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PART I. FINANCIAL INFORMATION
Item 1. Financial Statem ents
MOODY'’S CORPORATION

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

Three Months Ended

March 31,
2007 2006

Revenue $583.C $440.
Expense!

Operating, selling, general and administra 268.( 192.t

Depreciation and amortizatic 10.2 9.4

Total expense 278.3 201.¢

Operating incom: 304.7 238.<

Interest and other n-operating (expense) income, | (3.9 3.4

Income before provision for income tay 301. 241.7

Provision for income taxe 126.( 95.t
Net income $ 1754 $146.C
Earnings per shal

Basic $ 06 $ 0.5C

Diluted $ 062 $ 0.4¢
Weighted average shares outstanc

Basic 277.7 290.f

Diluted 284.¢ 299.f

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

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

March 31, December 31
2007 2006
ASSETS
Current asset:
Cash and cash equivalel $ 289t $ 408.1
Shor-term investment 10.: 75.4
Accounts receivable, net of allowances of $14.3007 and $14.5 in 20( 499.: 475.¢
Other current asse 80.C 43.C
Total current asse 879.1 1,001.¢
Property and equipment, net of accumulated degreciaf $99.1 in 2007 and $100.9 in 2C 118.2 62.C
Goodwill 178.3 176.1
Intangible assets, net of accumulated amortizaif@#0.2 in 2007 and $37.7 in 20 63.t 65.7
Other asset 230.¢ 192.(
Total asset $1,469.¢ $ 1,497
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Borrowings under revolving credit facili $ 80.C $ =
Accounts payable and accrued liabilit 282.¢ 339.7
Deferred revenu 410.1 360.:
Total current liabilities 773.C 700.(
Non-current portion of deferred reven 107.¢ 102.1
Notes payabli 300.( 300.(
Other liabilities 359.2 228.2
Total liabilities 1,540.( 1,330.:
Contingencies (Note 1(
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s8ares authorized; no shares iss — —
Series common stock, par value $.01 per shareP@@OO0 shares authorized; no shares is — —
Common stock, par value $.01 per share; 1,000,000:8ares authorized; 342,902,272 shares issl
March 31, 2007 and December 31, 2! 3.4 3.4
Capital surplu 354.7 345.7
Retained earning 2,223.¢ 2,091..
Treasury stock, at cost; 69,105,782 and 64,296s84%s of common stock at March 31, 2007 and
December 31, 2006, respectivi (2,643.7) (2,264.)
Accumulated other comprehensive i (7.9 (8.4)
Total shareholde’ (deficit) equity (70.7) 167.¢
Total liabilities and sharehold¢ equity $ 1,469.¢ $ 1,497.

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

CONDENSED CONSOLIDATED STATE MENTS 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
Borrowings under revolving credit facili
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 financing activiti
Effect of exchange rate changes on cash and casvadnts
(Decrease) Increase in cash and cash equive
Cash and cash equivalents, beginning of the pi
Cash and cash equivalents, end of the pe

Three Months Ended

March 31,

2007 2006
$ 1754 $ 146.2
10.c 94
21.2 13.€
(29.7) (61.5)
(23.9) (0.5)
(4.6) 14.€
— 1.C
0.3 (33.7)
(37.9) 4.4
54.C 50.¢
19.€ (4.6)
185.¢ 140.1
(33.0) (6.7)
(172.9  (229.))
237.: 215.¢
(3.4) (2.0)
28.< (22.4)

80.C —
21.t 51.1
(442.6) (201.6)
29.7 61.t
(22.9) (20.4)

(0.4) —
(334.)  (109.6)
1.8 1.8
(118.6) 9.¢
408.1 486.(
$ 289.f $ 495.¢

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

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

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Moody’s Corporation (“Moody’s” or the “Company”) & provider of (i) credit ratings, research andysisa 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 repartabyyments: 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 information, research andnomic commentary, including depth research on major issuers, industry studpEs;ia
comments and credit opinion handbooks. The MKMVifiess develops and distributes quantitative créskitassessment products and
services and credit processing software for bardgorations and investors in credit-sensitive @sse

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 remadgnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management sergitg was renamed “Moody’s Corporation”. The methwdavhich Old D&B distributed to
its shareholders its shares of New D&B stock iemafter referred to as the “2000 Distribution”.

For purposes of governing certain ongoing relatigrs between the Company and New D&B after the 2D@@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 Agreemettnployee 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 Companyé aanual report on Form 10-K filed
with the Securities and Exchange Commission on Mar@007. The results of interim periods are rmassarily indicative of results for the
full year or any subsequent period. In the opirdbmanagement, all adjustments (consisting of nbrewurring accruals) considered
necessary for a fair presentation of financial fasj results of operations and cash flows at ttesland for the periods presented have been
included. The year-end condensed balance sheetvdatderived from audited financial statementsdmets not include all disclosures
required by accounting principles generally acagiiethe United States of America. Certain prioaly@amounts 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 Figlafsctounting 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 attilme of grant. This includes shares
issued under employee stock purchase plans, spidns, restricted stock and stock appreciatiohtsig

The condensed consolidated statements of operaticingle pre-tax compensation expense of $21.2aniind $13.9 million for the
three months ended March 31, 2007 and 2006, regelsctrelated to stockased compensation plans. The total income taxfibe@eognizec
in the income statement for stock-based compemsptams was $8.2 million and $5.4 million for thede months ended March 31, 2007 and
2006, respectively. The amount of compensation esgeapitalized for the three months ended Mar¢l2@Q7 was immaterial. There was
compensation expense capitalized for the three Imsamided March 31, 2006.

The fair value of each employee stock option avimesstimated on the date of grant using the Blathef&s option-pricing model that
uses the assumptions noted below. The expectededidiyield is derived from the annual dividend @tehe date of grant. The expected
stock volatility is based on implied volatility frotraded options as well as historical
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volatility. The risk-free interest rate is the rateeffect at the time of the grant based on Udvegnment zero coupon bonds with maturities
similar to the expected holding period. The expetielding period was determined by examining histdrand projected post-vesting
exercise behavior activity. The following weight@eerage assumptions were used for options grantéoigdthe three months ended

March 31, 2007 and 2006:

Three Months Ended

March 31,
2007 2006
Expected dividend yiel 0.44% 0.44%
Expected stock volatilit 23% 23%
Risk-free interest rat 4.7% 4.5%
Expected holding perio 5.7 yrs 6.0 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@sgitions to acquire Moody’s common stock and saphrexercisable options to acquire
New D&B common stock, such that each option hadstime ratio of the exercise price per option tontlagket value per share, the se
aggregate difference between market value and isggudce, and the same vesting provisions, ogigniods and other terms and conditions
applicable prior to the 2000 Distribution. Old D&fBock options held by employees and retirees ofBi2& were converted in the same
manner. Immediately after the 2000 Distributiore 998 Plan was amended and adopted by the Company.

Under the 1998 Plan, 33,000,000 shares of the Coyrgpaommon stock have been reserved for issudimAmended and Restated
2001 Moody’s Corporation Key Employees’ Stock IndemPlan (the “2001 Plan”), which is shareholdepm@ved, permits the granting of up
to 28,600,000 shares, of which not more than 80@@Dshares are available for grants of awards otiaer stock options. The 2001 Plan was
amended and approved on April 24, 2007 at the dreiiaaeholders meeting, increasing the number afeshreserved for issuance by
3,000,000 which is included in the aforementioneaants. Both the 1998 Plan and the 2001 Plan (kKSRdans”) provide that options are
exercisable not later than ten years from the giatd. The vesting period for awards under thekS®dans is generally determined by the
Board of Directors at the date of the grant anddesn four years except for employees who are m¢ar retirement eligibility, as defined,
which vesting is between one and four years. Optinay not be granted at less than the fair mardletevof the Company’s common stock at
the date of grant. The Stock Plans also providéhfergranting of restricted stock. Unlike the 1998n, the 2001 Plan also provides that
consultants to the Company or any of its affilisdes eligible to be granted options.

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

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

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Price Contractual Intrinsic
Options Shares Per Share Term Value
Outstanding, December 31, 20 20.1 $30.4¢
Granted 2.¢ 72.6:
Exercisec (1.5 22.5(
Forfeited or expires (0.7) 49.5¢
Outstanding, March 31, 20( 21.4 $36.6: 6.4 yrs $578.7
Vested and unvested expected to vest, March 37, 20.7 $35.7: 6.3 yrs $574.7
Exercisable, March 31, 20( 13.€ $24.5; 5.1 yrs $516.¢



The weighted average grant date fair value pepopif Moody’s options granted during the three rhergnded March 31, 2007 and
2006 was $22.65 and $19.95, respectively. The gatgentrinsic value in the table above represti@gotal pre-tax intrinsic value (the
difference between Moody'’s closing stock price lom last trading day of the first quarter of 200@ #re exercise prices, multiplied by the
number of in-the-money options) that would havenbeeeived by the option holders had all optiordead exercised their options as of
March 31, 2007. This amount changes based on theafae of Moody’s stock. The total intrinsic valof options exercised during the three
months ended March 31, 2007 and 2006 was $71.®madhd $152.6 million, respectively. As of March, 2007, there was $115.0 million
total unrecognized compensation expense relategtions. The expense is expected to be recognizexdeoweighted average period of 1.5
years. Proceeds received from the exercise of stpttins were $33.7 million and $61.2 million fbetthree months ended March 31, 2
and 2006, respectively. The tax benefit realizedfstock options exercised during the three moatiteed March 31, 2007 and 2006 was
$28.2 million and $60.7 million, respectively.

At March 31, 2007, options outstanding of 20.4 imilland 1.0 million were held by Moody’s employeesl retirees and New D&B
employees and retirees, respectively.

A summary of the status of the Company’s nonvesgstticted stock as of March 31, 2007 and changesglthe three months then
ended is presented below:

Weighted Average
Grant Date Fair

Nonvested Restricted Stock Shares Value Per Share
Balance, December 31, 20 1.7 $ 52.12
Granted 0.S 72.67
Vested (0.6) 48.9(
Forfeited _(0.9) 57.2¢
Balance, March 31, 20C _1¢ $ 63.1i

The total fair value of shares vested during tmeehmonths ended March 31, 2007 and 2006 was $illidn and $27.0 million,
respectively. As of March 31, 2007, there was $9dillon of total unrecognized compensation expemedated to nonvested restricted stock.
The expense is expected to be recognized overghteel average period of 1.4 years. The tax beregiized from the vesting of restricted
stock during the three months ended March 31, 20@72006 was $16.3 million and $10.8 million, respely.

The Company has a policy of issuing treasury stodatisfy shares issued under stock-based com@mngéans. The Company
currently expects to use a significant portiontsftiash flow to continue its share repurchase progi’he Company implemented a systen
share repurchase program in the third quarter 8520rough a SEC Rule 10b5-1 program. Mosdyay also purchase opportunistically w
conditions warrant. On June 5, 2006, the Boardicgd@ors authorized a $2 billion share repurchasgnam. On March 31, 2007, Moody’s
had $1.3 billion of share repurchase authority i@mg under the current $2 billion program. The @amy’s intent is to return capital to
shareholders in a way that serves their long-teterésts. As a result, Moody’s share repurchasetsawill continue to vary from quarter to
quarter.

In addition, the Company also sponsors the 1999dyacCorporation Employee Stock Purchase Plan (FEBRJnder the ESPP,
6,000,000 shares of common stock were reserveiddoance. The ESPP allows eligible employees tohase common stock of the
Company on a monthly basis at 85% of the averagieeoliigh and the low trading prices on the NewkY8tock Exchange on the last trading
day of each month. The employee purchases areduhdeugh after-tax payroll deductions, which pfemticipants can elect at from one
percent to ten percent of compensation, subjettigdederal limit. This results in stock-based cemgation expense for the difference
between the purchase price and fair market valdeu8FAS No. 123R.

3. INCOME TAXES

Moody’s Corporation adopted the provisions of FABRrpretation No. 48, “Accounting for Uncertaintylncome Taxes” (“FIN
No. 4€"), on January 1, 2007 resulting in a reductiongimined earnings of $43.3 million. This reductiscomprised of a $32.9 million
increase in the liability for unrecognized tax bigseand accrued interest of $17.3 million ($10.4lion, net of tax). As of the date of adopti
and after the impact of recognizing the increadability noted above, the Company’s unrecognitdbenefits totaled $122.7 million. Of
this total, $97.5 million (net of the federal baheh state issues) represents the amount of ugnéoed tax benefits that, if recognized, would
affect the effective income tax rate in future pdsd. Additionally, during the first quarter of 2080 Company increased its unrecognized tax
benefits by $9.2 million or $6.2 million, net oftaon primarily domestic issues.
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The Company classifies interest related to unreizegintax benefits in interest expense in its cosddrconsolidated statements of
operations. Penalties, if incurred, would be redogphin other non-operating expenses. Prior tatlaption of FIN No. 48, interest expense
related to taxes and tax penalties were recordpara®f the provision for income taxes. During theee months ended March 31, 2007, the
Company accrued interest of $3.5 million relatedricertain tax positions.

Moody’s Corporation and subsidiaries are subjet1.®. federal income tax as well as income taxasfous state and local and foreign
jurisdictions. The Compar's income tax returns for the tax years 1997 thro2@00 are currently under examination by the hkERevenue
Service (“IRS”). Additional information pertainirtg legacy tax matters that are the subject of & éxamination is discussed in Note 10.
Federal income tax matters have been conclude2Df@t while subsequent years remain subject to exatimn. For state and local
jurisdictions, New York City income tax returns 2001 through 2003 are currently under examinatitw York City and New York Sta
returns are subject to examination for 2004 andb20@ome tax examinations by the U.K. tax autlhesitemain open for 2001 through 2004.
Other state and local and foreign jurisdictions aensubject to examination but are not individuainsidered material.

4. WEIGHTED AVERAGE SHARES OUTSTANDING
Below is a reconciliation of basic shares outstagdo diluted shares outstanding:

Three Months Ended

March 31,
2007 2006
Basic 277.7 290.t
Dilutive effect of shares issuable under s-based compensation pla 7.2 9.C
Diluted 284.¢ 299.t

Options to purchase 5.6 million and 2.9 million coon shares at March 31, 2007 and 2006, respectiwelse outstanding but were not
included in the computation of diluted weighted rage shares outstanding because they were aritidilut

The calculation of diluted earnings per share negutertain assumptions regarding the use of pdsabat would be received upon the
exercise of stock options. These assumed proceeligle the excess tax benefit that would be redeiymn exercise of options outstanding
as of March 31, 2007 and 2006, respectively. Asslipneceeds from excess tax benefits are basedeatefierred tax assets recorded with
consideration of “as if” deferred tax assets calted under the provisions of SFAS No. 123R.

5. SHORT-TERM INVESTMENTS

Short-term investments are securities with magsigreater than 90 days at the time of purchasatbavailable for operations in the
next twelve months and include auction rate cegts at December 31, 2006. The short-term invegthaee classified as available-for-sale
and therefore are carried at fair value. The remginontractual maturities of the short-term inmestts were one month to nine months and
one month to 39 years as of March 31, 2007 andkee 31, 2006, respectively. Unrealized holdingigaind losses on available-for-sale
securities, if any, would be included in accumuatéher comprehensive income, net of applicablerimetaxes in the condensed consolid
financial statements. During the three months efdacth 31, 2007, realized gains/losses from sdlesailable-for-sale securities were
immaterial. During the three months ended March2B06 there were no realized gains or losses fades ©f available-for-sale securities.

Total interest income on cash and cash equivaardshort-term investments was $5.4 million an@® $dillion for the three months
ended March 31, 2007 and 2006, respectively.



6. ACQUISITIONS
Wall Street Analytics, Inc.

In December 2006, the Company acquired Wall Stkeetytics, Inc., a developer of structured finaaoalytical models and monitori
software. The acquisition has broadened Moody’sisiiies in the analysis and monitoring of comp#tsuctured debt securities while

increasing the firm’s analytical and product depehent staff dedicated to creating new softwarearalytic tools for the structured finance
market. The purchase price was not material andehe term impact to operations and cash flowsisRrpected to be material.

China Cheng Xin International Credit Rating Co. Ltd

In September 2006, the Company acquired a 49% sti&@&kina Cheng Xin International Credit Rating Ctd. (“CCXI") from China
Cheng Xin Credit Management Co. Ltd. (“CCXCMid an entity affiliated with CCXCM. Terms of thegaisition agreement will permit tl
Company to increase its ownership in CCXI to a migj@ver time as permitted by Chinese authoritigse purchase price was not material
and the near term impact to operations and caslsfie not expected to be material.

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

Three Months Ended Year Ended
March 31, 2007 December 31, 2006

Moody’s Moody’s

Investors Moody’s Investors  Moody’s

Service KMV Consolidatec Service KMV Consolidatec
Beginning balanc $ 52.C $1241 $ 176.0 $ 28.C $1241 $ 152.]
Additions 2.2 — 2.3 23.2 — 23.2
Foreign currency translation adjustme (0.2) — (0.2) 0.8 — 0.8
Ending balanc: $ 54z $1241 $ 178.5 $ 52.C $1241 $ 176.1

Intangible assets consisted of:
March 31, December 31
2007 2006

Customer lists (11.2 year weighted average $ 62t $ 62.5
Accumulated amortizatio (28.0) (26.8)
Net customer list 34.5 35.7
MKMYV trade secret (12.0 year weighted average 25.5 25.t
Accumulated amortizatio (2.8) (2.3
Net trade secre 22.70 23.2
Other amortizable intangible assets (5.6 year wedjaverage life 15.7 15.4
Accumulated amortizatio (9.9 (8.6)
Net other amortizable intangible ass 6.3 6.8
Total intangible assets, n $ 63.F $ 65.7

Amortization expense was $2.5 million for eachtaf three months ended March 31, 2007 and 2006.

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

Year Ending December 31,

2007 (after March 31 $ 7.2
2008 8.5
2009 7.6
2010 7.5
2011 7.3
Thereaftel 25.4
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8. 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 selectedwives. The Company also provides certain healéhand life insurance benefits for reti
U.S. employees. The post-retirement healthcaresgasm contributory with participants’ contributiomdjusted annually; the life insurance
plans are noncontributory. Moody’s funded and udfthpension plans, the post-retirement healthdares and the post-retirement life
insurance plans are collectively referred to heasithe “Post-Retirement Plans”.

Following are the components of net periodic expertated to the Post-Retirement Plans for theethrenths ended March 31, 2007
and 2006:

Other
Post-Retirement

Pension Plans Plans
Three Months Three Months
Ended March 31, Ended March 31,
2007 2006 2007 2006

Components of net periodic expens
Service cos $ 2.¢ $ 2.7 $ 0.2 $ 0.2
Interest cos 2.C 1.8 0.1 0.1
Expected return on plan ass (2.3 (2.7 — —
Amortization of net actuarial loss from earlier ipels 0.t 0.8 — —
Amortization of prior service cos 0.1 0.1 — 0.1
Net periodic expens $ 3.2 $ 3.8 $ 032 $ 04

The Company made payments of $0.2 million and $@l#on to its unfunded pension plans during theethmonths ended March 31,
2007 and 2006, respectively. The Company made patgnoé $0.1 million to its other post-retiremenaupd during the three months ended
March 31, 2007 and made no significant paymenis tother post-retirement plans during the threattm®ended March 31, 2006. The
Company presently anticipates making payments & s0llion to its unfunded pension plans and $0ilien to its other post-retirement
plans during the remainder of 2007.

9. INDEBTEDNESS

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold thepghkate placement
transaction, $300 million aggregate principal antafrits Series 2005-1 Senior Unsecured Notes (N9t The Notes have a ten-year term
and bear interest at an annual rate of 4.98%, pagaimi-annually on March 30 and September 30.pfbeeeds from the sale of the Notes
were used to refinance $300 million aggregate ai@amount of the Company’s outstanding 7.61% &eNbtes which matured on
September 30, 2005. In the event that Moody’s élysr part, of the Notes in advance of their migguthe “Prepaid Principal”), such
prepayment will be subject to a penalty calculdtased on the excess, if any, of the discountecevalithe remaining scheduled payments, as
defined in the agreement, over the Prepaid Prihdiprest paid under the Notes was $7.5 milliongach of the three months ended
March 31, 2007 and 2006, respectively.

On September 1, 2004, Moody’s entered into a fiearysenior, unsecured bank revolving credit fac{tihe “Facility”) in an aggregate
principal amount of $160 million that expires inpBEmber 2009. Interest on borrowings under thelifats payable at rates that are based on
the London InterBank Offered Rate plus a premiuat gan range from 17 basis points to 47.5 basistpdiepending on the Company’s ratio
of total indebtedness to earnings before intetaxgs, depreciation and amortization (“EarningséZage Ratio”), as defined in the related
agreement. At March 31, 2007, such premium wasakisipoints. The Company also pays quarterly fadiies, regardless of borrowing
activity under the Facility. The quarterly fees cange from 8 basis points of the Facility amoont% basis points, depending on the
Companys Earnings Coverage Ratio, and were 8 basis paiiarch 31, 2007. Under the Facility, the Compalsp pays a utilization fee
12.5 basis points on borrowings outstanding wheratigregate amount outstanding under the Faciigexls 50% of the Facility. In October
2006, Moody’s amended its Facility by increasing liimit on sale proceeds resulting from a saledbask transaction of its corporate
headquarters building at 99 Church Street from $h8lton to $250 million. Additionally, the resttion on liens to secure indebtedness
related to the sale of 99 Church Street was alseased from $150 million to $250 million. The Canp also increased the expansion
feature of the credit facility from $80 million &840 million, subject to obtaining commitments floe incremental capacity at the time of
draw down from the existing lenders. In April 20&er receipt of all necessary approvals relatinthe execution of the expansion feature,
borrowing capacity under the Facility was increage#i500 million.
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As of March 31, 2007, the Company had borrowingstanding of $80 million under the Facility, thepeeds of which were used to
support share repurchases, the build-out of its camworate headquarters at 7 World Trade Centeptrat operational activities. No interest
was paid under the Facility for the three monthdegihMarch 31, 2007 and 2006. As of May 2, 2007 Gbmpany had $360 million of
borrowings outstanding under the Facility.

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 defim¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an InteGzsterage 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 rtiiae 4 to 1 at the end of any fiscal
quarter. At March 31, 2007, the Company was in d@npe with such covenants. Upon the occurrenageghin financial or economic
events, significant corporate events or certaieio#vents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and fiegable thereunder) may be declared immediatedyatha payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmwould automatically result in
amounts outstanding becoming immediately due agdiga and all commitments being terminated.

Moody’s interest expense on borrowings was $4.0anikand $3.8 million for the three months ended&fa31, 2007 and 2006,
respectively.

10. CONTINGENCIES

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitisand contingencies in connection with thessters based upon the latest
information available. Moody'’s discloses materiahging 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 tHattélity has been incurred and the amount of loems be reasonably estimated, the Company
has recorded liabilities in the consolidated finahstatements and periodically adjusts these psogpiate. In other instances, because of
uncertainties related to the probable outcome artdéoamount or range of loss, management doe®ootd a liability but discloses the
contingency if significant. As additional informati becomes available, the Company adjusts its sreseds 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, claimslaigation 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 lial@Btassumed in connection with the 2000 Distribufidrese 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 whouth various corporate
reorganizations and related contractual commitmératge assumed varying degrees of responsibilitly keispect 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@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 furthesdribed in Note 1 to the consolidated financialeshents.

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¢hers, IMS Health and NMR are jointly and sevgrkdible to pay one-half, and
New D&B and Mood’s are jointly and severally liable to pay the othelf, of any payments for taxes, penalties andusttinterest resultin
from unfavorable IRS rulings on certain tax mat@sgescribed in such agreements (excluding theendescribed below as “Amortization
Expense Deductions” for which New D&B and Moodyte aolely responsible) and certain other potetaialiabilities, also as described in
such agreements.

In connection with the 2000 Distribution and pursiu@ the terms of the 2000 Distribution Agreeméigw D&B and Moody'’s have,
between themselves, agreed to be financially resplnfor any potential liabilities that may arigethe extent such potential liabilities are
directly attributable to their respective businepsrations.

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

Royalty Expense Deductio

This matter related to the IRS’s stated intentmdisallow certain royalty expense deductions ctadrby Old D&B on its tax returns for
the years 1993 through 1996 as well as the IR$mtion to reallocate to Old D&B income and expeitasms that had been reported in a
certain partnership tax return for 1996. These ensittvere settled with the IRS in a closing agredraracuted in the third quarter of 2005
accordingly, the Company reduced its reserve fiarrttatter by $11.5 million. As of March 31, 200&serves of approximately $2 million
remained. However, IMS Health and NMR disagreeth Wiew D&B’s calculation of each party’s share of thability. New D&B may
commence arbitration proceedings against IMS HealthNMR to collect the $7.3 million that New D&BdMoody’s each were obligated
to pay to the IRS on their behalf. Based upon threenit understanding of the positions that New D&l IMS Health may take, the
Company believes it is likely that New D&B will prail, but Moody’s cannot predict the outcome widrttainty.

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 reverssdrves 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’s denial of the tefunds. In the third quarter of 2006, the IR%Aals Office rejected New D&B'’s
protest. New D&B is determining whether to filetsforr the refund. Moody’s share is estimated atrapipnately $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. Siriil@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&Bstware. In addition, should New D&B discontinudrdiag the amortization expense
deductions on future tax returns, Moody's would-&guired, pursuant to the terms of the 2000 Distrdm Agreement, to repay to New D&B
an amount equal to the discounted value of itsesbhthe related future tax benefits. New D&B hailthe discounted value of 50% of the
future tax benefits from this transaction in casivibody’s at the Distribution Date. Moody's estimsithat the Comparg/potential exposur
at March 31, 2007 (including penalties and intenest of tax) could be up to $126 million relatitogthe disallowance of amortization expe
deductions. There could be additional potentialosxpes up to $200 million (including penalties amdrest, net of tax) at March 31, 2007,
relating to the reallocation of the partnershipime and expense to Old D&B. Moodyalso could be obligated for future interest paytser
its share of such liabilities.
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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’s proposed assesstéitax against Old D&B and the proposed realiooatof 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.

Summary of Moody’s Exposure to Legacy Tax Relatttieks

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

For the three months ended March 31, 2006, the @agnpecorded a tax benefit of $0.9 million. For theee months ended March 31,
2007 and 2006, the Company recorded $1.0 milli@h&h9 million of interest expense, respectivedyated to its legacy tax matters. In
accordance with the Company’s policy adopted imeation with the implementation of FIN No. 48, ihterest recorded for the three
months ended March 31, 2007 is recorded in intergzense. The interest recorded for the three rsarided March 31, 2006 is recorded in
the provision for income taxes. Moody'’s total regdcy tax liabilities as of March 31, 2007 were &dlllion and were recorded in other
liabilities.

It is possible that the legacy tax matters couldds®lved in amounts that are greater than thditiab recorded by the Company, which
could result in additional charges that may be nedteo Moody'’s future reported results, finangmsition 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 uléilpdtis unlikely that the IRS would retain suchpdicative payments.

11. COMPREHENSIVE INCOME
Total comprehensive income was as follows:

Three Months Ended

March 31,
2007 2006
Net income $ 1754 $ 146.C
Other comprehensive incor- derivative instrument 0.1 —
Other comprehensive inco—foreign currency translation adjustme — 1.2
Total comprehensive incon $ 1755 $ 147«

12. 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 avaitatiiat is evaluated regularly by the chief
operating decision-maker in deciding how to allea@tsources 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 pringifadim the assignment of credit ratings on issa@d issues of fixeihcome 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. Giverdtdminance of Moody’s Investors Service to Moodyerall results, the Company
does not separately measure or report corporagnegg, nor are such expenses allocated betwe&othgany’s business segments.
Accordingly, all corporate expenses are includedgarating income of the Moody’s Investors Sendgegment 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 investorgéalit-sensitive assets. Assets used solely by Msd€MV are separately disclosed within
that segment. All other Company assets, includorgarate assets, are reported as part of Moody®shors Service. Revenue by geographic
area is generally based on the location of theoowst. Intersegment sales are insignificant and no single cust@ccounted for 10% or mc
of total revenue.
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Below is financial information by segment, Moodyhvestors Service revenue by business unit ansotidated revenue information
geographic area, each for the three month periodececMarch 31, 2007 and 2006, and total assetedment as of March 31, 2007 and
December 31, 2006. Certain prior year amounts baea reclassified to conform to the current present.

Financial Information by Segment

Revenue
Operating, selling, general and administrative espe
Depreciation and amortizatic
Operating incom:
Interest and other n-operating (expense) income, |
Income before provision for income tay
Provision for income taxe
Net income

Moody'’s Investors Service Revenue by Business Unit

Ratings revenue
Structured financ
Corporate financ
Financial institutions and sovereign ri
Public finance
Total ratings revenu
Research revent
Total Moody's Investors Servic

Consolidated Revenue Information by Geographic Area

United State!
International

Total

Three Months Ended March 31,

2007 2006
Moody’s Moody’'s

Investors  Moody’s Investors  Moody’s
Service KMV Consolidatec Service KMV Consolidatec
$547.« $ 35€ $ 583.( $407.¢ $ 322 $ 440:
239.7 28.2 268.( 167.€ 24.¢ 192t
6.7 3.€ 10.3 5.3 4.1 9.4
301.( 3.7 304.7 235.( 3.3 238.¢
3.9) 3.4
301.¢ 241.7
126.( 95.t
$ 175« $ 146.

Three Months Ended
March 31,
2007 2006

$ 251F $ 174/

114.¢ 81.¢
76.71 65.¢
29.£ 25.€
472.4 347.%
75.C 60.2

$ 547« $ 407.¢

Three Months Ended
March 31,
2007 2006

$ 378. $ 278.¢
204. 161.2

$ 583.C $ 440.C

Revenue in Europe was $145.7 million and $107.%oniin the first quarters of 2007 and 2006, resipety.
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Total Assets by Segment

March 31, 2007 December 31, 2006
Moody’s Moody’s
Investors ~ Moody’s Investors ~ Moody’s
Service KMV Consolidatec Service KMV Consolidatec
Total assets by segme $1,237.c $232t $ 1,469.¢ $1,255.8 $241.¢ $ 1,497.

13. RECENTLY ISSUED ACCOUNTING STANDARDS

In September 2006, the FASB issued SFAS No. 150y Walue Measurements” (“SFAS No. 157"), whichaddishes a single
authoritative definition of fair value whereby faialue is based on an exit price that would refsoih market participant®ehavior, as well ¢
sets out a framewaork for measuring fair value atliires additional disclosures about fair-value snemments. SFAS No. 157 is expected to
increase the consistency of fair value measurenagmtsapplies only to those measurements that sradyl required or permitted by other
accounting standards except for measurements oé-bhaed payments and measurements that are similasttoot intended to be, fair vall
SFAS No. 157 imposes no requirements for additifaialvalue measures in financial statements amdfective for fair-value measures
already required or permitted by other standardé§ifiancial statements issued for fiscal years tigig after November 15, 2007 and will be
adopted by the Company as of January 1, 2008. Binep@&ny is currently assessing the impacts thaadoption of this standard will have on
its consolidated financial position and result®pérations.

In February 2007, the FASB issued SFAS No. 159¢"FFhir Value Option for Financial Assets and Finandabilities—including an
amendment of FASB Statement No. 115" (“SFAS No."L59FAS No. 159 expands the use of fair value antiag but does not affect
existing standards which require assets or liadidlito be carried at fair value. Under SFAS No., E6@ompany may elect to measure many
financial instruments and certain other items &tfalue on an instrument by instrument basis whinges in fair value recognized in
earnings each reporting period. Items eligibleféir-value election include recognized financiadets and liabilities such as equity-method
investments and investments in equity securitiasdb not have readily determinable fair valuesttar loan commitments, and certain
warranties and insurance contracts where a waliraniasurer is permitted to pay a third party toypde the warranty goods or services. If
the use of fair value is elected, the election nbesapplied to individual instruments with certegstrictions, is irrevocable and must be
applied to an entire instrument. Any upfront casid fees related to the item elected for fair vahust be recognized in earnings and cannot
be deferred. At the adoption date, unrealized gamslosses on existing items for which fair vatas been elected are reported as a
cumulative adjustment to beginning retained eamsiSgbsequent to the adoption of SFAS No. 159,gdmim fair value will be recognized
earnings. SFAS No. 159 is effective for fiscal yeleginning after November 15, 2007 and will bepaeild by the Company as of January 1,
2008. The Company currently is determining wheth@rvalue accounting is appropriate for any ofeligible items and cannot estimate the
impact, if any, that the adoption of this standaiifl have on its consolidated financial positiordaresults of operations.

14. SUBSEQUENT EVENTS

On April 24, 2007, the Board of Directors of thenQuany approved the declaration of a quarterly @nalof $0.08 per share of
Moody’s common stock, payable on June 10, 200haoeholders of record at the close of business ay 20, 2007.

In April 2007, after receipt of all necessary apfais relating to the execution of the expansiouieaof the Facility, borrowing capac
was increased to $500 million. As of May 2, 200i& €ompany had outstanding borrowings under théityaaf $360 million, as further
discussed in Note 9 to the condensed consolidataddial statements.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

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

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containssaond-Looking Statements.
See “Forward-Looking Statements” commencing on Z&yfor 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, andicteaining services, and (ii) quantitative credtk assessment products and services and
credit processing software for banks, corporatems 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 reseaméitrmation, research and economic commentaryudhieg in-depth research on major debt
issuers, industry studies, special comments arditapinion handbooks.

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

Critical Accounting Estimates

Moody’s discussion and analysis of its financiatdition and results of operations are based oiCtrapany’s condensed consolidated
financial statements, which have been prepareddardance with accounting principles generally ptee in the United States. The
preparation of these financial statements 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 eveduisd estimates, including those related to regeaoognition, accounts receivable
allowances, contingencies, goodwill and intangéssets, pension and other post-retirement bengifitsk-based compensation, and income
taxes. Actual results may differ from these estematnder different assumptions or conditions. I[feflanagemens Discussion and Analys
of Financial Condition and Results of Operationghie Company’s annual report on Form 10-K forytear ended December 31, 2006,
includes descriptions of some of the judgments Maddy’s makes in applying its accounting estimatethese areas. Since the date of the
annual report on Form 10-K, there have been na atiagerial changes to the Company’s critical actiogrestimates except that the
Company has begun to consider income taxes ai@ktaccounting estimate as a result of the adopti FASB Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes—an hpeetation of FASB Statement No. 109” (“FIN No. 48Further information is provide
on income taxes.

Income Taxes

The Company is subject to income taxes in the drismtes and various foreign jurisdictions. The @any’s tax assets and liabilities
are affected by the amounts charged for serviceiged and expenses incurred as well as other tateraauch as intesempany transactior
The Company accounts for income taxes under thditiamethod in accordance with SFAS No. 109, “Aaating for Income Taxes”.
Therefore, income tax expense is based on repitedhe before income taxes, and deferred incomesteeflect the effect of temporary
differences between the amounts of assets anditlebthat are recognized for financial reportpgrposes and the amounts that are
recognized for income tax purposes.

Moody'’s is subject to tax audits in various jurigthns which involve legacy and other tax matt&irsee Company regularly assesses the
likely outcomes of audits in order to determine dippropriateness of its tax reserves. On Janu&@Q7,, upon the adoption of FIN No. 48,
the Company adopted the accounting policy to diagsierest related to income taxes as a compoofeinterest expense in the Company’s
consolidated financial statements and to classi§peiated
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penalties, if any, as part of other non-operatixgeases. Prior to the adoption of FIN No. 48, tlenpany had classified interest related to
income taxes and associated penalties as comparfantome tax expense. In accordance with FIN 48 .prior period financial statements
have not been reclassified for this change.

FIN No. 48 requires a company to first determinesthier it is more-likely-than-not (defined as alikeod of more than fifty percent)
that a tax position will be sustained based oteitbinical merits as of the reporting date, assunfiagtaxing authorities 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 thgtésater than fifty percent likely to be realizgubn ultimate settlement with a taxing
authority. Upon the initial adoption of FIN No. 48e Company recorded a reduction of its Janua®pQ7 retained earnings of $43.3 million,
which is comprised of $32.9 million of tax and aged interest of $17.3 million ($10.4 million nettak). As the determination of FIN No. 48
liabilities and associated interest and penalégsiires significant estimates to be made by thef2my, there can be no assurance that the
Company will accurately predict the outcomes osthaudits, and thus, the eventual outcomes could danaterial impact on the Company’s
net income or financial condition.

Operating Segments

Moody'’s Investors Service consists of four ratimgups—structured finance, corporate finance, fir@nostitutions and sovereign risk,
and public finance—that generate revenue pringidedim the assignment of (i) credit ratings on &suand issues of fixed-income
obligations in the debt markets, and (ii) reseawdhich primarily generates revenue from the salmedéstor-oriented credit information, and
research, principally produced by the rating gro@psl economic commentary. Given the dominance afdyl’s Investors Service to
Moody’s overall results, the Company does not sgpir measure or report corporate expenses, naualeexpenses allocated between the
Company’s business segments. Accordingly, all c@fgoexpenses are included in operating incombeeoMoody’s Investors Service
segment and none have been allocated to the Mo#&d\s segment.

The Moody’s KMV business develops and distributeardgitative credit risk assessment products andcgsr and credit processing
software for banks, corporations and investorgéadlit-sensitive assets.

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

Results of Operations
Three Months Ended March 31, 2007 Compared With €erMonths Ended March 31, 2006
Total Company Results

Moody’s revenue for the first quarter of 2007 wa8%.0 million, an increase of $142.8 million or8% from $440.2 million for the
first quarter of 2006. The ratings groups benefitech favorable issuance conditions, particulangliobal structured finance and corporate
finance, which were the main contributors to th&@3bincrease in ratings revenue, while researchViilV revenue grew 24.6% and
10.2%, respectively.

Revenue in the United States was $378.6 milliortHerfirst quarter of 2007, an increase of $99.Mamior 35.7% from $278.9 million
in 2006. Approximately 82% of the U.S. growth waiven by structured finance and corporate finafe&search, financial institutions, puk
finance and MKMV contributed to year-over-year gthws well.

Moody's international revenue was $204.4 milliorthe first quarter of 2007, an increase of $43.lianior 26.7% from $161.3 million
in the first quarter of 2006. International ratimgsenue grew $34.7 million versus the prior yeath approximately 65% of the growth
related to structured finance. All internationakl of business, except for MKMV, grew at doublgidiates generally due to strong debt
securities issuance, especially in Europe. Foreigrency translation accounted for approximatel§ &tllion of international revenue
growth.

Operating, selling, general and administrative esps were $268.0 million in the first quarter 0020an increase of $75.5 million or
39.2% from $192.5 million in the first quarter di@6. The largest contributor to this increase wasvth in compensation and benefits
expense of approximately $55 million, reflectingasp and bonus increases coupled with higher sigffévels in the second half of 2006 and
the first quarter of 2007. Moody’s average staffienel was approximately 16% higher than duringghme prior year period. The increases
include hiring to support business growth primaiilthe U.S. and European ratings businesses ancbtiporate compliance and technology
support functions. Stock-based compensation expanseased $7.3 million year-over-year primarilyedao the higher Blackcholes value ¢
the 2007 equity grants. Additionally, the increasexpenses was due to higher rent and occuparsty obapproximately $11 million
primarily related to the Company’s planned relamatio its new corporate headquarters at 7 World& @enter. Furthermore, outside service
fees increased approximately $6 million primarilledo information technology investment spendir@elgn currency translation accounted
for approximately $5 million of the year-to-yeampexse growth.
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First quarter operating income of $304.7 milliose®66.4 million or 27.9% from $238.3 million iretkame period of 2006. Foreign
currency translation increased operating incomevtirdy approximately $5 million. Moody’s operatintargin for the first quarter of 2007
was 52.3% compared to 54.1% a year earlier.

Moody’s reported ($3.3) million of interest and etthon-operating (expense) income, net for thé diusirter of 2007 compared with
$3.4 million for the same period of 2006. Interegbense was $7.5 million and $3.8 million for theee months ended March 31, 2007 and
2006, respectively, with the increase principadiiated to interest accrued on tax reserves in daoge with the adoption of FIN No. 48.
Interest income was $5.4 million in the first qeardf 2007 compared to $6.3 million in the firsagier of 2006. The decrease was attributed
to the liquidation of investment portfolios to fimae share repurchases. Foreign exchange gainsmiaerial in the first quarter of 2007
compared to $0.8 million in the first quarter o080

Moody'’s effective tax rate was 41.8% in the firgtagter of 2007 compared to 39.5% in the first qeranf 2006. The 2007 effective tax
rate is higher relative to last year as a resuétpgfroximately $4 million of favorable state taxdawsettlements in 2006 and a $0.9 million
benefit related to legacy income tax matters in2(Eee Contingencies—Legacy Tax Matters, belowg 2007 effective tax rate included
approximately $2.3 million of expense related tbl No. 48.

Net income was $175.4 million for the first quad¢i2007, an increase of $29.2 million or 20.0%fr$146.2 million for the first
quarter of 2006. Basic and diluted earnings peresfa the first quarter of 2007 were $0.63 and&0respectively, compared to basic and
diluted earnings per share of $0.50 and $0.49 ey, for the first quarter of 2006.

Segment Results
Moody's Investors Service

Revenue at Moody’s Investors Service for the figgarter of 2007 was $547.4 million, up $139.5 roiilior 34.2% from $407.9 million
in the first quarter of 2006. Ratings revenue aoted for $124.7 million of the increase, with grovidrgely from global structured finance
and corporate finance. Foreign currency translamgounted for approximately $10 million of intetinaal revenue growth.

Structured finance revenue was $251.5 million fier first quarter of 2007, an increase of $77.1iamlbr 44.2% from $174.4 million in
the same period of 2006. Global credit derivatiagmgs were the primary driver of structured fioamevenue, increasing $51.9 million, or
104.8%, while the global residential mortgage-bdckecurities (‘RMBS”), coupled with the commeraiabrtgage-backed securities
(“CMBS"), contributed $20.8 million or 27.0% to aadl growth. Approximately $55 million of the inaee was in the U.S., of which 75.1%
was attributable to strong issuance in the cregtitvdtives sector. International structured finareeenue grew $22.4 million year-over-year,
with revenue growth in the derivatives, RMBS and B3/accounting for approximately 87% of the increase

Revenue for the corporate finance group was $1tI®n for the first quarter of 2007, up $33.0 hah or 40.3% from $81.8 million i
the first quarter of 2006. U.S. corporate finaneeenue increased by 51.8% primarily due to bank taéings, which increased $16.6 million
or 138.8%, driven by robust issuance from leverageguts and merger and acquisition as well ashigh-yield spreads. International
corporate finance revenue increased $5.6 millioabmut 19.4% largely due to non-issuance relateehtge. Favorable foreign currency
translation and price increases also contributge&r-over-year growth in global corporate finareeenue.

Financial institutions and sovereign risk revenwes \$76.7 million for the first quarter of 2007,iaorease of $10.8 million or 16.4%
higher than $65.9 million in the first quarter @f0b. Internationally, financial institutions revenimcreased by $6.7 million or 19.0%,
compared to the same prior year period with bankmpunting for most of the increase. In the UiBancial institutions revenue grew by
$4.1 million, reflecting high levels of debt isseann the insurance sector as well as refinanamshare buyback funding. Price increases
also contributed to the revenue growth.

Public finance revenue was $29.4 million for thstfguarter of 2007, an increase of $3.8 milliori4:8% from $25.6 million for the
same period in 2006. Revenue growth was fuelechim@ease in dollar issuance in the long-term ipai bond market. Increased
refunding activity, which surged 94.0%, was drilsnlow long-term interest rates and the flattenigdtlycurve. New money issuance
increased over the same period as well.

Research revenue was $75.0 million for the firgtropr of 2007, an increase of $14.8 million or 24 Bigher than revenue of $60.2
million from the same period of 2006. In total,easch revenue grew by $7.5 million in the U.S. 8@ million internationally, with Europe
accounting for approximately 77% of the internadéibgrowth. The major components of this growthrasearch related to credit ratings,
content licensing and data and analytics.
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Moody’s Investors Service operating, selling, generalainistrative expenses, including corporate esesnwere $239.7 million fi
the first quarter of 2007, an increase of $72.1ionilor 43.0% from $167.6 million in the first quer of 2006. Compensation and benefits
expense accounted for approximately $49 milliothefexpense growth, reflecting salary and bonusases coupled with higher staffing
levels in the second half of 2006 and the firstrtpraof 2007. Moody'’s Investors Service averag#iatalevel was approximately 17% higher
than during the same prior year period. The in@easclude hiring to support business growth pritpam the U.S. and European ratings
businesses and the corporate compliance and texhnslipport functions. Stock-based compensatiopreseincreased $6.8 million year-
over-year primarily due to the higher Black-Schotakie of the 2007 equity grants. Additionally, therease in expenses was due to higher
rent and occupancy costs of approximately $11 anilprimarily related to the Compamsyplanned relocation to its new corporate headgrs
at 7 World Trade Center. Furthermore, outside serfges increased approximately $6 million prinyadilie to information technology
investment spending. Foreign currency translatmoanted for approximately $5 million of the yearyear expense growth.

Moody’s Investors Service operating income of $80tillion for the first quarter of 2007 was up $&nillion or 28.1% from $235.0
million in the first quarter of 2006. Foreign cumny translation increased operating income growthgproximately $5 million.

Moody's KMV

Moody’s KMV revenue of $35.6 million for the firguarter of 2007 was $3.3 million or 10.2% more ttresame period in 2006.
Growth in subscriptions revenue related to cradik assessment products grew 12.9% or $3.0 mithiaimly due to an increase in public and
private firm expected default frequency producerae. MKMV’s international revenue was approximath% of its total 2007 first quarter
revenue.

MKMV'’s operating, selling, general and administvatiexpenses were $28.3 million for the first quanfe2007, an increase of $3.4
million or 13.7% from $24.9 million in the first quter of 2006. Compensation and benefits expertsedsed approximately $6 million
primarily reflecting compensation increases couplétti increased staffing as well as an approxing&enillion reduction of certain employ
obligations reflected in 2006. Additionally, a $Ifillion charge was recorded in connection withba4mcome tax matter in the first quarter
of 2006. MKMV operating income was $3.7 million fiwe first quarter of 2007 compared with $3.3 moillin the first quarter of 2006.
Foreign currency translation did not have a sigaifit year-to-year impact on MKMV results.

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operatiazapital expenditures and share repurchases threagfhflow from operations and
from financing activities. Net cash provided by migng activities was $185.3 million and $140.1lioi for the three months ended
March 31, 2007 and 2006, respectively. The Comemmyowed $80 million during the quarter ended Ma3th2007.

Moody’s net cash provided by operating activitie2007 increased by $45.2 million compared with&@@rowth in net income
contributed $29.2 million to cash provided by opi@gactivities. The increase in stock-based corspgon expense positively impacted cash
flow from operations by approximately $7 millioncéounts receivable only grew 5% in the first quaofe2007 while revenue increased by
32%. However, this did not keep pace with the finsarter of 2006 where accounts receivable grovath flat while revenue grew almost
13%. This resulted in accounts receivable decrgabim first quarter of 2007 cash flow from openasidoy approximately $23 million
compared to 2006. The impact on cash flows of extasbenefits from stock-based compensation glanseased to $29.7 million from
$61.5 million due to fewer stock options exercise007 compared with 2006. The $19.2 million retucin cash flows from changes in
other current assets is primarily due to the reaagfippproximately $16 million from New D&B related issuer-based tax deductions in 2006.
Furthermore, the $34.0 million change in cash flassociated with other assets is primarily duegayament made in the first quarter of 2
of approximately $40 million to the IRS relatingAonortization Expense Deductions, as discussedoite MO to the condensed consolidated
financial statements. Operating cash flow was neglgtimpacted by $41.7 million due to changesdnaunts payable and accrued liabilities.
This is primarily due to a decrease in accruednmedaxes of approximately $75 million offset byiacrease in accounts payable of
approximately $25 million.

The following changes in other current assets,raiksets and other liabilities are significant wash transactions that occurred during
the quarter which do not impact earnings and ateailected within the changes in assets and li&slin the condensed consolidated
statements of cash flows:

* Anincrease to other liabilities of approximateBO$million and other assets of approximately $1lioni relating to the adoption
of FIN No. 48

* Anincrease of approximately $32 million in otheirrent assets and other liabilities, for a tendlotneance associated with the
move of the Compar's corporate headquarters to 7 World Trade Cc

* Anincrease of approximately $16 million in othesats and other liabilities associated with a changhe tax accounting method
for deferred revenu

Net cash provided by (used in) investing activitiess $28.4 million and ($22.4) million for the termonths ended March 31, 2007 and
2006, respectively. Net sales and maturities (itaeats) in short-term investments was $64.9 million
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and ($13.7) million for the three months ended M&Bt, 2007 and 2006, respectively. This increaseati@ibutable to the liquidation of
short-term investment portfolios to finance shagurchases. Capital expenditures, primarily fosééald improvements and internal use
software, totaled $33.1 million and $6.7 millionthre three months ended March 31, 2007 and 208pectively. This increase relates
primarily to the build-out of the Company’s new porate headquarters at 7 World Trade Center.

Net cash used in financing activities was $334.llianiand $109.6 million for the three months endiégich 31, 2007 and 2006,
respectively. The Company borrowed $80 million uritkerevolving credit facility in the first quartef 2007 to support share repurchases,
build-out the new corporate headquarters at 7 Wbrddle Center and other operational activities n8jpg) for share repurchases totaled
$442.6 million in the first quarter of 2007 vers201.8 million in the first quarter of 2006. Diviulds paid were $22.3 million and $20.4
million in the three months ended March 31, 200d 2006, respectively. The increase in dividendects a quarterly dividend paid of $0.08
per share in the first quarter of 2007 versus atgtlg dividend of $0.07 per share in the first qaaof 2006. These amounts were offset in
part by proceeds from employee stock-based compengaans of $21.5 million in the first quarter 2007 and $51.1 million in the first
quarter of 2006. Excess tax benefits from stocledammpensation plans were $29.7 million and $61llfon for the three months ended
March 31, 2007 and 2006, respectively. The decseiasgroceeds from stock plans and the excessaiagfits relating to stock-based
compensation plans is due primarily to a decreasgock option exercise activity in the first qeardf 2007 versus the first quarter of 2006.

Future Cash Requirements

The Company believes that it has the financialueses needed to meet its cash requirements forakietwelve months and expects to
have positive operating cash flow for fiscal ye@®2. Cash requirements for periods beyond the mastve months will depend, among other
things, on the Company’s profitability and its &lgito manage working capital requirements.

The Company plans to incur approximately $105 omllof costs to fit out its new corporate headquaré 7 World Trade Center over
the next year.

The Company currently intends to use a portiorisofash flow to pay dividends. On April 24, 200% Board of Directors of the
Company approved the declaration of a quarterliddivd of $0.08 per share of Moody’s common stoelyable on June 10, 2007 to
shareholders of record at the close of busineddayn20, 2007. The continued payment of dividendsiatrate, or at all, is subject to the
discretion of the Board of Directors.

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 programe ithird quarter of 2005 through an SEC RulesiDiprogram. Moody’s may also
purchase opportunistically when conditions warr@rt.June 5, 2006, the Board of Directors author&&@ billion share repurchase program.
There is no established expiration date for thif@nzation. During August 2006, the Company hachpleted its previous $1 billion share
repurchase program. The Company’s intent is tametapital to shareholders in a way that serves kbreg-term interests. As a result,
Moody'’s share repurchase activity will continuevéoy from quarter to quarter. The Company may herfrom the credit facility or
elsewhere to fund share repurchases. At March@17,2Moody’s had $1.3 billion of share repurchastharity remaining under the current
$2 billion program.

The Company entered into an operating lease agradthe “Lease”) commencing on October 20, 200& witVorld Trade Center,
LLC for 589,945 square-feet of an office buildirngated at 7 World Trade Center at 250 GreenwiobeGtNew York, New York, which will
serve as Moody’s new headquarters. The Lease hagiahterm of approximately 21 years with a fat&20 years of renewal options. The
total base rent of the lease over its initial 2anterm is approximately $536 million including temedits from the World Trade Center Rent
Reduction Program promulgated by the Empire Staecldpment Corporation. On March 28, 2007, thedeageement was amended for the
Company to lease an additional 78,568 square-feeiNorld Trade Center. The additional base reapjgroximately $106 million over a 20-
year term

In the first quarter of 2007, the Company borro86 million under its Facility as described in thdebtedness section below to
support share repurchases, the build-out of Moodgig corporate headquarters at 7 World Trade Canigtiother operational activities. In
April 2007, after receipt of all necessary apprevelating to the execution of the expansion featirthe Facility, borrowing capacity was
increased to $500 million.

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 outlaystotp New D&B its share of potential
liabilities related to the legacy tax and legaltomgencies that are discussed in this Managem®&igsussion and Analysis of Financial
Condition and Results of Operations under “Contiruies”.
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These potential cash outlays could be materianaigtit affect liquidity requirements, and they coualtlise the Company to pursue
additional financing. There can be no assuranddfitiencing to meet cash requirements will be ald#é in amounts or on terms acceptabl
the Company, if at all.

Indebtednes:

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold theopghkate placement
transaction, $300 million aggregate principal 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 tssegfinance $300 million aggregate
principal amount of the Company’s outstanding 7.638&fior Notes which matured on September 30, 2005e event that Moody'’s pays all
or part of the Notes in advance of their 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 facftite “Facility”) in an aggregate
principal amount of $160 million that expires inpBEmber 2009. Interest on borrowings under thelifats payable at rates that are based on
the London InterBank Offered Rate plus a premiuat t&an range from 17 basis points to 47.5 basistgdiepending on the Company’s ratio
of total indebtedness to earnings before intetasgs, depreciation and amortization, as defindderrelated agreement. At March 31, 2007,
such premium was 17 basis points. The Companypage quarterly facility fees, regardless of bormgvactivity under the Facility. The
quarterly fees can range from 8 basis points ofality amount to 15 basis points, dependingren@ompany’s Earnings Coverage Ratio
(as defined in the Facility), and were 8 basis @t March 31, 2007. Under the Facility, the Comypalso pays a utilization fee of 12.5 basis
points on borrowings outstanding when the aggregateunt outstanding under the Facility exceeds 60#e Facility. In October 2006,
Moody’s amended its Facility by increasing the tion sale proceeds resulting from a sale-leasefrankaction of its corporate headquarters
building at 99 Church Street from $150 million 58 million. Additionally, the restriction on lierte secure indebtedness related to the sale
of 99 Church Street was also increased from $1%5@®mto $250 million. The Company also increaskd é€xpansion feature of the credit
facility from $80 million to $340 million, subje¢bd obtaining commitments for the incremental cafya&i the time of draw down from the
existing lenders. In April 2007, after receipt dfreecessary approvals relating to the executiothefexpansion feature, borrowing capacity
under the Facility was increased to $500 millios.d& May 2, 2007, the Company had $360 million @frbwings outstanding under the
Facility.

Management may consider pursuing additional lomgr-tinancing when it is appropriate in light of bagquirements for operations,
share repurchase and other strategic opportunitieish would result in higher financing costs.

The Notes and the Facility (the “Agreements”) cantavenants that, among other things, restricatbiity of the Company and certain
of its subsidiaries, without the approval of theders, to engage in mergers, consolidations, aates, transactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an Inte@Gesterage Ratio, as defined in the agreement, lese 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 March 31, 2007, the Company was in d@anpe with such covenants. Upon the occurrenageghin financial or economic
events, significant corporate events or certaiotlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and flegable thereunder) may be declared immediatedyashal payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmwould automatically result in
amounts outstanding becoming immediately due agdtpga and all commitments being terminated.

Off-Balance Sheet Arrangements

At March 31, 2007, Moody'’s did not have any relaships with unconsolidated entities or financiatiparships, such as entities often
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamhich would have been established for the
purpose of facilitating off-balance sheet arrangatmer other contractually narrow or limited pureesAs such, Moody'’s is not exposed to
any financing, liquidity, market or credit risk theould arise if it had engaged in such relatiopshi
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Contractual Obligations and Other Matters
The following table presents payments due undeCirapany’s contractual obligations as of MarchZ1)7:

Payments Due by Period

Less Than:
(in millions) Total Year 1-3 Years 3-5 Years Over 5 Years
Operating lease obligations ( $ 774C $ 474 $ 95z $ /8¢ $ 552F
Notes payable (Z 427.( 14.¢ 29.¢ 29.€ 352.c
Purchase obligations (: 75.¢ 68.¢ 55 14 —
Borrowings under revolving credit facility (- 90.¢ 4.€ 86.2 — —
Capital lease obligatior 5.8 1.6 2.8 1.C —
Total (5) $1,373F $ 1375 $219.f $1112 $  904.k

(1) Includes the operating lease agreement, whoalmeenced on October 20, 2006, between the Compahy &/orld Trade Center, LLC
for 589,945 square-feet located at 7 World Tradet€eat 250 Greenwich Street, New York, New Yorkjah will serve as Moody’s
new corporate headquarters in mid-to late-2007March 28, 2007 the lease agreement was amenddéuef@ompany to lease an
additional 78,568 sque-feet at 7 World Trade Center. S*Future Cash Requireme” for further information

(2) Includes $127.0 million of interest that will acerand be due from April 1, 2007 through SeptemBe2815, when the notes matu

(3) Purchase obligations include approximately B6iion related to the build-out of Moody’new corporate headquarters at 7 World T
Center. Purchase obligations also include contfactgrofessional services, data processing sesytedecommunication services and
data bac-up facilities.

(4) Includes $0.2 million of accrued interest adafrch 31, 2007 and $10.7 million of interest thét accrue and be due from April 1,
2007 through September 1, 2009, when the Facitpyres. As of May 2, 2007, the Company had $360aonilof borrowings
outstanding under the Facility. S*Indebtednes” for further information

(5) The table above does not include the Compdoyg-term tax reserves of $97.5 million, since épected cash outflow of such
amounts by period cannot be reasonably estim

Dividends

On April 24, 2007, the Board of Directors of thenQuany approved the declaration of a quarterly @indlof $0.08 per share of
Moody’s common stock, payable on June 10, 200haoeholders of record at the close of business ay 20, 2007.

Outlook

Moody’s outlook for 2007 is based on assumptiorsuaimany macroeconomic and capital market factoctuding interest rates,
corporate profitability and business investmenmnsiigg, merger and acquisition activity, consumeargling, residential mortgage borrowing
and refinancing activity and securitization levdlhere is an important degree of uncertainty sumding these assumptions and, if actual
conditions differ from these assumptions, Moodgsults for the year may differ from the currentook.

For Moody'’s overall, the Company projects low-tepascent revenue growth for the full year 2007 sTgrowth assumes foreign
currency translation in 2007 at current exchanggsravioody’s continues to expect the full-year afiag margin, excluding the ortene gair
on the sale of Moodg' 99 Church Street building from 2006 results,golide by approximately 150 basis points in 200mpared with 200¢
This reflects investments to sustain business dranaluding: international expansion, improving btiaal processes, pursuing ratings
transparency and compliance initiatives, introdgaiew products, improving technology infrastructanel relocating Moody’s headquarters
in New York City. The Company expects the quartespggnding pattern to differ from previous yearsichitould result in quarterly operati
margins that differ materially from full-year expetons. Diluted earnings per share in 2007 ar@gepted to be modestly lower compared to
2006. However, excluding the one-time gain on thiéding sale from 2006 results, the Company cormio project low-doubldigit percen
growth in 2007 diluted earnings per share.

In the U.S., Moody’s still projects low-double-digiercent revenue growth for the Moody’s Invest®esvice ratings and research
business for the full year 2007. In the U.S. sticed finance business, the Company now expects
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revenue for the year to rise in the high-singldtgigrcent range, including solid double-digit ye&er-year percent growth in revenue from
credit derivatives and commercial mortgage-bacleadisties ratings, partially offset by a decline@venue from residential mortgageekec
securities ratings, including home equity secuattan, in the low-teens percent range, which iseatgr decline than the mid-single digit
percent decline originally forecast.

In the U.S. corporate finance business, Moody’s eapects revenue growth in the mid-twenties percamge for the year, up from the
previous expectation of low double-digit percerawgth, largely due to a higher volume of leverageds$actions than previously anticipated.

In the U.S. financial institutions sector, the C@myp continues to expect revenue to grow in the ieans percent range. For the U.S.
public finance sector, Moody'’s continues to foréeagenue for 2007 to grow modestly despite bgt&eformance in the first quarter, due to a
softening of issuance in certain sectors, includiaglthcare, higher education and infrastructune Tompany continues to expect growth in
the U.S. research business to be about twenty perce

Outside the U.S. Moody'’s still expects ratings raeto grow in the high-teens percent range wigihfeens percent growth across all
major business lines, led by corporate financemegegyrowth in Europe and Asia, financial instita8gyrowth in Europe, and growth in
international structured finance. The Company atse projects growth in the low twenties percengefor international research revenue.

For Moody’s KMV globally, the Company continuesebpect growth in sales and revenue from creditaggessment subscription
products, credit decision processing software,moéessional services. This should result in lovdale-digit percent growth in revenue with
greater growth in profitability.

Recently Issued Accounting Standards

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS No. 157”), whichaddishes a single
authoritative definition of fair value whereby faalue is based on an exit price that would refsoih market participant®ehavior, as well ¢
sets out a framework for measuring fair value agliires additional disclosures about fair-value snemments. SFAS No. 157 is expected to
increase the consistency of fair value measurenzemsapplies only to those measurements that svadyl required or permitted by other
accounting standards except for measurements oé-bhaed payments and measurements that are similasttoot intended to be, fair vall
SFAS No. 157 imposes no requirements for additifaialvalue measures in financial statements amdféctive for fair-value measures
already required or permitted by other standard$ifi@ancial statements issued for fiscal years teigig after November 15, 2007 and will be
adopted by the Company as of January 1, 2008. Dingp@ny is currently assessing the impacts thaadioption of this standard will have on
its consolidated financial position and result®pérations.

In February 2007, the FASB issued SFAS No. 159¢"“Fhir Value Option for Financial Assets and Finandabilities—including an
amendment of FASB Statement No. 115" (“SFAS No."L58FAS No. 159 expands the use of fair value anting but does not affect
existing standards which require assets or liadidlito be carried at fair value. Under SFAS No., E6@ompany may elect to measure many
financial instruments and certain other items gitvalue on an instrument by instrument basis whhnges in fair value recognized in
earnings each reporting period. ltems eligibleféir-value election include recognized financiadets and liabilities such as equity-method
investments and investments in equity securitiasdb not have readily determinable fair valuesttem loan commitments, and certain
warranties and insurance contracts where a waliraniasurer is permitted to pay a third party toypde the warranty goods or services. If
the use of fair value is elected, the election nhesapplied to individual instruments with certegstrictions, is irrevocable and must be
applied to an entire instrument. Any upfront casid fees related to the item elected for fair vahusst be recognized in earnings and cannot
be deferred. At the adoption date, unrealized gamslosses on existing items for which fair vatas been elected are reported as a
cumulative adjustment to beginning retained easiggbsequent to the adoption of SFAS No. 159,g#mim fair value will be recognized
earnings. SFAS No. 159 is effective for fiscal weleginning after November 15, 2007 and will bepaeld by the Company as of January 1,
2008. The Company currently is determining wheth@rvalue accounting is appropriate for any ofeligible items and cannot estimate the
impact, if any, that the adoption of this standaiiflhave on its consolidated financial conditiomdaresults of operations.

Contingencies

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitisand contingencies in connection with thessters based upon the latest
information available. Moody’s discloses materiahding legal proceedings, other than routine litcqaincidental to Moody'’s business,
material proceedings known to be contemplated by
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governmental authorities and other pending mattesit may determine to be appropriate. For throa#ters where it is both probable that a
liability has been incurred and the amount of loes be reasonably estimated, the Company has eztbatbilities in the consolidated
financial statements and periodically adjusts tteessappropriate. In other instances, because @frtaiaties related to the probable outcome
and/or the amount or range of loss, managementrimiegcord a liability but discloses the contingeif significant. As additional
information becomes available, the Company adjts&ssessments and estimates of such liabiliGesrdingly.

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, claimslaiggtion 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 lial@Btassumed in connection with the 2000 Distribufidrese contingencies are referred
to by Moody’s as “Legacy Contingencies”. The prpadiLegacy Contingencies presently outstandingedtatax matters.

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

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

Legacy Tax Matter:

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

Pursuant to a series of agreements, as betweeis¢hars, IMS Health and NMR are jointly and sevgrkdible to pay one-half, and
New D&B and Mood’s are jointly and severally liable to pay the othelf, of any payments for taxes, penalties andusttinterest resultin
from unfavorable IRS rulings on certain tax mat@sgescribed in such agreements (excluding theendgscribed below as “Amortization
Expense Deductions” for which New D&B and Moodyis aolely responsible) and certain other potetdialiabilities, also as described in
such agreements.

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 be financially resptenfor any potential liabilities that may arigethe extent such potential liabilities are
directly attributable to their respective busineperations.

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

Royalty Expense Deductio

This matter related to the IRS’s stated intentmdisallow certain royalty expense deductions ctadrby Old D&B on its tax returns for
the years 1993 through 1996 as well as the IR$iion to reallocate to Old D&B income and expeitesms that had been reported in a
certain partnership tax return for 1996. These ensittvere settled with the IRS in a closing agredraracuted in the third quarter of 2005
accordingly, the Company reduced its reserve figrrtfatter by $11.5 million. As of March 31, 200&serves of approximately $2 million
remained. However, IMS Health and NMR disagreedh Wiew D&B'’s calculation of each party’s share o thability. New D&B may
commence arbitration proceedings against IMS HealthNMR to collect the $7.3 million that New D&BdMoody’s each were obligated
to pay to the IRS on their behalf. Based upon tireenit understanding of the positions that New D&l IMS Health may take, the
Company believes it is likely that New D&B will prail, but Moody’s cannot predict the outcome widttainty.

In the second quarter of 2006, Moody'’s paid apprately $9 million for the state income tax liahjiltonnected with the terms of the
October 2005 settlement with the IRS and reverssedrves of $1.5 million.
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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 002, New D&B filed a protest with the IRS
Appeals Office concerning the IRS’s denial of the tefunds. In the third quarter of 2006, the IR%Aals Office rejected New D&B'’s
protest. New D&B is determining whether to filetsforr the refund. Moody’s share is estimated atrapipnately $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 retwfri@id D&B since 1997. These
deductions could continue through 2012. In the Idgxamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgmed by Old D&B on its 1997 and 1998 tax retuiitse IRS also stated its intention to
disallow certain royalty expense deductions claitng®Ild D&B on its 1997 and 1998 tax returns wigspect to the partnership transaction.
In addition, the IRS stated its intention to 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 rens for years subsequent to 1998 have resultectirsfiuance of similar Examination
Reports for the 1999 through 2002 tax years. Siriil@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 testfpmration of Moody’s from New D&B, then pursumthe terms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&Bstware. In addition, should New D&B discontinudrdiag the amortization expense
deductions on future tax returns, Moody’s would-&guired, pursuant to the terms of the 2000 Distrdm Agreement, to repay to New D&B
an amount equal to the discounted value of itsesbhthe related future tax benefits. New D&B hailthe discounted value of 50% of the
future tax benefits from this transaction in casiibody’s at the Distribution Date. Moody’s estimathat the Compang/potential exposur
at March 31, 2007 (including penalties and intenest of tax) could be up to $126 million relatitogthe disallowance of amortization expe
deductions. There could be additional potentialosxpes up to $200 million (including penalties amdrest, net of tax) at March 31, 2007,
relating to the reallocation of the partnershipoime and expense to Old D&B. Moodyalso could be obligated for future interest paytsier
its share of such liabilities.

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 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’s proposed assesstdriix against Old D&B and the proposed realiocatof 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.

Summary of Moody’s Exposure to Legacy Tax Relatettieks

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

For the three months ended March 31, 2006, the @apnpecorded a tax benefit of $0.9 million. For thee months ended March 31,
2007 and 2006, the Company recorded $1.0 milli@h%h9 million of interest expense, respectivedyated to its legacy tax matters. In
accordance with the Company’s policy adopted imeation with the implementation of FIN No. 48, theerest recorded for the three
months ended March 31, 2007 is recorded in inteérgstnse. The interest recorded for the three rsarided March 31, 2006 is recorded in
the provision for income taxes. Moody’s total regdcy tax liabilities as of March 31, 2007 were&dlllion and were recorded in other
liabilities.

It is possible that the legacy tax matters coulddselved in amounts that are greater than théditiab recorded by the Company, which
could result in additional charges that may be nmelttso 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 SEC. The SEC first applied the NRCsdesignation in 1975 to companies whose cretlitgg could be used by broker-
dealers for purposes of determining their net eapéquirements. Since that time, Congress (inoié certain mortgage-related legislation),
the SEC (including in certain of its regulationglanthe Securities Act of 1933, as amended, tharies Exchange Act of 1934, as amen
and the Investment Company Act of 1940, as ameralatipther governmental and private bodies have thseratings of NRSROs to
distinguish between, among other things, “investngeade” and “non-investment grade” securities. lds Investors Service has also
voluntarily registered with the SEC as a NRSRO urtidle Investment Advisers Act of 1940, as amen@ette SEC rules under the Credit
Rating Agency Reform Act of 2006, discussed belang, promulgated and become effective, approved NIRSRII be required to register
pursuant to the Securities Exchange Act of 1934.

Over the past several years, U.S. regulatory andy@ssional authorities have reviewed the suitgtofi continuing to use ratings in
federal securities laws and, if such use is coetiinthe potential need for altering the regulafommework under which rating agencies
operate. This review ultimately resulted in thegaa® of the Credit Rating Agency Reform Act of 2Q®&form Act”) in September 2006.
The stated objectives of the Reform Act are todiosbmpetition, transparency and accountabilitthencredit rating industry. It makes
changes to the SEC’s processes for designatimgratiencies as NRSROs, and formalizes the framethowkgh which the SEC oversees
them. However, the legislation provides that th€S3Ball not regulate the substance of credit ratorgthe procedures and methodologies by
which any NRSRO determines credit ratings. The Refact requires the SEC to issue final implementinigs by June 26, 2007. On
February 5, 2007, the SEC published for commemtrit¢posed rules, addressing registration, recomkgefinancial reporting, policies for
handling of material non-public information and ragimg conflicts of interest, and certain prohibiscagainst unfair, coercive or abusive
practices. Moody’s, as well as other interestedigmrsubmitted comments to the SEC on the propaged. Moody’s comment letters can be
found on theRegulatory Affairpage of the Company’s website, www.moodys.cdnernationally, several regulatory developmédrage
occurred:

IOSCO—In December 2004, the Technical Committee of thierhational Organization of Securities Commissigh3SCO”)
published the Code of Conduct Fundamentals for iCRatting Agencies (the “lIOSCO Code”). The IOSCCOdEds 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 usecsedit ratings can better assess rating ageebg\or and performance. Moody’s
Investors Service endorsed the IOSCO Code andni@ 3005 published its Code of Professional Conthet“Moody’s Code”) pursuant to
the IOSCO Code. Moody’s Code can be found orRbgulatory Affairpage of the Company’s website.

European Union—The European Commission (“Commission”) issued ef@aoinication on rating agencies in January 2006. The
Commission noted that recent European Union (“Bugncial services legislative measures that devamt to credit rating agencies,
combined with a self-regulatory framework for rgtiagencies based on the IOSCO Code, providedabsiframework for the oversight of
rating agencies and that no legislative actionewequired at the time. The Commission indicated ithwould monitor developments related
to rating agencies and asked the Committee of Eam$ecurities Regulators (“CESR”) to monitor miigencies’ compliance with the
IOSCO Code and report back regularly.

CESR completed a process to assess such compéindqaublished a report in January 2007. The CE®Beps focused on four
internationally active rating agencies that opeatthe European Union, including Moody'’s, and iwaa discussions with the individual
rating agencies as well as a survey of marketgpatnts. CESR concluded that the four rating agenare largely compliant with the IOSCO
Code and identified a few areas where it beliewaithg agencies could improve their processes ssadatiures and where the IOSCO Code
could be improved. CESR indicated that for its 26&3ort, it will look into these areas in partiauées well as the impact of the Reform Act
and the SEC’s implementing rules on the ratingrmss in the European Union. As a result of the CEERRart, in January 2007 the
Commission reiterated its stance that the selfledgry approach was, at present, the approprigt¢atory framework for rating agencies in
Europe.
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The Basel Committee-In June 2004, the Basel Committee on Banking Suien published a new capital adequacy framework
(“Basel II") to replace its initial 1988 frameworkinder Basel Il, ratings assigned by recognizeditrating agencies (called External Credit
Assessment Institutions, or “ECAIsEpuld be used by banks in determining credit rigkgivts for many of their institutional credit exposs.
National authorities will begin implementing thesspects of Basel Il during 2007. Recognized ECAldatbe subject to a broader range
oversight.

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 that provide the basis for a consisa@proach by EU Member States to the implementatidghe CRD’s ECAI recognition and
supervision criteria. Moody’s completed an applaaprocess pursuant to the CEBS guidelines adigust 2006, CEBS announced a
shared view among EU banking authorities that Méodiiould be recognized as an ECAI. However, ak d&mber State must formally
recognize ECAIs for use in its jurisdiction, theagnition process is ongoing.

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

Other legislation and regulation relating to creditng and research services has been considemadifne to time by local, national
and multinational bodies and is likely to be coesédl in the future. In certain countries, governte@may provide financial or other suppor
locally-based rating agencies. In addition, govexnta may from time to time establish official ratiagencies 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 legalssadf rating agencies has been addressed by d¢owdsious decisions and is likely to be
considered and addressed in legal proceedingstfneento time in the future. Management of Moodyasioot predict whether these or any
other proposals will be enacted, the outcome offnding or possible future legal proceedings, leguy or legislative actions, or the
ultimate impact of any such matters on the comipetjposition, financial position or results of opgons 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 busines@paitions that involve a number of risks and uadgsies. Such statements involve
estimates, projections, goals, forecasts, assungéind uncertainties that could cause actual eesutbutcomes to differ materially from thi
contemplated, expressed, projected, anticipatéuglied in the forward-looking statements. Thosgesthents appear at various places
throughout this quarterly report on Form 10-Q, urtithg in the sections entitled “Outlook” and “Cargéncies” under Item 2. “Management’s
Discussion and Analysis of Financial Condition &webults of Operations”, commencing on page 17isefgharterly report on Form 10-Q,
under “Legal Proceedings” in Part Il, Item 1, otRorm 10-Q, and elsewhere in the context of stategs containing the words “believe”,
“expect”, “anticipate”, “intend”, “plan”, “will", “predict”, “potential”, “continue”, “strategy”, “asge”, “target”, “forecast”, “project”,
“estimate”, “should”, “could”, “may” and similar gxessions or words and variations thereof relatnhpe Company views on future even
trends and contingencies. Stockholders and inve@st@r cautioned not to place undue reliance ore tloes/ard-looking statements. The
forward-looking statements and other informatios miade as of the date of this quarterly reportamFL0-Q, and the Company undertakes
no obligation (nor does it intend) to publicly sigmpent, update or revise such statements on a-doimgrd basis, whether as a result of
subsequent developments, changed expectationeemasge. In connection with the “safe harbor” psiens of the Private Securities
Litigation Reform Act of 1995, the Company is idé&nihg examples of factors, risks and uncertaintiest could cause actual results to differ,
perhaps materially, from those indicated by these/drdlooking statements. Those factors, risks and uaitgigs include, but are not limite
to, changes in the volume of debt and other séesiigsued in domestic and/or global capital mark&tanges in interest rates and other
volatility in the financial markets; market perdepis of the utility and integrity of independeneagy ratings; possible loss of market share
through competition; introduction of competing puots or technologies by other companies; pricireggures from competitors and/or
customers; the potential emergence of governmearissped credit rating agencies; proposed U.S.igoystate and local legislation and
regulations; regulations to be adopted to implentiemfederal legislation recently adopted to regjuégistration of Nationally Recognized
Statistical Rating Organizations; possible judiciatisions in various jurisdictions regarding thegiss of and potential liabilities of rating
agencies; the possible loss of key employees tsinvent or commercial banks or elsewhere and cetapensation cost pressures; the
outcome of any review by controlling tax authostie the Company’s global tax planning initiativés outcome of those tax and legal
contingencies that relate to Old D&B, its predeoessind their affiliated companies for which thex@any has assumed portions of the
financial responsibility; the outcome of other legetions to which the
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Company, from time to time, may be named as a ptmtyability of the Company to successfully inesggracquired businesses; a decline in
the demand for credit risk management tools bynfired institutions. These factors, risks and uraiaties as well as other risks and
uncertainties that could cause Moody’s actual tegaldiffer materially from those contemplatedpessed, projected, anticipated or implied
in the forward-looking statements are describegr@ater detail under “Risk Factors” in Part I, Itéf of the Company’s annual report on
Form 10-K, elsewhere in this Form 10Q and in offimgs made by the Company from time to time wtitle Securities and Exchange
Commission or in materials incorporated hereirher¢in. Stockholders and investors are cautionattkile occurrence of any of these fact
risks and uncertainties may cause the Companytgbisults to differ materially from those contéated, expressed, projected, anticipated
or implied in the forward-looking statements, whiaduld have a material and adverse effect on thep2oy’s business, results of operations
and financial condition. New factors may emergenfitime to time, and it is not possible for the Campto predict new factors, nor can the
Company assess the potential effect of any newrfaon it.

Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

There was no material change in the Company’s expds market risk since December 31, 2006. Faseudsion of the Company’s
exposure to market risk, refer to Iltem 7A. “Quaattite and Qualitative Disclosures about Market Riskntained in the Company’s annual
report on Form 10-K for the year ended DecembefB06.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurdés Tompany carried out an evaluation, as requiyeRute 13a-15(b) under the
Securities Exchange Act of 1934, as amended (tkeH&hge Act”), under the supervision and with thetipipation of the Company’s
management, including the Company’s Chief Execudi¥ficer and Chief Financial Officer, of the effagness of the design and operation of
the Company’s disclosure controls and procedusedetined in Rule 13a-15(e) of the Exchange Actfdabe end of the period covered by
this report (the “Evaluation Date”). Based on sawghluation, such officers have concluded thatfaseoEvaluation 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 andg@mna to provide reasonable assurance that sumimiafion is accumulated and
communicated to the Company’s management, inclutiegcompanys 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 inteordrol over financial reporting that have maa#yi affected, or are reasonably likely to
materially affect, these internal controls oveafigial reporting during the period covered by thjsort.

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 Mdyoody'’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 littgaincidental to Moody'’s business,
material proceedings known to be contemplated wegonental authorities, and other pending matteasit may determine to be
appropriate. For those matters where it is botlbaiote that a liability has been incurred and thewmof loss can be reasonably estimated,
the Company has recorded reserves in the consatidimiancial statements and periodically adjustés¢has appropriate. In other instances,
because of uncertainties related to the probalieome and/or the amount or range of loss, managedoes not record a liability but
discloses the contingency if significant. As addiil information becomes available, the Companysisijits assessments and estimates of
such liabilities accordingly.

The discussion of the legal matters under Patem 2. “Management’s Discussion and Analysis ofiRmal Condition and Results of
Operations—Contingencies”, commencing on page 2Hisfquarterly report on Form 10-Q, is incorpodaitgo this Item 1 by reference.

Based on its review of the latest information aafali¢, in the opinion of management, the ultimatbility of the Company in connecti
with pending legal and tax proceedings, claimslaiggtion will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed in Part I, Item 2. “Management’s Déston and Analysis of Financial
Condition and Results of Operations—Contingencies”.
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Item 1A. Risk Factors

There have been no material changes since Dece&hb2006 to the significant risk factors and uraiettes known to the Company
that, if they were to occur, could materially acedy affect the Company’s business, financial cowli operating results and/or cash flow.
For a discussion of the Company’s risk factorgréd Item 1A. “Risk Factors”, contained in the Gmany’s annual report on Form 10-K for
the year ended December 31, 2006.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

MOODY'S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended March 31, 2007

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

Period Shares Purchased (. Paid per Share Program Program (2)
January -31 559,19¢ $ 70.2: 557,42 $ 1,723.4 millior
February -28 844,64 $ 70.4¢ 795,12( $ 1,667.2 millior
March 1-31 5,571,24: $ 64.2¢ 5,404,48i $ 1,319.8 millior
Total 6,975,08! 6,757,03:

(1) Includes the surrender to the Company of 1shées in January; 49,521 shares in February; @8d@@2 shares in March of common
stock to satisfy tax withholding obligations in c@ttion with the vesting of restricted stock issteedmployees

(2) As of the last day of each of the months. On Juyrg986, the Board of Directors authorized a $2dsilshare repurchase program. Tt
is no established expiration date for this authaitn. During August 2006, the Company had comgléteprevious $1 billion share
repurchase program, which had been authorizedéBdtard of Directors in October 20(

During the first quarter of 2007, Moody’s repuroda$.8 million shares, excluding 0.2 million shasasrendered to satisfy tax
withholding obligations in connection with the viegt of restricted stock issued to employees, a@ggregate cost of $442.6 million and
issued 2.2 million shares of stock under employeeksbased compensation plans. Since becoming lecmdmpany in October 2000 and
through March 31, 2007, Moody’s has repurchase® Billlion shares at a total cost of $3.3 billion¢luding 40.8 million shares to offset
issuances under employee stock-based compensédits p

Item 4. Submission of Matters to a Vote of Securitydolders
The stockholders of the Company voted on four itatrthe Annual Meeting of Stockholders held on Apdi, 2007:
1. The election of two Class lll directors of the Canp each to serve a th-year term
2. The approval of the Amended and Restated 2001 M's Corporation Key Employe’ Stock Incentive Plar

3.  The ratification of the appointment of PricewhtiseCoopers LLP as the independent registerdit @dzounting firm of the
Company for the year 2007; a

4. A stockholder proposal to elect each director atiypu

At the Annual Meeting:
1. The nominees for Class Ill directors to each sartlreryear term were elected based upon the followings:

Votes

Nominee Votes For Withheld
Basil L. Andersor 244,423,33 11,455,57.
Raymond W. McDaniel, J 248,292,82 7,586,09:

The Company’s directors whose terms continued #fteAnnual Meeting are: Robert R. Glauber, Coiégek, Nancy S. Newcomb,
Ewald Kist, Henry A. McKinnell, Jr. and John K. V¥ful
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The Amended and Restated 2001 M/'s Corporation Key Employe’ Stock Incentive Plan was approved as follo

202,252,60¢
26,418,90¢
1,634,777
25,572,62:

votes for approve
votes agains
abstention:
broker nor-votes

The appointment of PricewaterhouseCoopkeBs ds the independent registered public accouffitimgof the Company for the ye

2007 was ratified as follow:

250,426,41(
4,237,86:
1,214,64(

The stockholder proposal to elect eachcthreannually received the following vote

113,431,74:
115,112,22¢
1,762,32:
25,572,62:
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Item 6.
Exhibits
Exhibit No.
3
A1
2
10
A
31
N
2%
32
A*
2%

*

*%

Filed herewith

Exhibits

Description

ARTICLES OF INCORPORATION AND B-LAWS

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lyri998, as
amended effective October 1, 2000, and as furtimenaed effective April 26, 2005 (incorporated bierence to Exhibi
3.1 to the Report on Form 8-K of the Registram fiumber 1-14037, filed October 4, 2000, and ExIili to the Report
on Form &K of the Registrant, file numbe-14037, filed April 27, 2005;

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

MATERIAL CONTRACTS

Form of Assumption Agreement among MoaZorporation, JP Morgan Chase Bank as Adminisgratgent, and eac
lender signatory thereto. *

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBIES-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 SARRBES-OXLEY ACT OF 2002

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb@ngsy Act of 2002
(The Company has furnished this certification andsdnot intend for it to be considered filed urither Securities
Exchange Act of 1934 or incorporated by referente future filings under the Securities Act of 1983he Securities
Exchange Act of 1934

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb@ngsy Act of 2002
(The Company has furnished this certification aodsdnot intend for it to be considered filed urither Securities
Exchange Act of 1934 or incorporated by referent¢e future filings under the Securities Act of 1383he Securities
Exchange Act of 1934

As permitted under the CompargyCredit Agreement dated as of September 1, 2884Cbmpany increased the aggregate amount
Facility’s commitment from $160 million to $500 million bgtering into assumption agreements with the sevenalers. In accordan:
with Instruction 2 to Item 601 of Regulationk$the Company has filed only one such assumptipaemnent as the other agreement:
substantially identical in all material respectsept as to the parties thereto, the dates of execahd the amount of the assumed
commitment of each respective lender, all of wtdoh detailed in the Schedule to Exhibit 1
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SIG NATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned, thereunto duly authorized.

MOODY’S CORPORATION

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

Date: May 3, 2007

By: Is/ JosePHM ¢ C ABE
Joseph McCabe
Senior Vice President and Corporate Controller
(principal accounting officer)

Date: May 3, 2007
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Exhibit 10.1
ASSUMPTION AGREEMENT

AGREEMENT dated as of , 2007 among Moody’s Corporation (the “Company”), (the “Bank™) and
JPMorgan Chase Bank, as Administrative Agent (faniinistrative Agent”).

WHEREAS, this Assumption Agreement (the “Agreemgntlates to the Credit Agreement dated as of &dpge 1, 2004 among the
Company, the Borrowing Subsidiaries party thertite Lenders party thereto, the Administrative Ag@itibank, N.A. as Syndication Agent,
and The Bank of New York as Documentation Agentafagnded from time to time, th€redit Agreement” );

WHEREAS, as permitted by Section 2.08(d) of thediZragreement, the Company proposes to increasagpgeegate amount of the
Facility Commitments;

NOW, THEREFORE, the parties hereto agree as follows

SECTION 1.Definitions. All capitalized terms not otherwise defined hereave the respective meanings set forth in theiCre
Agreement.

SECTION 2.Assumed CommitmenEffective as of the date hereof, the Bank heiabseases its existing Facility Commitment from $
to $

SECTION 3.Revolving Loans The Bank shall make a Revolving Loan to the Camypan the date hereof in accordance with
Section 2.06 in an amount equal to such Bapkisratashare of the principal amount of all outstanding®eing Loans on the date hereof
after giving effect to the Assumed Commitmént.

SECTION 4 .Additional Documentation The Bank, upon execution of this Agreement, stheliiver to the Administrative Agent, any
documentation required to be delivered by the Baumkuant to Section 2.16(e) of the Credit Agreement

SECTION 5.Representations of the Comparithe Company hereby confirms that (a) the incréasiee aggregate amount of the
Facility Commitments and the transactions set fbetein have been duly authorized by all necessanmyorate action and (b) at the time of
and immediately after giving effect to the increasthe aggregate amount of the Facility

1 If Loans are outstanding on the effective datehisf Agreement.



Commitments and the transactions set forth he(@ithe representations and warranties of the Camsat forth in the Credit Agreement are
true and correct on and as of the date hereofignb(Default has occurred and is continuing.

SECTION 6.Governing LawThis Agreement shall be governed by and constnu@d¢ordance with the laws of the State of New York

SECTION 7.Counterparts This Agreement may be signed in any number ohtarparts, each of which shall be an original, wii
same effect as if the signatures thereto and herete upon the same instrument.



IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed and delivered by thdy authorized officers
as of the date first above written.

[BANK]

By:

Name:
Title:

MOODY’S CORPORATION

By:

Name:
Title:

JPMORGAN CHASE BANK

By:

Name:
Title:



Schedule of Assumed Commitments as Reflected in
Separate Assumption Agreements
Each Signed by the Applicable Lender

Name of Bank

Date of Assumption Agreemen

Section 2 Assumed Commitmen

JPMorgan Chase Bai March 23, 200' $109,375,00(
Citibank, N.A. March 27, 200} $101,562,50(
SunTrust Banl March 22, 200" $70,312,50(
Barclays Bank PL( March 27, 200° $62,500,00(
The Bank of New Yorl March 28, 200° $60,000,00(
Bank of America, N.A March 28, 200" $56,250,00(
The Northern Trust Compat March 23, 200° $40,000,00(




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 notaioriny untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the periods
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

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

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) Designed such internal control over financiglaoing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igtgant’s internal control over financial reportiramd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

/s RAymonD W. M ¢ D ANIEL , JR.
Raymond W. McDaniel, Jr.
Chairman and Chief Executive Officer

May 3, 2007



EXHIBIT 31.2

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

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

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the periods
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

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

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) Designed such internal control over financiglaoing, or caused such internal control over fiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c¢) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igtgant’s internal control over financial reportiramd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

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

May 3, 2007



EXHIBIT 32.1

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

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

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

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

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

May 3, 2007



EXHIBIT 32.2

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

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

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

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

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

May 3, 2007



