probable outcome and/or the amount or randesef management does not record a liability bstldses the contingency if significant.
As additional information becomes available, thenpany adjusts its assessments and estimates ofigbitities accordingly.

Based on its review of the latest information aalali¢, in the opinion of management, the ultimability of the Company in connectic
with pending legal and tax proceedings, claimsléigation will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencie

Moody’s has exposure to certain potential lialabtassumed in connection with the 2000 Distributidrese contingencies are referred
to by Moody’s as “Legacy Contingencies”.

To understand the Company’s exposure to the patdiatbilities described below, it is importantuaderstand the relationship between
Moody’s and New D&B, and the relationship among N2&B and its predecessors and other parties whioutih various corporate
reorganizations and related contractual commitmératee assumed varying degrees of responsibilitly veispect to such matters.

In November 1996, The Dun & Bradstreet Corporationugh a spin-off separated into three separatégpeompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizantt).June 1998, The Dun &
Bradstreet Corporation through a spin-off separatedtwo separate public companies: The Dun & Btagbt Corporation and R.H.
Donnelley Corporation. During 1998, Cognizant tiglo@a spin-off separated into two separate publicganies: IMS Health Incorporated
(“IMS Health”) and Nielsen Media Research, Inc. FIR"). In September 2000, Old D&B through a spin-s#fparated into two separate
public companies: New D&B and Moody'’s, as furthescribed in Note 1 to the condensed consolidatehdiial statements.

Information Resources, Inc

An antitrust lawsuit was filed in 1996 by Informati Resources, Inc. VNU N.V., a publicly traded Dutompany, and its U.S.
subsidiaries, VNU, Inc., ACNielsen Corporation, Alizlsen (US), Inc., and NMR (collectively, the “VNRarties”), had assumed exclusive
joint and several liability for any judgment ortsent of this antitrust lawsuit under the termhghe July 30, 2004 Amended Indemnity ¢
Joint Defense Agreement. As a result of the indgyrotiligation, Moody’s did not have any exposuratodgment or settlement of this
lawsuit unless the VNU Parties defaulted on thbligations. However, in the event of such a defaudhtractual commitments undertaken by
Moody’s in connection with various corporate rearigations since 1996 would have required the Compatear a portion of any amount
not paid by the VNU Parties.

On February 16, 2006, the parties to this actignesil a settlement agreement and releases froritjiabére exchanged among the
parties. Those releases include the Company, @thoat a defendant in the litigation, as a relead#@mounts payable to the plaintiffs in
connection with the settlement were paid by the ViRAUties, and the Company was not required to ibomér any amounts to the settlement
payment. The lawsuit has been dismissed with piegud

Legacy Tax Matter:
Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mess, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaékew by tax authorities.

Pursuant to a series of agreements, as betweese¢hers, IMS Health and NMR are jointly and sevgrkdible to pay one-half, and
New D&B and Mood’s are jointly and severally liable to pay the othelf, of any payments for taxes, penalties andusttinterest resultin
from unfavorable Internal Revenue Service (“IRS”)
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rulings on certain tax matters as described in sigthements (excluding the matter described betoWmortization Expense Deductions”
for which New D&B and Moody’s are solely responsijphnd certain other potential tax liabilities,cads described in such agreements.

In connection with the 2000 Distribution and pursiuta the terms of the 2000 Distribution Agreeméigw D&B and Moody'’s have,
between themselves, agreed to each be financedfyonsible for 50% of any potential liabilitiestthaay arise to the extent such potential
liabilities are not directly attributable to the@spective business operations.

Without limiting the generality of the foregoindyrée specific tax matters are discussed below.

Royalty Expense Deductio

This matter related to the IRS’ stated intentiodigallow certain royalty expense deductions claig Old D&B on its tax returns for
the years 1993 through 1996 as well as the IR8hiidn to reallocate to Old D&B income and expeitems that had been reported in a
certain partnership tax return for 1996. These enativere settled with the IRS in October 2005. H®relMS Health and NMR disagreed
with New D&B'’s calculation of each party’s sharetbé liability. New D&B anticipates commencing arhation proceedings against IMS
Health and NMR to collect the $7.3 million that N&&B and Moody’s each were obligated to pay tolflR8 on their behalf. Based upon the
current understanding of the positions that New D&Ml IMS Health may take, the Company believeslikely that New D&B will prevail,
but Moody’s cannot predict with certainty the outen

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 993 and 1994 may be offset by
tax liabilities relating to the above mentionedtparship formed in 1993. In the fourth quarter 002, New D&B filed a protest with the IRS
Appeals Office concerning the IRS’ denial of the tafunds. In the first quarter of 2006, New D&Bgla@ discussions with the IRS Appeals
Office to resolve the matter.

Moody'’s estimates that its remaining share of the patelibility for the Royalty Expense Deductions teatcould be up to $16 millic
after the October 2005 payment pursuant to theesent with the IRS which takes into consideratidr):the state income tax liability
connected with the terms of the federal closingagrent and (2) the potential write-off of receiesh(for which the Company’s exposure
could be up to $9 million).

Amortization Expense Deductio

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction entered into in 1997 which resultednvortization expense deductions on the tax retfr@id D&B since 1997. These
deductions could continue through 2012. In the pxamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgmed by Old D&B on its 1997 and 1998 tax retuiitse IRS also stated its intention to
disallow certain royalty expense deductions claitng®Ild D&B on its 1997 and 1998 tax returns wigspect to the partnership transaction.
In addition, the IRS stated its intention to digmefthe partnership structure and to realloca@ItbD&B certain partnership income and
expense items that had been reported in the pahipeiax returns for 1997 and 1998. New D&B disagreith these positions taken by the
IRS. IRS audits of Old D&B'’s or New D&B'’s tax retns for years subsequent to 1998 have resultegiisinance of similar Examination
Reports for the 1999 through 2002 tax years. Sirhil@mination Reports could result for tax yeafsssguent to 2002.

Should any such payments be made by New D&B relat@ither the April Examination Reports or anyagudial Examination Reports
for future years, including years subsequent testfpmration of Moody’s from New D&B, then pursumthe terms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B5&% share. In addition, should New D&B discontimleming the amortization
expense deductions on
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future tax returns, Moody’s would be required tpae to New D&B an amount equal to the discountddevaf its 50% share of the related
future tax benefits. New D&B had paid the discodntalue of 50% of the future tax benefits from tinéasaction in cash to Moody’s at the
Distribution Date. Moody’s estimates that the Compa potential exposures (including penalties and@ste and net of tax benefits) coulc
up to $116 million relating to the disallowanceaofiortization expense deductions and could be &i%d million relating to the disallowan
of amortization expense deductions by the partigiaid reallocation of the partnership income axease to Old D&B. These exposures
could increase by approximately $6 million to $1llion per year, depending on actions that the IR take and on whether New D&B
continues claiming the amortization expense deduostdn its tax returns.

New D&B is currently in discussion with the IRS threse issues. On March 3, 2006, New D&B and Moodgch deposited $39.8
million with the IRS in order to stop the accruktatutory interest on potential tax deficienaigsto or equal to that amount with respect to
the 1997 through 2002 tax years.

Moody'’s believes that the IRS’ proposed assessnuérigsx against Old D&B and the proposed reallaratiof partnership income and
expense to Old D&B are inconsistent with each otAecordingly, while it is possible that the IRSubd ultimately prevail in whole or in part
on one of such positions, Moody’s believes thé itnlikely that the IRS will prevail on both.

Utilization of Capital Losses

In December 2004, New D&B executed a formal setlenagreement for all outstanding issues relatédeanatter concerning
utilization of certain capital losses generateddig¢ D&B during 1989 and 1990. New D&B received tagsessments on this matter during
the first quarter of 2005. The third and final asseent was received in April 2006 of which Moody&sd its liability of $0.3 million. The
amounts paid by Moody'’s for the first two assessmarcluded its share of approximately $4 millibatt Moody’s and New D&B believe
should have been paid by IMS Health and NMR, buewmt paid by them due to their disagreement wattious aspects of New D&B’s
calculation of their respective shares of the paysdf New D&B fails to resolve this dispute witklS Health and NMR, Moody’s
understands that New D&B anticipates commencingratimn proceedings against them. Moody’s beliettet New D&B should prevail in
its position, but the Company cannot predict wihtainty the outcome. In the first quarter of 208®0dy’s had increased its liabilities by
$2.7 million due to this disagreement.

Summary of Moody’s Exposure to Legacy Tax Matters

The Company considers from time to time the rangkpmobability of potential outcomes related tdéigacy tax matters and establis
liabilities that it believes are appropriate inhligof the relevant facts and circumstances. Ingism Moody’s makes estimates and judgments
as to future events and conditions and evaluaessitmates and judgments on an ongoing basis.

For the three months ended March 31, 2006 and 2605 ompany recorded a tax benefit of $0.9 milkon a charge of $2.7 million,
respectively. The Company also has recorded $dIi®mand $2.0 million of interest expense relatedts legacy tax matters in the first
quarters of 2006 and 2005, respectively. Moodytaltoet legacy tax liabilities as of March 31, 200ére $98 million (consisting of $107
million of tax liabilities, partially offset by thexpected utilization of $9 million of tax receive). The $98 million of expected cash
payments consists of $8 million of current lialél (reflecting the estimated cash payments relattite Royalty Expense Deductions matter
that is expected to be made over the next twelvetihsd and $90 million of non-current liabilities.

It is possible that the legacy tax matters coulddselved in amounts that are greater than théditiab recorded by the Company, which
could result in additional charges that may be nedteo Moody'’s future reported results, finangmaisition and cash flows. In matters where
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody's believes that ulélydtis unlikely that the IRS would retain suchpdicative payments.
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Regulation

In the United States, Moody’s Investors Serviceltesn designated as a Nationally Recognized Stati®ating Organization
(“NRSRO”) by the Securities and Exchange Commis$i&&EC"). The SEC first applied the NRSRO designation in 1@/&mpanies whos
credit ratings could be used by broker-dealerpfoposes of determining their net capital requineimieSince that time, Congress (including
in certain mortgage-related legislation), the SECI¢ding in certain of its regulations under thexBrities Act of 1933, as amended, the
Securities Exchange Act of 1934, as amended anthttestment Company Act of 1940, as amended) amer gfovernmental and private
bodies have used the ratings of NRSROs to distifigbétween, among other things, “investment gradd™non-investment grade”
securities. Moody’s Investors Service also voluhtaegisters with the SEC as a NRSRO under thedtment Advisers Act of 1940, as
amended.

Over the past several years, U.S. regulatory andressional authorities have questioned the siittabf continuing to use ratings in
federal securities laws and, if such use is coetiinthe potential need for altering the regulafomyework under which rating agencies
operate. Following is a summary of some recent ldpweents in the U.S.

In March 2005, the SEC disclosed that in considgtie oversight of NRSROs, it may pursue a volynt@mpliance and oversight
framework for rating agencies that are designasedlRSROs, or it could seek legislative authorityféomal oversight of NRSROs. Moody’s
continues to cooperate with the SEC in its efftotdevelop the voluntary framework with the NRSROs.

In April 2005, the SEC released for public commeifroposed Rule on the “Definition of Nationallyd@gnized Statistical Rating
Organization”. The proposed definition of the tdiRSRO is an entity that: (i) issues publicly aviaiéacredit ratings that are current
assessments of the creditworthiness of obligons meispect to specific securities or money markstiuments; (ii) is generally accepted in the
financial markets as an issuer of credible anélbédi ratings, including ratings for a particuladustry or geographic segment, by the
predominant users of securities ratings; andygps systematic procedures designed to ensuréleradid reliable ratings, manage potential
conflicts of interest, and prevent the misuse afpublic information, and has sufficient financiasources to ensure compliance with those
procedures. Numerous market participants, inclutiogdy’s, responded to the request for comment. dj&oresponse can be found on the
Regulatory Affairspage of the Company’s website.

In addition, in June 2005 the SEC produced techaigsistance pursuant to a congressional requasingeto statutory authority that tl
SEC may need if Congress determines that it isopjate to create a comprehensive oversight refpmeredit rating agencies. Congress
also requested that market participants providie #ews on the SEC'’s technical assistance. Moodgimments can be found on the
Regulatory Affairspage of the Company’s website.

In June 2005, U.S. House Representative Michaep&itick (R-PA) introduced H.R. 2990, the “Cred#tiRg Agency Duopoly Relief
Act of 2005”. The House of Representatives’ FinahBiervices Subcommittee on Capital Markets heltihgs on H.R. 2990 in June and
November 2005, at which several interested paiigtified.

In March 2006, the United States Senate CommitteBamking, Housing and Urban Affairs (the “Banki@gmmittee”) held a hearing
on “Assessing the Current Oversight and Operatfd@redit Rating Agencies”, at which several intéeesparties testified. In April 2006, the
Banking Committee held a hearing with SEC Chair@arnistopher Cox on “A Review of Current Securitissues”, which included
discussion related to oversight of rating agencmirman Cox indicated, among other things, that3EC will continue to work with the
NRSROs to develop a voluntary oversight framew

Senator Richard Shelby (R-AL), Chair of the Bank@mgmmittee, and Representative Michael Oxley (R-GBiair of the House of
Representatives’ Financial Services Committee, leaoh indicated their intention to advance thexgatigency issue in 2006. At present,
Moody'’s is unable to assess the likelihood of agutatory or legislative changes that may resolinfongoing reviews in the United States,
nor the nature and effect of any such regulatoanges.
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Internationally, several regulatory developmentgehaccurred:

IOSCO—In December 2004, the Technical Committee of therhational Organization of Securities Commissigh3SCO”)
published the Code of Conduct Fundamentals for iCRatting Agencies (the “lIOSCO Code”). The IOSCCQdEds the product of
approximately two years of collaboration among |@5@€ating agencies and market participants, anorparates provisions that address
three broad areas:

« the quality and integrity of the rating proce
» credit rating agency independence and the avoidaihcenflicts of interest; an
« credit rating agency responsibilities to the ini@spublic and issuer:

The IOSCO Code is not binding on credit rating agges It relies on voluntary compliance and pulbigclosure of areas of non-
compliance by credit rating agencies so that usecsedit ratings can better assess rating ageebg\or and performance. Moody’s
endorsed the IOSCO Code and in June 2005 publish&bde of Professional Conduct (the “Moody’s Cogirsuant to the IOSCO Code.
The Moody’s Code can be found on Regulatory Affairgpage of the Company’s website.

In April 2006, Moody’s Investors Service publishigifirst annual report on the implementation ofddg’s Code. The report discusses
policies, procedures and processes that implerheritlbody’s Code. The report also describes diffegsrbetween the MoodyCode and th
IOSCO Code and how Moody’s believes that the ohjestof the IOSCO Code are otherwise addressed.

In the European Union, the European Commission ifi@assion”) issued a Communication on rating agenirieJanuary 2006. The
Commission noted that recent European Union (“Bugncial services legislative measures that devamt to credit rating agencies,
combined with a self-regulatory framework for rgtiagencies based on the IOSCO Code, providedabsiframework for the oversight of
rating agencies and that no legislative actionsewequired at present. The Commission indicatetitidéll monitor developments related to
rating agencies and has asked the Committee opEaroSecurities Regulators (“CESR”) to monitommtgencies’ compliance with the
IOSCO Code and report back regularly. CESR haisiad a process to assess such compliance andrtotsts first annual report to the
Commission in late 2006.

European Union Market Abuse Directiveln 2003, the EU adopted the Market Abuse Direcfitre “Directive”), which provides a
common European framework for the prohibition afidier dealing and market manipulation, and promotasket integrity by ensuring
prompt and fair disclosure of information aboutfiigial instruments to the public. The EU countdes currently adopting legislation that
implements the Directive. While the Directive igplpable to all participants in the European cdpitarkets, the EU has excluded credit
rating agencies from certain of its rules that ffjmadly address the type and amount of informatilbat should be disclosed to the market.
Depending on how each EU country adopts the Directt could, among other things, alter rating agesi communications with issuers as
part of the rating assignment process and incriglasaly’s cost of doing business in Europe and thelleisk associated with such business.

The Basel Committee-In June 2004, the Basel Committee on Banking Sugien published its new capital adequacy framework
(“Basel II") to replace its initial 1988 frameworkinder Basel Il, ratings assigned by recognizeditrating agencies (called External Credit
Assessment Institutions, or “ECAIs”) would be atealative available to banks to determine credik weights for many of their institutional
credit exposures. Recognized ECAIs could be subjegtbroader range of oversight. It is anticipatet Basel 1l will be implemented by
national regulatory authorities starting in Janu20Q7.

In the EU, Basel Il has been adopted through th@t@laRequirements Directive (“CRD"hich, among other things, set out criteria
recognizing ECAIs within the EU. The Commissionatesl the Committee of European Banking Supervi6@EBS”), comprised of
European banking regulators, to advise it on bangilicy issues that include implementing the CRDJanuary 2006, CEBS published
“Guidelines for a common approach to the recognitibExternal Credit Assessment Institutions”. Huédelines provide the basis for a
consistent approach to the implementation of th®GHRCAI recognition and supervision criteria, aDBBS expects that national regulators
in EU Member States will apply the guidelines.
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Bank regulators in the EU and in other jurisdici@iobally have begun the ECAI recognition procégshis time Moody’s cannot
predict the long-term impact of Basel Il on the mamnin which the Company conducts its business. é¥@n Moody’s does not currently
believe that Basel Il will materially affect itsyincial position or results of operations.

Other legislation and regulation relating to crediing and research services has been consideradifne to time by local, national
and multinational bodies and is likely to be coesédl in the future. In certain countries, governte@may provide financial or other suppor
locally-based rating agencies. In addition, govesnta may from time to time establish official rgtiagencies or credit ratings criteria or
procedures for evaluating local issuers. If enagcieg such legislation and regulation could sigaifitly change the competitive landscape in
which Moody’s operates. In addition, the legalssadf rating agencies has been addressed by d¢owdsious decisions and is likely to be
considered and addressed in legal proceedingstfreento time in the future. Management of Moodyasinot predict whether these or any
other proposals will be enacted, the outcome offeEmding or possible future legal proceedingsheruitimate impact of any such matters on
the competitive position, financial position oruks of operations of Moody'’s.

Forward-Looking Statements

Certain statements contained in this quarterly nteo Form 10-Q are forward-looking statements aredbased on future expectations,
plans and prospects for the Company’s busines®p@iations that involve a number of risks and uagsies. Such statements involve
estimates, projections, goals, forecasts, assungéind uncertainties that could cause actual eesutbutcomes to differ materially from thi
contemplated, expressed, projected, anticipatéuglied in the forward-looking statements. Thosgesthents appear at various places
throughout this quarterly report on Form 10-Q, uitithg in the sections entitled “Outlook” and “Corgéencies” under Item 2. “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations”, commencing at page 21isfgbarterly report on Form 1Q; and
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “inteiyd'plan”, “will”, “predict”, “potential”,
“continue”, “strategy”, “aspire”, “target”, “forecd”, “project”, “estimate”, “should”, “could”, “ma¥yand similar expressions or words and
variations thereof relating to the Company’s viemsfuture events, trends and contingencies. Stddeh®and investors are cautioned not to
place undue reliance on these forward-looking statés. The forwardboking statements and other information are madef ¢he date of th
quarterly report on Form 10-Q, and the Company rtalles no obligation (nor does it intend) to publgupplement, update or revise such
statements on a going-forward basis, whether asuwdtrof subsequent developments, changed expettair otherwise. In connection with
the “safe harbor” provisions of the Private SedesiLitigation Reform Act of 1995, the Companydertifying examples of factors, risks and
uncertainties that could cause actual resultsfterdperhaps materially, from those indicated lgse forward-looking statements. Those
factors, risks and uncertainties include, but atdimited to, changes in the volume of debt arfteosecurities issued in domestic and/or
global capital markets; changes in interest ratgisadher volatility in the financial markets; matlerceptions of the utility and integrity of
independent agency ratings; possible loss of matiate through competition; introduction of compgtproducts or technologies by other
companies; pricing pressures from competitors aralistomers; the potential emergence of governrsgosored credit rating agencies;
proposed U.S., foreign, state and local legislasind regulations, including those relating to Naaity Recognized Statistical Rating
Organizations; possible judicial decisions in vasiqurisdictions regarding the status of and padéhabilities of rating agencies; the possible
loss of key employees to investment or commera@akb or elsewhere and related compensation castyres; the outcome of any review by
controlling tax authorities of the Company’s globsat planning initiatives; the outcome of those aaxl legal contingencies that relate to Old
D&B, its predecessors and their affiliated compariae which the Company has assumed portions dfithacial responsibility; the outcome
of other legal actions to which the Company, frametto time, may be named as a party; the abifithe Company to successfully integrate
the KMV and MRMS businesses; a decline in the dehfancredit risk management tools by financiatitasions. These factors, risks and
uncertainties as well as other risks and uncerésitthat could cause Moody’s actual results tcediffiaterially from those contemplated,
expressed, projected, anticipated or implied inftnevard-looking statements are described in gradgtail in the Compang’annual report ¢
Form 10-K and in other
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filings made by the Company from time to time wiitle Securities and Exchange Commission or in nasencorporated herein or therein.
Stockholders and investors are cautioned thatt¢bharoence of any of these factors, risks and uatgits may cause the Company’s actual
results to differ materially from those contempthtexpressed, projected, anticipated or implieghénforward-looking statements, which
could have a material and adverse effect on thepg2ogis business, results of operations and finacoiadition. New factors may emerge
from time to time, and it is not possible for ther@pany to predict new factors, nor can the Compamsgss the potential effect of any new
factors on it.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

There was no material change in the Company’s expds market risk from December 31, 2005 to M&@th2006. For a discussion of
the Company’s exposure to market risk, refer tmI#A, “Quantitative and Qualitative Disclosures abWlarket Risk”, contained in the
Company’s annual report on Form 10-K for the yeatesl December 31, 2005.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurdés Tompany carried out an evaluation, as requiyeule 13a-15(b) under the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”), under the supervision and with thetipipation of the Company’s
management, including the Company’s Chief Execudi¥ficer and Chief Financial Officer, of the effagness of the design and operation of
the Company’s disclosure controls and procedured tiee end of the period covered by this repdr (Evaluation Date”). Based on such
evaluation, such officers have concluded thatfakeoEvaluation Date, the Company’s disclosureris and procedures are effective in
alerting them on a timely basis to material infotimrarelating to the Company (including its condatied subsidiaries) required to be inclu
in the Company’s periodic filings under the Exchargt.

In addition, the Company’s management, includirg@ompany’s Chief Executive Officer and Chief FiciahOfficer, has determined
that there were no changes in the Company’s inteorarol over financial reporting that have maadyi affected, or are reasonably likely to
materially affect, these internal controls oveafigial reporting during the period covered by thjgort.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitisdand contingencies in connection with thessters based upon the latest
information available. Moody'’s discloses materiahding legal proceedings, other than routine littgaincidental to Moody'’s business,
material proceedings known to be contemplated wegonental authorities and other pending matteasitimay determine to be approprie
For those matters where it is both probable tHattdlity has been incurred and the amount of loes be reasonably estimated, the Company
has recorded liabilities in the condensed constdiifinancial statements and periodically adjusése as appropriate. In other instances,
because of the uncertainties related to both thleginle outcome and/or the amount or range of lnasagement does not record a liability
discloses the contingency if significant. As aduitil information becomes available, the Companyssijits assessments and estimates of
such liabilities accordingly.

The discussion of the legal matters under Patem 2. “Management’s Discussion and Analysis ofiRmial Condition and Results of
Operations—Contingencies”, commencing at page 2Bisfquarterly report on Form 10-Q, is incorpodait&o this Iltem 1 by reference.

Based on its review of the latest information aafali¢, in the opinion of management, the ultimatbility of the Company in connecti
with the pending legal and tax proceedings, clamg litigation will not have a material adverseseffon Moody'’s financial position, results
of operations or cash flows, subject to the comtitajes described in Part I, Item 2. “Management&ssion and Analysis of Financial
Condition and Results of Operations—Contingencies”.

Item 1A. Risk Factors

There have been no material changes from Decenh@085 to the significant risk factors and undatias known to the Company
that, if they were to occur, could materially acedy affect the Company’s business, financial cowli operating results and/or cash flow.
For a discussion of the Company’s risk factorgréd Item 1A. “Risk Factors”, contained in the GQmany’s annual report on Form 10-K for
the year ended December 31, 2005.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

MOODY'S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended March 31, 2006

Total Number of Shares Approximate Dollar Value of
Purchased as Part of Shares That May yet be
Total Number of Average Price Publicly Announced Purchased Under the

Period Shares Purchased ( Paid per Share Program Program (2)
January -31 1,146,77. $ 63.22 1,144,70! $ 783.6 millior
February -28 866,47. $ 63.71i 799,00( $ 732.6 millior
March 1-31 1,224,67. $ 68.8¢ 1,140,27! $ 654.1 millior
Total 3,237,91! 3,083,971

(1) Includes the surrender to the Company of 2ghates in January; 67,473 shares in February; 4d4@38 shares in March of common
stock to satisfy tax withholding obligations in eattion with the vesting of restricted stock isstemdmployees

(2) As of the last day of each of the months. On Oat@be 2005, the Board of Directors authorized aditamhal $1 billion share repurche
program. There is no established expiration datéhie authorization. During November 2005, the @amy completed its previous
$600 million program, which had been authorizedHgyBoard of Directors in May 200
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During the first quarter of 2006, Moody’s repurodas8.1 million shares, excluding 0.2 million shasasrendered to satisfy tax
withholding obligations in connection with the viegt of restricted stock issued to employees, a@ggregate cost of $201.8 million and
issued 3.7 million shares of stock under employeeksbased compensation plans. Since becoming lcpampany in October 2000 and
through March 31, 2006, Moody’s has repurchasefl 68llion shares at a total cost of $2.0 billion¢luding 35.8 million shares to offset
issuances under employee stock-based compensédits p

Item 4. Submission of Matters to a Vote of Securityolders
The stockholders of the Company voted on threedtatthe Annual Meeting of Stockholders held onil&%, 2006:
1. To elect three Class Il directors of the Comptangach serve a three-year term;

2. To ratify the appointment of Pricewaterhouse@us.LP as the independent registered public adoayfirm of the Company
for the year 2006; and

3. A stockholder proposal to elect each directaruatly.
At the Annual Meeting:
1. The nominees for Class Il directors to eachesarthree-year term were elected based upon tlesvfof votes:

Nominee Votes For Votes Withheld
Ewald Kist 242,270,92 3,582,34!
Henry A. McKinnell, Jr., Ph.C 234,328,89 11,524,37
John K. Wulff 242,214,97 3,638,29

The Company'’s directors whose terms continued #iteAnnual Meeting are: Basil L. Anderson; RolierGlauber, Connie Mack,
Nancy S. Newcomb and Raymond W. McDaniel

2.  The appointment of PricewaterhouseCoopers LLiRdependent registered public accounting firm2006 was ratified as

follows:
243,541,96¢ votes for appointmer
810,45¢ votes agains
1,500,84: abstention:

3. The stockholder proposal to elect each directoualyreceived the following vote

109,872,09: votes for approve
109,361,87¢ votes agains
2,732,19¢ abstention:
23,887,10¢ broker nor-votes
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Item 6. Exhibits
Exhibits

Exhibit No.
3

10

A*

31

A*
2%

32

A*

2%

* Filed herewith

Description

ARTICLES OF INCORPORATION AND B-LAWS

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3yri998, ¢
amended effective October 1, 2000, and as furtimemaed effective April 26, 2005 (incorporated bference to
Exhibit 3.1 to the Report on Form 8-K of the Regist file number 1-14037, filed October 4, 2000] &xhibit
3.1 to the Report on Forn-K of the Registrant, file numbe-14037, filed April 27, 2005

Amended and Restated By-laws of the Registranb(parated by reference to Exhibit 3.2 of the Regitts
Registration Statement on Form 10, file numt-14037, filed June 18, 199¢

MATERIAL CONTRACTS

Director Compensation Arrangeme!

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARRBRES-OXLEY ACT OF 2002
Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 2002
Chief Financial Officer Certification Pursuant teciion 302 of the Sarbar-Oxley Act of 2002
CERTIFICATIONS PURSUANT TO SECTION 906 OF THE SARBIES-OXLEY ACT OF 2002

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbamxésy@.ct

of 2002. (The Company has furnished this certificatind does not intend for it to be considerestifiinder the
Securities Exchange Act of 1934 or incorporateddfgrence into future filings under the Securitdes of 1933
or the Securities Exchange Act of 193

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbamxésy@.ct

of 2002. (The Company has furnished this certificatind does not intend for it to be considerestifilnder the
Securities Exchange Act of 1934 or incorporateddfgrence into future filings under the Securiies$ of 1933
or the Securities Exchange Act of 192
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned, thereunto duly authorized.

Date: May 1, 2006

Date: May 1, 2006
39

MOODY’S CORPORATION

By: /s/ LINDA S. HUBER
Linda S. Huber
Executive Vice President and Chief Financial Office(principal
financial officer)

By: /sl JosepHM c C ABE
Joseph McCabe
Senior Vice President and Corporate Controller
(principal accounting officer)




EXHIBIT 10.1

Director Compensation Arrangements

Non-employee directors receive a combination oheasl equity compensation for serving on the Bodfdirectors. Non-employee
directors receive an annual retainer of $75,00Querterly installments. The Chairman of each Cottemiof the Board receives an additional
annual fee of $20,000, in quarterly installmentserE are no separate meeting fees.

Non-employee directors receive an annual granl6b$00 of restricted stock following the announeatrof year-end earnings. The
restricted stock vests in three equal annual iins¢ats.

On account of director Ewald Kist serving in 20@5Chairman of the Company’s Senior European Adyi€muncil, on April 25, 2006
the Board of Directors approved and ratified thgnpant of an additional Board service fee to Mr.tKis15,000 Euros.



EXHIBIT 31.1

CHIEF EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Raymond W. McDaniel, Jr., Chairman and Chief &xare Officer of Moody’s Corporation, certify that
1. I have reviewed this quarterly report on ForraQ 0f Moody’s Corporation;

2. Based on my knowledge, this report does notador@iny untrue statement of a material fact or dondttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the periods covered by this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrant have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoifas designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Designed such internal control over financigloing, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation
of financial statements for external purposes toetance with generally accepted accounting priesijp

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentaikineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this report
based on such evaluation; and

d) Disclosed in this report any change in the teghig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

/s/ RaymonD W. M cD ANIEL , JR.

Raymond W. McDaniel, Jr.
Chairman and Chief Executive Officer

May 1, 2006



EXHIBIT 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Linda S. Huber, Executive Vice President ande€Rinancial Officer of Moody’s Corporation, ceytithat:
1. I have reviewed this quarterly report on ForraQ 0f Moody’s Corporation;

2. Based on my knowledge, this report does notador@iny untrue statement of a material fact or dondttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the periods covered by this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrant have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedoas designed under
our supervision, to ensure that material informmatielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and the preparation
of financial statements for external purposes toetance with generally accepted accounting priesip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentikineport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this report
based on such evaluation; and

d) Disclosed in this report any change in the teghig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

/s/  LINDA S. HUBER
Linda S. Huber
Executive Vice President and Chief Financial Office

May 1, 2006



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of MoodZsrporation (the “Company”) on Form IDfor the period ended March 31, 200t
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Raymond W. Mgil, Jr., Chairman and Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to Se806 of the Sarbanes-Oxley Act of
2002, that to the best of my knowledge:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations
of the Company.

/s/  RaymonD W. M cD ANIEL , JR.
Raymond W. McDaniel, Jr.
Chairman and Chief Executive Officer

May 1, 2006



EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of MoodZsrporation (the “Company”) on Form IDfor the period ended March 31, 200t
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Linda S. Hylexecutive Vice President and Chief
Financial Officer of the Company, certify, pursuémil8 U.S.C. § 1350, as adopted pursuant to $e806 of the Sarbanes-Oxley Act of
2002, that to the best of my knowledge:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@alition and results of operations
of the Company.

/s/  LINDA S. HUBER
Linda S. Huber
Executive Vice President and Chief Financial Office

May 1, 200€



