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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 June 30, 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 13-399894c&

(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 € 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 requirementstfe past 90 days. Ye&l No O

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

Large accelerated filerx] Accelerated filer Non-accelerated filer
O O

Indicate by checkmark whether the registrant isedl sompany (as defined in Rule 12b-2 of the ExgjeeAct). Yes [ 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 June 30, 2006
Common Stock, par value $0.01 per st 281.9 million
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

Revenue
Expense!

MOODY’'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UN AUDITED)

(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 ta
Provision for income taxe

Net income

Earnings per shal
Basic

Diluted

Weighted average shares outstanc

Basic
Diluted

Three Months Ended

Six Months Ended

June 30, June 30,

2006 2005 2006 2005
$511¢ $ 446:¢ $951€  $837.:
213.( 185.% 405.5 354.7
9.3 8.7 18.7 17.5
222.% 194.( 4242 372.(
289.1 252.¢ 527. 465.1
0.7 (3.9 4.1 (9.2)
289.¢ 248.¢ 531 456.2
117.i 103.t 213.2 192.]
$ 172.] $ 145.¢ $318.C $264.]
$ 060 $ 0.4¢ $ 1.1C $ 0.8¢
$ 0.5¢ $ 047 $ 1.07 $ 0.8€
286.4 300.4 288.f 299.7
293.7 307.7 296.¢ 306.¢

The accompanying notes are an integral part of¢inelensed 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 $13.2006 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; 10,000s8ares authorized; no shares is¢
Series common stock, par value $.01 per sharef@@O0 shares authorized; no shares is
Common stock, par value $.01 per share; 1,000,000:0ares authorized; 342,902,272 shares i
at June 30, 2006 and December 31, 2
Capital surplu
Retained earning
Treasury stock, at cost; 60,995,344 and 52,604sAades of common stock at June 30, 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 of¢inelensed consolidated financial statements.
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December 31

June 30,

2006 2005
$ 223. $ 486.(
7.1 94.t
424.¢ 421.¢
24.¢ 49.t
679.¢ 1,051.¢
60.C 55.4
54.1 56.4
154.C 152.1
66.€ 70.¢€
116.€ 70.7
$1,131.: $ 1,457..
$ 192. $ 279:¢
334.¢ 299.1
527.1 578.¢
88.¢ 75.7
300.C 300.C
194 193.2
1,110.! 1,147.¢
3.4 34
303.: 240.¢
1,717.¢ 1,419.:
(2,011.) (1,353.))
7.5 (0.9)
20.€ 309.¢
$1,131. $ 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 provided by (used in) investing activi
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 casvadnts
(Decrease) increase in cash and cash equivz
Cash and cash equivalents, beginning of the pi
Cash and cash equivalents, end of the pe

Six Months Ended

June 30,

2006 2005
$ 318.c $264.1
18.7 17.c
34.€ 29.2
(74.9) 33.4
2.€ (9.6)
25.1 (0.9)
2.3 1.7
(50.5) (6.5)
(0.9) (27.7)
46.4 33.7
0.3 10.2
322.¢ 345.¢
(12.9 (11.7)
(338.9 (13.0)
429.1 9.1
(2.0) (3.9
75.2 (19.5)
70.5 52.t
(775.) (19.2)

74.% —
(40.9) (27.6)
— (0.6)
(671.9) 4.9
10.5 (6.9
(262.9) 324.7
486.( 606.1
$ 223.2 $930.¢

The accompanying notes are an integral part ofdimelensed 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 capitakets, 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 and economic centany, including in-depth research on major issuedustry studies, special comments
and credit opinion handbooks. The MKMV businessatigys and distributes quantitative credit risk assent products and services and
credit processing software for banks, corporatimd investors in credit-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 serditg 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@@ibution 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 Agreemeftnployee Benefits Agreement, Shared Transactiovics 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 statement of financial positiesults of operations and cash flows at thesdatel 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 acogjriehe United States of America. Certain prioalyamounts have been reclassified to
conform to the current year presentation.

2. STOCK-BASED COMPENSATION

On January 1, 2006, the Company adopted, undendiéfied prospective application method, the failue method of accounting for
stock-based compensation under Statement of Fialafsctounting Standards (“SFAS”) No. 123 (Revis@04) “Share-Based
Payment” (“SFAS No. 123R"). Under this pronouncetmenmpanies are required to record compensatiparee for all share-based
payment award transactions granted to employeesilmsthe fair value of the equity instrument attilne of grant. This includes shares
issued under employee stock purchase plans, stikns, restricted stock and stock appreciatiohtsigPreviously, on January 1, 2003, the
Company adopted, on a prospective basis, the dievmethod of accounting for stock-based compemsander SFAS No. 123,
“Accounting for Stock-Based Compensation”.
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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)

In the first half of 2006, the incremental compéimsaexpense due to the adoption of SFAS No. 128Red operating income and
income before provision for income taxes to de@dns$2.9 million, net income to decrease by $lillilam and had a $0.01 impact on both
basic and diluted earnings per share. In addipdoy to the adoption of SFAS No. 123R, cash retdias a result of tax deductions relating to
stock-based compensation was presented in the esedeonsolidated statements of cash flows as enatipg cash flow, along with other
tax cash flows, in accordance with the provisiohEmerging Issues Task Force (“EITF”) No. 00-15/d€Xification in the Statement of Cash
Flows of the Income Tax Benefit Received by a Comypzpon Exercise of a Nonqualified Employee Stogti@h” (“EITF 00-15"). SFAS
No. 123R supersedes EITF-15, amends SFAS No. 95, “Statement of Cash Floarsd, requires tax benefits relating to excess spaded
compensation deductions to be prospectively predantthe condensed consolidated statements offlcagh as a financing cash flow. As a
result of this change in presentation, $74.3 millid excess tax benefits from stock-based compiemsags recorded as a cash flow from
financing activities rather than a cash flow fropemating activities for the six months ended Juhe2B06.

The condensed consolidated statements of operaticiusle pre-tax compensation expense of $20.7aniind $12.3 million for the
three months ended June 30, 2006 and 2005, resggcand $34.6 million and $29.2 million for thix snonths ended June 30, 2006 and
2005, respectively, related to stock-based compiemsplans. The total income tax benefit recognirethe income statement for stock-based
compensation plans was $7.8 million and $4.6 nmilfior the three months ended June 30, 2006 and, 28§3ectively; and $13.2 million and
$11.5 million for the six months ended June 30,&280d 2005, respectively. There was $0.1 millioo@hpensation expense capitalized for
the three and six months ended June 30, 2006. TWees&0 compensation expense capitalized for tiee thnd six months ended June 30,
2005. The expense for the six months ended Jun2083, includes approximately $9.1 million relatiogthe accelerated expensing of equity
grants for employees who were at or near retirerakgibility as defined in the related Company &t@tans. The 2005 expense is less than
that which would have been recognized if the failue method had been applied to all awards sireettiginal effective date of SFAS
No. 123 rather than being applied prospectivelgfalanuary 1, 2003. Had the Company determinedk-based compensation expense using
the fair value method provisions of SFAS No. 128siits original effective date, Moody’s net incoaral earnings per share for 2005 would
have been reduced to the pro forma amounts sholewb&he pro forma amounts for the six months entlate 30, 2005 include the effec
the $9.1 million pre-tax charge discussed above.

Three Months Endec Six Months Endec
June 30, 2005 June 30, 2005
Net income;
As reportec $ 145.¢ $ 264.1
Add: Stockbased compensation expense included in ref
net income, net of ta 7.7 17.7
Deduct: Stock-based compensation expense determined
under the fair value method, net of | (8.9 (20.9)
Pro forma net incom $ 144.% $ 261.2
Basic earnings per shau
As reportec $ 0.4¢ $ 0.8¢
Pro forma $ 0.4¢ $ 0.87
Diluted earnings per shar
As reportec $ 0.47 $ 0.8¢€
Pro forma $ 0.47 $ 0.8t
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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 fair value of each option award is estimatedhendate of grant using the Black-Scholes optidoipy model that uses the
assumptions noted below. The expected dividend ysetlerived from the annual dividend rate on thteaf grant. The expected stock
volatility is based on implied volatility from trad options as well as historical volatility. Thekrifree interest rate is the rate in effect at the
time of the grant based on U.S. government zerp@obonds with maturities similar to the expectettiing period. The expected holding
period was determined by examining historical arajgeted post-vesting exercise behavior activitye Tollowing weighted average
assumptions were used for options granted duriaghtee and six months ended June 30, 2006 and 2005

Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
Expected dividend yiel 0.3%% 0.52% 0.44% 0.53%
Expected stock volatilit 23% 23% 23% 23%
Risk-free interest rat 4.88% 4.2% 4.5% 4.07%
Expected holding perio 6 yre 6 yrs 6 yrs 6 yre

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@sagiiions to acquire Moody’s common stock and sephrexercisable options to acquire
New D&B common stock, such that each option hadstrae 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&Bock options held by employees and retirees ofi3l& were converted in the same
manner. Immediately after the 2000 Distributiorg #1998 Plan was amended and adopted by the Company.

Under the 1998 Plan, 33,000,000 shares of the Coyrgpaommon stock have been reserved for issudifeAmended 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 #ite df grant. The Stock Plans also provide forgttaating of restricted stock. Unlike the
1998 Plan, the 2001 Plan also provides that camstslto the Company or any of its affiliates aigilele to be granted options.

The Company maintains a stock plan for its BoarBioéctors, the 1998 Moody’s Corporation Non-Emp@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 Comgpaimo is not an employee of the
Company or any of its subsidiaries as of the daedn award is granted is eligible to participatthe Directors’ Plan.
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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)

A summary of option activity as of June 30, 2006 ahanges during the six months then ended is piEddelow:

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 (4.0 18.3:2
Forfeited or expirel (0.9 40.12
Outstanding, June 30, 20 22.2 $  29.4¢ 6.4 yre $ 580.(
Vested and unvested expected to vest, June 30, 21.4 $ 28.7¢ 6.3 yre $ 571.C
Exercisable, June 30, 20 13.c $ 19.9- 5.1 yre $ 459.7

The weighted average grant date fair value pepopif Moody’s options granted during the three rhergnded June 30, 2006 and 2005
was $23.70 and $12.29, respectively; and $19.9%&8db0 for the six months ended June 30, 20028608, respectively. The aggregate
intrinsic value in the table above represents ¢ta pre-tax intrinsic value (the difference betwééoody’s closing stock price on the last
trading day of the first half of 2006 and the ex®z@rices, multiplied by the number of in-the-mpogtions) that would have been received
by the option holders had all option holders exaditheir options as of June 30, 2006. This amchemges based on the fair value of
Moody’s stock. The total intrinsic value of optioesercised during the six months ended June 3@ a6 2005, was $186.1 million and
$86.7 million, respectively. As of June 30, 200&re was $90.6 million of total unrecognized congagion expense related to options. The
expense is expected to be recognized over a weligivierage period of 1.3 years. Proceeds receivet thhe exercise of stock options was
$74.2 million and $52.2 million for the six montbsded June 30, 2006 and 2005, respectively. Thieamgfit realized from stock options
exercised during the six months ended June 30, 20686005 was $75.6 million and $35.0 million, extjvely.

At June 30, 2006, options outstanding of 20.7 onlland 1.5 million were held by Moody’s employerd getirees and New D&B
employees and retirees, respectively.

A summary of the status of the Company’s nonvesgstticted stock as of June 30, 2006 and changasydihe six months then ended
is presented below:

Weighted Average

Grant Date Fair

Nonvested Restricted Stock Shares Value Per Share
Balance, December 31, 20 .3 $ 38.5¢
Granted 0.¢ 63.1¢
Vested (0.9 37.8(
Forfeited (0.7 48.3¢
Balance, June 30, 20( 1.7 $ 51.92
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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 total fair value of shares vested during tlkersdnths ended June 30, 2006 and 2005 was $27i6mahd $9.7 million,
respectively. As of June 30, 2006, there was $6llibn of total unrecognized compensation expemedated to nonvested restricted stock.
The expense is expected to be recognized overghteei average period of 1.4 years. The tax beregfiized from the vesting of restricted
stock during the six months ended June 30, 20062808 was $10.7 million and $3.9 million, respeelyv

The Company has a policy of issuing treasury stodatisfy shares issued under stock-based comjmmgdans. The Company
currently expects to use a significant portiontsfcash flow to continue its share repurchase progihe Company implemented a systen
share repurchase program in the third quarter 8620rough a SEC Rule 10b5-1 program. Mosdway also purchase opportunistically w
conditions warrant. On June 5, 2006, the Boardiodd@ors authorized an additional $2 billion shampurchase program. Moody’s will begin
repurchasing shares under the new program uponletiorpof the $1 billion program authorized in Oméo 2005. The Comparg/intent is tc
return capital to shareholders in a way that settveis long-term interests. As a result, Moody'arghrepurchase activity will continue to vary
from quarter to quarter.

At the Distribution Date, all unexercised Old D&k options were converted into separately exabdésoptions of Moody 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 déidauc Accordingly, from the Distribution Date thrglu the 2002 tax year, Moody’s claimed
tax deductions when employees of New D&B exercldeddy’s stock options and vice versa.

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 optiwereises rather than the issuer. The 2000 Distdhuigreement entitles Moody'’s to
reimbursement from New D&B for the resulting logshe issuer-based tax deductions and in thedinatter of 2006, Moody's received
$20.9 million from New D&B. Accordingly, as of Juid®, 2006 and December 31, 2005, Moody'’s has tefe$12.5 million and $5.1
million, respectively, in other assets relatedh® &mounts due from New D&B and $18.1 million ihetcurrent assets as of December 31,
2005.

In addition, the Company also sponsors the Moo@ggporation Employee Stock Purchase Plan (“ESPRig. 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 ettt at from one percent to ten percel
compensation, subject to the federal limit. Th&ults in stock-based compensation expense foritfezathce between the purchase price and
fair market value under SFAS No. 123R as well ateuiSFAS No. 123.

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

Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
Basic 286.4 300.4 288.t 299.%
Dilutive effect of shares issuable under s-based compensation pla 7.3 7.3 8.1 7.2
Diluted 293.i 307.% 296.¢ 306.¢

10



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)

Options to purchase 2.9 million and 4.0 million coon shares for the three months ended June 30,&2@D8005, respectively; and
2.9 million and 4.1 million common shares for tideraonths ended June 30, 2006 and 2005, respegtivere outstanding but were not
included in the computation of diluted weightedrage shares outstanding because they were antidilut

4. SHORT-TERM INVESTMENTS

Short-term investments are securities with maesigireater than 90 days at the time of purchas@tbavailable for operations in the
next twelve months and include auction rate cegtifs at December 31, 2005. The short-term invedtage classified as available-for-sale
and therefore are carried at fair value. The reinginontractual maturities of the short-term inwestts were one month to 11 months and
one month to 38 years as of June 30, 2006 and Omsredd, 2005, respectively. Unrealized holding gaind losses on available-for-sale
securities, if any, would be included in accumulat¢her comprehensive income (loss), net of apipléicencome taxes in the condensed
consolidated financial statements. During the timeaths and six months ended June 30, 2006 and #6&%& were no realized gains or
losses from sales of available-for-sale securities.

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

Six Months Ended Year Ended
June 30, 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 $ 152.1 $ 7.6 $124.1 $ 1313
Additions 14 — 14 20.: — 20.:
Foreign currency translation adjustme 0.5 — 0.5 0.1 — 0.1
Ending balanc $ 29.¢ $124.1 $ 154.( $ 28.C $124.1 $ 152.1

The following table summarizes intangible assetbaidates indicated:

June 30 December 31
2006 2005

Customer lists (11.3 year original weighted averidgg $ 60.€ $ 60.2
Accumulated amortizatio (24.0 (21.9
Net customer list 36.€ 39.C
MKMYV trade secret (12.0 year weighted average 255 25.5
Accumulated amortizatio (1.2 0.2
Net trade secre 24.% 25.5
Other amortizable intangible assets (5.0 year maigiveighted average lifi 13.2 12.€
Accumulated amortizatio (7.€) (6.9
Net other amortizable intangible ass 5.7 6.5
Total intangible asse $ 66.€ $ 70.¢
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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)

Amortization expense for the six months ended Bih&006 and 2005 was $5.0 million and $3.3 milli@spectively. In December
2005, the Company began amortizing the MKMV tragleret over 12 years.

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

Year Ending December 31,

2006 (after June 3( $ 4.8
2007 9.1
2008 8.C
2009 7.1
2010 7.1
Thereaftel $30.4

6. 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 selectedugives.

The Company also provides certain healthcare dmdhlsurance benefits for retired U.S. employe€ilifer Post-Retirement Plans”).
The post-retirement healthcare plans are contripwtith participants’ contributions adjusted anryathe life insurance plans are
noncontributory. Effective at the Distribution DaMoody’s assumed responsibility for pension andedPostRetirement Plans relating to
active employees. New D&B has assumed respongibilitthe Company’s retirees and vested terminategloyees as of the Distribution
Date.

Following are the components of net periodic experfated to the pension and Other Post-Retirefianis for the three and six
months ended June 30, 2006 and 2005:

Pension Plans Other Post-Retirement Plans
Three Months Three Months Three Months Three Months
Ended Ended Ended Ended

June 30, 200t June 30, 200! June 30, 200t June 30, 200!
Components of net periodic expens
Service cos $ 2.6 $ 2.4 $ 0.2 $ 0.1
Interest cos 1.7 iLE 0.1 0.1
Expected return on plan ass (2.7 (2.0 — —
Amortization of net actuarial loss from earlier ipels 0.8 0.7 — —
Amortization of unrecognized prior service cc 0.1 0.1 — —
Net periodic expens $ 3.4 $ 2.7 $ 0.3 $ 0.2
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Pension Plans Other Post-Retirement Plans
Six Months Six Months Six Months Six Months
Ended Ended Ended Ended
June 30, 200 June 30, 200 June 30, 200 June 30, 200
Components of net periodic expens
Service cos $ 5.€ $ 5.C $ 0.4 $ 0.3
Interest cos 345 3.1 0.2 0.2
Expected return on plan ass 4.2 (4.7 — —
Amortization of net actuarial loss from earlier ipels 1.€ 1.3 — —
Amortization of unrecognized prior service cc 0.2 0.2 0.1 —
Net periodic expens $ 6.7 $ 5. $ 0.7 $ 0.t

The Company made payments of $0.4 million relateitstunfunded pension plan obligations duringgsitxemonths ended June 30, 2(
and no payments during the six months ended Jun20®%. Moody’s made no contributions to its fungedsion plans during both the six
months ended June 30, 2006 and 2005. The Compaty nuasignificant payments to its Other Post-Retéet Plans during both the six
months ended June 30, 2006 and 2005. The Compasgmity anticipates making payments of $0.5 miltmits unfunded pension plans and
$0.3 million to its Other Post-Retirement Plansimiyithe remainder of 2006.

7. INDEBTEDNESS

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold theopghkate placement
transaction, $300 million aggregate principal antafrits 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 Compg's outstanding 7.61% Senior Notes (“Old Noteshich
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 six months ended June 3@628nd 2005, respectively.

On September 1, 2004, Moody’s entered into a fiearysenior, unsecured bank revolving credit fac{tite “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 36#fdaility that expired in September 2004. Interstborrowings under the Facility is
payable at rates that are based on the LondorBiamérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésarto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. A&eJ80, 2006, such premium was 17 basis points Cimepany also pays quarterly facility
fees, regardless of borrowing activity under theilifg. The quarterly fees can range from 8 basigs of the Facility amount to 15 basis
points, depending on the Company’s Earnings CoeeRajio, and were 8 basis points at June 30, 200@er the Facility, the Company also
pays a utilization fee of 12.5 basis points on é&aings outstanding when the aggregate amount owlistg under the Facility exceeds 50%
the Facility. No interest was paid under the Facflir the six months ended June 30, 2006 and 280% borrowings were outstanding du
those periods.
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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 defime¢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 riiae 4 to 1 at the end of any fiscal
quarter. At June 30, 2006, the Company was in ciam@ with such covenants. Upon the occurrenceméin financial or economic events,
significant corporate events or certain other evennstituting an event of default under the Agrests, all loans outstanding under the
Agreements (including accrued interest and feealplaythereunder) may be declared immediately ddepagable and all commitments un
the Agreements may be terminated. In additionagerther events of default under the Agreementslavautomatically result in amounts
outstanding becoming immediately due and payaldeatircommitments being terminated.

Moody’s total interest expense was $3.8 million & million for the three months ended June 8062and 2005, respectively; and
$7.6 million and $11.5 million for the six monthsded June 30, 2006 and 2005, respectively. Taddat income on cash and cash
equivalents and shotérm investments was $4.7 million and $6.2 millfonthe three months ended June 30, 2006 and 288Bectively; an
$11.0 million and $10.7 million for the six montasded June 30, 2006 and 2005, respectively.

8. 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 Mdyoody'’s is also subject to ongoing tax auditslie normal course of business.
Management periodically assesses the Companyifitisdand contingencies in connection with thessters 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 tHattélity 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 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 effeat Moody’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”. The prpadiLegacy Contingencies presently outstandingedtatax matters.
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To understand the Company’s exposure to the patdiabilities 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 Corporatitough a spin-off separated into three separdawiqpoompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizantt).June 1998, The Dun &
Bradstreet Corporation through a spin-off separatadtwo separate public companies: The Dun & Btambt 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-séfparated into two separate
public companies: New D&B and Moody'’s, as furthescribed in Note 1 to the condensed consolidatehfiial statements.

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 nommékew 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 othalf, of any payments for taxes, penalties andusztinterest resultin
from unfavorable Internal Revenue Service (“IRljrigs on certain tax matters as described in sgceements (excluding the matter
described below as “Amortization Expense Deductiémswhich New D&B and Moody’s are solely respadnigi) 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 financeyonsible for 50% of any potential liabilitiestth@ay arise to the extent such potential
liabilities are not directly attributable to theaspective 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 intentiodligallow certain royalty expense deductions claiog 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 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 arbtion proceedings against IMS
Health and NMR to collect the $7.3 million that N&&B and Moody’s each were obligated to pay toHR€ 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
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In the second quarter of 2006, Moody’s paid apprately $9 million for the state income tax lialjiltonnected with the terms of the
October 2005 settlement with the IRS and reveriseaddmaining reserve of $1.5 million.

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 893 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&Bghaa discussions with the IRS Appeals
Office to resolve the matter. Moody’s share ismated at approximately $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 resultednrortization expense deductions on the tax retwfr@id D&B since 1997. These
deductions could continue through 2012. In the Idgxiamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgred by Old D&B on its 1997 and 1998 tax retuiffse 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 dismefthe 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 resulteiisinance 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 anyeudial Examination Reports
for future years, including years subsequent tastparation 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, Moodyslavbe required to repay to New D&B an amount étpthe discounted value of its
50% share of the related future tax benefits. N&BDad paid the discounted value of 50% of the rfaitiax benefits from this transaction in
cash to Moody'’s at the Distribution Date. Moody&timates that the Company’s potential exposuredu@ing penalties and interest, and net
of tax benefits) could be up to $119 million retatito the disallowance of amortization expense dials and could be up to $157 million
relating to the disallowance of amortization exmgedseductions by the partnership and reallocatigh@fpartnership income and expense to
Old D&B. These exposures could increase by appratéty $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 these issues. On March 3, 2006, New D&B and Moodgch deposited $39.8
million with the IRS in order to stop the accruiktatutory 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 tha itnlikely that the IRS will prevail on both.
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Utilization of Capital Losses

In December 2004, New D&B executed a formal setlehagreement 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&d $0.3 million. The amounts paid by
Moody'’s for the first two assessments includeditare of approximately $4 million that Moody’s dddw D&B believe should have been
paid by IMS Health and NMR, but were not paid bgrthdue to their disagreement with various aspddiew D&B’s calculation of their
respective shares of the payments. If New D&B failsesolve this dispute with IMS Health and NMRoddly’s understands that New D&B
anticipates commencing arbitration proceedingsregdhem. Moodys believes that New D&B should prevail in its pimsit but the Compar
cannot predict with certainty the outcome. In ftingt fquarter of 2005, Moody’s had increased itbiliaes 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 evaluaessiimates and judgments on an ongoing basis.

For the six months ended June 30, 2006 and 208%;¢dmpany recorded a tax benefit of $2.4 milliod archarge of $2.7 million,
respectively. The Company also has recorded $ll®mand $3.0 million of interest expense relateds legacy tax matters in the first half
of 2006 and 2005, respectively. Moody'’s total mgdcy tax liabilities as of June 30, 2006 were Bdlion and are predominantly long term.

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 nmelte®o Moody'’s future reported results, finangisition 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.

9. COMPREHENSIVE INCOME
Total comprehensive income was as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
Net income $ 1721 $ 145. $318.2  $264.1
Other comprehensive income (Ic—foreign currency translation adjustm 7.2 (5.9 8.4 (7.5
Total comprehensive incon $ 179.5  $ 139.¢ $326.7  $256.€
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10. 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 Réfdtedhation”. 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.

Moody'’s Investors Service consists of four ratimgups—structured finance, corporate finance, fir@nnstitutions 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, and economic commentary. Gikierdbminance of Moody’s Investors Service to Moadwerall results, the Company
does not separately measure or report corpora&negg, nor are such expenses allocated betwe&othgany’s business segments.
Accordingly, all corporate expenses are includedgarating income of the Moody'’s Investors Sengegment and none have been allocated
to the Moody’'s KMV segment.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcger and credit processing
software for banks, corporations and investorgéadlit-sensitive assets. Assets used solely by Mad€yV 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 and six mamttisd June 30, 2006 and 2005, and total asseegbyest as of June 30, 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
June 30, 2006 June 30, 2005
Moody’s Moody’'s
Investors Moody’s Investors Moody’'s
Service KMV Consolidatec Service KMV Consolidatec
Revenue $476.5 $ 34.¢ $ 511« $416.7 $ 30.1 $ 446.¢
Operating, selling, general and administrative espe 185.1 27.€ 213.C 158.¢ 26.4 185.:
Depreciation and amortizatic 5.3 4.C 9.3 4.€ 4.1 8.7
Operating incom: 286.1 3.C 289.1 253.2 (0.9) 252.¢
Interest and other n-operating income (expense), | 0.7 (3.9
Income before provision for income ta 289.¢ 248.¢
Provision for income taxe 1175 103.t
Net income $ 1721 $ 145«
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Six Months Ended
June 30, 2006

Six Months Ended
June 30, 2005

Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidatec Service KMV Consolidatec
Revenue $884. $ 67.2 $ 951 $776.€ $ 60.7 $ 837.c
Operating, selling, general and administrative espe 352.7 52.¢ 405.5 304.2 50.t 354.7
Depreciation and amortizatic 10.€ 8.1 18.7 9.C 8.3 17.5
Operating incom: 521.] 6.3 527. 463.4 1.9 465.1
Interest and other n-operating income (expense), | 4.1 (9.9)
Income before provision for income tay 531.t 456.2
Provision for income taxe 213.2 192.1
Net income $ 318.: $ 264.1

Moody'’s Investors Service Revenue by Business Unit

Three Months Ended Six Months Ended

June 30, June 30,
2006 2005 2006 2005

Ratings revenue
Structured financ $ 217.¢ $ 192 $393.: $331.1
Corporate financ 107.¢ 79.5 193.¢ 160.4
Financial institutions and sovereign ri 66.¢ 65.€ 132.¢ 131.:
Public finance 21.1 26.2 40.7 49.4
Total ratings revenu 413.¢ 363.¢ 760.7 672.2
Research revent 62.¢ 52.¢ 123.7 104.
Total Moody's Investors Servic $ 476.F $ 416.7 $884.¢ $776.€

Consolidated Revenue Information by Geographic Area

Three Months Ended

Six Months Ended

June 30, June 30,
2006 2005 2006 2005
United State! $ 328.1 $ 281.¢ $607.C $523.¢
International 183.2 165.( 344 ¢ 313.¢
Total $ 511.¢ $ 446.¢ $951.¢ $837.<

Revenue in Europe was $128.7 million and $113.4anifor the three months ended June 30, 2006 808, 2espectively; and $236.2
million and $214.1 million for the six months endadhe 30, 2006 and 2005, respectively.
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Total Assets by Segment

June 30, 2006 December 31, 2005
Moody’'s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidatec Service KMV Consolidatec
Total assets by segme $888.C $243.1 $ 1,131.. $1,204.! $252.7 $ 1,457.

11. RECENTLY ISSUED ACCOUNTING STANDARDS

In July 2006, the FASB issued FASB Interpretatiam K8, “Accounting for Uncertainty in Income Taxean-Interpretation of FASB
Statement No. 109” (“FIN No. 48"), which clarifiéise accounting for uncertainty in income taxes gaized in a company'’s financial
statements in accordance with SFAS No. 109, “Actingrfor Income Taxes”. FIN No. 48 prescribes aogration threshold and
measurement attribute for the financial statemeobgnition and measurement of a tax position takesxpected to be taken in a tax return as
well as provides guidance on recognition and degeition of tax benefits resulting from a subsequsreinge of judgment, classification of
liabilities, interest and penalties, accountingniterim periods and disclosure. In accordance Wwith No. 48, a company is required to first
determine whether it is more-likely-than-not (defihas a likelihood of more than fifty percent) taaax position will be sustained based on
its technical merits as of the reporting date. bkimg this assessment, a company must assumdéhtebdting authority will examine the
position and have full knowledge of all relevarfbimation. A tax position that meets this more-ykthannot threshold is then measured
recognized at the largest amount of benefit thgtésiter than fifty percent likely to be realizqzbn ultimate settlement with a taxing
authority, without considering time values. FIN M@.is effective for fiscal years beginning aftesd@mber 15, 2006 and accordingly, is
required to be adopted by the Company on Janu&9d7. Upon adoption, if necessary, the Companyadjust its financial statements to
reflect only those tax positions that are moreHikban-not to be sustained as of the adoption. dasmsition adjustments, if any, will be
recorded directly to the beginning balance of retdiearnings and reported as a change in accoyntimgjple. The Company is in the proc
of assessing the impact of the adoption of FIN #480n the Company’s consolidated financial statémen

12. SUBSEQUENT EVENT

On August 1, 2006, the Board of Directors of therpany approved the declaration of a quarterly érélof $0.07 per share of
Moody’s common stock, payable on September 10, 20@6areholders of record at the close of busioessugust 20, 2006.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This discussion and analysis of financial conditiol 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 (gBt#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 creditk assessment products and services and
credit processing software for banks, corporatamms 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 researth economic commentary, including in-depth redean major debt issuers, industry
studies, special comments and credit opinion haoktho

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 financiatdition and results of operations are based oCtrapany’s condensed consolidated
financial statements, which have been prepareddardance with accounting principles generally ptee in the United States. The
preparation of these financial statements reqlitesdy’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
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amendment of FASB Statement No. 123”. In the fiedf of 2006, the adoption of SFAS No. 123R resuiteadditional pre-tax stock-based
compensation expense of $2.9 million ($1.7 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@nnostitutions and sovereign risk,
and public finance—that generate revenue pringifadim the assignment of credit ratings on issa@d 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, and economic commentary. Fa@gmtation purposes, Europe represents Europe, dicait and Africa. Given the
dominance of Moody'’s Investors Service to Moodwemll results, the Company does not separatelysarear report corporate expenses,
nor are such expenses allocated between the Corsgamginess segments. Accordingly, all corporafeeases are included in operating
income of the Moody'’s Investors Service segmentraome have been allocated to the Moody’s KMV segmen

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

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

Results of Operations
Three Months Ended June 30, 2006 Compared With Tdndonths Ended June 30, 2005
Consolidated Company Results

Moody’s revenue for the second quarter of 2006 $&isl.4 million, an increase of $64.6 million or 3% from $446.8 million for the
second quarter of 2005. Moody’s achieved strongmae growth in the global corporate finance, stngzt finance, research and MKMV, as
well as modest growth in financial institutionsfsettting weakness in public finance.

Revenue in the United States was $328.1 milliortHersecond quarter of 2006, an increase of $46li®mor 16.4% from $281.8
million in the second quarter of 2005. Approximgt88% of the U.S. growth was driven by corporatafice and structured finance,
reflecting strong corporate bond and collateralidett issuance. Research as well as U.S. finainsiitiutions contributed to year-to-year
growth as well.

Moody's international revenue was $183.3 milliorthe second quarter, an increase of $18.3 millioh1o1% from $165.0 million in
the second quarter of 2005. International ratiegyenue grew $11.3 million versus the prior yeathwapproximately 94% of the growth
related to Europe. All international lines of buess, except for financial institutions, grew at loleedigit rates due to increased demand for
Moody'’s credit rating services as well as research aaly@mproducts. Foreign currency translation nagdy impacted international rever
growth by approximately $2 million.

Operating, selling, general and administrative esps were $213.0 million in the second quartel0662 an increase of $27.7 million
14.9% from $185.3 million in the second quarteR@05. The largest contributor to this increase grasvth in compensation and benefits
expense of approximately $26 million, reflectingdest salary increases coupled with increased stafiloody’s average global staffing of
approximately 3,000 employees during the quartdedrdune 30, 2006 was approximately 18% higherdiiging the same prior year period.
The increase includes approximately 4% relatintp#oacquisition of Economy.com in November
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2005 and hiring to support business growth mainlthe U.S. and European ratings businesses armbtperate compliance and technology
support functions. Stock-based compensation expanseased $8.4 million year-over-year due to thalfyear of phasing in of expense over
the current four-year equity plan vesting period #re effects of a higher share price on the vafithe 2006 equity grants versus 2005.
Additional increases were due to higher rent armipancy costs of approximately $3 million to supfasiness expansion and higher
professional services costs of approximately $Hanilprimarily due to information technology investnt spending. Expenses for the second
quarter of 2005 included a charge of $9.4 millionthe settlement of sales tax matters relateddodyl’s operations in Japan from 2000
through June 30, 2005. In addition, foreign curyeinanslation accounted for a reduction of the yteayear expense growth of approximately
$1 million.

Second quarter operating income of $289.1 millimser$36.3 million or 14.4% from $252.8 million lretsame period of 2005. Foreign
currency translation reduced operating income dndwtapproximately $1 million. Moody’s operating rgi for the second quarter of 2006
was 56.5% compared to 56.6% a year earlier.

Moody'’s reported $0.7 million of interest and othen-operating income (expense), net for the seqoadter of 2006 compared with
($3.9) million for the same period of 2005. Inteérespense was $3.8 million and $5.8 million for theee months ended June 30, 2006 and
2005, respectively, with the decrease principadhated to a lower interest rate on Moody’s $300iamINotes. Interest income was $4.7
million in the second quarter of 2006 compared@@®3$nillion in the second quarter of 2005. The dase was due to a lower average cash
balance in 2006 compared to 2005 offset by highterést rate yields. Foreign exchange gains (Ipsse $0.5 million and ($3.8) million in
the second quarters of 2006 and 2005, respectively.

Moody’s effective tax rate was 40.6% in the secqudrter of 2006 compared to 41.6% in the secondepuaf 2005. The 2006 tax rate
included a $1.5 million benefit related to legaogame tax matters. (See Contingencies—Legacy Tatekdabelow).

Net income was $172.1 million for the second quaste2006, an increase of $26.7 million or 18.4%nir$145.4 million for the second
quarter of 2005. Basic and diluted earnings peresfa the second quarter of 2006 were $0.60 ansi9$0espectively, compared to basic and
diluted earnings per share of $0.48 and $0.47 eely, for the second quarter of 2005.

Segment Results
Moody's Investors Service

Revenue at Moodyg' Investors Service for the second quarter of 2086 $476.5 million, up $59.8 million or 14.4% fr&416.7 million
in the second quarter of 2005. Ratings revenuelented for $49.7 million of the increase, with grovérgely from global corporate finance
and structured finance offsetting weakness in pubdance. Foreign currency translation negativelpacted revenue growth by
approximately $2 million. Price increases contrdalito year-to-year growth in revenue.

Structured finance revenue was $217.8 million fier $econd quarter of 2006, an increase of $251Bmir 13.1% from $192.5 million
in the same period of 2005. Approximately $19 miiliof the increase was in the U.S. with the calidieed debt sectors offsetting weakness
in the residential mortgage-backed sector. Theeamed use of securitization as a financing tookésiglted in an ample supply of
collateralized loan obligations and cash flow resiizations that have driven growth in collatezelil debt obligations. International
structured finance revenue grew approximately $8amiyear-to-year, with issuance related reventewth in the derivatives, asset backed
and residential mortgage-backed sectors primacityanting for the increase.

Revenue in the corporate finance group was $10il@mfor the second quarter of 2006, up $28.3lignil or 35.6% from $79.5 million
in the second quarter of 2005. Revenue in the idcgeased by approximately 39% primarily due torsgler investment grade and high yield
issuance as well as growth in non-issuance related

23



Table of Contents

revenue. International corporate finance revenaeeased approximately $9 million or about 30% ljrgeeie to increased investment-grade
corporate bond issuance and growth in non-issugeiaged revenue in Europe. Robust merger and &tiqniand private equity activity
contributed to the increased issuance in both ti$e &hd Europe. Price increases also contributgddnto-year growth in global corporate
finance revenue.

Financial institutions and sovereign risk revenas $66.9 million for the second quarter of 2006inenease of $1.3 million or 2%
higher than $65.6 million in the second quarte2@®5. In the U.S., revenue grew by $5.4 millionngipally reflecting growth in the
insurance and banking sectors as well as through prcreases. Internationally, revenue decline@4y million compared to the prior year
period, including a $0.6 million negative impadirfr foreign exchange. International revenue growiting the quarter was impacted by an
issuance decline in the banking sector in Europe.

Public finance revenue was $21.1 million for theas&l quarter of 2006, a decrease of $5.1 millioh®6% from $26.2 million for the
same period in 2005. Dollar issuance in the mualdijpnd market decreased approximately 3% versusame period in 2005, primarily due
to a 48% decline in refunding activity. Additionglthe revenue yield declined as the predominauteiss accessing the markets were in
sectors with relatively lower yielding fees, sushstates and municipalities.

Research revenue of $62.9 million for the secorattgu of 2006 was $10.0 million or 18.9% highemtlize $52.9 million reported in
the second quarter of 2005. In total, revenue drgapproximately $6 million in the U.S. and $4 moitl internationally, with Europe
accounting for approximately 39% of the internagsibgrowth. Research and analytics services accddateapproximately $4 million of
global revenue growth primarily from credit reséaon corporate and financial institutions and dtreed finance related business. Licensing
of Moody'’s data to customers for internal and exaéuse accounted for about $1 million of revenumwh.

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpoeafenses, were $185.1 million in
the second quarter of 2006, an increase of $2dlBmor 16.5% from $158.9 million in the secondagier of 2005. Compensation and
benefits expense accounted for approximately $26mbof the expense growth, reflecting modest salacreases coupled with increased
staffing. Moody’s Investors Service average staffif approximately 2,600 employees during the guayhded June 30, 2006 was
approximately 22% higher than during the same pré@r period. This increase includes approximatétyrelating to the acquisition of
Economy.com in November 2005 and hiring to supposiness growth mainly in the U.S. and Europeangstbusinesses and the corporate
compliance and technology support functions. Stoeged compensation expense increased $8.0 mikiargveryear due to the final year
phasing in of expense over the current four-yeaitgglan vesting period and the effects of a higdteare price on the value of the 2006
equity grants versus 2005. Additional increaseswigie to higher rent and occupancy costs of apmately $3 million to support business
expansion and higher professional services cosipmfoximately $2 million primarily due to informai technology investment spending.
Expenses for the second quarter of 2005 includgthege of $9.4 million for the settlement of sakesmatters related to Moody’s operations
in Japan from 2000 through June 30, 2005. Foraigrency translation accounted for a reduction efythar-to-year expense growth of
approximately $1 million.

Moody’s Investors Service operating income of $288illion for the second quarter of 2006 was up.$3gillion or 13.0% from
$253.2 million in the second quarter of 2005. Fgmeturrency translation reduced operating inconegvtr by approximately $1 million.

Moody's KMV

Moody’s KMV revenue of $34.9 million for the secoqdarter of 2006 increased $4.8 million or 15.9%6fr$30.1 million for the same
period in 2005. Revenues from risk product subsiorig increased 9.1% year-over-year due to anaseréo the contracted subscription base.
Revenue from the licensing of credit processing
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software and the related software maintenanceifieesased approximately 47% due to increased deffeartdese products and
services. Revenue from professional services rppmaimately 18%. In the second quarter, intermetioevenue accounted for 56% of glc
revenue.

MKMV'’s operating, selling, general and administvatiexpenses were $27.9 million in the second quaft2006, an increase of $1.5
million or 5.7% from $26.4 million in the secondarter of 2005. Stock-based compensation expensesised $0.4 million year-over-year.
The year-to-year increase in expense reflectsitiaé year of phasing in of expense over the curfemt-year equity plan vesting period and
the effects of a higher share price on the valub®®006 equity grants versus 2005. MKMV operatiitgme (loss) was $3.0 million in the
second quarter of 2006 compared with ($0.4) milliothe second quarter of 2005. Currency transiadid not have a significant year-to-year
impact on MKMYV results.

Six Months Ended June 30, 2006 Compared With SixiMtess Ended June 30, 200
Consolidated Company Results

Moody’s revenue for the six months ended June B062vas $951.6 million, an increase of $114.3 omillor 13.7% from $837.3
million for the same period 2005. Moody’s achiewttbng revenue growth in several business sedtmisiding global structured finance,
corporate finance, and research, U.S. financiaitit®ns and international MKMV.

Revenue in the United States was $607.0 milliortHersix months of 2006, an increase of $83.1 omlbr 15.9% from $523.9 million
in the first six months of 2005. Approximately 84fathe U.S. growth was driven by structured finaand corporate finance, reflecting
strong issuance across most structured asset slasseell as corporate bonds. Global research aBdfidancial institutions contributed to
yearto-year growth as well.

Moody's international revenue was $344.6 milliorthe first six months, an increase of $31.2 millayr0.0% over $313.4 million in
the first six months of 2005. International ratimggenue grew approximately $20 million versusghier year, with approximately 82% of 1
growth related to Europe where corporate finanaktha credit derivatives, residential mortgage-eachknd commercial mortgage-backed
sectors were primary drivers of growth. InternagioMoody’s KMV and European research contributedrtmwth as well. Foreign currency
translation negatively impacted international rexeegrowth by approximately $9 million.

Operating, selling, general and administrative esps were $405.5 million in the first half of 2086, increase of $50.8 million or
14.3% from $354.7 million in the first half of 2006he largest contributor to this increase was d¢inaw compensation and benefits expense
of approximately $34 million, reflecting modestagl increases coupled with increased staffing. M&odverage global staffing of over
2,900 employees during the six months ended Jun20®® was approximately 17% higher than duringstmee prior year period. The
increase includes approximately 4% relating toabguisition of Economy.com in November 2005 anéhgito support business growth
mainly in the U.S. and European ratings busineasdghe corporate compliance and technology suppoctions. Stocksased compensatic
expense increased $5.4 million year-over-year dukd final year of phasing in of expense overdingent four-year equity plan vesting
period and the effects of a higher share pricehenvalue of the 2006 equity grants versus 200%bffg additional expense of $9.1 million
recorded in the first quarter of 2005 related ®dlacelerated expensing of equity grants for eng@swt or near retirement eligibility.
Additional increases were due to higher rent armipancy costs of approximately $4 million to supfsiness expansion and higher
professional services costs of approximately $4ionilprimarily due to information technology investnt spending. Expenses for the second
quarter of 2005 included a charge of $9.4 millionthe settlement of sales tax matters relateddodyl's operations in Japan from 2000
through June 30, 2005. In addition, foreign curyeinanslation accounted for a reduction of the yteayear expense growth of approximately
$4 million.

First half operating income of $527.4 million r&&&2.1 million or 13.3% from $465.3 million in tharme period of 2005. Foreign
currency translation reduced operating income gndwtapproximately $5 million. Moody’s operating rga in the first half of 2006 was
55.4% compared to 55.6% a year earlier.
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Moody's reported $4.1 million of interest and otmen-operating income (expense), net in the fiadt of 2006 compared with ($9.1)
million in the same period of 2005. Interest exgewas $7.6 million and $11.5 million for the six mtios ended June 30, 2006 and 2005,
respectively, with the decrease principally related lower interest rate on Moody’s $300 milliootls. Interest income was $11.0 million in
the first half of 2006 compared to $10.7 milliontie same period of 2005. The increase was dudighar weighted average yield. Foreign
exchange gains (losses) were $1.3 million and §$#ilion in the first half of 2006 and 2005, resgeely.

Moody'’s effective tax rate was 40.1% in the firatfrof 2006 compared to 42.1% in the first hal2605. The 2006 tax rate included a
$2.4 million benefit and the 2005 tax rate includecharge of $2.7 million related to legacy incaaematters (See Contingencies—Legacy
Tax Matters, below). Additionally, the 2006 taxeatas positively impacted by approximately 60 basisits due to the favorable settlements
of state tax audits.

Net income was $318.3 million in the first half2006, an increase of $54.2 million or 20.5% fron642 million in the first half of
2005. Basic and diluted earnings per share initheHalf of 2006 were $1.10 and $1.07, respedtivedmpared to basic and diluted earnings
per share of $0.88 and $0.86, respectively, iffithehalf of 2005.

Segment Results
Moody's Investors Service

Revenue at Moody’s Investors Service for the Sigstmonths of 2006 was $884.4 million, up $107.8iam or 13.9% from $776.6
million in the first six months of 2005. Ratingsremue accounted for $88.4 million of growth with particular, global structured finance and
corporate finance offsetting weakness in U.S. puiiance. Double-digit growth in research alsotdbnted to growth. Foreign currency
translation negatively impacted revenue growth fgraximately $9 million. Price increases also cittied to year-to-year growth in
reported revenue.

Structured finance revenue was $393.3 million fier first six months of 2006, an increase of $62ilian or 18.8% from $331.1
million in the same period of 2005. Approximatel/7dmillion of the increase was in the U.S., with tlollateralized debt and commercial
mortgage-backed sectors contributing approxima@dbp to this amount. Demand for collateralized addligations increased as an ample
supply of collateralized loan obligations and clistv resecuritizations drove issuance higher. Glaoanmercial mortgage-backed revenue
was approximately $62 million, about 18% more tpeor year. While growth in lending volume for teector slowed due to higher interest
rates, the number of deals that came to marketased. The global residential mortgage-backed sexieeased revenue by 5% year-to-year.
International structured finance revenue grew axprately $15 million year-to-year, with Europe cobtiting approximately $14 million.
Foreign currency translation negatively impactdadnmational revenue growth by approximately $3ionill

Corporate finance revenue was $193.9 million ferfitst six months of 2006, up $33.5 million or 2% from $160.4 million in the first
six months of 2005. Revenue in the U.S. increappdoximately 22% primarily due to issuance relajealvth in bank loan ratings revenue
and corporate bond revenue. Investment grade lssndmce increased 21% and high yield bond issuac@ased approximately 22%,
primarily due to robust issuance from merger arglisition and private equity activity during thecead quarter. International corporate
finance revenue increased approximately $11 miklioabout 19% due largely to increased corporatel lissuance and non-issuance related
fees in Europe. Price increases also contributg@ao-to-year growth in global corporate financesraue.

Revenue in the financial institutions and sovereigk group was $132.8 million for the first six ntbs of 2006, an increase of $1.5
million or 1.1% from $131.3 million in the firstssmonths of 2005. In the U.S., revenue grew $8iomjlprincipally due to strength in
insurance and real estate sectors. Internatiorrelygnue declined approximately $7 million comparethe prior year period, primarily due
slowing issuance activity in Europe. This include®2 million negative impact from foreign exchangece increases also contributed to year-
to-year growth in global financial institutions enwe.
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Public finance revenue was $40.7 million for thstfsix months of 2006, a decrease of $8.7 mikio7.6% from $49.4 million for the
same period in 2005. Dollar issuance in the mualdijpnd market declined 14% below the same peri@D05, primarily due to lower
interest rate sensitive refunding activity. Reficiags represented 20% of total dollar issuancéaérfitst six months of 2006, versus 37% in
the same period of 2005.

Research revenue of $123.7 million for the firgtmeionths of 2006 was $19.3 million or 18.5% higthem the $104.4 million reported
in the first six months of 2005. Revenue grew bgragimately $13 million in the U.S. and about $6lion internationally with Europe
accounting for approximately 48% of internationedwgth. Research and analytics services accountegpfaroximately $7 million of global
revenue growth primarily from credit research orpooate and financial institutions and the struetifinance related business. Revenue from
the licensing of Moody’s information to financialstomers for internal use and redistribution was $#lion in the first six months of 2006,
an increase of $4 million, or 20% higher than therpyear.

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpoeafenses, were $352.7 million in
the first half of 2006, an increase of $48.5 milliar 15.9% from $304.2 million in the first half 8005. Compensation and benefits expense
accounted for approximately $37 million of the expe growth, reflecting modest salary increasesledupith increased staffing. Moody’s
Investors Service average staffing of over 2,500leyees during the six months ended June 30, 2@86approximately 21% higher than
during the prior year period. This increase inchidpproximately 4% relating to the acquisition cbBomy.com in November 2005 and
hiring to support business growth mainly in the La8d European ratings businesses and the corpmnatgliance and technology support
functions. Stock-based compensation expense irentegs4 million year-over-year due to the finalryebphasing in of expense over the
current four-year equity plan vesting period areléffects of a higher share price on the valub®f006 equity grants versus 2005 offset by
additional expense recorded in the first quarte2Gff5 related to the accelerated expensing ofeguéints for employees at or near retiren
eligibility. Additional increases were due to highent and occupancy costs of approximately $4ionilto support business expansion and
higher professional services costs of approximéakélynillion primarily due to information technologyestment spending. Expenses for the
second quarter of 2005 included a charge of $9ldbmfor the settlement of sales tax matters selab Moody’s operations in Japan from
2000 through June 30, 2005. Foreign currency tadinsl accounted for a reduction of the year-to-yequense growth of approximately $4
million.

Moody’s Investors Service operating income of $&2tillion in the first half of 2006 was up $57.7Iloin or 12.5% from $463.4
million in the first half of 2005. Foreign currentnanslation reduced operating income growth byragdmately $5 million.

Moody's KMV

Moody’s KMV revenue of $67.2 million for the firsix months of 2006 was $6.5 million or 10.7% mdrant the same period in 2005.
MKMV'’s revenue growth reflected increasing demaaddredit decisioning software and software relateintenance which grew
approximately 38% or $4 million compared to thstfgix months of 2005. Growth in subscriptions rewerelated to credit risk assessment
products grew approximately 4% or $2 million congzhto prior year. In the first six months, inteiaasl revenue accounted for 57% of
global revenue.

MKMV'’s operating, selling, general and administvatiexpenses were $52.8 million in the first halR606, an increase of $2.3 million
or 4.6% from $50.5 million in the first half of 2B0Compensation and benefits expense decreaseaxapptely $3 million primarily due to
the reduction of certain employee obligations. A8htillion charge was also recorded in connectidth & non-income tax matter in the first
quarter of 2006. MKMV operating income was $6.3lianl in the first half of 2006 compared with $1.9ran in the first half of 2005.
Currency translation did not have a significantryteayear impact on MKMV results.

27



Table of Contents

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operaticcapital expenditures and share repurchases thrcagihflow from operations. Net
cash provided by operating activities was $322 lianiand $345.6 million for the six months endeshd 30, 2006 and 2005, respectively.

Moody’s net cash provided by operating activitie2006 decreased by $23.0 million compared wittb20bie decrease is primarily
attributable to classifying the 2006 excess taxefienfrom stock-based compensation plans of $@dliBon 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 stock-based compensationpnexented in the condensed consolidated statemiecdsh flows as an operating cash
flow, along with other tax cash flows. SFAS No. R28upersedes prior guidance and requires tax bhemelating to excess stock-based
compensation deductions to be prospectively predantthe condensed consolidated statements offlcagh as a financing cash flow. 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 theunts due from New D&B of $4.9
million related to option activity in the first Hadf 2006 compared to activity in the first half 2005. Additionally, Moody’s deposited
approximately $40 million with the IRS in the firgtiarter of 2006 relating to Amortization ExpensedDctions, as discussed in Note 8 to the
condensed consolidated financial statements. Tépsslt was recorded in other assets. Growth imneetne contributed $54.2 million to ca
provided by operating activities. Increase in taympents of approximately $38 million compared V@05 decreased cash flow from
operations. A net change in accounts receivablerédoly impacted cash flow from operations by apprately $12 million. The net change
accounts payable and accrued liabilities had aipesffect of approximately $26 million on casbwil from operations. Increase in deferred
revenue contributed approximately $13 million tslcflow from operations offset by changes in otfadilities which decreased cash flow
from operations by approximately $10 million.

Net cash provided by (used in) investing activitiess $75.4 million for the six months ended June2B06 compared with ($19.5)
million for the same period of 2005. Spending fovgerty and equipment and internal use softwaaddt$12.9 million for the first six
months of 2006 compared with $11.7 million for fist six months of 2005. Net sales of marketakleusities totaled $90.3 million for the
first six months of 2006 compared with net purclkasfe$3.9 million for the first six months of 2005.

Net cash (used in) provided by financing activitiess ($671.3) million for the six months ended J88e2006 compared to $4.9 milli
for the six months ended June 30, 2005. Net practech exercises of stock options were $70.5 mmlliothe 2006 period and $52.5 million
in the 2005 period. The 2006 amount also includes3million of excess tax benefits from stock-lshsempensation plans which are now
classified as a cash flow from financing activitiesler SFAS No. 123R. These amounts were offs&#[E%.8 million and $19.2 million used
for share repurchases for the first six monthsQff2and 2005, respectively, and dividends paidd6f $million and $27.8 million for the first
six months of 2006 and 2005, respectively. Theeiase in dividends reflects a quarterly dividend pdi$0.07 per share in the first half of
2006 compared with $0.0375 per share in the finstrigr of 2005 and $0.055 per share in the secoadey of 2005.

Future Cash Requirements

Moody'’s currently expects to fund expenditures as wdibasdity needs created by changes in working dfiom internally generat
funds. The Company believes that it has the fir@meisources needed to meet its cash requirenmmisef next twelve months and expects to
have positive operating cash flow for fiscal ye@®@. Cash requirements for periods beyond the mestve months will depend, among other
things, on the Company’s profitability and its &lgito manage working capital requirements.
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The Company currently intends to use a portioriso€ash flow to pay dividends. On August 1, 2086,Board of Directors of the
Company approved the declaration of a quarterliddivd of $0.07 per share of Moody’s common stoelyaple on September 10, 2006 to
shareholders of record at the close of businegsugist 20, 2006.

The continued payment of dividends at this ratgtall, is subject to the discretion of the Boafdirectors.

The Company also currently expects to use a saamfiportion of its cash flow to continue its shampurchase program. The Company
implemented a systematic share repurchase progréme ithird quarter of 2005 through a SEC Rule 1Dipsogram. Moody’s may also
purchase opportunistically when conditions warr@rt.June 5, 2006, the Board of Directors authoraeddditional $2 billion share
repurchase program. Moody’s will begin repurchasihgres under the new program upon completioneo$ihbillion program authorized in
October 2005. The Company’s intent is to returritahfo shareholders in a way that serves theigitarm interests. As a result, Moody’s
share repurchase activity will continue to varynfrquarter to quarter.

In addition, the Company will from time to time &ider cash outlays for acquisitions of or investtaém complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaysatotp 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 rnzt@nd might affect liquidity
requirements, and they could cause the Companyrsug additional financing. There can be no asserémat financing to meet cash
requirements will be available in amounts or om®acceptable to the Company, if at all.

Indebtednes:

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold theppghkate placement
transaction, $300 million aggregate principal amiamfrNotes. 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 7.63é&fior Notes which matured on September 30, 2005e event that Moody’s pays all
or part of the Notes in advance of their matuistych 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 fac{tihe “Facility”) in an aggregate
principal amount of $160 million that expires inpBamber 2009. The Facility replaced the $80 milfioe-year facility that was scheduled to
expire in September 2005 and the $80 million 36#fdaility that expired in September 2004. Interstborrowings under the Facility is
payable at rates that are based on the LondorBiamérOffered 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 June 30, 2006, such premiasnlw basis points. The Company also pays quaftility fees, regardless of
borrowing activity under the Facility. The quanefées can range from 8 basis points of the Fgalihount to 15 basis points, depending on
the Companys Earnings Coverage Ratio (as defined in the Bggiiind were 8 basis points at June 30, 2006. tth@eFacility, the Compar
also pays a utilization fee of 12.5 basis pointborrowings outstanding when the aggregate amautstanding under the Facility exceeds
50% of the Facility. No borrowings under the Fagilvere outstanding as of June 30, 2006.

Management may consider pursuing additional lomgrtéinancing when it is appropriate in light of bagquirements for share
repurchase and other strategic opportunities, wivimhld result in higher financing costs.
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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 dafim¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an InteGzsterage Ratio, as defined in the agreement, toese 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 June 30, 2006, the Company was in ciamge with such covenants. Upon the occurrenceméin financial or economic events,
significant corporate events or certain other evennstituting an event of default under the Agrests, all loans outstanding under the
Agreements (including accrued interest and feealplaythereunder) may be declared immediately ddepagable and all commitments un
the Agreements may be terminated. In additionagedther events of default under the Agreementsladvautomatically result in amounts
outstanding becoming immediately due and payaldeatircommitments being terminated.

Off-Balance Sheet Arrangements

At June 30, 2006, Moody'’s did not have any relafops with unconsolidated entities or financialtparships, such as entities often
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamphich would have been established for the
purpose of facilitating off-balance sheet arrangeter other contractually narrow or limited purgesAs 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 June 30, 2006, there has not been any matbiaage outside the normal course of businessdadW's contractual obligations as
presented in its annual report on Form 10-K foryibar ended December 31, 2005.

Dividends

On August 1, 2006, the Board of Directors of therpany approved the declaration of a quarterly érélof $0.07 per share of
Moody’s common stock, payable on September 10, 20@6areholders of record at the close of busioessugust 20, 2006.

Outlook

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

Based on Moody'’s stronger than expected resultthiofirst half of 2006 the Company has made a rarmbrevisions to the outlook
for the full year 2006. For Moody’s overall, the@pany now projects revenue growth in the low dowligt percent range for the full year
2006. This assumes foreign currency translatiottferemainder of the year at current exchangs,ratieich would result in no material full
year impact from currency translation. Mor’s now expects the operating margin after the imnpaexpensing stock-based compensation to
decline by up to 100 basis points in 2006 compavigld 2005. Among other things, this reflects then@pany’s increased outlook for revenue
and a delay in some expenses related to real estpémsion of the New York headquarters. The margtiook continues to reflect
investments Moody’s is making to: expand internadity; improve analytical processes; pursue ratingssparency and compliance
initiatives; introduce new products; and improvehteology infrastructure.
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For 2006, the Company projects year-over-year grawtiluted earnings per share in the mid-teemsqye range. This forecast
includes the impacts of adjustments related todggax matters in 2005 and 2006, and the experdfistpckbased compensation in 2005
2006. This year represents the final year of “pihgé” of expense related to stock-based compemsatihich began in 2003. The impact of
expensing stock-based compensation is expecteglitothe range of $0.15—3$0.17 per diluted sha20d6, compared to $0.10 per diluted
share in 2005.

In the U.S., Moody'’s forecasts high single to deubigit percent revenue growth for the Moody’s Istegs Service ratings and research
business for the full year 2006. In the U.S. stited finance business, the Company expects reventiee year to rise in the mid- to high
single-digit percent range from the record leve2@05. Moody’s projects a mid-teens percent dedfimevenue from residential mortgage-
backed securities ratings (including home equitusézation), offset by strong year-over-year newe growth from rating credit derivatives
and commercial mortgage-backed securities.

In the U.S. corporate finance business, the Compapgcts revenue growth in the mid- to high teersgnt range for the year, up from
the previous expectation of high single-digit patagrowth largely due to higher expected transactiiume in rated bonds and bank loans.

In the U.S. financial institutions sector, Moodg’spects revenue to grow in the low double-digicpet range for the year as new
ratings mandates and fee increases partly relatétbtEnhanced Analysis Initiative should more tbiset the impact of lower revenue
related to issuance volumes.

For the U.S. public finance sector, the Companyeetgrevenue for 2006 to decline in the doubletgigicent range as rising interest
rates should continue to slow refinancing activitioody’s continues to expect strong growth in th& Uesearch business at better than
twenty percent.

Outside the U.S. the Company still expects ratiegenue to grow in the low teens percent ranges fidnecast assumes that foreign
currency translation will have no material impactrevenue growth for the year. The outlook assumies to high teens percent growth in
international revenue for all major business liagsept financial institutions, where Moody’s expeititernational revenue to grow in the mid-
single-digit percent range.

The outlook for Moody’s KMV globally anticipatesawth in net sales and revenue from credit riskessent subscription products,
credit decision processing software, and professiservices. The Company now expects this will ltesthigh single-digit percent growth in
revenue, with greater growth in profitability.

Recently Issued Accounting Standards

In July 2006, the FASB issued FASB Interpretatiam K8, “Accounting for Uncertainty in Income Taxean-Interpretation of FASB
Statement No. 109” (“FIN No. 48”), which clarifiéise accounting for uncertainty in income taxes gaized in a company'’s financial
statements in accordance with SFAS No. 109, “Actingrfor Income Taxes”. FIN No. 48 prescribes aogration threshold and
measurement attribute for the financial statemeobgnition and measurement of a tax position takesxpected to be taken in a tax return as
well as provides guidance on recognition and deyeition of tax benefits resulting from a subsequdr@nge of judgment, classification of
liabilities, interest and penalties, accountingniterim periods and disclosure. In accordance Wwith No. 48, a company is required to first
determine whether it is more-likely-than-not (defihas a likelihood of more than fifty percent) taaax position will be sustained based on
its technical merits as of the reporting date. bkimg this assessment, a company must assumédéhtebdting authority will examine the
position and have full knowledge of all relevarfbmation. A tax position that meets this more-jkthan-not threshold is then measured
recognized at the largest amount of benefit thgtésiter than fifty percent likely to be realizqzbn ultimate settlement with a taxing
authority, without considering time values. FIN M®.is effective for fiscal years beginning aftesd@mber 15, 2006 and accordingly, is
required to be adopted by the
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Company on January 1, 2007. Upon adoption, if resrgsthe Company will adjust its financial statemseo reflect only those tax positions
that are more-likely-than-not to be sustained at®fadoption date. Transition adjustments, if avilt,be recorded directly to the beginning
balance of retained earnings and reported as agjehiaraccounting principle. The Company is in thecpss of assessing the impact of the

adoption of FIN No. 48 on the Company’s consoliddteancial statements.

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 Mmdyoody'’s is also subject to ongoing tax auditslie normal course of business.
Management periodically assesses the Companyifitisand contingencies in connection with thessters based upon the latest
information available. Moody’s discloses materiahding legal proceedings, other than routine litcgaincidental 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 thlkeglrle 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 aafali¢, 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”. The prpadiLegacy Contingencies presently outstandingedtatax matters.

To understand the Company’s exposure to the patdiabilities 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 whouthh various corporate
reorganizations and related contractual commitmératge assumed varying degrees of responsibilitly veispect to such matters.

In November 1996, The Dun & Bradstreet Corporatitough a spin-off separated into three separdwiqpoompanies: 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-séfparated into two separate
public companies: New D&B and Moody’s, as furthesdribed in Note 1 to the condensed consolidateahéiial statements.

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.
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Pursuant to a series of agreements, as betweese¢hears, 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 (“IRSiljrigs on certain tax matters as described in sgceements (excluding the matter
described below as “Amortization Expense Deductiémswhich New D&B and Moody'’s are solely respadnigi) and certain other potential
tax liabilities, also as described in such agredgmen

In connection with the 2000 Distribution and purstu@ the terms of the 2000 Distribution Agreeméigw D&B and Moody'’s have,
between themselves, agreed to each be financedyonsible for 50% of any potential liabilitiestth@ay arise to the extent such potential
liabilities are not directly attributable to theaspective 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 intentiodligallow certain royalty expense deductions claifog 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 expeitasms that had been reported in a
certain partnership tax return for 1996. These ensiivere settled with the IRS in October 2005. HewelMS Health and NMR disagreed
with New D&B'’s calculation of each party’s sharetbé liability. New D&B anticipates commencing arbtion proceedings against IMS
Health and NMR to collect the $7.3 million that N&&B and Moody’s each were obligated to pay toHR€ on their behalf. Based upon the
current understanding of the positions that New D&l IMS Health may take, the Company believeslikely that New D&B will prevail,
but Moody’s cannot predict with certainty the outen

In the second quarter of 2006, Moody’s paid apprately $9 million for the state income tax lialjiltonnected with the terms of the
October 2005 settlement with the IRS and reversedemaining reserve of $1.5 million.

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 893 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 share isreated at approximately $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 retfri@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 wesgred by Old D&B on its 1997 and 1998 tax retuiffse 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 digmfthe 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. Siril@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 anyaudial Examination Reports
for future years, including years subsequent tastparation of Moody’s from New D&B, then pursutmthe terms of the 2000 Distribution
Agreement, Moody’s would have to pay to New
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D&B its 50% share. In addition, should New D&B distinue claiming the amortization expense dedustmmfuture tax returns, Moody's
would be required to repay to New D&B an amountaddo the discounted value of its 50% share ofréhated future tax benefits. New D&B
had paid the discounted value of 50% of the futaxebenefits from this transaction in cash to Mdedt the Distribution Date. Moody’s
estimates that the Company’s potential exposunetu@ing penalties and interest, and net of taxebits) could be up to $119 million relating
to the disallowance of amortization expense dedostand could be up to $157 million relating to disallowance of amortization expense
deductions by the partnership and reallocatiomefartnership income and expense to Old D&B. Tke&pesures could increase by
approximately $6 million to $10 million per yeaemending on actions that the IRS may take and athvein New D&B continues claiming
the amortization expense deductions on its taxmetu

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 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 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 thi 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&d $0.3 million. The amounts paid by
Moody'’s for the first two assessments includeditare of approximately $4 million that Moody’s dddw D&B believe should have been
paid by IMS Health and NMR, but were not paid bgrthdue to their disagreement with various aspddiew D&B’s calculation of their
respective shares of the payments. If New D&B failsesolve this dispute with IMS Health and NMRoddly’s understands that New D&B
anticipates commencing arbitration proceedingsregdhem. Moodys believes that New D&B should prevail in its pimsit but the Compar
cannot predict with certainty the outcome. In ftingt fquarter of 2005, Moody’s had increased itbiliaes 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 evaluaessiimates and judgments on an ongoing basis.

For the six months ended June 30, 2006 and 208%;¢dmpany recorded a tax benefit of $2.4 milliod archarge of $2.7 million,
respectively. The Company also has recorded $ll®mand $3.0 million of interest expense relateds legacy tax matters in the first half
of 2006 and 2005, respectively. Moody'’s total megfdcy tax liabilities as of June 30, 2006 were ®8llion and are predominantly long term.

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 melteso 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 pag 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 April and May 2006, SEC Chairman Christopher @estified at hearings of the U.S. House of Repredives Financial Services
Committee and the U.S. Senate Committee on Banklogsing and Urban Affairs (the “Banking Committg&d review current securities
issues. Oversight of rating agencies was discusskdth hearings, including legislative considenasgiand the SEC’s ongoing process to
develop a voluntary oversight framework with the BiOs.

In the House of Representatives (the “House”), 2980, the “Credit Rating Agency Duopoly Relief Aavas passed by the Financial
Services Committee in June 2006 and the full Hauselly 2006. The bill was originally introducedJane 2005 and an amended version
passed. In the Senate, the “Credit Rating AgendgriReAct of 2006"was voted on and passed by the Banking Committesugnst 2, 200€
No date has been set for consideration of théapithe full Senate. Although there are differensesveen the House and Senate hills, eac
them would among other things: (i) allow rating mgies who wish to have their ratings used in feldezaurities laws to register as NRSROs
with the SEC after an application process; and(iie the SEC inspection and civil enforcement atith related to NRSROs.
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At present, Moody'’s is unable to assess the likelthof any regulatory or legislative changes thay mesult from ongoing reviews in
the United States, nor the nature and effect ofsaey regulatory changes.

Internationally, several regulatory developmentgehaccurred:

IOSCO—In December 2004, the Technical Committee of therhational Organization of Securities Commissigie3SCQO”)
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 avoidaihecenflicts of interest; an
« credit rating agency responsibilities to the ini@spublic and issuer:

The I0OSCO Code is not binding on credit rating aigs It relies on voluntary compliance and puligclosure of areas of non-
compliance by credit rating agencies so that uskecsedit ratings can better assess rating ageebg\or and performance.

Moody’s endorsed the IOSCO Code and in June 20bbshed its Code of Professional Conduct (the “MgsdCode”) pursuant to the
IOSCO Code. In April 2006, Moody'’s Investors Seevjublished its first annual report on the impletagon of Moody’s Code. The report
discusses policies, procedures and processestthement the Moody’s Code. The report also dessriliéerences between the Moody’s
Code and the IOSCO Code and how Moody'’s believasthie objectives of the IOSCO Code are otherwidisitesssed. Both Moody’s Code
and the report can be found on fegulatory Affairpage of the Company’s website.

European Union—In the European Union, the European Commissiomifiission”) issued a Communication on rating ageni
January 2006. The Commission noted that recentdearo Union (“EU”) financial services legislative aseires that are relevant to credit
rating agencies, combined with a self-regulatoayrfework for rating agencies based on the IOSCO Guodeided a suitable framework for
the oversight of rating agencies and that no latji& actions were required at present. The Comomsedicated that it will monitor
developments related to rating agencies and haslabk Committee of European Securities Regul§t@ESR”) to monitor rating agencies’
compliance with the IOSCO Code and report backleztyu

CESR has initiated a process to assess such comwgléand plans to submit its first annual repoth®Commission in October 2006.
The CESR process involves discussions with indisidating agencies as well as a survey of marketggzants. CESR has indicated that its
report will identify issues that have arisen faimg agencies in implementing their codes of comdas well as those IOSCO Code provisions
that rating agencies have chosen not to includiedgin codes and for which they have disclosed ther-compliance.

European Union Market Abuse Directiveln 2003, the EU adopted the Market Abuse Direcfttie “Directive”), which provides a
common European framework for the prohibition @fidier dealing and market manipulation, and promotasket integrity by ensuring
prompt and fair disclosure of information aboutfiigial instruments to the public. The EU countaes currently adopting legislation that
implements the Directive. While the Directive iphpable to all participants in the European cdpitarkets, the EU has excluded credit
rating agencies from certain of its rules that #jmadly address the type and amount of informatibat 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 I, ratings assigned by recognizeditrating agencies (called External Credit
Assessment Institutions, or “ECAIsEpuld be used by banks in determining credit rigkgivts for many of their institutional credit exposs.

It is anticipated that national authorities willplement these aspects of Basel Il starting in Jgr2@07. Recognized ECAIs could be subject
to a broader range of oversight.
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In the EU, Basel Il has been adopted through th@t&@laRequirements Directive (“CRD”), which, amoather things, sets out criteria
for recognizing ECAIs within the EU. The Commissimeated the Committee of European Banking Supenwi§CEBS”), comprised of
European banking regulators, to advise it on bapgiiicy 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 in EU Member States to theemehtation of the CRD’s ECAI recognition and supgown criteria. In April 2006,
Moody'’s applied to be recognized as an ECAI inEluk The recognition process is ongoing.

Bank regulators in other jurisdictions globally kasegun the ECAI recognition process, and Moodg$s lbeen recognized in several
jurisdictions. At this time Mooc’s cannot predict the long-term impact of Basalrlthe manner in which the Company conducts itiless.
However, Moody’s does not currently believe thas@dl will materially affect its financial positioor results of operations.

Other legislation and regulation relating to crediing and research services has been consideradime to time by local, national
and multinational bodies and is likely to be coeséatl 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 enacieg such legislation and regulation could sigaifitly change the competitive landscape in
which Moody'’s operates. In addition, the legalstadf rating agencies has been addressed by dowasious decisions and is likely to be
considered and addressed in legal proceedingstfeento 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 orutts of operations of Moody’s.

Forward-Looking Statements

Certain statements contained in this quarterly ntepo Form 10-Q are forward-looking statements aredbased on future expectations,
plans and prospects for the Company’s businesepaiations that involve a number of risks and uadgsiies. Such statements involve
estimates, projections, goals, forecasts, assumpéind uncertainties that could cause actual sesulbutcomes to differ materially from th
contemplated, expressed, projected, anticipatéuhglied in the forward-looking statements. Thosgesnents 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 &®bults of Operations”, commencing at page 21isfgharterly report on Form 1Q; and
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “inteid'plan”, “will”, “predict”, “potential”,
“continue”, “strategy”, “aspire”, “target”, “forec”, “project”, “estimate”, “should”, “could”, “ma¥yand similar expressions or words and
variations thereof relating to the Company’s viemsfuture events, trends and contingencies. Stddkh®and investors are cautioned not to
place undue reliance on these forward-looking states. The forwardboking statements and other information are madef she date of th
quarterly report on Form 10-Q, and the Company ttalles no obligation (nor does it intend) to pulsupplement, update or revise such
statements on a going-forward basis, whether asuwdtrof subsequent developments, changed expeetair otherwise. In connection with
the “safe harbor” provisions of the Private SedéesiLitigation Reform Act of 1995, the Companydsitifying examples of factors, risks and
uncertainties that could cause actual resultsfterdperhaps materially, from those indicated hgse forward-looking statements. Those
factors, risks and uncertainties include, but argimited to, changes in the volume of debt arfttosecurities 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 governmgonsored 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 vasigurisdictions
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regarding the status of and potential liabilitiésating agencies; the possible loss of key empmgyte investment or commercial banks or
elsewhere and related compensation cost pressheesutcome of any review by controlling tax autties of the Company’s global tax
planning initiatives; the outcome of those tax @whl contingencies that relate to Old D&B, itsq@eessors and their affiliated companies
which the Company has assumed portions of the diahresponsibility; the outcome of other legaliaes to which the Company, from time
to time, may be named as a party; the ability ef@ompany to successfully integrate the KMV and MRBMisinesses; a decline in the
demand for credit risk management tools by findringtitutions. These factors, risks and uncerteias well as other risks and uncertainties
that could cause Moody’s actual results to diffatenially from those contemplated, expressed, ptegk anticipated or implied in the
forward-looking statements are described in gredeail in the Company’s annual report on Form 18r4 in other filings made by the
Company from time to time with the Securities andfange Commission or in materials incorporate@ihesr therein. Stockholders and
investors are cautioned that the occurrence obétlyese factors, risks and uncertainties may cthes€ompany'’s actual results to differ
materially from those contemplated, expressedgptefl, anticipated or implied in the forward-loakistatements, which could have a
material and adverse effect on the Company’s basjrresults of operations and financial condithdew factors may emerge from time to
time, and it is not possible for the Company tadppenew factors, nor can the Company assess tteafia 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 Juhe2806. For a discussion of
the Company’s exposure to market risk, refer tmI#A, “Quantitative and Qualitative Disclosures abBlarket Risk”, contained in the
Company’s annual report on Form 10-K for the yewtesl December 31, 2005.

Iltem 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&nhge Act”), under the supervision and with theipipation 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 procedusedetined in Rule 13a-15(e) of the Exchange Actfdabe end of the period covered by
this report (the “Evaluation Date”). Based on saghluation, such officers have concluded thatfdseoEvaluation Date, the Company’s
disclosure controls and procedures were effectiyidvide reasonable assurance that informationined|to be disclosed by the Company in
reports that it files or submits under the Exchafgeis recorded, processed, summarized and rapuiithin the time periods specified in the
Securities and Exchange Commission’s rules and<@mna to provide reasonable assurance that sumimiafion is accumulated and
communicated to the Company’s management, includiegcompanys Chief Executive Officer and Chief Financial Officas appropriate
allow timely decisions regarding required discl@sur

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 thjsort.
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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 Companyisitiedand contingencies in connection with thesstters based upon the latest
information available. Moody'’s discloses materiahding legal proceedings, other than routine litcgaincidental 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 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 Pateém 2. “Management’s Discussion and Analysis ofiRmal Condition and Results of
Operations—Contingencies”, commencing at page 3Bisfquarterly report on Form 10-Q, is incorpodait&o this Iltem 1 by reference.

Based on its review of the latest information aalali¢, in the opinion of management, the ultimatbility of the Company in connectic
with the pending legal and tax proceedings, claam litigation will not have a material adversesetfon 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

The significant risk factors and uncertainties knaw the Company that, if they were to occur, coulterially adversely affect the
Company’s business, financial condition, operategults and/or cash flow are set forth in Item 1Risk Factors”, contained in the
Company'’s annual report on Form 10-K for the yeatesl December 31, 2005.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

MOODY'S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended June 30, 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 Purchase Paid per Share Program Program (2)
April 1-30 1,258,03(1) $ 71.01 1,257,97! $ 564.8 millior
May 1-31 6,843,84! $ 58.2¢ 6,843,84! $ 166.1 millior
June 130 1,628,90I $ 52.71 1,628,90! $ 2,080.2 million(3)

Total 9,730,78: 9,730,71i

(1) Includes the surrender to the Company of 63eshim April of common stock to satisfy tax withtlislg obligations in connection with
the vesting of restricted stock issued to employ

(2) As of the last day of each of the mont

(3) On June 5, 2006, the Board of Directors auttaatian additional $2 billion share repurchase rmgiMoody’s will begin repurchasing
shares under the new program upon completion dd1Haillion program authorized in October 2005. iEhis no established expiration
date for either of these authorizatio
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During the second quarter of 2006, Moody'’s repuseldad.7 million shares at an aggregate cost of $5%8lion and issued 0.9 million
shares of stock under employee stock-based comimgdans. Since becoming a public company in Get®000 and through June 30,
2006, Moody’s has repurchased 79.2 million sharestatal cost of $2.6 billion, including 36.7 niolh shares to offset issuances under
employee stock-based compensation plans.

Item 4. Submission of Matters to a Vote of Securityolders
Previously reported in the Company’s Form 10-Qtlfer quarter ended March 31, 2006.

Item 6. Exhibits
Exhibits

Exhibit No.
3

31

32

* Filed herewith

A*
2%

A*

2%

Description

ARTICLES OF INCORPORATION AND B-LAWS

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lyrid98, as
amended effective October 1, 2000, and as furtimenaed 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¢

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 SARRBRES-OXLEY ACT OF 2002

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb@ndsy Act of
2002. (The Company has furnished this certificatiod does not intend for it to be considered fiader the
Securities Exchange Act of 1934 or incorporateddfgrence into future filings under the Securiies of 1933 o
the Securities Exchange Act of 193

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb&nsy Act of
2002. (The Company has furnished this certificatiod does not intend for it to be considered filader the
Securities Exchange Act of 1934 or incorporateddfgrence into future filings under the Securitées of 1933 o
the Securities Exchange Act of 193
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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: August 3, 2006

Date: August 3, 2006
41

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 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

August 3, 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 andeCRinancial 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 notagoriny 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 registrantfaaral for, the periods presented in this
report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure 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 informatielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

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

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentnisineport 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 regists fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatiorernal control over
financial reporting, to the registrant’s auditorglahe 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

August 3, 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 10-Q for theipd ended June 30, 2006 as
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, pursuanil8 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@alition and results of operations
of the Company.

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

August 3, 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 10-Q for theipd ended June 30, 2006 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Linda S. Hylexecutive Vice President and Chief
Financial Officer of the Company, certify, pursutmil8 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@aldition and results of operations
of the Company.

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

August 3, 200¢



