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GLOSSARY OF TERMS AND ABBREVIATIONS

The following terms, abbreviations and acronymsuesed to identify frequently used terms in thisorep

TERM
ACNielsen

Adjusted Operating Inconr
Adjusted Operating Margi
Analytics

AOCI

ASC

ASU

B&H

Basel Il

Basel Il

Board
Bps

Canary Wharf Lease

CDOs
CFG
CMBS

Cognizant

Commissior
Company

Copal

CP
CP Notes

DEFINITION
ACNielsen Corporatio a former affiliate of Old D&E

Operating income excluding restructuring and deptien and amortization expen
Adjusted operating income divided by revel

Moody’s Analytics — a reportable segment of MCQOnfied in January 2008, which includes the non-
rating commercial activities of MC

Accumulated other comprehensive income (loss)parsee component of shareholders’ equity
(deficit)

The FASB Accounting Standards Codification; theesmurce of authoritative GAAP as of July 1,
2009 except for rules and interpretive releaseéh@®BEC, which are also sources of authoritative
GAAP for SEC registrant

The FASB Accounting Standards Update to the AS@lsh provides background information for
accounting guidance and the bases for conclusioniseochanges in the ASC. ASUs are not
considered authoritative until codified into the@

Barrie & Hibbert Limited, an acquisition completiedDecember 2011, part of the MA segment, a
leading provider of risk management modeling tdotsnsurance companies worldwi

Capital adequacy framework published in June 2@0thé Basel Committee on Banking Supervi:

A new global regulatory standard on bank capitalcagcy and liquidity agreed by the members of
the Basel Committee on Banking Supervision. Bdselds developed in a response to the
deficiencies in financial regulation revealed bg tHobal financial crisis. Basel Il strengthensika
capital requirements and introduces new regulatuirements on bank liquidity and bank lever

The board of directors of the Compe
Basis points

Operating lease agreement entered into on Feb8&908 for office space in London, England,
occupied by the Company in the second half of 2

Collateralized debt obligatior
Corporate finance group; an LOB of M
Commercial mortga¢-backed securities; part of CRI

Cognizant Corporation — a former affiliate of Ol&B; comprised the IMS Health and NMR
businesse

European Commissic
Moody's Corporation and its subsidiaries; MCO; Mo's

Copal Partners; an acquisition completed in Nover2bé1; part of the MA segment; leading
provider of outsourced research and analyticalisesuo institutional investol

Commercial pape

Unsecured commercial paper na
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CP Progran
CRAs
CREF

Csli

D&B Business
DBPP
Debt/EBITDA
EBITDA
ECAls

ECB

EMEA

EPS

ERS

ESMA
ESPF
ETR
EU
EUR

Eurosystem

Excess Tax Benefits

Exchange Ac
FASB
FIG

Financial Reform Ac

Free Cash Flo\
FSTC

FX
GAAP
GBP

DEFINITION
The Compan’s commercial paper program entered into on Oct8p2007
Credit rating agencie

Commercial real estate finance which includes REt®ésnmercial real estate CDOs and mortgage-
backed securities; part of SF

CSI Global Education, Inc.; an acquisition complete November 2010; part of the MA segment; a
provider of financial learning, credentials, andtifieation in Canad:

Old D&B’s Dun & Bradstreet operating compe

Defined benefit pension plai

Ratio of Total Debt to EBITD/

Earnings before interest, taxes, depreciation amatiization
External Credit Assessment Institutic

European Central Bar

Represents countries within Europe, the Middle BastAfrica
Earnings per shal

The enterprise risk solutions LOB within MA (fornheRMS); which offers risk management
software products as well as software implememagervices and related risk management advisory
engagement

European Securities and Market Autho

The 1999 Mood's Corporation Employee Stock Purchase |
Effective tax rate

European Uniol

Euros

The monetary authority of the Eurozone, the callecdf European Union member states that have
adopted the euro as their sole official currendye Eurosystem consists of the European Central
Bank and the central banks of the member stat¢$éhang to the Eurozor

The difference between the tax benefit realizeskatcise of an option or delivery of a restricted
share and the tax benefit recorded at the timeptien or restricted share is expensed under G

The Securities Exchange Act of 1934, as amel

Financial Accounting Standards Bo:

Financial institutions group; an LOB of M

Dodc-Frank Wall Street Reform and Consumer Protection

Net cash provided by operating activities less et for capital addition

Financial Services Training and Certificationseparting unit within the MA segment that includes
classroor-based training services and C

Foreign exchang
U.S. Generally Accepted Accounting Princip
British pounds
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TERM
G-8

G-20

IMS Health

Indicative Ratings

IOSCO
IOSCO Code
IRS

KIS

KIS Pricing

Legacy Tax Matter(s
LIBOR

LOB

MA

Make Whole Amount

MCO
MD&A
MIS

MIS Code
Moody's

Net Income

New D&B
NM

DEFINITION

The finance minister and central bank governoth@fgroup of eight countries consisting of Cani
France, Germany, Italy, Japan, Russia, U.S. and, thKt meet annuall

The G-20 is an informal forum of industrial and egieg-market countries on key issues related to
global economic stability. The G-20 is comprisedArfyentina, Australia, Brazil, Canada, China,
France, Germany, India, Indonesia, Italy, Japarxidde Russia, Saudi Arabia, South Africa, South
Korea, Turkey, the U.K. and the U.S. and The EU whe@presented by the rotating Council
presidency and EC

A spir-off of Cognizant; provides services to the pharméical and healthcare industri

These are ratings which are provided as of a poitine, and not published or monitored. They are
primarily provided to potential or current issueysndicate what a rating may be based on business
fundamentals and financial conditions as well asetaon proposed financin

International Organization of Securities Commissi
Code of Conduct Fundamentals for Credit Rating Ags
Internal Revenue Servi

Korea Investors Service, Inc.; a leading Koreamgaagency and consolidated subsidiary of the
Company

Korea Investors Service Pricing, Inc.; a Korearvjter of fixed income securities pricing and
consolidated subsidiary of the Comps

Exposures to certain potential tax liabilities assd in connection with the 2000 Distribulti
London Interbank Offered Ra
Line of busines:

Moody’s Analytics — a reportable segment of MCQOnfied in January 2008, which includes the non-
rating commercial activities of MC

The prepayment penalty amount relating to the S&95-1 Notes, Series 2007-1 Notes, 2010
Senior Notes and 2012 Senior Notes which is a prentiased on the excess, if any, of the
discounted value of the remaining scheduled paysnaver the prepaid princip

Moody's Corporation and its subsidiaries; the Companyody§’' s
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

Moody'’s Investors Service — a reportable segmeM®@O; consists of four LOBs — SFG, CFG, FIG
and PPIF

Moody's Investors Service Code of Professional Con
Moody's Corporation and its subsidiaries; MCO; the Corgg

Net income attributable to Moo’s Corporation, which excludes net income from adidgted
noncontrolling interests belonging to the minoiitierest holde

The New D&B Corporatio~ which comprises the D&B busine

Percentage change is not meanin
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TERM
NMR

NRSRO
Old D&B

PPIF

Profit Participation Plan

PS

RD&A

Redeemable Noncontrolling Interest

Reform Act
REITs
RMBS
RMS

Retirement Plans

S&P

SEC

Securities Ac

Series 2005-1 Notes

Series 2007-1 Notes

SFG
SG&A
T&E

Total Debt

U.K.
u.S.
usD

DEFINITION

Nielsen Media Research, Inc.; a «off of Cognizant; a leading source of televisiadiznce
measurement servic

Nationally Recognized Statistical Rating Organiza

The former Dun and Bradstreet Company which distetd New D&B shares on September 30,
2000, and was renamed Moc's Corporatior

Public, project and infrastructure finance; an L&MBMIS

Defined contribution profit participation plan thadvers substantially all U.S. employees of the
Company

Professional Services, an LOB within MA that pra@gdutsourced research and analytical services
as well as financial training and certification grams

Research, Data and Analytics; an LOB within MA thedduces, sells and distributes research, data
and related content. Includes products generatedIBy such as analyses on major debt issuers,
industry studies, and commentary on topical credénts, as well as economic research, data,
guantitative risk scores, and other analytical¢dbat are produced within M

Represents minority shareholders’ interest in iestitvhich are controlled but not wholly-owned by
Moody’s and for which Moody'’s obligation to rededne minority shareholders’ interest is in the
control of the minority shareholde

Credit Rating Agency Reform Act of 20l
Real estate investment tru
Residential mortgar-backed security; part of SF

The Risk Management Software LOB within MA, whictopides both economic and regulatory
capital risk management software and implementaéaices. Now referred to “ERS”

Moody'’s funded and unfunded pension plans, theemnt healthcare plans and retirement life
insurance plan

Standard & Poc's Ratings Services; a division of The McG-Hill Companies, Inc
U.S. Securities and Exchange Commis:
Securities Act of 193

Principal amount of $300 million, 4.98% senior unged notes due in September 2015 pursuant to
the 2005 Agreemel

Principal amount of $300 million, 6.06% senior unged notes due in September 2017 pursuant to
the 2007 Agreemel

Structured finance group; an LOB of M
Selling, general and administrative exper
Travel and entertainment expen

All indebtedness of the Company as reflected orctmsolidated balance sheets, excluding current
accounts payable and deferred revenue incurrdetinrdinary course of busine

United Kingdom
United State!
U.S. dollar
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TERM
UTBs

UTPs

2000 Distribution

2000 Distribution Agreement

2005 Agreemer
2007 Agreemer
2007 Facility

2008 Term Loat
2010 Senior Notes

2010 Indenturt
2012 Indenturt
2012 Senior Notes

2012 Facility
TWTC
7TWTC Lease

DEFINITION
Unrecognized tax benefi
Uncertain tax position

The distribution by Old D&B to its shareholdersatifthe outstanding shares of New D&B common
stock on September 30, 20

Agreement governing certain ongoing relationshigisvieen the Company and New D&B after the
2000 Distribution including the sharing of any ligies for the payment of taxes, penalties and
interest resulting from unfavorable IRS rulingsaamtain tax matters and certain other potential tax
liabilities

Note purchase agreement dated September 30, 2088ng to the Series 20-1 Notes

Note purchase agreement dated September 7, 208hgeo the Series 20-1 Notes

Revolving credit facility of $1 billion entered mbn September 28, 2007, expiring in 2!

Five-year $150 million senior unsecured term loan edtér® by the Company on May 7, 20

Principal amount of $500 million, 5.50% senior unged notes due in September 2020 pursuant to
the 2010 Indentur

Agreements dated August 19, 2010, relating to 6®ZSenior Note
Agreements dated August 18, 2012, relating to @2ZSenior Note

Principal amount of $500 million, 4.50% senior unsged notes due in September 2022 pursuant to
the 2012 Indentur

Revolving credit facility of $1 billion entered mbn April 18, 2012, expiring in 201
The Compan's corporate headquarters located at 7 World Traatge€ in New York, NY

Operating lease agreement entered into on Octdhed0®6

7
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(Amounts in millions, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011

Revenue $688.f $531.% $1,976.. $1,713:
Expense:

Operating 207.3 171.C 573. 502.¢

Selling, general and administrati 187.¢ 145.( 515.¢ 436.4

Depreciation and amortizatic 24.1 19.C 69.7 58.t

Restructuring — 0.2 — 0.1

Total expenses 418.¢ 335.2 1,158.¢ 997.:

Operating income 269.7 196.] 817.2 716.3
Non-operating (expense) income, |

Interest expense, n (15.9) (12.9 (42.2) (45.2)

Other nor-operating income (expense), | 10.C 1.€ 12.€ 13.]

Total non-operating (expense) income, ne (5.3 (11.3) (29.6) (32.7)

Income before provisions for income taxe 264.¢ 184.¢ 787.€ 684.2

Provision for income taxe 77.€ 52.7 249.¢ 204.:
Net income 186.£ 132.1 537.7 479.¢

Less: Net income attributable to noncontrollingenests 2.€ 1.4 7.8 4.7
Net income attributable to Moody’s $183.¢ $130.7 $ 529.¢ $ 475.
Earnings per share attributable to Mo’s common shareholde

Basic $ 08 $ 058 $ 237 $ 2.0¢

Diluted $ 081 $ 057 $ 234 $ 20¢
Weighted average number of shares outstar

Basic 222.5 226.( 223.C 227.7

Diluted 226.] 229.( 226.7 230.7
Dividends declared per share attributable to M¢s common shareholde $ 016 $ 014 $ 032 $ 0.2¢

The accompanying notes are an integral part ofdmsolidated financial statements.
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MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UN AUDITED)
(Amounts in millions)

Three Months Ended September 3C Nine Months Ended September 3(C

2012 2011 2012 2011
Net income $186.k $132.1 $537.7 $479.¢
Foreign currency translation adjustme 32.¢ (74.9 23.t (38.9)
Cash flow and net investment hedges, net of ta

Net unrealized losses on cash flow and net investimedge«® 0.1 (0.7 (1.5 (0.5
Reclassification of losses included in net inc(® 0.€ 0.7 0.t 0.7 1.¢ 04 23 1.€

Pension and Other Pos-Retirement Benefits, net of tax:

Amortization of actuarial losses and prior sendosts included in net

income®) iLE 0.€ 4.t 2.3
Net actuarial losses and prior service c® — 15 — 0.6 (5.6 (1.1) (3.3 (1.0
Comprehensive incorr 221.t 59.C 560.5 442."
Less: comprehensive income attributable to nonodimtg interests 2.5 0.8 8.8 4.4
Comprehensive income attributable to Mo's $219.( $ 58.7 $551.7 $438.1

(1) Amounts are net of income taxes of $0.1 milliontoth the three months ended September 30, 2012Gkidand $1.0 million and $C
million for the nine months ended September 302281d 2011 respectivel

(2) Amounts are net of income taxes of $0.4 millzord $0.6 million for the three months ended Sep&80, 2012 and 2011, respectively,
and $1.3 million and $1.6 million for the nine miestended September 30, 2012 and 2011 respect

(3) Amounts are net of income taxes of $1.1 milliord $0.5 million for the three months ended Sepw30, 2012 and 2011, respectively,
and $3.1 million and $1.7 million for the nine miestended September 30, 2012 and 2011 respect

(4) Amounts are net of income taxes of $3.9 million &d4 million for the nine months ended Septemife2B12 and 2011 respective

The accompanying notes are an integral part ofdinelensed consolidated financial statements.
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MOODY’S CORPORATION
CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(Amounts in millions, except share and per share da)

September 3C

2012
ASSETS

Current asset:
Cash and cash equivalel $ 1,518
Shor-term investment 22.7
Accounts receivable, net of allowances of $30.200h2 and $28.0 in 201 549.¢
Deferred tax assets, r 46.1
Other current asse 68.¢
Total current asse 2,205.¢
Property and equipment, net of accumulated degieciaf $297.9 in 2012 and $258.2 in 2C 315.¢
Goodwill 646.2
Intangible assets, n 233.<
Deferred tax assets, r 156.¢
Other asset 104.t
Total asset $ 3,662.C

December 31

2011

$ 760
14.€
489.¢
82.2
77.€
1,424
326.¢
642.¢
253.¢
146.2
82.C

$ 2,876.:

LIABILITIES, REDEEMABLE NONCONTROLLING INTEREST AND  SHAREHOLDERS’ EQUITY(DEFICIT)

Current liabilities:

Accounts payable and accrued liabilit $ 362.¢
Unrecognized tax benefi —
Current portion of lon-term debt 95.¢€
Deferred revenu 524.%
Total current liabilities 982.¢
Non-current portion of deferred reven 92.¢
Long-term debt 1,611.¢
Deferred tax liabilities, ne 52.t
Unrecognized tax benefi 144.¢
Other liabilities 386.2
Total liabilities 3,271.(
Contingencies (Note 1«
Redeemable noncontrolling inter: 69.2

Shareholder equity (deficit):
Preferred stock, par value $.01 per share; 10,00068ares authorized; no shares issued and

outstanding —
Series common stock, par value $.01 per sharef@MO0 shares authorized; no shares issue

and outstandin —
Common stock, par value $.01 per share; 1,000,000:8ares authorized; 342,902,272 shares

issued at September 30, 2012 and December 31, gislectively 3.4
Capital surplu 375.k
Retained earning 4,634.:
Treasury stock, at cost; 120,028,264 and 120,4@%R8res of common stock at September &

2012 and December 31, 2011, respecti (4,615.6)
Accumulated other comprehensive | (85.9)

Total Moody's shareholde’ equity (deficit) 311.¢
Noncontrolling interest 10.t
Total shareholde’ equity (deficit) 322.1
Total liabilities, redeemable noncontrolling intsrand shareholde equity (deficit) $ 3,662.

The accompanying notes are an integral part ofdmsolidated financial statements.
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71.C

520.¢
1,134.(
97.7
1,172
49.€

1154
404.¢

2,974.(

60.5

3.4
394.%
4,176.:

(4,635.})

(107.F)
(169.0
10.€

(158.9
$ 2,876.:
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MOODY’S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(Amounts in millions)

Cash flows from operating activities
Net income
Reconciliation of net income to net cash providgaperating activities
Depreciation and amortizatic
Stocl-based compensation expel
Deferred income taxe
Excess tax benefits from stc-based compensation pla
Legacy Tax Matter
Changes in assets and liabiliti
Accounts receivabl
Other current asse
Other asset
Accounts payable and accrued liabilit
Restructuring
Deferred revenu
Unrecognized tax benefi
Other liabilities

Net cash provided by operating activities

Cash flows from investing activities
Capital addition:
Purchases of sh«-term investment
Sales and maturities of sh-term investment
Acquisitions

Net cash used in investing activitie

Cash flows from financing activities
Issuance of note
Repayments of note
Net proceeds from sto-based compensation pla
Cost of treasury shares repurcha
Excess tax benefits from stc-based compensation pla
Payment of dividend
Payment of dividends to noncontrolling intere
Contingent consideration pz
Debt issuance costs and related

Net cash provided by (used in) financing activi
Effect of exchange rate changes on cash and cashueglents

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of the pt

Cash and cash equivalents, end of the peric

Nine Months Ended
September 30

2012 2011
$ 5377 $479.¢
69.7 58.F
46.: 43.:
29. 12.¢
(11.6) (6.0)
(12.5) (6.4)
(57.0 97.f
8. 77
2.5 8.7
(485  (71.0
(0.1) (0.1)
27 (269
(61.5) (0.1)
(4.5) (1.9
496.0  666.2
(350  (53.6
(47.8)  (28.9)
40.4 27.:
(35  (10.))
(46.)  (65.9)
496.1 —
(39.9 (7.5)
71.¢ 37.¢
(125.)  (333.9
11. 6.C
(1079  (89.9
(6.6) (4.6)
(0.E) —
(6.9) —
294  (392.9)
14.2 (14.0
7585  194.¢
760.0 _ 659.¢
$1,518. $854.

The accompanying notes are an integral part oftinelensed consolidated financial statements.
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MOODY’S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
(tabular dollar and share amounts in millions, excpt per share data)

NOTE 1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENATION

Moody'’s is a provider of (i) credit ratings, (iijjedit, capital markets and economic research, atadaanalytical tools, (iii) software
solutions and related risk management servicesg(antitative credit risk measures, financial &gy training and certification services and
(v) outsourced research and analytical servicésstdutional customers. Moody’s has two reporta#gments: MIS and MA.

MIS, the credit rating agency, publishes credings on a wide range of debt obligations and th#ies that issue such obligations in
markets worldwide. Revenue is derived from theingtprs and issuers of such transactions who u&eritings in the distribution of their
debt issues to investors.

The MA segment, which includes all of the Compamods-rating commercial activities, develops a wialege of products and services
that support financial analysis and risk manageraetivities of institutional participants in globiancial markets. Within its Research, D
and Analytics business, MA distributes researchdatd developed by MIS as part of its ratings psecicluding in-depth research on major
debt issuers, industry studies and commentary ginabcreditrelated events. The RD&A business also producesani research as well
data and analytical tools such as quantitativeitristt scores. Within its Enterprise Risk Solusdousiness (formerly referred to as RMS),
MA provides software solutions as well as relaisk management services. The Professional Serbiggiaess provides outsourced research
and analytical services along with financial tragiand certification programs.

These interim financial statements have been peeparaccordance with the instructions to Form 18nQ should be read in
conjunction with the Company’s consolidated finahstatements and related notes in the Company’'$ a8nual report on Form 10-K filed
with the SEC on February 27, 2012. The resultsitfim periods are not necessarily indicative stites for the full year or any subsequent
period. In the opinion of management, all adjustméconsisting of normal recurring accruals) coeséd necessary for a fair presentation of
financial position, results of operations and clalvs at the dates and for the periods presented haen included. The yeand consolidate
balance sheet data was derived from audited fiahatatements, but does not include all disclostegsired by accounting principles
generally accepted in the United States of Amefatain prior year amounts have been reclassifietnform to the current year
presentation.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following outlines changes to the Company’soacting policy regarding long-lived assets, inchglgoodwill and other
acquired intangible assets since the Company’'$ash 10K filed with the SEC for the year ended &uaber 31, 2011. All other provisions
as outlined in the summary of significant accounfplicies for this policy and all other signifidaaccounting policies described in the Form
10-K for the year ended December 31, 2011 remathamged.

Long-Lived Assets, Including Goodwill and Other Acaiired Intangible Assets

Moody'’s evaluated its goodwill for impairment aetreporting unit level, defined as an operatingrse or one level below an
operating segment, annually as of November 30 aerfrequently if impairment indicators arose in@ttance with ASC Topic 350. In the
second quarter of 2012, the Company changed tleeodl@s annual assessment of goodwill impairmerduly 31 of each year. This is a
change in method of applying an accounting prirciphich management believes is a preferable atigenas the new date of the assessment
is more closely aligned with the Company’s stratemi@nning process. The change in the assessmendakes not delay, accelerate or avoid a
potential impairment charge. The Company has detedrthat it is impracticable to objectively detémmprojected cash
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flows and related valuation estimates that woulkhaeen used as of each July 31 of prior repogargpds without the use of hindsight. As
such, the Company has prospectively applied thegi&n annual goodwill impairment testing date hagig in the second quarter of 2012.

At July 31, 2012, the Company had five primary mpg units: one in MIS that encompasses all of Bigs ratings operations
and four reporting units within MA: RD&A, ERS, Fineial Services Training and Certifications and Gdartners. The RD&A reporting u
encompasses the distribution of investor-oriengsgarch and data developed by MIS as part oftitegsaprocess, in-depth research on major
debt issuers, industry studies, economic researdltammentary on topical events and credit anatgtits. The ERS reporting unit consists
of credit risk management and compliance softwaagis sold on a license or subscription basiselkas related advisory services for
implementation and maintenance. In the first quart®012, a division formerly in the RD&A reporgjrunit which provided various financial
modeling services was transferred to the ERS rigygpuinit. Additionally, in the second quarter ofl2) the CSI reporting unit, which
consisted of all operations relating to CSI whidmsvacquired in November 2010, was integrated infdsNraining reporting unit to form the
FSTC reporting unit. The new FSTC reporting unitgists of the portion of the MA business that affieoth credit training as well as other
professional development training and certificasenvices. In the fourth quarter of 2011, the Camypecquired Copal which is deemed to be
separate reporting unit at September 30, 2012, AMdsbecember 2011, the Company acquired B&H wiggbart of the ERS reporting unit.

NOTE 3. STOCK-BASED COMPENSATION

Presented below is a summary of the stock-basegpeosation cost and associated tax benefit includédde accompanying
consolidated statements of operations:

Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011
Stock-based compensation cost $ 164 $ 12¢ $ 46.2 $ 43.2
Tax benefit $ 5¢ $ 5C $ 167 $ 16z

During the first nine months of 2012, the Compargnged 0.5 million employee stock options, whick baveighted average grant date
fair value of $15.19 per share based on the Blatieles option-pricing model. The Company also grdrit.3 million shares of restricted
stock in the first nine months of 2012, which hadeaghted average grant date fair value of $38d¥1spare and generally vest ratably over a
four-year period. Additionally, the Company granggaproximately 0.3 million shares of restrictedcitthat contain a condition whereby the
number of shares that ultimately vest are basdati@achievement of certain non-market based pedooemetrics of the Company over a
three-year period. The weighted average grantfdatgalue of these awards was $36.78 per share.

The following weighted average assumptions were iséetermining the fair value for options granie@012:

Expected dividend yiel 1.6€%
Expected stock volatilit 44%
Risk-free interest rat 1.55%
Expected holding perio 7.4 yre
Grant date fair valu $ 15.1¢
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Unrecognized compensation expense at Septemb203@,was $15.6 million and $66.2 million for stagiions and nonvested
restricted stock, respectively, which is expectelld recognized over a weighted average period3ofdars and 1.7 years, respectively.
Additionally, there was $16.2 million of unrecogeizcompensation expense relating to the aforemmerdiaon-market based performance
awards which is expected to be recognized overighter average period of 0.9 years.

The following tables summarize information relatbogstock option exercises and restricted stockinggs

Nine Months Ended

September 30
Stock option exercises 2012 2011
Proceeds from stock option exercises $ 83.% $ 41°F
Aggregate intrinsic valu $ 414 $ 20.2
Tax benefit realized upon exerc $ 15.7 $ 8.C
Nine Months Ended
September 30
Restricted stock vesting: 2012 2011
Fair value of shares vested $ 370 $ 18.¢
Tax benefit realized upon vesti $ 13. $ 7.C

NOTE 4. INCOME TAXES

Moody'’s effective tax rate was 29.5% and 28.5%lerthree months ended September 30, 2012 and &&jkctively and 31.7% and
29.9% for the nine months ended September 30, 20d2011, respectively. The increase in the ETRpawed to the third quarter of 2011
was primarily due to tax benefits from the settlab state tax audits in the prior period, palyiafffset by the favorable impact of foreign
tax planning initiatives in 2012. The increasehia ETR compared to the nine months ended Septe3db@011 was primarily due to a
reversal of UTPs in 2011 resulting from a foreigr tuling and tax benefits from the settlementtafestax audits in 2011 partially offset by
the aforementioned foreign tax planning.

The Company classifies interest related to UTHstarest expense, net in its consolidated statesr@raperations. Penalties, if incurt
would be recognized in other non-operating (expeime®me, net. The Company had an overall incrgags UTPs of $14.6 million ($12.1
million net of federal tax benefit) during the thiquarter of 2012 and an overall decrease in itB4Jduring the first nine months of 2012 of
$60.8 million ($33.5 million net of federal bensjit The decrease in UTPs from December 31, 20dtego the settlement of income tax
audits in the period.

Moody’s Corporation and subsidiaries are subjet1.®. federal income tax as well as income taxainous state, local and foreign
jurisdictions. The Compar's U.S. federal income tax returns for the yea@&trough 2010 are under examination and its 268tin
remains open to examination. Tax filings in the Lr&main open to examination for tax years 200@ubh 2010.

For ongoing audits, it is possible the balance ©BE could decrease in the next twelve months asuatrof the settlement of these
audits, which might involve the payment of additibtaxes, the adjustment of certain deferred taxekor the recognition of tax benefits. It is
also possible that new issues might be raised>bguthorities which could necessitate increasélddalance of UTBs. As the Company is
unable to predict the timing or outcome of thesditauit is therefore unable to estimate the amadithanges to the balance of UTBs at this
time. However, the Company believes that it hagjadiely provided for its financial exposure relgtio all open tax years by tax jurisdiction
in accordance with the applicable provisions ofi€af#0 of the ASC regarding UTBs.
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The following table shows the amount the Comparig fia income taxes:

Nine Months Ended
September 30

2012 2011
Income Taxes Paid* $271.¢ $166.¢
* Includes approximately $92 million in payments fax audit settlements in the first quarter of 2(
NOTE 5. WEIGHTED AVERAGE SHARES OUTSTANDING
Below is a reconciliation of basic to diluted stsoitstanding:
Three Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011
Basic 222t 226.( 223.: 227.1
Dilutive effect of shares issuable under s-based compensation pla 3.€ 3.C 3.4 3.C
Diluted 226.] 229.( 226.1 230.7
Anti-dilutive options to purchase common shares andctst stock excluded fra
the table abov 6.€ 10.7 6.€ 10.§

The calculation of diluted EPS requires certaiuag®ions regarding the use of both cash proceedlassumed proceeds that
would be received upon the exercise of stock optanmd vesting of restricted stock outstanding éepitember 30, 2012 and 2011. These
assumed proceeds include Excess Tax Benefits gndrmacognized compensation of the awards.

NOTE 6. SHORT-TERM INVESTMENTS

Shortterm investments are securities with maturitieagmethan 90 days at the time of purchase tha\aiable for operations |
the next twelve months. The short-term investmegrimarily consisting of certificates of deposite&lassified as held-to-maturity and
therefore are carried at cost. The remaining conied maturities of the short-term investments ware month to six months and one month
to seven months as of September 30, 2012 and Deee3hb2011, respectively. Interest and dividemds@corded into income when earned.

NOTE 7. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITI ES

The Company is exposed to global market risksuihialg risks from changes in FX rates and changegémest rates.
Accordingly, the Company uses derivatives in carbastances to manage the aforementioned finaeg@dsures that occur in the normal
course of business. The Company does not holdoeiderivatives for speculative purposes.

Interest Rate Swap

In the fourth quarter of 2010, the Company entéméalinterest rate swaps with a total notional armtaf $300 million to convert
the fixed interest rate on the Series 2005-1 Nmtesfloating interest rate based on the 3-month
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LIBOR. The purpose of this hedge was to mitigatertbk associated with changes in the fair valugnefSeries 2005-1 Notes, thus the
Company has designated these swaps as fair vadigefieThe fair value of the swaps is reported lieioassets at September 30, 2012 and
December 31, 2011 in the Company’s consolidateanoal sheets with a corresponding adjustment toairging value of the Series 2005-1
Notes. The changes in the fair value of the hedgeéshe underlying hedged item generally offsetthechet cash settlements on the sv
are recorded each period within interest experetejmthe Company’s consolidated statement of atjmars.

In May 2008, the Company entered into interest sataps with a total notional amount of $150 milltorprotect against
fluctuations in the LIBOR-based variable interegeron the 2008 Term Loan, further described ireN& These interest rate swaps are
designated as cash flow hedges. Accordingly, ctaimgthe fair value of these swaps are recordedhter comprehensive income or loss, to
the extent that the hedge is effective, and suabuais are reclassified to earnings in the samegeahring which the hedged transaction
affects income. The fair value of the swaps is regabin other liabilities in the Company’s consalied balance sheets at September 30, 2012
and December 31, 2011.

Foreign Exchange Forwards and Options

The Company engaged in hedging activities to ptatgainst FX risks from forecasted billings anctetl revenue denominated
the euro and the GBP. FX options and forward exgeaontracts were utilized to hedge exposuresaetkat changes in FX rates. As of
December 31, 2011, these FX options and forwarti@axge contracts have matured and all realized gaicddosses have been reclassified
from AOCI into earnings. FX options and forward leange contracts were designated as cash flow hedges

The Company also enters into foreign exchange fatsvip mitigate the change in fair value on certaisets and liabilities
denominated in currencies other than the entitynefional currency. These forward contracts aredestgnated as hedging instruments under
the applicable sections of Topic 815 of the ASCcaxdingly, changes in the fair value of these cactt are recognized immediately in other
non-operating (expense) income, net in the Compargnsolidated statements of operations alongtivéh-X gain or loss recognized on the
assets and liabilities denominated in a currenhgrmthan the entity’s functional currency. Theset@acts have expiration dates at various
times through December 2012.

The following table summarizes the notional amowfithe Company'’s outstanding foreign exchange éods:

September 3C December 31
2012 2011

Notional amount of Currency Pair:
Contracts to purchase USD with eu $ 34.€ $ 27.5
Contracts to sell USD for eur: $ 47.1 $ 47.7
Contracts to purchase USD with Gl $ 4.2 $ 2.4
Contracts to sell USD for GB $ 4.2 $ 17.¢
Contracts to purchase USD with other foreign curies $ 8.7 $ 3.2
Contracts to sell USD for other foreign currenc $ 6.5 $ 7.€
Contracts to purchase euros with other foreignengies € 20.7 € 13.¢
Contracts to purchase euros with G € 8.7 € 1.€
Contracts to sell euros for GE € 9.¢ € 7.2

Net Investment Hedge

The Company enters into foreign currency forwandtiarts to hedge the exposure related to non-Wlirdet investments in certain
foreign subsidiaries against adverse changes @igioexchange rates. These forward contracts aigraged as hedging instruments under
the applicable sections of Topic 815 of the ASCdditeeffectiveness is assessed based on the odesalijes in the fair value of the forward
contracts on a pre-tax basis. Any change in threvédie of
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these hedges that is the result of ineffectivemesgdd be recognized immediately in other non-opegatexpense) income in the Company’s
consolidated statement of operations. As of Sepeerd®, 2012 the Company does not expect to incuiraifectiveness. Accordingly, all
gains and losses on these derivatives designateet &isvestment hedges are recognized in the azyreanslation adjustment component of
AOCI. These outstanding contracts expire on DecerBp2012.

The following table summarizes the notional amowfithe Company’s outstanding foreign exchange &dacontracts that are
designated as net investment hedges:

September 3C December 31
2012 2011
Notional amount of Currency Pair:
Contracts to sell euros for US € 50.C N/A

The table below shows the classification betwesetasand liabilities on the Company’s consoliddtaihnce sheets for the fair
value of the derivative instruments:

Fair Value of Derivative Instruments

September 3C December 31
Balance Shee
Location 2012 2011
Assets:
Derivatives designated as accounting hedges:
Interest rate sway Other asset $ 18.4 $ 11.5
Total derivatives designated as accounting he 18.4 11.
Derivatives not designated as accounting hedges:
FX forwards on certain assets and liabili Other current ass¢ 2.C 1.1
Total $ 20.4 $ 12.€
Liabilities:
Derivatives designated as accounting hedges:
Interest rate swaps Accounts payable
and accrued
liabilities $ 1kt $ 4.t
FX forwards on net investment in certain Accounts payable
foreign subsidiaries and accrued
liabilities 1.8 —
Total derivatives designated as accounting he 3.2 4.t
Derivatives not designated as accounting hedges:
FX forwards on certain assets and Accounts payable
liabilities and accrued
liabilities 0.€ 2.3
Total $ 3.6 $ 6.8
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The following table summarizes the net gain (lassjhe Company'’s foreign exchange forwards whiehrat designated as hedging

instruments as well as the gain (loss) on the ésterate swaps designated as fair value hedge:

Amount of Gain (Loss) Recognized it
consolidated statements of operations

Three Months Ended

Nine Months Ended

September 30 September 30
Derivatives designated as accounting hedg Location on Consolidated Statements of Operation 2012 2011 2012 2011
Interest rate swaps Interest expense, n $ 0.¢ $ 1.C $ 2.€ $ 31
Derivatives not designated as accounting hedg
Foreign exchange forwar: Other nor-operating (expense) incor $ 04 $ (3.0 $ — $ (0.6
The following table provides information on gaifséses) on the Company’s cash flow hedges:
Location of
Gain/(Loss) Gain/(Loss)

Recognized in

Amount of Location of Amount of Income on Derivative
Derivatives in Gain/(Loss) Gain/(Loss) Gain/(Loss) (Ineffective Portion
Cash Flow Recognized in Reclassified from Reclassified from and Amount
Hedging AOCI on Derivative AOCI into Income AOCI into Income Excluded from

Relationships (Effective Portion) (Effective Portion) (Effective Portion) Effectiveness Testing)

Recognized in
Income on Derivative
(Ineffective Portion
and Amount
Excluded from
Effectiveness Testing)

Three Months Ended Three Months Ended

September 30 September 30
2012 2011 2012 2011
FX options $ — $ — Revenue $ — $ — Revenue
Interest rate sway — (0.1) Interest Expens (0.6) (0.9 N/A
Total $ — $ (0.3 $ (0.6 $ (0.9
Nine Months Ended Nine Months Ended
September 30 September 30
2012 2011 2012 2011
FX options $ — $ — Revenue $ — $ (0.2) Revenue
Interest rate sway (0.7) (0.5) Interest Expens (1.9 (2.20 N/A
Total $ (0.)) $ (0.5 $ (1.9 $ (2.9

Three Months Ended

September 30
2012 2011
$ — $ —
$ — $ —

Nine Months Ended
September 30
2012 2011

$ — $ —

$ — $ —

All gains and losses on derivatives designatechal low hedges are initially recognized through@iCRealized gains and loss
reported in AOCI are reclassified into earningsqirevenue for FX options and into interest expensefor the interest rate swaps) as the

underlying transaction is recognized.
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The following table provides information on gaitasgses) on the Company’s net investment hedges:

Derivatives in
Net Investment
Hedging
Relationships

Amount of
Gain/(Loss)
Recognized in
AOCI on Derivative
(Effective Portion)

Location of
Gain/(Loss)
Reclassified from
AOCI into Income
(Effective Portion)

Amount of
Gain/(Loss)
Reclassified from
AOCI into Income
(Effective Portion)

Location of
Gain/(Loss)
Recognized in
Income on Derivative
(Ineffective Portion
and Amount
Excluded from
Effectiveness Testing)

Gain/(Loss)
Recognized in
Income on Derivative

(Ineffective Portion
and Amount
Excluded from
Effectiveness Testing)

Three Months Ended

Three Months Ended

Three Months Ended

September 30 September 30 September 30
2012 2011 2012 2011 2012 2011
FX forwards $ 0.1 $ — N/A $ — $ — N/A $ — $ —
Total $ 0.1 $— $ — $ — $ — $ —
Nine Months Ended Nine Months Ended Nine Months Ended
September 30 September 30 September 30
2012 2011 2012 2011 2012 2011
FX forwards $ (149 $— N/A $ — $ — N/A $ — $ —
Total $ 19 $— $ — $ — $ — $ —

All gains and losses on derivatives designateceaimestment hedges are recognized in the curreanglation adjustment
component of AOCI.

The cumulative amount of unrecognized hedge logsmsded in AOCI is as follows:

Unrecognized Losses, net of ta

September 3C December 31
2012 2011
FX forwards on net investment hedges $ (2.9 $ —
Interest rate swaj® (1.9 (3.0
Total $ (2.6) $ (3.0

@ The unrecognized hedge losses relating to thefemsthedges on the 2008 Term Loan are expectee tetiassified into earnings
within the next twelve months as the underlyingdeednds with the full repayment of the Term Loathmmfirst half of 2013

NOTE 8. ACQUISITIONS

All of the acquisitions described below were acdedrfor under the purchase method of accountingetdyethe purchase price is
allocated first to the net assets of the acquirgityebased on the fair value of its net assets 8xcess of the purchase price over the fair
value of the net assets acquired is recorded tdwitloThese acquisitions are discussed below imenttetail.

Barrie & Hibbert, Limited

On December 16, 2011, a subsidiary of the Compaquieed Barrie & Hibbert Limited, a provider of kisnanagement modeling
tools for insurance companies worldwide. B&H opesawithin the ERS LOB of MA, broadening MA'’s suitesoftware solutions for the
insurance and pension sectors.
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The aggregate purchase price was $79.5 milliormsih @ayments to the sellers and was funded by daugly’s non-U.S. cash on hand.

Shown below is the purchase price allocation, wkiginmarizes the fair values of the assets acquarati|iabilities assumed:

Current assel $15.2
Property and equipment, r 0.7
Intangible asset:

Trade name (5 year weighted average $1¢

Client relationships (18 year weighted averagg 8.3

Software (7 year weighted average li 16.€

Other intangibles (2 year weighted average 0.1

Total intangible assets (12 year weighted averifge 27.1
Goodwill 54.¢
Liabilities assumei (18.7)
Net assets acquire $79.

Current assets include acquired cash of approxlyn&i® million. Goodwill will not be deductible faax. B&H operates within
the ERS reporting unit and goodwill associated whthacquisition was part of the ERS reporting within the MA segment as of the
acquisition date.

The near term impact to operations and cash flomfthis acquisition is not expected to be mateddhe Company’s
consolidated financial statements.

Copal Partners

On November 4, 2011, subsidiaries of the Companyiaed a 67% interest in Copal Partners Limited aidd0% interest in two
related entities that were wholly-owned by Copatias Limited (together herein referred to as “@tp These acquisitions resulted in the
Company obtaining an approximate 75% economic osingiinterest in the Copal group of companies. Cispa provider of outsourced
research and consulting services to the finaneialices industry. Copal operates within the PS LdDRIA and complements the other
products and services offered by MA. The table wedetails the total consideration transferred #gtllers of Copal:

Cash paic $125.(
Put/call option for no-controlling interes 68.C
Contingent consideration liability assurnr 6.€
Total fair value of consideration transferi $199.¢

In conjunction with the purchase, the Company d&ednion-controlling shareholders entered into acpiitbption agreement
whereby the Company has the option to purchase finemon-controlling shareholders and the nontrolling shareholders have the optio
sell to the Company the remaining 33% ownershigradt of Copal Partners Limited based on a strile po be calculated on pdeterminet
formulas using a combination of revenue and EBITDAtiples when exercised. The value of the estichaté/call option strike price on the
date of acquisition was based on a Monte Carlo Isitiom model. This model contemplated multiple svés which simulated certain of
Copal’'s revenue, EBITDA margins and equity valueegtimate the present value of the expected gtrike of the option. The option is
subject to a minimum exercise price of $46 millidhere is no limit as to the maximum amount ofgtré&ke price on the put/call option.

20



Table of Contents

Additionally, as part of the consideration transgel; the Company issued a note payable of $141Bmtb the sellers which is
more fully discussed in Note 13. The Company hagtd to reduce the amount payable under this witte payments that it may be required
to make relating to certain UTPs associated wighaibquisition. Accordingly, this note payable i$ carried on the consolidated balance s
as of September 30, 2012 and December 31, 201ccordance with certain indemnification arrangemeelating to these UTPs which are
more fully discussed below.

Also, the purchase agreement contains severateiift@rovisions for contingent cash payments tcstilers valued at $6.8 millic
at the acquisition date. A portion of the contingeash payments are based on revenue and EBITD#tlgrfor certain of the acquired Copal
entities. This growth is calculated by comparingeraue and EBITDA in the year immediately priorltie £xercise of the aforementioned
put/call option to revenue and EBITDA in the yeaded December 31, 2011. There are no limitatiohfosth in the acquisition agreement
relating to the amount payable under this contihgagment arrangement. Payments under this arrasgierhany, would be made upon the
exercise of the put/call option. Other contingeagttpayments are based on the achievement of rev@mets for 2012 and 2013, with cer
limits on the amount of revenue that can be appbetie calculation of the contingent payment. Eafcthese contingent payments has a
maximum payout of $2.5 million. Further information the inputs and methodologies utilized to deteefair value of these contingent
consideration liabilities are discussed in Note 10.

Shown below is the purchase price allocation, whiginmarizes the fair values of the assets acquarati|iabilities assumed:

Current assel $ 15k
Property and equipment, r 0.t
Intangible asset:

Trade name (15 year weighted average $ 8.€

Client relationships (16 year weighted averagg 66.2

Other (2 year weighted average li 4.4

Total intangible assets (15 year weighted averifge 79.2
Goodwill 136.¢
Indemnification asse 18.¢
Other asset 6.€
Liabilities assumei (57.9)
Net assets acquire $199.¢

Current assets include acquired cash of approxlyn@&emillion. The acquired goodwill, which has Ibegssigned to the MA
segment, will not be deductible for tax.

In connection with the acquisition, the Companyuassd liabilities relating to UTPs. These UTPs aduded in the liabilities
assumed in the table above. The sellers have ctuailly indemnified the Company against any potmayments that may have to be made
regarding these UTPs. Under the terms of the aitipmsagreement, a portion of the purchase price seaitted to an escrow agent for
various uncertainties associated with the transaaif which a portion relates to these UTPs. Addiilly, the Company is contractually
indemnified for payments in excess of the amouid a0 escrow via a reduction to the amount pagafsider the aforementioned note
payable issued to the sellers. Accordingly, the Gamny carries an indemnification asset on its cadatdd balance sheet at September 30,
2012 and December 31, 2011 for which a portiontees offset by the note payable in the amount dfZsmnillion.
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As of September 30, 2012, Copal operates as itsreparting unit. Accordingly, goodwill associateitwthe acquisition is part
the Copal reporting unit within the MA segment. @Gbwill remain a separate reporting unit until MAanagement completes its evaluation of
options for integrating the entity into the otheANeporting units.

The near term impact to operations and cash flomfthis acquisition is not expected to be mateodhe Company’s
consolidated financial statements.

KIS Pricing, Inc.

On May 6, 2011, a subsidiary of the Company acquird 6% additional direct equity investment in KScing, which is a
consolidated subsidiary of the Company, from aedaider with a non-controlling interest in the gntirhe additional interest adds to the
Company’s existing indirect ownership of KIS Prigithrough its controlling equity stake in Korea éstors Service (KIS). The aggregate
purchase price was not material and the near tepadt to operations and cash flow is not expeadzbtmaterial. KIS Pricing is part of the
MA segment.

NOTE 9. GOODWILL AND OTHER ACQUIRED INTANGIBLE ASSE TS
The following table summarizes the activity in gadgltifor the periods indicated:

Nine Months Ended Year ended
September 30, 201. December 31, 201
MIS MA Consolidatec MIS MA Consolidatec
Beginning Balance $11.C $631.¢ $ 642.¢ $11.<4 $4541 $ 465t
Additions/adjustment — (4.4 (4.4 — 198.t 198.t
FX translatior 0.2 7.€ 7.8 (0.9 (20.7) (21.1)
Ending balanc $11.z 9$635.7 $ 646.0 $11.C $631.¢ $ 642.¢

The 2012 and 2011 additions/adjustments for thedddment relate to the acquisitions of Copal and B&Hhe fourth quarter of
2011, more fully discussed in Note 8.
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Acquired intangible assets and related amortizat@rsisted of:

Customer relationships
Accumulated amortizatio

Net customer relationshij

Trade secret
Accumulated amortizatio

Net trade secre

Software
Accumulated amortizatio

Net software

Trade name
Accumulated amortizatio
Net trade name

Other
Accumulated amortizatio

Net other

Total acquired intangible assets,

Other intangible assets primarily consist of dasalssand covenants not to compete.

Amortization expense relating to acquired intargiddsets is as follows:

Amortization expense

September 3C

2012
$ 218.

(69.1)
149.1

31.4

(15.9
16.C

72.%

(319
41.(

28.5

(10.0)
18.

24.¢

(16.0
8.6

$ 233

Three Months Ended
September 30

December 31
2011

$ 217«

(58.6)

159.%

31.:
(13.9)

17.€

70.¢
(25.1)

45.¢

28.1

(9.0)
19.1

24.¢€

(13.7)
115

$ 253

Nine Months Ended
September 30

2012

2011

2012

2011

$ 81

$ 5.C

Estimated future amortization expense for acquiméghgible assets subject to amortization is devid:

Year Ending December 31
2012 (after September 3(
2013

2014

2015

2016

Thereaftel

23

$ 22t

19.7
135.¢

$ 14.¢
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Intangible assets are reviewed for recoverabilingmever circumstances indicate that the carryingusainmay not be recoverable.
If the estimated undiscounted future cash flowd@seer than the carrying amount of the related tasskoss is recognized for the difference
between the carrying amount and the estimated/&dire of the asset. In conjunction with the Compaaynual goodwill impairment
assessment, the Company reviewed the recoveratifildgrtain customer lists within its FSTC repagtimit as actual and projected results for
this reporting unit were less than anticipatedieaith 2012. This review resulted in an impairmehapproximately $1 million in the three a
nine months ended September 30, 2012. There weraparments to intangible assets in the threerane months ended September 30,
2011.

Goodwill is analyzed for impairment annually or mdrequently if circumstances indicate the assetg be impaired. For the
three and nine months ended September 30, 20124l there were no impairments to goodwiill.

NOTE 10. FAIR VALUE

The table below presents information about itentéckvare carried at fair value on a recurring basiSeptember 30, 2012 and December 31,
2011:

Fair Value Measurement as of September 30, 20:

Description Balance Level 1 Level 2 Level 3
Assets:

Derivatives@ $ 20. $— $ 20. $ —

Total $ 20. $ — $ 20. $ —
Liabilities:

Derivatives@ $ 3¢ $— $ 3¢ $ —

Contingent consideration arising from acquisiti®) 6.8 — — 6.8

Total $ 10.7 $ — $ 3.9 $ 6.8

Fair Value Measurement as of December 31, 20:

Description Balance Level 1 Level 2 Level 3
Assets:

Derivatives® $ 12.¢ $ — $ 12.¢ $ —

Total $ 12.¢ $ — $ 12.¢ $ —
Liabilities:

Derivatives@ $ 6.8 $— $ 6.8 $ —

Contingent consideration arising from acquisiti® 9.1 — — 9.1

Total $ 15.€ $ — $ 6.8 $ 9.1

@ Represents interest rate swaps and FX forwardedaic assets and liabilities as well as on ceraimU.S. dollar net investments in

certain foreign subsidiaries as more fully desdatilreNote 7 to the financial stateme
Represents contingent consideration liabilitiesspant to the agreements for certain MA acquisitiwhih are more fully discussed in
Note 8 to the consolidated financial statem

(b)
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The following table summarizes the changes in #irevialue of the Company’s Level 3 liabilities:

Contingent Consideration
Nine Months Ended September 3(C

2012 2011

Balance as of January 1 $ 9.1 $ 2.1
Purchase — —
Issuance: — —
Settlement: (0.5 —
Total gains (realized and unrealize

Included in earning (2.2 —

Included in other comprehensive inco — —
Transfer in and/or out of Level — —
Foreign currency translation adjustme 0.4 0.7)
Balance as of September $ 6.8 $ 2.C

The gains included in earnings in the table abogeecorded within SG&A expenses in the Compangissolidated statement of
operations. These gains relate to contingent cersidn obligations outstanding at September 30220

Of the $6.8 million in contingent considerationightions as of September 30, 2012, $1.4 milliociassified within accounts
payable and accrued liabilities with the remair®g4 million classified in other liabilities withithe Company’s consolidated balance sheet.

The following are descriptions of the methodologi@kzed by the Company to estimate the fair vadfiés derivative contracts
and contingent consideration obligations:

Derivatives:

In determining the fair value of the derivative trasts in the table above, the Company utilizesistiy standard valuation modke
Where applicable, these models project future fagls and discount the future amounts to a pregalue using spot rates, forward points,
currency volatilities, interest rates as well astiisk of non-performance of the Company and thentarparties with whom it has derivative
contracts. The Company established strict countgrpeedit guidelines and only enters into trangenst with financial institutions that adhere
to these guidelines. Accordingly, the risk of carptrty default is deemed to be minimal.

Contingent consideration:

At September 30, 2012, the Company has contingergideration obligations related to the acquisgiohCSI and Copal which
are based on certain financial and non-financidtiocseset forth in the acquisition agreements. €hmasligations are measured using Level 3
inputs as defined in the ASC. The Company recotheabligations for these contingent consideraséioangements on the date of each
respective acquisition based on management’s béistates of the achievement of the metrics andahge of the obligations are adjusted
quarterly.

The contingent consideration obligation for CShased on the achievement of a certain contractile$tone by January 2016.
The Company utilizes a discounted cash flow methaggoto value this obligation. The future expectadh flow for this obligation is
discounted using an interest rate available todvegrs with similar credit risk profiles to that thie
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Company. The most significant unobservable inpublived in the measurement of this obligation isghebability that the milestone will be
reached by January 2016. At September 30, 201Za¢hgpany expects that this milestone will be reddhethe aforementioned date.

There are several contingent consideration obtigatrelating to the acquisition of Copal which amare fully discussed in Note
The Company utilizes discounted cash flow methagielto value these obligations. The expected éutash flows for these obligations are
discounted using a risk-free interest rate pluseditspread based on the option adjusted spretiee @@ompany’s publicly traded debt as of
the valuation date. The most significant unobsdevatput involved in the measurement of these @biims is the projected future financial
results of the applicable Copal entities. Also,tfar portion of the obligations which are dependgran the exercise of the call/put option, the
Company has utilized a Monte Carlo simulation madedstimate when the option will be exercisedsttriggering the payment of continge
consideration.

A significant increase or decrease in any of tlreaafientioned significant unobservable inputs rdl&tethe fair value
measurement of the Compagyontingent consideration obligations would result significantly higher or lower reported faalue for thes
obligations.

NOTE 11. OTHER BALANCE SHEET INFORMATION
The following tables contain additional detail telhto certain balance sheet captions:

September 3C December 31
2012 2011
Other current asset
Prepaid taxe $ 22.2 $ 27.€
Prepaid expenst 36.3 44.¢
Other 10.4 5.4
Total other current asse $ 68.¢ $ 77.€
September 3C December 31
2012 2011
Other asset:
Investments in joint venture $ 40.¢ $ 37.2
Deposits for rei-estate lease 10.C 12.2
Other 53.€ 32.€
Total other asse $ 104.5 $ 82.C
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September 3C December 31
2012 2011
Accounts payable and accrued liabiliti

Salaries and benefi $ 66.5 $ 73.¢
Incentive compensatic 113.1 114.1
Profit sharing contributio 8.2 7.1
Customer credits, advanced payments and advaniiad$ 22.€ 17.€
Dividends 2.8 38.2
Professional service fei 57.1 50.t
Interest accrued on de 6.7 15.1
Accounts payabl 14.€ 16.4
Income taxe: 22.¢ 23.¢
Restructuring 0.1 0.z
Deferred rer-current portior 1.2 1.7
Pension and other post retirement employee bet 3.8 3.€
Interest accrued on UTI — 29.7
Other 43.1 60.7
Total accounts payable and accrued liabili $ 362.¢ $ 452

September 3C December 31

2012 2011

Other liabilities:

Pension and other post retirement employee bet $ 194t $ 187t
Deferred rer-nor-current portior 110.¢ 108.¢
Interest accrued on UTI 9.t 11.¢
Legacy and other tax matte 36.¢ 52.€
Other 34.€ 44.1
Total other liabilities $ 386.c $ 404.¢

Redeemable Noncontrolling Interest:;
The following table shows changes in the redeematneontrolling interest related to the acquisitdfrCopal:

Nine Months Endec

Year Ended
September 30, 201 December 31, 201
(in millions) Redeemable Noncontrolling Interes
Balance January 1, $ 60.5 $ —
Fair value at date of acquisitic — 68.(
Adjustment due to right of offset for UTP 6.8 (6.9
Net earning: 2.€ 1.C
Distributions (2.3 —
FX translatior 1.€ (1.7)
Balance $ 69.2 $ 60.5

* Relates to an adjustment for the right of offgetsuant to the Copal acquisition agreement whettedamount due to the sellers under the
put/call arrangement is reduced by the amount dP&Jthat the Company may be required to pay. See &far further detail on this
arrangemen
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Noncontrolling Interests:

The following table summarizes the changes in tam@any’s noncontrolling interests:

Nine Months
Ended Year Ended
September 30, December 31,
2012 2011
(in millions) Non-Redeemable Noncontrolling Interes
Balance January 1, $ 10.€ $ 11.z2
Net Income 5.2 5.€
Dividends 4.7 (5.2
Purchase of KIS Pricing shares from
noncontrolling interes — (1.0
Currency translation adjustme (0.6) 0.7)
Balance $ 10.5 $ 10.€

AOCI:
The following table summarizes the components efGompany’s AOCI:

September 3C December 31

(in millions) 2012 2011
Currency translation adjustments, net of tax $ (0.8 $ (239
Net actuarial losses and net prior service coatedlto Post-
retirement plans, net of t (82.9 (81.2)
Unrealized losses on cash flow and net investmeadgés,
net of tax (2.6 (3.0
Total accumulated other comprehensive $ (85.8) $ (107.9

Other Non-Operating (Expense) Income:

(@)

The following table summarizes the components béohon-operating (expense) income:

Three Months Ended Nine Months Ended

September 30 September 30
2012 2011 2012 2011
FX gain/(loss) $ (4.9 $ 0t $ (6.0) $ 3.8
Legacy Tax@ 12.¢ — 12.¢ 6.4
Joint venture incom 2.3 14 6. 5.3
Other (0.3 (0.3 (1.7) (1.9
Total $ 10.C $ 1€ $ 12.¢ $ 13.1

The 2012 amount represents a reversal of gitljatf $12.8 million relating to the favorableselution of a Legacy Tax Matter for the
2005 and 2006 tax years. The 2011 amounts repragentrsal of a liability relating to the lapsettod statute of limitations for a
Legacy Tax Matter
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NOTE 12. PENSION AND OTHER RETIREMENT BENEFITS

Moody’s maintains funded and unfunded noncontributoryri2eff Benefit Pension Plans. The U.S. DBPPs prodélmed benefits usit
a cash balance formula based on years of serviteareer average salary for its employees or &imatage pay for selected executives. The
Company also provides certain healthcare andrigarance benefits for retired U.S. employees. €lieement healthcare plans are
contributory with participants’ contributions adjed annually; the life insurance plans are nondmutiory. Moody’s funded and unfunded
U.S. pension plans, the U.S. retirement healthgkaes and the U.S. retirement life insurance ptaescollectively referred to herein as the
Retirement Plans.

Effective January 1, 2008, the Company no longirsDBPPs to U.S. employees hired or rehired aaiter January 1, 2008. New
U.S. employees will instead receive a retirementrioution of similar benefit value under the Compa Profit Participation Plan. Current
participants of the Company’s DBPPs continue tawebenefits based on existing plan formulas.

The components of net periodic benefit expenséaele the Retirement Plans are as follows:

Three Months Ended September 3C
Pension Plans Other Retirement Plans

2012 2011 2012 2011

Components of net periodic expens
Service cos $ 4.7 $ 3.7 $ 04 $ 0.3
Interest cos 2% 2% 0.1 0.2
Expected return on plan ass (3.2 (3.0 — —
Amortization of net actuarial loss from earlier ipelis 2.2 1.2 — —
Amortization of net prior service costs from earferiods 0.2 0.2 0.1 0.1
Settlement los — 1.€ — —

Net periodic expens $ 7.3 $7.C $ 0.6 $ 0.6

Nine Months Ended September 3C
Pension Plans Other Retirement Plans

2012 2011 2012 2011

Components of net periodic expense
Service cos $14.2 $11.2 $ 11 $ 0.¢
Interest cos 9.8 9.¢ 0.t 0.€
Expected return on plan ass (9.3 (9.0 — —
Amortization of net actuarial loss from earlier ipelis 6.€ 3.7 — —
Amortization of net prior service costs from earferiods 0.t 0.t 0.2 0.2
Settlement los — 1.€ — —

Net periodic expens $22.0 $18.( $ 1.8 $ 1.7

The Company contributed $17.8 million to its U.@ded pension plan and made payments of $1.9 miléitated to its unfunded
U.S. DBPPs and $0.4 million to its U.S. other estient plans, respectively during the nine monthiedrSeptember 30, 2012. The Company

presently anticipates making additional payment$lof million related to its unfunded U.S. DBPPd &0.2 million to its U.S. other

retirement plans during the remainder of 2012.
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NOTE 13. INDEBTEDNESS
The following table summarizes total indebtedness:

September 3C December 31
2012 2011
2012 Facility $ — $ —
Commercial pape — —
Notes Payable
Series 2005-1 Notes, due 2015; which includesadhre f
value of interest rate swap of $18.4 million at 201
and $11.5 million at 201 318.¢ 311t
Series 200-1 Notes due 201 300.(C 300.(
2010 Senior Notes, due 2020, net of unamortizecbdist of
$2.6 million in 2012 and $2.7 million in 20: 497 £ 497.:
2012 Senior Notes, due 2022, net of unamortizecbdist of
$3.9 million in 2012 496.1 —
2008 Term Loan, various payments through 2 95.¢€ 135.(
Total debt 1,707. 1,243.¢
Current portior (95.6) (71.9
Total lon¢-term debi $ 1,611 $ 1,172!

2012 Facility

On April 18, 2012, the Company and certain of itssdiaries entered into a $1 billion five-yearisgnunsecured revolving credit
facility in an aggregate principal amount of $1ibil that expires in April 2017. The 2012 Faciligplaces the $1 billion 2007 Facility that
was scheduled to expire in September 2012. Thespascfrom the 2012 Facility will be used for geheosporate purposes, including,
without limitation, support for the Company’s $1libn commercial paper program, share repurchasdsaquisition financings. Interest on
borrowings under the facility is payable at ratest tare based on LIBOR plus a premium that caneréiogn 77.5 basis points to 120 basis
points per annum of the outstanding amount, depgnoin the Company’s Debt/EBITDA ratio. The Compaisgo pays quarterly facility fees,
regardless of borrowing activity under the 2012ilkgcThese quarterly fees can range from 10 bpsists of the facility amount to 17.5
basis points, depending on the Company’s Debt/ BRI Ratio.

The 2012 Facility contains covenants that, amohgrahings, restrict the ability of the Company @sdubsidiaries, without the
approval of the lenders, to engage in mergers,daligiagions, asset sales, transactions with affi§aind sale-leaseback transactions or to incut
liens, as set forth in the facility agreement. PB&2 Facility also contains a financial covenaat tiequires the Company to maintain a Debt
to EBITDA Ratio of not more than 4 to 1 at the efidny fiscal quarter. Upon the occurrence of éeffimancial or economic events,
significant corporate events or certain other evennstituting an event of default under the 204&lRy, all loans outstanding under the
facility (including accrued interest and fees pdgabereunder) may be declared immediately duepagdble and all commitments under the
facility may be terminated.

2007 Facility

On September 28, 2007, the Company entered intoaffllion five-year senior, unsecured revolvirrgdit facility, expiring in
September 2012. The 2007 Facility served, in papupport the Company’s CP Program described betgerest on borrowings was
payable at rates that were based on LIBOR plugmipm that could range from 16.0 to 40.0 basistsaifithe outstanding borrowing
amount depending on the Debt/EBITDA ratio. The Campalso paid quarterly facility fees, regardleSbarrowing activity under the 2007
Facility. The quarterly fees for the 2007 Faciliznged from 4.0 to 10.0 basis points per annurhefdcility amount, depending on the
Company’s Debt/EBITDA ratio.
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The Company also paid a utilization fee of 5.0 asiints on borrowings outstanding when the agdgeegimount outstanding exceeded 50%
of the total facility. The 2007 Facility containedrtain covenants that, among other things, réstrithe ability of the Company and certain of
its subsidiaries, without the approval of the lesde engage in mergers, consolidations, asses,sshnsactions with affiliates and sale-
leaseback transactions or to incur liens, as défim¢he related agreement. The 2007 Facility atsttained financial covenants that, among
other things, required the Company to maintain btEBITDA ratio of not more than 4.0 to 1.0 at #wad of any fiscal quarter. On April 18,
2012, the 2007 Facility was replaced by the 201dliBadescribed above.

Commercial Paper

On October 3, 2007, the Company entered into afiplacement commercial paper program under vthiglCompany may issue CP
notes up to a maximum amount of $1.0 billion. Amisuavailable under the CP Program may be re-bodoiiee CP Program is supported
by the Company’s 2012 Facility. The maturitiestaf CP Notes will vary, but may not exceed 397 deys the date of issue. The CP Notes
are sold at a discount from par or, alternativedld at par and bear interest at rates that wilf based upon market conditions at the time of
issuance. The rates of interest will depend on kdrehe CP Notes will be a fixed or floating rafbe interest on a floating rate may be based
on the following: (a) certificate of deposit rafb) commercial paper rate; (c) federal funds rat® ] IBOR; (e) prime rate; (f) Treasury rate
(g) such other base rate as may be specified upglement to the private placement agreement. Th@1©gram contains certain events of
default including, among other things: non-paynadmrincipal, interest or fees; entrance into aomyf of moratorium; and bankruptcy and
insolvency events, subject in certain instancesite periods.

Notes Payable

On September 30, 2005, the Company issued andtsoldgh a private placement transaction, $300.0anihggregate principal
amount of its Series 2005-1 Senior Unsecured Nohdes2015 pursuant to the 2005 Agreement. The S20i@5-1 Notes have a ten-year term
and bear interest at an annual rate of 4.98%, pagaimi-annually on March 30 and September 30.¢eds from the sale of the Series 2005-
1 Notes were used to refinance $300.0 million agapes principal amount of the Compasyutstanding 7.61% senior notes which mature
September 30, 2005. In the event that Moody’s jadlysr part, of the Series 2005-1 Notes in advafdbeir maturity, such prepayment will
be subject to a Make Whole Amount. The Series 2D0Btes are subject to certain covenants that, grothrer things, restrict the ability of
the Company and certain of its subsidiaries, witlibe approval of the lenders, to engage in meygerssolidations, asset sales, transactions
with affiliates and sale-leaseback transactiorn® ancur liens, as defined in the related agreement

On September 7, 2007, the Company issued andrsoldgh a private placement transaction, $300.0aonithggregate principal amount
of its 6.06% Series 2007-1 Senior Unsecured Nates2®17 pursuant to the 2007 Agreement. The S2oi@s-1 Notes have a ten-year term
and bear interest at an annual rate of 6.06%, pagaimi-annually on March 7 and September 7. Utideterms of the 2007 Agreement, the
Company may, from time to time within five years,tis sole discretion, issue additional seriesesfi@ notes in an aggregate principal
amount of up to $500.0 million pursuant to one @rensupplements to the 2007 Agreement. The Compeyyprepay the Series 2007-1
Notes, in whole or in part, at any time at a pegeal to 100% of the principal amount being prepglids accrued and unpaid interest ai
Make Whole Amount. The 2007 Agreement contains pamés that limit the ability of the Company, andtam of its subsidiaries to, among
other things: enter into transactions with afféisit dispose of assets, incur or create liens, ariteany sale-leaseback transactions, or merge
with any other corporation or convey, transfereade substantially all of its assets. The Compaust mdso not permit its Debt/EBITDA ratio
to exceed 4.0 to 1.0 at the end of any fiscal guart

On August 19, 2010, the Company issued $500 miliggregate principal amount of unsecured notegumbéic offering. The 2010
Senior Notes bear interest at a fixed rate of 5.830% mature on September 1, 2020. Interest onth@ Senior Notes will be due semi-
annually on September 1 and March 1 of each yearmmencing March 1, 2011. The
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Company may prepay the 2010 Senior Notes, in wbiole part, at any time at a price equal to 100%hefprincipal amount being prepaid,
plus accrued and unpaid interest and a Make-Wholeukt. Additionally, at the option of the holderfgive notes, the Company may be
required to purchase all or a portion of the nofgsn occurrence of a “Change of Control Triggefivgnt,” as defined in the 2010 Indenture,
at a price equal to 101% of the principal amouatebf, plus accrued and unpaid interest to the afgterchase. The 2010 Indenture contains
covenants that limit the ability of the Company aedtain of its subsidiaries to, among other thimgsur or create liens and enter into sale
and leaseback transactions. In addition, the Inolerdontains a covenant that limits the abilityhef Company to consolidate or merge with
another entity or to sell all or substantially @llits assets to another entity. The 2010 Indentardains customary default provisions. In
addition, an event of default will occur if the Cpamy or certain of its subsidiaries fail to pay ghicipal of any indebtedness (as defined in
the 2010 Indenture) when due at maturity in an egate amount of $50 million or more, or a defaatiuss that results in the acceleration of
the maturity of the Company’s or certain of its sidiaries’ indebtedness in an aggregate amounb@idillion or more. Upon the occurrence
and during the continuation of an event of defaatiier the 2010 Indenture, the notes may become diiatedy due and payable either
automatically or by the vote of the holders of mitv@n 25% of the aggregate principal amount obfathe notes then outstanding.

On November 4, 2011, in connection with the actjoisiof Copal, a subsidiary of the Company issu&d4.2 million non-interest
bearing note to the sellers which represented @opoof the consideration transferred to acquiee@opal entities. If a seller subsequently
transfers to the Company all of its shares, the @om must repay the seller its proportion of thagipal on the later of (i) the fourth
anniversary date of the note or (ii) within a tifr@me set forth in the acquisition agreement ne¢ato the resolution of certain income tax
uncertainties pertaining to the transaction. Otlimewthe Company must repay any amount outstaradirthe earlier of (i) two business days
subsequent to the exercise of the put/call opticectjuire the remaining shares of Copal or (ii)térgh anniversary date of the issuance o
note. The Company has the right to offset paymétite@note against certain indemnification asssteeaiated with UTPs related to the
acquisition, which are more fully discussed in Noté\ccordingly, the Company has offset the liapifor this note against the
indemnification asset, thus no balance for thigm@tarried on the Company’s consolidated balaheet at September 30, 2012 and
December 31, 2011. In the event that the Companydumot be required to settle amounts related eédtfiPs, the Company would be
required to pay the sellers the principal in acaor# with the note agreement. The Company may yptépanote in accordance with certain
terms set forth in the acquisition agreement.

On August 20, 2012, the Company issued $500 miliggregate principal amount of unsecured notesinbéic offering. The 2012
Senior Notes bear interest at a fixed rate of 4.8@% mature on September 1, 2022. Interest on@h2 3enior Notes will be due semi-
annually on September 1 and March 1 of each yearmntencing March 1, 2013. The Company may prepag®i€ Senior Notes, in whole
in part, at any time at a price equal to 100% efgihincipal amount being prepaid, plus accruedwanmhid interest and a Make-Whole
Amount. Additionally, at the option of the holderthe notes, the Company may be required to psechl or a portion of the notes upon
occurrence of a “Change of Control Triggering Eyeas defined in the 2012 Indenture, at a priceabtu101% of the principal amount
thereof, plus accrued and unpaid interest to the afgpurchase. The 2012 Indenture contains covsrthat limit the ability of the Company
and certain of its subsidiaries to, among otherghj incur or create liens and enter into salel@mseback transactions. In addition, the 2012
Indenture contains a covenant that limits the gbdf the Company to consolidate or merge with hapentity or to sell all or substantially all
of its assets to another entity. The 2012 Indentargains customary default provisions. In additmm event of default will occur if the
Company or certain of its subsidiaries fail to plag principal of any indebtedness (as defined én2®12 Indenture) when due at maturity in
an aggregate amount of $50 million or more, orfaweoccurs that results in the acceleration efrtmaturity of the Company’s or certain of
its subsidiaries’ indebtedness in an aggregate ataf$50 million or more. Upon the occurrence dadng the continuation of an event of
default under the Indenture, the 2012 Senior noi#g become immediately due and payable either attoatly or by the vote of the holders
of more than 25% of the aggregate principal amofiatl of the notes then outstanding.
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2008 Term Loan

On May 7, 2008, Moody'’s entered into a five-yedr5@.0 million senior unsecured term loan with saelvEmders due at various times
through May 7, 2013. Proceeds from the loan weeel tis pay off a portion of the CP outstanding. ieséon borrowings under the 2008
Term Loan is payable quarterly at rates that asetb@n LIBOR plus a margin that can range from &8s points to 175 basis points
depending on the Company’s Debt/EBITDA ratio. Tl#standing borrowings shall amortize in accordamitk the schedule of payments set
forth in the 2008 Term Loan outlined in the tabégdov.

The 2008 Term Loan contains restrictive covenadrds among other things, restrict the ability ¢f lompany to engage or to permit
subsidiaries to engage in mergers, consolidat@seet sales, transactions with affiliates and lsglseback transactions or to incur, or permit
its subsidiaries to incur, liens, in each casejesuito certain exceptions and limitations. The@0U@rm Loan also limits the amount of debt
that subsidiaries of the Company may incur. In tidi the 2008 Term Loan contains a financial cargrthat requires the Company to

maintain a Debt/EBITDA ratio of not more than 40010 at the end of any fiscal quarter.
The principal payments due on the Company'’s lomgr-teorrowings for each of the next five years arspnted in the table below:

2008 Termr Series 200-1 Series 200-1 2010 Senio 2012 Senio

Year Ended December 31 Loan Notes Notes Notes Notes Total
2012 (after September 30,) $ 31¢8 — $ — $ — $ — $ 31k
2013 63.¢ — — — — 63.¢
2014 — — — — — —
2015 — 300.C — — — 300.C
2016 — — — — — —
Thereaftel — — 300.( 500.( 500.( 1,300.(
Total $ 95. $ 300.( $ 300.( $ 500.( $ 500.( $1,695.¢

In the fourth quarter of 2010, the Company enténéaslinterest rate swaps with a total notional antaf $300 million which
converted the fixed rate of interest on the Se2@35-1 Notes to a floating LIBOR-based interest.raiiso, on May 7, 2008, the Company
entered into interest rate swaps with a total mati@mount of $150 million to protect against fluations in the LIBORbased variable intere
rate on the 2008 Term Loan. Both of these intamstswaps are more fully discussed in Note 7 above

At September 30, 2012, the Company was in compiavith all covenants contained within all of théotlagreements. In addition
to the covenants described above, the 2012 Fachigy2007 Facility, the 2005 Agreement, the 20@¥e&ment, the 2012 Senior Notes, the
2010 Senior Notes and the 2008 Term Loan contaissalefault provisions. These provisions statedbgult under one of the
aforementioned debt instruments could in turn peleniders under other debt instruments to declaretvings outstanding under those
instruments to be immediately due and payable.fAeptember 30, 2012, there were no such crossiltiefa
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Interest expense, net
The following table summarizes the components w&frast as presented in the consolidated staterobafgerations:

Three Months Ended Nine Months Ended
September 30 September 30

2012 2011 2012 2011
Income $ 1.2 $ 1€ $ 3.7 $ 3¢
Expense on borrowing (19.9 (16.2) (52.7) (48.9)
Income (expense) on UTPs and other tax relateditieb (a) .7 0.¢ 1.8 (6.2
Legacy Tax (b 4.4 — 4.4 3.7
Capitalized 0.1 0.8 — 2.2
Total $ (159 $(12.9 $(42.2) 3$(45.2

(@) The nine months ended September 30, 2012 arsountdins a benefit of approximately $7 millionateld to the settlement of state and
local income tax audit:

(b) The 2012 amounts represent a reversal of $dlimof accrued interest relating to the favombésolution of a Legacy Tax Matter for
the 2005 and 2006 tax years. The 2011 amountsseqra reversal of $2.8 million of accrued inteeegiense relating to the favorable
resolution of a Legacy Tax Matter and $0.9 millafrinterest income related to a -spinoff tax year

The following tables shows the cash paid for irgere

Nine Months Ended
September 30
2012 2011

Interest paid* $ 97.1 $ 63.€

* Interest paid includes payments of interest netpto the settlement of income tax audits in fh& fluarter of 2012 as well as net
settlements on interest rate swaps more fully dised in Note 7

The Company’s long-term debt, including the curygmtion, is recorded at cost except for the S&2#35-1 Notes which are
carried at cost adjusted for the fair value ofraerest rate swap used to hedge the fair valuleeofivte. The fair value and carrying value of
the Company’s long-term debt as of September 302 20id December 31, 2011 are as follows:

September 30, 201 December 31, 201
Estimated Fair Estimated Fair

Carrying Carrying

Amount Value Amount Value
Series 2005-1 Notes* $ 318« $ 315.F $ 311.¢ $ 316.t
Series 200-1 Notes 300.C 335.¢ 300.C 332.7
2010 Senior Note 497 . 554.¢ 497.c 525.¢
2012 Senior Note 496.1 530.4 — —
2008 Term Loat 95.€ 95.¢€ 135.( 135.(
Total $1,707.* $ 1,832.( $1,243.¢ $ 1,309.¢

* The carrying amount includes an $18.4 million &id..5 million fair value adjustment on an intenege hedge at September 30, 2012 and
December 31, 2011, respective
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The fair values of the Company’s 2012 Senior Natas$ 2010 Senior Notes are based on quoted maikespthe fair value of
the remaining long-term debt, which is not publitlded, is estimated using discounted cash floitfsimputs based on prevailing interest
rates available to the Company for borrowings withilar maturities.

NOTE 14. CONTINGENCIES

From time to time, Moody’s is involved in legal atak proceedings, governmental investigationspdaand litigation that
are incidental to the Company’s business, includiagms based on ratings assigned by MIS. Moody&so subject to ongoing tax audits in
the normal course of business. Management peribbdassesses the Company’s liabilities and contieges in connection with these matters
based upon the latest information available. Mosdifscloses material pending legal proceedingsupmtso SEC rules and other pending
matters as it may determine to be appropriate.

Following the events in the U.S. subprime residgmiiortgage sector and the credit markets moredbyasver the last
several years, MIS and other credit rating ageraieghe subject of intense scrutiny, increasedlatign, ongoing investigation, and civil
litigation. Legislative, regulatory and enforcementities around the world are considering addéidegislation, regulation and enforcement
actions, including with respect to MIS’s compliarveith newly imposed regulatory standards. Moodyds heceived subpoenas and inquiries
from states attorneys general and other governinautiaorities and is responding to such investayetiand inquiries.

In addition, the Company is facing litigation framarket participants relating to the performanc#t| rated securities.
Although Moody’s in the normal course experienagshditigation, the volume and cost of defendingtslitigation has significantly
increased following the events in the U.S. subpniegidential mortgage sector and the credit markete broadly over the last several years.

On June 27, 2008, the Brockton Contributory RetgetrBystem, a purported shareholder of the Compagurities, filed
a purported shareholder derivative complaint orabfedf the Company against its directors and cersgnior officers, and the Company as
nominal defendant, in the Supreme Court of theeStatNew York, County of New York. The plaintiff serted various causes of action
relating to the named defendants’ oversight of MI&tings of RMBS and constant-proportion debtgailons, and their participation in the
alleged public dissemination of false and mislegdiriormation about MIS’s ratings practices andidailure to implement internal
procedures and controls to prevent the alleged ggoimg. The plaintiff sought compensatory damagestjtution, disgorgement of profits
and other equitable relief. On July 2, 2008, ThofRaElynn, a purported shareholder of the Compasgtaurities, filed a similar purported
shareholder derivative complaint in the SupremerCafithe State of New York, County of New Yorksasting similar claims and seeking
the same relief. The Flynn and Brockton cases wensolidated and plaintiffs filed an amended cadstdd complaint in November 2008.
Similar claims were subsequently filed on Octob&r2008 by the Louisiana Municipal Police EmployBetirement System in the United
States District Court for the Southern DistrictNg#w York, on December 9, 2008 by Rena Nadoff inSbhpreme Court of the State of New
York and on July 6, 2009 by W. A. Sokolowski in ttrited States District Court for the Southern Béstof New York. On July 19, 2012,
plaintiffs in the above shareholder derivative @usifiled in the United States District Court foetSouthern District of New York a motion
for preliminary approval of a proposed settleméat wvould resolve all pending shareholder deriatiases. The settlement calls for Mocdy’
to adopt and maintain certain corporate governahaeges for a period of two years. In connectiah Wie settlement, the Company agreed
not to oppose an application for attorreefees and costs in an amount not to exceed $41B6mOn July 20, 2012, the District Court grad
preliminary approval of the settlement. On Septen@)@012, the District Court held a final settlethkearing and, on September 7, 2012,
entered a Final Order and Judgment. No sharehblteappealed the Final Order and Judgment, artthitbdor an appeal to be filed expired
on October 9, 2012.
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Two purported class action complaints have beed tily purported purchasers of the Company’s séesidagainst the
Company and certain of its senior officers, assgrtiaims under the federal securities laws. Tist fas filed by Raphael Nach in the U.S.
District Court for the Northern District of Illineion July 19, 2007. The second was filed by Teas&iecal 282 Pension Trust Fund in the
United States District Court for the Southern Déstof New York on September 26, 2007. Both actibage been consolidated into a single
proceeding entitled In re Moody’s Corporation Sé@s Litigation in the U.S. District Court for tigouthern District of New York. On
June 27, 2008, a consolidated amended complainfilwdspurportedly on behalf of all purchasersted Company’s securities during the
period February 3, 2006 through October 24, 2004infs allege that the defendants issued fals#/@ misleading statements concerning
the Company'’s business conduct, business prospetifiess conditions and financial results relagiriarily to MIS’s ratings of structured
finance products including RMBS, CDO and constapprtion debt obligations. The plaintiffs seekuarspecified amount of compensatory
damages and their reasonable costs and expense®thin connection with the case. The Company midoedismissal of the consolidated
amended complaint in September 2008. On Februgr2@®, the court issued an opinion dismissingagextlaims and sustaining others. On
January 22, 2010, plaintiffs moved to certify asslaf individuals who purchased Moody’s Corporattommon stock between February 3,
2006 and October 24, 2007, which the Company omhd@3e March 31, 2011, the court issued an opinemyihg plaintiffs’ motion to certify
the proposed class. On April 14, 2011, plaintifiisdf a petition in the United States Court of Aplsdar the Second Circuit seeking
discretionary permission to appeal the decisio Tbmpany filed its response to the petition onil&%, 2011. On July 20, 2011, the Sec
Circuit issued an order denying plaintiffs’ petitiéor leave to appeal.

On August 25, 2008, Abu Dhabi Commercial Bank filedurported class action in the United Statesridistourt for the
Southern District of New York asserting numerousowmn-law causes of action against two subsidiarfieke Company, another rating
agency, and Morgan Stanley & Co. The action relatecurities issued by a structured investmehicie called Cheyne Finance (the
“Cheyne SIV")and seeks, among other things, compensatory aritiyeutlamages. The central allegation againstaltiag agency defenda
is that the credit ratings assigned to the seesriisued by the Cheyne SIV were false and misigath early proceedings, the court
dismissed all claims against the rating agencyriifets except those for fraud and aiding and algeftaud. In June 2010, the court denied
plaintiff's motion for class certification, and atidnal plaintiffs were subsequently added to thenplaint. In January 2012, the rating agency
defendants moved for summary judgment with resgetite fraud and aiding and abetting fraud claifddso in January 2012, in light of new
New York state case law, the court permitted tlangiffs to file an amended complaint that reasskpreviously dismissed claims agains
defendants for breach of fiduciary duty, negligemmgligent misrepresentation, and related aidimyabetting claims. In May 2012, the
court, ruling on the rating agency defendants’ oto dismiss, dismissed all of the reassertednsl@xcept for the negligent
misrepresentation claim, and on September 19, 24ftet, further proceedings, the court also disntighe negligent misrepresentation claim.
On August 17, 2012, the court ruled on the ratiggneies’ motion for summary judgment on the pléfisitremaining claims for fraud and
aiding and abetting fraud. The court dismissedyhiole or in part, the fraud claims of four plaifgifis against Moody’s but allowed the fraud
claims to proceed with respect to certain claimered of those plaintiffs and the claims of the rammg 11 plaintiffs. The court also dismis
all claims against Moody'’s for aiding and abettfrajud. Trial on the remaining fraud claims agathst rating agencies, and on claims against
Morgan Stanley for aiding and abetting fraud andnegligent misrepresentation, is scheduled for [2@33. According to plaintiffs’ most
recent litigation disclosures, plaintiffs have ats that their total alleged compensatory damagest all defendants, consisting of alleged
lost principal and lost interest, plus statutorteiest, are approximately $713 million. Howeveis figure includes approximately $303
million dollars of damages asserted in connectigh wlaims that have been dismissed against Moodg she court’'s August 17, 2012
ruling, noted above. Three of the four plaintiffeage claims were dismissed against Moody's, wilnts aggregating approximately $288
million, have filed motions for reconsideration.
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In October 2009, plaintiffs King County, Washingtand lowa Student Loan Liquidity Corporation eaitddf substantially
identical putative class actions in the Southerstrizit of New York against two subsidiaries of thempany and several other defendants,
including two other rating agencies and IKB Deutstidustriebank AG. These actions arise out ofgtiments in securities issued by a
structured investment vehicle called Rhinebridge(fiie “Rhinebridge SIV”) and seek, among othendki compensatory and punitive
damages. Each complaint asserted a claim for contawofraud against the rating agency defendanisgialg, among other things, that the
credit ratings assigned to the securities issueithdyRhinebridge SIV were false and misleading. ddme is pending before the same judge
presiding over the litigation concerning the Che$hé, described above. In April 2010, the courtiddrthe rating agency defendantsotion
to dismiss. In June 2010, the court consolidatedwlo cases and the plaintiffs filed an amendedptaimt that, among other things, added
Morgan Stanley & Co. as a defendant. In Januarp 2@dlight of new New York state case law, thertq@ermitted the plaintiffs to file an
amended complaint that asserted claims againsatimg agency defendants for breach of fiduciarty duegligence, negligent
misrepresentation, and aiding and abetting claimslay 2012, the court, ruling on the rating agedejendantsimotion to dismiss, dismiss
all of the new claims except for the negligent mgesentation claim and a claim for aiding andtatzefraud; on September 28, 2012, after
further proceedings, the court also dismissed dugigent misrepresentation claim. Plaintiffs hawvastfar not sought class certification. On
September 7, 2012 the rating agencies filed a mdtiosummary judgment dismissing the remainingntéaagainst them. In the course of the
proceedings, the two plaintiffs have assertedttigit total compensatory damages, consisting efjalll lost principal and lost interest, plus
statutory interest, equal approximately $70 millionJune 2012, defendants IKB Deutsche Industrikl#6G and IKB Credit Asset
Management GmbH informed the court that they hagteted a confidential settlement agreement withpthiatiffs.

For claims, litigation and proceedings not relatedhcome taxes, where it is both probable thélality is expected to be
incurred and the amount of loss can be reasonatiim&ed, the Company records liabilities in thesmidated financial statements and
periodically adjusts these as appropriate. In ott&ances, because of uncertainties related tprtiiable outcome and/or the amount or
range of loss, management does not record a tiabilit discloses the contingency if significant. @dditional information becomes available,
the Company adjusts its assessments and estinfateshomatters accordingly. In view of the inheréificulty of predicting the outcome of
litigation, regulatory, enforcement and similar teeg and contingencies, particularly where thentdaits seek large or indeterminate damages
or where the parties assert novel legal theoriédBeomatters involve a large number of parties@hepany cannot predict what the eventual
outcome of the pending matters will be or the tigniri any resolution of such matters. The Compasyg ahnnot predict the impact (if any)
that any such matters may have on how its busisesmducted, on its competitive position or orfittencial position, results of operations
cash flows. As the process to resolve the pendiaigens referred to above progresses, managemermowtinue to review the latest
information available and assess its ability tadprethe outcome of such matters and the effetc&)yi, on its operations and financial
condition. However, in light of the large or indeteénate damages sought in some of them, the absésimilar court rulings on the theories
of law asserted and uncertainties regarding appuortent of any potential damages, an estimate afatinge of possible losses cannot be made
at this time. For income tax matters, the Companpleys the prescribed methodology of Topic 740hef ASC which requires a company to
first determine whether it is more-likely-than-ridefined as a likelihood of more than fifty perdaiiat a tax position will be sustained based
on its technical merits as of the reporting dassuaning that taxing authorities will examine thsipon and have full knowledge of all
relevant information. A tax position that meetsstimore-likely-than-not threshold is then measuratir@cognized at the largest amount of
benefit that is greater than fifty percent liketylte realized upon effective settlement with artgxauthority.

Legacy Tax Matters

Moody’s continues to have exposure to potentidllities arising from Legacy Tax Matters. As of $&pber 30, 2012, Moody's
has recorded liabilities for Legacy Tax Matteratioig $38.9 million. This includes liabilities armdcrued interest due to New D&B arising
from the 2000 Distribution Agreement. It is possilitat the ultimate liability for Legacy Tax Mattezould be greater than the liabilities
recorded by the Company, which could result in Goltial charges that may be material to Moody’s feitteported results, financial position
and cash flows.
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The following summary of the relationships amongddy's, New D&B and their predecessor entities ipamant in
understanding the Company’s exposure to the Le@azyMatters.

In November 1996, The Dun & Bradstreet Corporatieparated into three separate public companiesDUhe% Bradstreet
Corporation, ACNielsen Corporation and Cognizantpdeation. In June 1998, The Dun & Bradstreet Coapion separated into two separate
public companies: Old D&B and R.H. Donnelley Comggayn. During 1998, Cognizant separated into twzasate public companies: IMS
Health Incorporated and Nielsen Media Research,lin8eptember 2000, Old D&B separated into twaasaie public companies: New D&B
and Moody's.

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mesis. These initiatives are
subject to normal review by tax authorities. Old B&nd its predecessors also entered into a sdrag@ements covering the sharing of any
liabilities for payment of taxes, penalties ancekiest resulting from unfavorable IRS determinationgertain tax matters, and certain other
potential tax liabilities, all as described in swdreements. Further, in connection with the 20@@ibution and pursuant to the terms of the
2000 Distribution Agreement, New D&B and Moody’sveaagreed on the financial responsibility for aoygmtial liabilities related to these
Legacy Tax Matters.

At the time of the 2000 Distribution, New D&B paitioody’s $55.0 million for 50% of certain anticipdtéuture tax benefits
through 2012. In the event that these tax benafésot claimed or otherwise not realized by NewH)&r there is an IRS audit of New D&B
impacting these tax benefits, Moody’s would be reslito repay to New D&B an amount equal to theaimted value of its share of the
related future tax benefits as well as its shar@ngftax liability incurred by New D&B. In Septemtz012, New D&B effectively settled IRS
examinations for its 2005 and 2006 tax years. Aesalt, in the third quarter of 2012, Moody'’s resed a reduction of accrued interest
expense of $4.4 million ($2.6 million, net of taa)d a reduction of other liabilities of $12.8 nahi, which was recorded as other non-
operating income, relating to amounts due to NewBDEa June 2011, the statute of limitations for NB&B relating to its 2004 tax year
expired. As a result, in the second quarter of 20Adody’s recorded a reduction of accrued inteeggiense of $2.8 million ($1.7 million, net
of tax) and a reduction of other liabilities of @nillion, which was recorded as other non-opegaiittome, relating to amounts due to New
D&B. As of September 30, 2012, Moody'’s liability twirespect to this matter totaled $36.8 million.

Additionally, in April 2011, Moody’s received a tefd of $0.9 million ($0.6 million, net of tax) fanterest assessed related to pre-
spinoff tax years.

In 2005, settlement agreements were executed héthRS with respect to certain Legacy Tax Mattelated to the years 1989-
1990 and 1993-1996. With respect to these settlnbtoody’s and New D&B believed that IMS HealttdahMR did not pay their full
share of the liability to the IRS under the termithe applicable separation agreements betweepdties. Moody’s and New D&B
subsequently paid these amounts to the IRS and eoed arbitration proceedings against IMS HealthMMR to resolve this dispute.
Pursuant to these arbitration proceedings, the @amnpeceived $10.8 million ($6.5 million as a retifue of interest expense and $4.3 million
as a reduction of tax expense) in 2009. The afonéioreed settlement payment resulted in net incoaerefits of $8.2 million in 2009. The
Company continues to carry a $2.1 million liability this matter.
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NOTE 15. SEGMENT INFORMATION

The Company is organized into three operating saeggné) MIS, (i) MA and (iii) an immaterial opetiag segment that provides fixed
income pricing services in the Asia Pacific regidhis aforementioned immaterial operating segmestlieen aggregated with the MA
operating segment based on the fact that it haitasietonomic characteristics to MA. AccordingllgetCompany reports in two reportable
segments: MIS and MA. The MIS segment is comprideall of the Company’s ratings activities. All Bfoody’s other norrating commercis
activities are included in the MA segment.

The MIS segment consists of four lines of businessrporate finance, structured finance, financiatitations and public, project and
infrastructure finance—that generate revenue paibi from fees for the assignment and ongoing fooimg of credit ratings on debt
obligations and the entities that issue such otitiga in markets worldwide.

The MA segment, which includes all of the Compamos-rating commercial activities, develops a wialege of products and services
that support the risk management activities ofittnsonal participants in global financial markethe MA segment consists of three lines of
business — RD&A, enterprise risk solutions (formeramed risk management software) and professgaraices. Additionally, in the first
quarter of 2012, a division within the PS LOB whjmovided various financial modeling services wassferred to the ERS LOB.
Accordingly, the prior year revenue by LOB for MAdbeen reclassified to reflect the transfer &f division.

In the fourth quarter of 2011, subsidiaries of @@npany acquired Copal and B&H. Copal is an outsmdiresearch and consulting
business. B&H is a provider of insurance risk mamagnt tools. B&H and Copal are part of the MA segnaad their revenue is included in
the ERS and PS LOB’s within MA, respectively.

Revenue for MIS and expenses for MA include anrg@gment royalty charged to MA for the rights te asid distribute content, data
and products developed by MIS. Also, revenue for & expenses for MIS include an intersegmentlieeged to MIS from MA for certain
MA products and services utilized in MIS’s rating®cess. Additionally, overhead costs and corpaapenses of the Company which
exclusively benefit only one segment, are fullyrfeal to that segment. Overhead costs and corpexptnses of the Company which benefit
both segments are allocated to each segment basedevenue-split methodology. Overhead expenshsda costs such as rent and
occupancy, information technology and support stath as finance, human resources and informamblogy. Beginning on January 1,
2012, the Company refined its methodology for atowy certain overhead departments to its segnteristter align the costs allocated ba
on each segment’s usage of the overhead servieerefined methodology is reflected in the segmestilts for the three and nine months
ended September 30, 2012 and accordingly, the segemults for the three and nine months endedeBdr 30, 2011 have been reclass
to conform to the new presentation. “Eliminationsthe table below represent intersegment reverperese.
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Financial Information by Segment

The table below shows revenue, Adjusted Operatingrhe and operating income by reportable segmetjtisted Operating Income is
a financial metric utilized by the Company’s chigferating decision maker to assess the profitgalifieach reportable segment.

Three Months Ended September 3C

2012 2011
MIS MA Eliminations Consolidatec MIS MA Eliminations Consolidatec
Revenue $ 491.: $21871 $ (209 $ 6885 $ 368z $182fF $ (199 $ 531.:
Operating, SG&# 252.2 163.2 (20.9) 394.7 200.F8 134.¢ (19.9 316.(
Adjusted Operating Inconr 238.¢ 54.¢ — 293.¢ 167.% 47.€ — 215.2
Depreciation and amortizatic 11.C 13.1 — 24.1 9.6 9.1 — 19.C
Restructuring — — — — 0.2 — — 0.2
Operating incomi $ 227¢ $41¢& 3 — $ 2697 $ 157¢ $38f $ — $ 196.]

Nine Months Ended September 3C

2012 2011
MIS MA Eliminations Consolidatec MIS MA Eliminations Consolidatec
Revenue $1,419.6 $617.7 $ (619 $ 1,976.. $1,251.( $519.« $ (56.) $ 1,713.¢
Operating, SG&# 684.C  466.€ (61.9) 1,089.: 606.1 389.¢ (56.5) 938.1
Adjusted Operating Inconr 735.¢ 151.1 — 886.¢ 644.¢ 130.( — 774.¢
Depreciation and amortizatic 32.¢ 36.¢ — 69.7 31.C 27.5 — 58.t
Restructuring — — — — 0.1 — — 0.1
Operating incom: $ 702.¢ $114.: % — $ 817.. $ 613.f $102t $ — $ 7161
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MIS and MA Revenue by Line of Business
The table below presents revenue by LOB within eaplertable segment:

Three Months Ended September 3C Nine Months Ended September 3C
2012 2011 2012 2011
MIS:
Corporate finance (CFC $ 220.7 $ 129.( $ 612.7 $ 510.¢
Structured finance (SF( 93.1 82.C 278.1 257.1
Financial institutions (FIG 82.7 72.1 239.c 228.1
Public, project and infrastructure finance (PF 77.C 68.2 237.: 205.:
Total external revenu 473.F 351.¢ 1,367.¢ 1,202.(
Intersegment royalt 17.¢ 16.€ 52.4 49.(
Total 491.C 368.2 1,419.¢ 1,251.(
MA:
Research, data and analytics (RD& 123.¢ 115.2 364.7 335.¢
Enterprise risk solutions (ER: 64.C 50.¢ 163.€ 135.%
Professional services (P 27.2 13.¢ 80.4 40.C
Total external revenu 215.( 179.¢ 608.7 511.¢
Intersegment revent 3.1 2.€ 9.C 7.8
Total 218.1 182.t 617.7 519.
Eliminations (20.9 (19.9 (61.49) (56.8)
Total MCO $ 688.5 $ 531.c $ 1,976. $ 1,713.¢
Consolidated Revenue Information by Geographic Area
Three Months Ended September 3C Nine Months Ended September 3C
2012 2011 2012 2011
United States $ 375.¢ $ 274.% $ 1,063. $ 890.7
International:
EMEA 203.: 163.1 590.4 532.1
Other 109.¢ 93.¢ 322t 290.¢
Total Internationa 313.] 257.( 912.¢ 822.¢
Total $ 688.f $ 531.c $ 1976.: $ 1,713
Total Assets by Segment:
September 30, 201. December 31, 201
Corporate Corporate
MIS MA Assets (a  Consolidatec MIS MA Assets (a  Consolidatec
Total Assets $912.¢ 1,262.. 1,487.! $ 3,662.0 $725.¢ 1,289.] 860.f $ 2,876.:

(8) Represents common assets that are shared betaele segment or utilized by the corporate erfliteh assets primarily include cash
and cash equivalents, st-term investments, unallocated property and equipmed deferred taxe
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NOTE 16. RECENTLY ISSUED ACCOUNTING STANDARDS

In May 2011, the FASB issued ASU No. 2011-04, “Amherents to Achieve Common Fair Value Measurementdsdosure Requirements
in U.S. GAAP and IFRS'The objective of this ASU is to achieve common failue measurement and disclosure requirementsSnGAAP
and IFRS. The amendments in this ASU change thdingused to describe current requirements in GMAAP for measuring fair value and
for financial statement disclosure about fair valugasurements. Some of the amendments in the AS8lfiydhe FASB's intent or change a
particular principle or requirement pertaining he application of existing fair value measuremexuirements or for disclosing information
about fair value measurements. The amendmentssil81J are required to be applied prospectively aredeffective for fiscal years
beginning after December 15, 2011. The Companycbaformed to the new disclosures required in tt#4JAn this Form 10Q for the three
months ended March 31, 2012.

In June 2011, the FASB issued ASU No. 2011-05,s@m&ation of Comprehensive Incom&hder the amendments in this ASU, an entity
two options for presenting its total comprehensnamme: to show its components along with the camepts of net income in a single
continuous statement, or in two separate but carisecstatements. The amendments in this ASU apeined to be applied retrospectively
and are effective for fiscal years, and interimiqas within those years, beginning after Decemtae2011, with early adoption permitted. In
December 2011, the FASB issued ASU No. 2011-12f¢bal of the Effective Date for Amendments to Bresentation of Reclassifications
of Items Out of Accumulated Other Comprehensiveine”, which indefinitely defers the requiremen®i§U No. 2011-05 to present on the
face of the financial statements reclassificatidjustments for items that are reclassified from @Qtet income in the statement(s) where the
components of net income and the components ofa@&presented. All other provisions of this ASU jelthare to be applied retrospectively,
are effective for fiscal years, and interim periadthin those years, beginning after December 03,12 The Company adopted all provisions
that were not deferred as of March 31, 2012. Ttopton of this ASU will not have any impact on tiempany’s consolidated financial
statements other than revising the presentatitheo€omponents of comprehensive income.

NOTE 17. SUBSEQUENT EVENTS

On October 23, 2012, the Board approved the demaraf a quarterly dividend of $0.16 per sharémfody’s common stock,
payable on December 10, 2012 to shareholders ofdext the close of business on November 20, 2012.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

This discussion and analysis of financial conditiol results of operations should be read in camjoum with the Moody’s
Corporation condensed consolidated financial statésnand notes thereto included elsewhere in ttasterly report on Form 10-Q.

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containssaod-Looking
Statements. See “Forward-Looking Statements” coneimgron page 79 for a discussion of uncertaintisks and other factors associated
with these statements.

The Company

Moody'’s is a provider of (i) credit ratings, (iijjedit and economic related research, data and taoadliools, (jii) software
solutions and related risk management servicesg(iantitative credit risk measures, financial g training and certification services and
(v) outsourced research and analytical servic@sstdutional customers. Moody’s has two reporta#gments: MIS and MA.

MIS, the credit rating agency, publishes credingg on a wide range of debt obligations and th#ies that issue such obligatic
in markets worldwide. Revenue is derived from thiginators and issuers of such transactions whadvlSeratings in the distribution of their
debt issues to investors.

The MA segment, which includes all of the Compamos-rating commercial activities, develops a wialege of products and
services that primarily support financial analyaisl risk management activities of institutionaltjpgzants in global financial markets. Within
its RD&A business, MA distributes research and diseeloped by MIS as part of its ratings procesduding in-depth research on major
debt issuers, industry studies and commentary picabcreditrelated events. The RD&A business also producesamnix research as well
data and analytical tools such as quantitativeitristt scores. Within its ERS business (formedferred to as RMS), MA provides software
solutions as well as related risk management sesvithe PS business provides outsourced reseatamatytical services and financial
training and certification programs.

Moody'’s purchased a majority stake in Copal in Noker 2011 which is currently a separate reportmgwithin MA and for
which revenues are reported within the PS LOB. Chmpany also purchased B&H in December 2011, wisiclurrently part of the ERS
reporting unit and LOB within MA.

Critical Accounting Estimates

Moody’s discussion and analysis of its financiahdition and results of operations are based oiCtrapany’s condensed
consolidated financial statements, which have Ipeepared in accordance with accounting principkrsegally accepted in the United States.
The preparation of these financial statements regioody’s to make estimates and judgments tliettafeported amounts of assets and
liabilities and related disclosures of contingesgeds and liabilities at the dates of the finarsialements and revenue and expenses durir
reporting periods. These estimates are based toribad experience and on other assumptions tleabelieved to be reasonable under the
circumstances. On an ongoing basis, Moody’s eveduigs estimates, including those related to reeeaaognition, accounts receivable
allowances, contingencies, restructuring, goodavilli acquired intangible assets, pension and otstrptirement benefits, stock-based
compensation, and income taxes. Actual resultsdiffgr from these estimates under different assionptor conditions. Item 7, MD&A, in
the Company’s annual report on Form 10-K for tharyended December 31, 2011, includes descriptibasme of the judgments that
Moody’s makes in applying its accounting estimatethese areas. Since the date of the annual repdform 10-K, there have been no
material changes to the Company’s critical accagnéistimates, except for an accounting policy chaetating to a change in the date for the
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Company’s annual goodwill impairment assessmenthvis discussed below as well as the integratiah®CSI reporting unit with the
training reporting unit in the second quarter o12® form the new Financial Services Training &adltification reporting unit. All other
disclosures relating to the Company’s critical aodng estimates pertaining to goodwill and othaguared intangible assets have not
changed from the Form 10-K filed with the SEC foe {year ended December 31, 2011.

Goodwill and Other Acquired Intangible Assets

Moody’s annually evaluates its goodwill for impa&nt at the reporting unit level, defined as an afieg segment or one level
below an operating segment. Historically, this wagormed as of November 30 or more frequentlynipairment indicators arose in
accordance with ASC Topic 350. In the second quaft2012, the Company changed the date of its @rnmsessment of goodwill
impairment to July 31 of each year. This is a cleaingnethod of applying an accounting principle ethinanagement believes is a preferable
alternative, as the new date of the assessmentris ciosely aligned with the Company’s annual sgit planning process. The change in the
assessment date does not delay, accelerate orapoigntial impairment charge. The Company haarahéhed that it is impracticable to
objectively determine projected cash flows andteglavaluation estimates that would have been used @ach July 31 of prior reporting
periods without the use of hindsight. As such,Gloenpany has prospectively applied the change in@rgoodwill impairment testing date
beginning in the second quarter of 2012.

At July 31, 2012, the Company had five primary méipg units: one in MIS that encompasses all of Blge ratings operations
and four reporting units within MA: RD&A, ERS, FSTahd Copal. The RD&A reporting unit encompassedthgibution of investor-
oriented research and data developed by MIS aopistratings process, in-depth research on nugbt issuers, industry studies, economic
research and commentary on topical events andt@edlytic tools. The ERS reporting unit considtsredit risk management and
compliance software that is sold on a license bsstiption basis as well as related advisory ses/for implementation and maintenance. In
the first quarter of 2012, a division formerly etRD&A reporting unit which provided various firaal modeling services was transferret
the ERS reporting unit. Additionally, in the secandhrter of 2012, the CSI reporting unit, which sisted of all operations relating to CSI
which was acquired in in November 2010, was integgrinto MA'’s training reporting unit to form theSFC reporting unit. The new FSTC
reporting unit consists of the portion of the MAsimess that offers both credit training as welbteer professional development training and
certification services. In the fourth quarter ofl20the Company acquired Copal which is deemea teelparate reporting unit at
September 30, 2012. Also, in December 2011, theganmacquired B&H which is part of the ERS repaytimit.

In 2011, the FASB issued an ASU which permits dityeto first assess qualitative factors to deterenivhether the fair value of a
reporting unit may be less than its carrying amdagifbre proceeding with a quantitative assessnidér.Company has adopted the provisions
of this ASU as of December 31, 2011 and accordirthly Company evaluates the recoverability of gdbdising a threestep impairment te
approach at the reporting unit level. In the fatgp, the Company assesses various qualitativer$atct determine whether the fair value of a
reporting unit may be less than its carrying amolira determination is made that, based on thditqtige factors, an impairment does not
exist, the Company is not required to perform ferttesting. If the aforementioned qualitative assent results in the Company concluding
that it is more likely than not that the fair valofa reporting unit may be less than its carryangpunt, the fair value of the reporting unit will
be determined and compared to its carrying valokidting goodwill. If the fair value of the reporgrunit exceeds the carrying value of the
assets assigned to that unit, goodwill is not imgzhaind the Company is not required to performhtirtesting. If the fair value of the
reporting unit is less than the carrying value,@mnpany must perform a third step of the impairntest to determine the implied fair value
of the reporting unit's goodwill. The implied faialue of the goodwill is determined based on tlifedince between the fair value of the
reporting unit and the net fair value of the idBalile assets and liabilities of the reporting uHithe implied fair value of the goodwill is less
than the carrying value, the difference is recogghias an impairment charge. For the reporting wiire the Company is consistently abl
conclude on impairment using only a qualitativerapph, the Company’s accounting policy is to perfthe second step of the
aforementioned goodwill impairment assessmentast lence every three years.
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Determining the fair value of a reporting unit ariadefinite-lived acquired intangible asset invadvthe use of significant
estimates and assumptions. These estimates and@s&sus include revenue growth rates and operatiargins used to calculate projected
future cash flows, risk-adjusted discount ratesyrieconomic and market conditions, and apprapdamparable market metrics. The
Company bases its fair value estimates on reasem@a@slmptions. However, as these estimates anthptssns are unpredictable and
inherently uncertain, actual future results mayedifrom these estimates. In addition, the Compalag makes certain judgments and
assumptions in allocating shared assets and tiabilio determine the carrying values for eachisofaporting units.

Goodwill is assigned to a reporting unit at theedahen an acquisition is integrated into one ofebiablished reporting units, and
is based on which reporting unit is expected tcefiefrom the synergies of the acquisition. Othesets and liabilities, including applicable
corporate assets, are allocated to the extentateeselated to the operation of respective repginits.

At July 31, 2012, the Company determined, basedctunal and forecasted operating results and cesther macroeconomic
uncertainties that there were indicators that #irevialue of the FSTC reporting unit may potenyidle less than its carrying amount. This fact
coupled with the aforementioned integration of @&h MA'’s other training businesses as well astthasfer of a division from the RD&A
reporting unit to the ERS reporting unit and thguasition of B&H after the November 30, 2011 gooliiwhpairment analysis date, resulted
in the Company performing a quantitative goodwilpiairment assessment on the RD&A, ERS and FSTCtregaunits at July 31, 2012.
Based on this assessment, the Company does netdéhat the goodwill relating to these reportimgisiis impaired at July 31, 2012, as the
fair value for these reporting units was in exagfstheir carrying values (see sensitivity analysishis excess as well as further detail on key
assumptions utilized in the derivation of the repgrunits’ fair value below).

The Company performed a qualitative analysis oMitS and Copal reporting units and determined ithatas not more likely tha
not that the fair value of these reporting unitsJess than their carrying amounts. The most siaif estimates in these qualitative
assessments were projected results for each negantit and the weighted average cost of capitéhQ@). The qualitative assessment also
considered the impact of various macroeconomic itiond as well as factors specific to the reportimgt that could impact future cash flov
In addition to analyzing macroeconomic factors ttaild potentially impact the cash flows of theawimg units, the Company analyzed the
growth rates and the WACC for the MIS reportingtunoting that changes in the assumptions fromethused for the reporting unit’s last
guantitative assessment as of November 30, 2010dvbeufavorable to the reporting unit’s valuatiéior the Copal reporting unit, the
Company believes its fair value approximates thetpase price due to the proximity of the purchaate tb the date of the goodwill
impairment assessment and the fact that Copal éinggits financial targets established at the tohthe acquisition. Based upon the
aforementioned qualitative assessment for MIS amypl(; the Company determined that it was not mikedyl than not that the fair value of
the MIS and Copal reporting units was less thanatsying amount.

Sensitivity Analyses and Key Assumptions for Damiyithe Fair Value of a Reporting Uni

The following table identifies the amount of goothwllocated to each reporting unit as of Septendfr2012 as well as the
amount by which the net assets of each reportiiignould exceed the fair value under Step 2 ofghedwill impairment test as prescribed in
ASC Topic 350, assuming hypothetical reductiontheir fair values as of the date of the last guatitie goodwill impairment assessment for
all reporting units. For the RD&A, ERS and FSTCaximg units, the fair value in the table below wasculated as of July 31, 2012. For the
MIS reporting unit, the fair value was calculatedod November 30, 2010 as there have been no gtirditindicators that have resulted in the
Company performing a quantitative test subsequetitis date. The Copal reporting unit’s fair valseleemed to be its purchase price.
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Sensitivity Analysis
Deficit Caused by a Hypothetical Reduction to FairValue

Goodwill 10% 20% 30% 40%

MIS $ 11.€ $— $ — $ — $ —
RD&A 162.2 — — — —
ERS 214.¢ — — — —
FSTC 126.€ — (17.0) (36.9) (56.5)
Copal 131.] * * * *
Totals $646.% $— $ (17.0 $ (36.9 $ (56.F

* Copal was excluded from the sensitivity analysithe table above as well as the sensitivity asgdyon the WACC and future cash flow
assumptions discussed below as it was acquirdtkifourth quarter of 2011. Accordingly, the cargyiralue of the net assets acquired
approximates their fair value at July 31, 2C

As can be seen from the table above, the repautiitgnost at risk for potential impairment is th8 T reporting unit and failure to meet its
financial projections could result in a goodwillpairment. This business is sensitive to the stgff@vels and profitability of the global
financial services industry, particularly in Canaae EMEA.

The following is a discussion regarding the Companyethodology for determining the fair value @ ieporting units as of the date of each
reporting unit’s last quantitative test (July 3012 for RD&A, ERS and FSTC; November 30, 2010 fdSM This discussion excludes Copal
which has not yet been subject to a full quantieaimpairment analysis as of September 30, 2012althee timing of the acquisition of this
entity:

The fair value of each reporting unit was estimatsithig a discounted cash flow methodology and coafg@ public company and precedent
transaction multiples. The DCF analysis requirgsificant judgments regarding the derivation of failue, including estimation of future
operating results and cash flows of each repoting which is based on internal budgets and sifatglans, expected lortgrm growth rate
terminal values, weighted average cost of capitdltae effects of external factors and market dim. Changes in these estimates and
assumptions could materially affect the determamatf the fair value and goodwill impairment forchaeporting unit which could result in
impairment charge to reduce the carrying valueomidyvill, which could be material to the Companyitsahcial position and results of
operations. Moody'’s allocates newly acquired godideireporting units based on the reporting urjppected to benefit from the acquisition.
The Company evaluates its reporting units on amalasis, or more frequently if there are charnigéise reporting structure of the Comp:
due to acquisitions or realignments.

The following discusses the key assumptions utlizethe discounted cash flow valuation methodoladpch requires significant
management judgment:

. WACC —The WACC is the rate to discount each reportinigsiestimated future cash flows. The WACC is céted based on the
proportionate weighting of the cost of debt anditgqThe cost of equity is based on a risk-freeiiest rate, an equity risk factor which
is derived from public companies similar to theaeimg unit and which captures the perceived rekd uncertainties associated with
reporting unit's cash flows. The cost of debt comgmat is calculated as the weighted average costiassd with all of the Company’s
outstanding borrowings as of the date of the immpairt test and was immaterial to the computatioheWACC. The cost of debt and
equity is weighted based on the debt to marketalgmtion ratio of publicly traded companies wéiimilarities to the reporting unit
being tested. The WACC for all reporting units raddrom 9% to 12% as of the date of the last gtetivte test for each reporting unit.
Differences in the WACC used between reportingauisitdue primarily to distinct risks and uncertestregarding the cash flows of the
different reporting units. A sensitivity analysisthe WACC was performed on all reporting units. iAarease in the WACC of one
percentage point for each of the reporting unitsildmot have resulted in the carrying value ofréygorting unit exceeding its respect
estimated fair value under step one of the goodmitlairment test as prescribed in ASC Topic <
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. Future cash flow assumptions —The projections for future cash flows utilizedtive models are derived from historical experienu a
assumptions regarding future growth and profitabdif each reporting unit. These projections amestgient with the Company’s
operating and strategic plan. Cash flows for thie fiears subsequent to date of the last quangtgtodwill impairment analysis were
estimated based on annual revenue growth rategigafigm 3% to 17 percent. The growth rates assuangicdual increase in revenue
from financial service customers based on a coatrimprovement in the global economy and capitaketa which began in the
second half of 2009. Beyond five years a termirdl® was determined using a perpetuity growthlvased on inflation and real GDP
growth rates. A sensitivity analysis of the growdkes was performed on all reporting units. A daseen the growth rates used in the
discounted cash flow calculation of 10% for eackhefreporting units would not have resulted ind¢heying value of the reporting unit
exceeding its respective estimated fair value ustigy one of the goodwill impairment test as piibecrin ASC Topic 35C

Amortizable intangible assets are reviewed for vecability whenever events or changes in circuntstanndicate that the carrying
amount may not be recoverable. In conjunction Withassessment of goodwill impairment at July 81,22 the Company reviewed the
recoverability of certain customer lists within RSTC reporting unit. This review resulted in arpaitment of approximately $1 million in t
three and nine months ended September 30, 2012llFather intangible assets, there were no suehtsvor changes during 2012 that would
indicate that the carrying amount of amortizabtamgible assets in any of the Company’s reportimigsumay not be recoverable. This
determination was made based on improving markaditions for the reporting unit where the intangilbilsset resides and an assessment of
projected cash flows for all reporting units. Adialitally, there were no events or circumstancesngu2D12 that would indicate the need fo
adjustment of the remaining useful lives of the @amy’s amortizable intangible assets.

Operating Segments

The Company is organized into three operating seggné) MIS, (i) MA and (iii) an immaterial opetiag segment that provides fixed
income pricing services in the Asia Pacific regidhe aforementioned immaterial operating segmesiblean aggregated with the MA
operating segment based on the fact that it haitasietonomic characteristics to MA. AccordinglgetCompany reports in two reportable
segments: MIS and MA. The MIS segment is comprideall of the Company’s ratings activities. All Bfoody’s other norrating commercit
activities are included in the MA segment.

The MIS segment consists of four lines of businessrporate finance, structured finance, financiatitations and public, project and
infrastructure finance—that generate revenue padbi from fees for the assignment and ongoing fooimg of credit ratings on debt
obligations and the entities that issue such otitiga in markets worldwide.

The MA segment, which includes all of the Compamods-rating commercial activities, develops a wialege of products and services
that support financial analysis and risk manageraetitities of institutional participants in globi@ancial markets. The MA segment cons
of three lines of business — RD&A, ERS (formerly BMand PS. Additionally, in the first quarter oft2) a division within the PS LOB that
provides various financial modeling services wasdferred to the ERS LOB. Accordingly, the prioayeevenue by LOB for MA has been
reclassified to reflect this transfer.

In the fourth quarter of 2011, subsidiaries of @@npany acquired Copal and B&H. Copal is an outsmdiresearch and consulting
business. B&H is a provider of insurance risk mamagnt tools. B&H and Copal are part of the MA segnaand their revenues are included
in the ERS and PS LOB’s within MA, respectively.

The following is a discussion of the results of @ens of these segments, including the intersegmogyalty revenue for MIS and
expense charged to MA for the rights to use antliblige content, data and products developed by. Nlifg discussion also includes
intersegment fees charged to MIS from MA for the ascertain MA products and services in MIS’siigé process. Overhead charges and
corporate expenses which exclusively benefit ogengat are fully charged to that segment. Thesedeagyed by MA are generally equal to
the costs incurred by MA to provide these prodactd services. Additionally, overhead costs andamate expenses of the Company which
benefit both segments are generally allocated¢h sagment based on a revenue-split methodologyrh®ad expenses include costs such as
rent and occupancy, information technology and sugtaff such as finance, human resources andniaion technology. Beginning on
January 1, 2012, the Company refined its methogdlogallocating certain overhead departmentss@é@gments to better align the costs
allocated based on each segment’s usage of theeadaservice. The refined methodology is refleatetie segment results for the three and
nine months ended September 30, 2012 and accoydthgl segment results for the prior year compaggieriods have been reclassified to
conform to the new presentation.
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Certain prior year amounts have been reclassifiesbhform to the current presentation.

Results of Operations
Three Months Ended September 30, 2012 compared Wiitee Months Ended September 30, 2011
Executive Summary

Moody’s revenue for the third quarter of 2012 totaled8$68nillion, an increase of $157.2 million compatedhe same period in 201
reflecting strong growth in all LOBs within MIS cpled with strong growth in MA, particularly in tH#eRS and PS LOBs which included
revenue from the fourth quarter 2011 acquisitiohB&H and Copal. Excluding the unfavorable impaciri changes in FX translation rates,
revenue in the third quarter of 2012 increased #lidllion compared to 2011. Total expenses werEB&Imillion, an increase of $83.6
million compared to the third quarter of 2011. Therease in total expenses reflected higher ineemtbmpensation reflecting greater
projected achievement against full-year targetsdite compared to the projected achievement iptiog year period coupled with higher
accruals for a profit sharing contribution. Additaly, there were both higher compensation andaammpensation costs due to the acquis
of Copal and B&H in the fourth quarter of 2011 aslivas headcount growth in the Company’s existingitiesses. The expense growth over
2011 also reflects higher costs to support investrimethe Company IT infrastructure as well as higher legal defecsts related to ongoil
matters. Operating income of $269.7 million in thied quarter of 2012 increased $73.6 million conepao the same period in the prior year
and resulted in an operating margin of 39.2% coegb#o 36.9% in the third quarter of 2011. AdjusBykrating Income of $293.8 million
increased $78.5 million compared to the same péni@d11 and resulted in an Adjusted Operating eaof 42.7% compared to 40.5% in
2011. Diluted EPS of $0.81 for the third quarte012, which included a $0.06 benefit related ®ftdvorable resolution of a Legacy Tax
Matter, increased $0.24 over the prior year petioatiuding the aforementioned impact relating ® féwvorable resolution of a Legacy Tax
Matters in the third quarter of 2012, diluted ER$he third quarter of 2012 increased $0.18 contpréhe same period in the prior year.
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Moody’s Corporation
The table below provides a summary of revenue g@edading results, followed by further insight armonentary:

Three Months Ended September 3C (;f’ Change
avorable
2012 2011 (Unfavorable)
Revenue
United State: $ 375. $ 274: 37%
International:
EMEA 203.: 163.1 25%
Other 109.¢ 93.¢ 17%
Total Internationa 313.1 257.( 22%
Total 688.t 531.: 30%
Expenses
Operating 207.3 171.C (21%)
SG&A 187. 145.( (29%)
Depreciation and amortizatic 24.1 19.C (27%)
Restructuring — 0.2 10C%
Total 418.¢ 335.2 (25%)
Operating incom: $  269.7 $ 196. 38%
Adjusted Operating Inconmr® $ 293¢ $ 215: 36%
Interest expense, n $ (153 $ (129 (19%)
Other nor-operating income (expense), | $ 10.C $ 1.€ NM
Net income attributable to Moo’s $ 183« $ 130.5 41%
Operating margil 39.2% 36.9%
Adjusted Operating Margi® 42.1% 40.5%

(1) Adjusted Operating Income and Adjusted Opeggaliftargin are non-GAAP financial measures. Reféh&osection entitled “NoiGAAP
Financial Measur¢' of this MD&A for further information regarding thesneasure:

Global revenue of $688.5 million in the third quearof 2012 increased $157.2 million compared tostrae period in 2011,
reflecting strong growth in both MIS and MA. Theogith in MIS reflects higher rated issuance volunpesticularly in the U.S. as interest
rates have remained low and credit spreads hawaaed to decline for many types of fixed incomewsdies. The growth in ratings revenue
over the third quarter of 2011 also reflects charigghe mix of fee type, new fee initiatives amgtain pricing increases. The growth in MA
revenue reflects increases across all three LOBsrmfudes revenue from Copal and B&H, which werguared in the fourth quarter of 20:
Transaction revenue accounted for 50% and 41%ohfajiMCO revenue in the third quarter of 2012 a@#l12 respectively. Transaction
revenue in the MIS segment represents the indi&hg of a new debt issuance as well as other iomefees while relationship revenue
represents the recurring monitoring of a rated débgation and/or entities that issue such obiige, as well as revenue from programs such
as commercial paper, medium-term notes and stgaftrations. In the MA segment, relationship revenepresents subscription-based
revenues and software maintenance revenue. Tréamsaevenue in MA represents software license éaebrevenue from risk management
advisory projects, training and certification sees, and knowledge outsourcing engagements.

U.S. revenue increased $101.1 million from thedtlginarter of 2011, reflecting growth in all LOBshinth reportable segments.
The most notable growth was in CFG where robustratsuance volumes for high-yield corporate dalbtlzank loans as well as investment-
grade corporate debt resulted in strong growth thesthird quarter of 2011.

49



Table of Contents

Non-U.S. revenue increased $56.1 million compaoe2DtL1, reflecting strong growth in both MIS and MFe most notable growth in
ratings revenue was due to an increase in ratadnsg volumes for high-yield and investment-graahparate debt. The principal driver of
the non-U.S. revenue growth in MA was the additbrevenue from Copal and B&H (which were acquirethe fourth quarter of 2011)
coupled with good organic growth within ERS and RR&

The table below shows Moody’s global staffing bpgephic area:

%

September 30 Change
2012 2011
United States 2,59 2,41¢ 7%
Internationa 4,07¢ 2,31¢ 76%
Total 6,671 4,732 41%

@ Includes approximately 1,500 personnel relateddpaCand B&H which were acquired in the fourth deaof 2011, of which a

majority are in lov-cost jurisdictions

Operating expenses were $207.3 million in the thirdrter of 2012, an increase of $36.3 million friv@ same period in 2011 and
primarily reflected higher compensation costs. Cengation costs increased approximately $38 miftom the prior year reflecting higher
incentive compensation primarily due to higher-fréar projected achievement against certain fudlryargeted results compared to projected
achievement against targets in the prior year geAalditionally, the increase in compensation costiects higher salaries and employee
benefits resulting from increases in headcounoit the MIS and MA segments coupled with annualinieecreases and higher accruals for a
profit sharing contribution. Additionally, the irese compared to the prior year reflects costs €opal and B&H which were acquired in
the fourth quarter of 2011.

SG&A expenses of $187.4 million in the third quad&2012 increased $42.4 million from the samequkin 2011 reflecting
increases in both compensation and non-compensatjpenses. Compensation costs increased approkyratemillion primarily due to
higher incentive compensation reflecting highel-yalar projected achievement against certainyfalls targeted results compared to proje
achievement against targets in the prior year geAalditionally, the increase in compensation exygsreflects higher salaries and employee
benefits resulting from annual merit increases tagtcount growth in the corporate support areasmipliance and IT. Also, there were
higher accruals for a profit sharing contributiorthe third quarter of 2012 compared to the samiegé@ 2011. Non-compensation expenses
increased approximately $15 million over the psiear primarily reflecting higher legal defense sdst ongoing matters as well as higher
variable costs to support business growth. Addéilgnthe increase in both compensation and nonpearsation costs compared to the prior
year reflects costs from Copal and B&H which werquared in the fourth quarter of 201

Operating income of $269.7 million increased $#8iion compared to the same period in 2011 reiifecthe increase in revenue
in MIS and MA partially offset by the aforementishimcreases in operating and SG&A expenses. The dgpiarter 2012 operating margin
was 39.2% compared to 36.9% in the same perio@bf.2Adjusted Operating Income in the third quanfe2012 was $293.8 million and
increased $78.5 million compared to the third ceraof 2011 resulting in an Adjusted Operating Margfi 42.7% compared to 40.5% in the
prior year. Changes in FX translation rates hadgproximate $11 million unfavorable impact on bogerating income and Adjusted
Operating Income in the three months ended Septedih@012.

Interest expense, net for the three months endpte®@ber 30, 2012 was $15.3 million, an increasepense of $2.4 million
compared to 2011. The increase in expense reflget®st on the 2012 Senior Notes issued in thd thuarter of 2012 coupled with higher
interest on UTPs. These increases in expense \aetially offset by a reversal of interest relatedtie favorable resolution of a Legacy Tax
Matter in the third quarter of 2012.
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Other non-operating income, net of $10.0 millioriie three months ended September 30, 2012 inck&&sé million compared
to the same period in the prior year and primaglects a $12.8 million reversal of a liabilityla&ed to the favorable resolution of a Legacy
Tax Matter in the third quarter of 2012. This irese was partially offset by FX losses of approxetya$5 million in the third quarter of 2012
compared to FX gains of approximately $1 milliorttie same period in 2011. The FX losses in 201Ranly related to the decline of the
euro to the British pound and U.S. dollar.

Moody’s ETR was 29.5% in the third quarter of 20a@ from 28.5% in 2011. The increase in the ETR pranarily due to lower
taxes in 2011 resulting from the settlement ofestak audits, partially offset by the favorable anpof foreign tax planning initiatives in
2012.

Net Income for the three months ended Septembe2@®, which included a $12.8 million benefit ($®enefit per diluted
share) from the favorable resolution of a Legacy Matter, was $183.9 million, or $0.81 per dilutgthre. This is an increase of $0.24 per
diluted share compared to the third quarter of 281d reflected the aforementioned increase in heirhe coupled with a 1% reduction in
diluted shares outstanding. Excluding the benedinfthe aforementioned Legacy Tax Matter in thedtquarter of 2012, Net Income
increased $40.3 million, or $0.18 per diluted sheeenpared to the third quarter of 2011.

Segment Results
Moody'’s Investors Service
The table below provides a summary of revenue g@edading results, followed by further insight armhementary:

Three Months Ended September 3C (;? Change
avorable
2012 2011 (Unfavorable)
Revenue
Corporate finance (CF( $ 220. $ 129.( 71%
Structured finance (SF( 93.1 82.C 14%
Financial institutions (FIG 82.7 72.1 15%
Public, project and infrastructure finance (PF 77.C 68.3 13%
Total external revenu 473.5 351.¢ 35%
Intersegment royalt 17.¢ 16.€ 6%
Total MIS Revenut 491.c 368.2 33%
Expenses
Operating and SG&A (including intersegment
expenses 252.¢ 200.t (26%)
Adjusted Operating Inconr 238.¢ 167.5 42%
Depreciation and amortizatic 11.C 9.¢ (11%)
Restructuring — 0.2 10C%
Operating incomi $ 227« $ 157.¢ 45%
Adjusted Operating Margi 48.6% 45.5%
Operating margil 46.4% 42.8%

51



Table of Contents

The following is a discussion of external MIS remerand operating expenses:

Global MIS revenue of $473.5 million for the thm@enths ended September 30, 2012 increased $12RBidnnsompared to the
same period in 2011, reflecting strong rated isseammlumes for high-yield corporate debt, bank foand investment-grade corporate debt.
Additionally, the growth reflects higher rated iasge volumes in the CMBS and derivatives assesetawithin SFG as well as higher
banking revenue within FIG. Furthermore, the groathkr the third quarter of 2011 reflects changeb@mix of fee type, new fee initiatives
and certain pricing increases, primarily within thés. Transaction revenue for MIS in the three memnded September 30, 2012 was 62
total revenue compared to 52% in 2011.

In the U.S., revenue was $289.1 million in thedhjuarter of 2012, an increase of $90.3 million4®% compared to the same
period in 2011 and reflected robust issuance votufoehigh-yield corporate debt and bank loansggtment-grade corporate debt and the
derivatives and CMBS asset classes within SFG.ifdt¢rease in corporate debt issuance volumes piiynafiects issuers coming to market
and refinancing existing debt in the current loterast rate environment as well as increased iavesimand for certain structured finance
instruments. The increase over the third quart@04fl also reflects the aforementioned changdsimtx of fee type, new fee initiatives and
certain pricing increases.

Non-U.S. revenue was $184.4 million in the third quaote2012 and increased $31.8 million, or 21% coragdo the same perit
in the prior year. This increase primarily reflebigher rated issuance volumes for speculativeegeadi investment-grade corporate debt
compared to a challenging prior year period wheeélit spreads were wide, reflecting macroeconomeettainties in both EMEA and the
U.S. Changes in FX translation rates had an apprabe $14 million unfavorable impact on noS. MIS revenue in the third quarter of 2C

Global CFG revenue of $220.7 million in the thingagter of 2012 increased $91.7 million from the egrariod in 2011, primarily
reflecting higher rated issuance volumes for inwestt-grade corporate debt as well as high-yielpa@te debt and bank loans. The increase
in rated issuance volumes reflects issuers oppisttcally coming to market and refinancing outstiamgdborrowings in the current low inter
rate environment. Also contributing to the growtkeothe third quarter of 2011 were the favorablpagts from changes in the mix of fee
type, new fee initiatives and certain pricing irages. Transaction revenue represented 75% ofdbtalrevenue in the third quarter of 2012,
compared to 62% in the prior year period. In th8.Urevenue in the third quarter of 2012 was $1&iilBon, or $67.9 million higher than the
same period in 2011. The increase reflects stroogtd in rated issuance volumes for high-yield cogte debt and bank loans as well as
investment-grade corporate debt. Internationaflyenue of $68.9 million in the third quarter of 20ficreased $23.8 million compared to the
same period in 2011, also reflecting strong isseammdumes in investment-grade and high-yield issaabnfavorable changes in FX
translation rates had an approximate $5 milliondoipn international CFG revenue in the third cereof 2012.

Global SFG revenue of $93.1 million in the thirdagier of 2012 increased $11.1 million compared&dame period in 2011,
reflecting growth in most asset classes in the Ut&nsaction revenue was 58% and 49% of total $¥@nue in the third quarter of 2012 and
2011, respectively. In the U.S., revenue of $51il8an increased $11.1 million compared to the dnguarter of 2011, reflecting strong
growth in rated issuance volumes for collateralilozth obligations and CMBS. The growth in bothla#ge asset classes reflects the conti
low interest rate environment as well as increatadand for structured products as investors hawghganstruments yielding higher returns.
Non-U.S. revenue in the third quarter of 2012 was $4dilRon and was flat compared to the same penothe prior year reflecting growth
rating agency confirmation letter fees relatindRtdBS and ABS resulting from banking downgrades tieate occurred in 2012 offset by
reduced covered bond issuance in EMEA and unfal®cdtanges in FX translation rates. Unfavorablengka in FX translation rates had an
approximate $4 million impact on international SFE@enue in the third quarter of 2012.
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Global FIG revenue of $82.7 million in the thirdagter of 2012 increased $10.6 million comparedodame period in 2011
primarily reflecting growth in banking revenue iatin America and Asia coupled with higher insuranglated revenue in the U.S. These
increases reflect an easing of credit spreads gitinia third quarter of 2012 as well as issuersiagfting debt ahead of expected maturities.
Also contributing to the revenue growth over thiedlyuarter of 2011 were the favorable impactshafrges in the mix of fee type, new fee
initiatives and certain pricing increases, primani the U.S. Transaction revenue was 37% of tet@l revenue in the quarter ended
September 30, 2012, compared to 30% in same peri2@ll. In the U.S., revenue of $35.8 millionte third quarter of 2012 increased $6.4
million compared to the prior year. Outside the Ur8venue in the third quarter of 2012 was $46liam, or 10% higher than in the prior
year. Unfavorable changes in FX translation ratebdn approximate $3 million impact on internatidfi& revenue in the third quarter
2012.

Global PPIF revenue was $77.0 million in the thjtaarter of 2012, an increase of $8.7 million corepao the same period in
2011, primarily due to higher infrastructure finarissuance reflecting the current low interest eaiéronment coupled with the favorable
impacts of the aforementioned changes in the mir@type, new fee initiatives and pricing increageimarily in the U.S. Revenue
generated from new transactions was 59% and 58%ialfPPIF revenue in the third quarter of 2012 2081, respectively. In the U.S.,
revenue for the three months ended September 3@, &$49.6 million increased $4.9 million over fhwor year reflecting growth in
infrastructure finance revenue coupled with theeaftentioned favorable impacts from pricing chan@rsside the U.S., PPIF revenue
increased 16% compared to the third quarter of Z0Mdarily due to growth in infrastructure finanevenue in the EMEA region.
Unfavorable changes in FX translation rates hadpomoximate $2 million impact on international PPRévenue in the third quarter of 2012.

Operating and SG&A expenses in the third quart&0df2 increased $52.0 million compared to the spened in 2011 reflecting
both higher compensation and non-compensation c6§42 million and $9 million, respectively. Thecrease in compensation costs reflects
higher incentive compensation which resulted fraghér projected achievement against full-year 2@tgeted results through the third
quarter of 2012 compared to projected achievenmettitd prior year period. The increase in compeosatbsts also reflects higher salaries
employee benefits resulting from annual merit inses and headcount growth in both the ratings L&Bsell as in support areas such as IT
for which the costs are allocated to each segnesgdon a revenue-split methodology. The increaserni-compensation expenses primarily
reflects higher legal defense costs for ongoingenst

Operating income in the third quarter of 2012 c2%2® million, which includes intersegment royaléwenue and intersegment
license expense, increased $70.3 million compardidet same period in 2011. Adjusted Operating Ireanthe third quarter of 2012 was
$238.9 million and increased $71.2 million compaeethe same period in the prior year.
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Moody’s Analytics
The table below provides a summary of revenue g@edading results, followed by further insight armonentary:
Three Months Ended September 3C (;f’ Change
avorable
2012 2011 (Unfavorable)
Revenue
Research, data and analytics (RD& $ 123¢ $ 115: 7%
Enterprise risk solutions (ER: 64.C 50.¢ 26%
Professional services (P 27.2 13.¢ 97%
Total external revenu 215.( 179.¢ 20%
Intersegment revent 3.1 2.€ 19%
Total MA Revenue 218.] 182.t 20%
Expenses
Operating and SG&A (including intersegment
expenses 163.2 134.¢ (21%)
Adjusted Operating Inconr 54.¢ 47.€ 15%
Depreciation and amortizatic 13.1 9.1 (44%)
Operating incomi $ 41.¢ $ 38.F 9%
Adjusted Operating Margi 25.2% 26.1%
Operating Margir 19.2% 21.1%

The following is a discussion of external MA reverand operating expenses:

Global MA revenue increased $35.1 million compérethe third quarter of 2011, and reflected reveinom Copal and B&H
which were acquired in the fourth quarter of 20R&curring revenue comprised 78% and 81% of totalfeMenue in the third quarter of 2(
and 2011, respectively.

In the U.S., revenue of $86.3 million in the thipdarter of 2012 increased $10.8 million and refldcitrong growth across all
LOBs. International revenue of $128.7 million fbetthree months ended September 30, 2012 was @@ higher than the same period
in 2011, and reflected growth across all LOBs, nmagéably in ERS and PS, which now include revemamfthe fourth quarter 2011
acquisitions of B&H and Copal, respectively.

Global RD&A revenue, which comprised 58% and 64%)x&rnal MA revenue in the third quarter endedt&aper 30, 2012 and
2011, respectively, increased $8.5 million overgher year. The growth was primarily due to salésredit research via the Company’s new
CreditView product coupled with solid growth in ethdata and analytic products. Global ERS revendiesd third quarter of 2012 increased
$13.3 million over the same period in 2011, dueeteenue from the acquisition of B&H in the fourthagter of 2011 and strong growth in the
base business. Revenue from PS increased $13idmudmpared to the third quarter of 2011 due #abquisition of Copal in the fourth
quarter of 2011 partially offset by a slight deelin FSTC revenue which was adversely affectedebgyd in training engagements and
staffing reductions in the financial services inmdysRevenue in ERS is subject to quarterly vatgtilesulting from the variable nature of
project timing and the concentration of revenua nelatively small number of engagements.

Operating and SG&A expenses in the third quart@0df2, which include the intersegment royalty for tight to use and
distribute content, data and products developellll8; increased $28.3 million compared to the saer@og in 2011 reflecting both higher
compensation and non-compensation costs of appataiyn$23 million and $4 million,
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respectively. The increase in compensation cofiecte higher salaries and employee benefits riaguftom annual merit increases coupled
with an increase in headcount relating to the asitjons of Copal and B&H in the fourth quarter &12 as well as increases to support
business growth. Additionally, allocated incentagmpensation expense for shared service and coegoractions contributed to the increase
in compensation expenses reflecting higher conastdifull-year projected achievement against aettaigeted results compared to the
projected achievement compared to targets in tiog ypear period. The increase in non-compensatimtscprimarily reflects expenses related
to the acquisitions of Copal and B&H which were aioed in the fourth quarter of 2011 as well as kigtorporate overhead costs which are
generally allocated to MA on a revenue-split metiiody.

Depreciation and amortization of $13.1 million hretthird quarter of 2012 increased $4.0 milliomfrthe same period in 2011 &
primarily reflected higher amortization relatedritangible assets acquired as part of the fourtirtqu2011 acquisitions of Copal and B&H.

Operating income of $41.8 million in the third gigarof 2012, which includes the intersegment rgyaekpense, increased $3.3
million compared to the same period in 2011. Adjd¥Dperating Income in the third quarter of 2012 §54.9 million and increased $7.3
million compared to the same period in 2011.

Nine Months Ended September 30, 2012 compared Wiiie Months Ended September 30, 2011
Executive Summary

Moody’s revenue for the nine months ended Septe®®e2012 totaled $1,976.1 million, an increas8262.5 million compared to the
same period in 2011 and reflected strong growttoith reportable segments. Excluding the unfavorabpact from changes in FX translat
rates, revenue in the nine months ended Septerfh@032 increased $302.0 million compared to 20bial expenses were $1,158.9 milli
and increased $161.6 million compared to the finsé months of 2011 due to both higher compensati@hnon-compensation costs as well
as expenses reflecting the fourth quarter 201 1isitipns of Copal and B&H. Operating income of $&Liillion in the first nine months of
2012 increased $100.9 million compared to the saened in the prior year and resulted in an opegathargin of 41.4% in 2012 comparec
41.8% in the prior year period. Adjusted Operatimgpme of $886.9 million in the first nine monthis2012 increased $112.0 million
compared to the same period in 2011 resulting iAdjnsted Operating Margin of 44.9% compared t@%bin the prior year period. Diluted
EPS of $2.34 for the first nine months of 2012, akhincluded a $0.06 per share benefit relatededdtorable resolution of a Legacy Tax
Matter, increased $0.28 over the prior year pefiddch included a $0.03 per share benefit reladefdtorable resolutions of Legacy Tax
Matters as well as other tax benefits totaling $@8r share. Excluding the aforementioned impastgead to the favorable resolutions of
Legacy Tax Matters in both years, diluted EPS @nfitst nine months of 2012 increased $0.25 peresbampared to the same period in the
prior year.
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Moody’s Corporation
The table below provides a summary of revenue g@edading results, followed by further insight armonentary:

Nine months ended September 3( (;f’ Change
avorable
2012 2011 (Unfavorable)
Revenue
United State: $ 1,063. $ 890.7 19%
International:
EMEA 590.4 532.] 11%
Other 322.F 290.¢ 11%
Total Internationa 912.¢ 822.¢ 11%
Total 1,976.: 1,713.¢ 15%
Expenses
Operating 573. 502.: (14%)
SG&A 515.¢ 436.4 (18%)
Depreciation and amortizatic 69.7 58.t (19%)
Restructuring — 0.1 100(%
Total 1,158.¢ 997.: (16%)
Operating incom: $ 817.C $  716.C 14%
Adjusted Operating Inconmr® $ 886.¢ $ T74¢ 14%
Interest expense, n $ (422 $ (452 7%
Other nor-operating income (expense), | $ 12.€ $ 13.1 (4%)
Net income attributable to Moo’s $ 529.¢ $ 475 12%
Operating margil 41.2% 41.8%
Adjusted Operating Margi® 44.% 45.2%

@ Adjusted Operating Income and Adjusted Operatinggifeare non-GAAP financial measures. Refer tosibetion entitled “NorGAAP
Financial Measur¢' of this Management Discussion and Analysis fortfertinformation regarding these measu

Global revenue of $1,976.1 million in the nine nftnénded September 30, 2012 increased $262.5miklimpared to the same
period in 2011 reflecting strong growth in both megts. The increase in ratings revenue comparitetnine months ended September 30,
2011 reflects growth across all ratings LOBs, rmugaibly from within CFG and PPIF. The growth in Méflects higher revenue across all
LOBs, most notably in PS, which includes revengenfiCopal, which was acquired in the fourth quasfe2011. Transaction revenue
accounted for 49% and 46% of global MCO revenuhénnine month periods ended September 30, 2012@1H respectively.

U.S. revenue of $1,063.2 million increased $172il5an over 2011, primarily reflecting growth acmall ratings LOBs, most
notably in CFG, coupled with growth in all LOBs hiit MA. Also contributing to the growth were chasge the mix of fee type, new fee
initiatives and certain pricing increases.

Non-U.S. revenue increased $90.0 million over 20éflecting strong growth in PS and ERS revenudiwiMA, due to the
acquisition of Copal and B&H in the fourth quartér2011 as well as higher revenue from rating itmest-grade corporate debt. Changes in
FX translation rates had an approximate $39 milliafavorable impact on non-U.S. revenue for the mmonths ended September 30, 2012.
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Operating expenses were $573.4 million in the mieaths ended September 30, 2012, an increase df $illion from the same
period in 2011 and reflected an increase in bothpEmsation and non-compensation costs. The inchre@senpensation costs of
approximately $60 million reflects higher salaréesl related employee benefits resulting from ireeean headcount related to the fourth
quarter 2011 acquisitions of Copal and B&H as waslhigher headcount in both the MIS and MA basébss, coupled with annual merit
increases. Additionally, the increase in compengsatixpense is due to higher incentive compensatitecting greater projected achievement
against full-year targeted results compared toggted achievement in the prior year period. Thee@se in non-compensation costs of
approximately $11 million is primarily due to higheosts to support investment in IT infrastructangl regulatory and compliance.

SG&A expenses of $515.8 million in the nine morehsled September 30, 2012 increased $79.4 millam the same period in
2011 and reflected increases in both compensatidman-compensation expenses. Compensation cestaged approximately $45 million
primarily due to higher salaries and related emgéolgenefits which reflects annual merit increaselsteeadcount growth in sales personnel
within MA as well as in the support areas of compdie and IT. Additionally, the increase in compéinsaexpense is due to higher incentive
compensation reflecting greater projected achiewmtmgainst full-year targeted results compareddgepted achievement in the prior year
period. Non-compensation expenses increased appatedy $34 million over the prior year primarilyflecting higher legal defense costs for
ongoing matters, higher professional service dosssipport investment in IT infrastructure and leigtariable costs to support business
growth.

Depreciation and amortization of $69.7 million retnine months ended September 30, 2012 incredded fiillion from the
same period in 2011 reflecting higher amortizatéini) internal use software; and ii) intangiblesats acquired as part of the fourth quarter
2011 acquisitions of Copal and B&H.

Operating income of $817.2 million increased $108iion from the same period in 2011, reflectitng revenue growth of
$262.5 million partially offset by the 16% increasdotal expenses. Adjusted Operating Income v&&6%® million in the nine months ended
September 30, 2012 and increased $112.0 milliorpened to the same period in 2011. Operating mangihAdjusted Operating Margin in
the first nine months of 2012 of 41.4% and 44.98spectively, were flat compared to the same penidlde prior year primarily reflecting
operating expense growth supporting total revemow/in. Changes in FX translation rates had an agmate $23 million unfavorable impe
on operating income in the nine months ended Sdmes0, 2012.

Interest expense, net for the nine months endete®der 30, 2012 was $42.2 million, a $3.0 milli@tkase in expense
compared to the same period in 2011. This deciiegs@marily due to an approximate $7 million resadrof interest on UTPs in 2012 related
to the settlement of state and local tax auditgtjglly offset by a higher interest on borrowinginparily reflecting the issuance of the 2012
Senior Notes in the third quarter of 2012.

Other non-operating income (expense), net was $h2lién in the nine months ended September 3022@1decrease of $0.5
million compared to the same period in 2011 ankbctdd Legacy Tax benefits of $12.8 million and4$illion in the nine month period
ended September 30, 2012 and 2011, respectivelitidually, there were approximately $6 millionkX losses in the nine months ended
September 30, 2012 compared to FX gains of appateiyn $3 million in the same period of 2011. The IBXses in 2012 related primarily to
the decline of the euro relative to both the U@lad and British pound.

Moody’s ETR was 31.7% in the nine month period eh8eptember 30, 2012, up from 29.9% in 2011. Theease in the ETR
compared to the nine months ended September 3@,\284 primarily due the reversal of UTPs in 201suteng from a foreign tax ruling,
partially offset by foreign tax planning initiatise

Net Income for the first nine months of 2012 wag2%9 million, or $2.34 per diluted share and ineldé $12.8 million benefit
from the favorable settlement of a Legacy Tax Mafféis is an increase of $54.7 million, or $0.28 diluted share, compared to the same
period in 2011 when Net Income included $0.09 pares in tax benefits as well as a $7 million netdfi, or $0.03 per diluted share, relating
to the favorable resolution of Legacy Tax Matté&scluding benefits from the favorable resolutioreghcy Tax Matters in both 2012 and
2011, Net Income in the first nine months of 20d&¢ased $48.8 million, or $0.25 per diluted sheoejpared to the same period in the prior
year.
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Segment Results
Moody'’s Investors Service
The table below provides a summary of revenue g@edading results, followed by further insight armhementary:

Nine months ended September 3( (;f’ Change
avorable
2012 2011 (Unfavorable)
Revenue
Corporate finance (CF( $ 6127 $ 510.¢ 20%
Structured finance (SF( 278.1 257.1 8%
Financial institutions (FIG 239.C 228.1 5%
Public, project and infrastructure finance (PF 237.3 205.3 16%
Total external revenu 1,367. 1,202.( 14%
Intersegment royalt 52.4 49.C 7%
Total MIS Revenu 1,419.¢ 1,251.( 13%
Expenses
Operating and SG&A (including intersegment
expenses 684.( 606.1 (13%)
Adjusted Operating Inconr 735.¢ 644.¢ 14%
Depreciation and amortizatic 32.¢ 31.C (6%)
Restructuring — 0.1 10C%
Operating incomi $ 702¢ $ 613.¢ 15%
Adjusted Operating Margi 51.8% 51.6%
Operating margil 49.5% 49.1%

The following is a discussion of external MIS reuwerand operating expenses:

Global MIS revenue of $1,367.4 million for the nimenths ended September 30, 2012 increased $16ighrnompared to 201
reflecting growth in all ratings LOBs. The growthes the prior year period reflected robust ratetiamce volumes for high-yield and
investment-grade corporate debt as well as higitedrissuance within public finance. The growthrdke prior year period also reflected
changes in the mix of fee type, new fee initiatiges certain pricing increases, primarily in th&UTlransaction revenue for MIS was 61%
and 59% in the nine month periods ended Septenthed(32 and 2011, respectively.

In the U.S., revenue was $806.3 million in thetfitme months of 2012, an increase of $132.5 mmijlir 20% compared to the
same period in 2011. The increase reflects theeafentioned robust rated issuance volumes in theyiagld and investment-grade corporate
debt sectors as well as the public finance settwe.increase also reflects the aforementioned @saimgthe mix of fee type, new fee
initiatives and certain pricing increases.

Non-U.S. revenue was $561.1 million in the firstemmonths of 2012, an increase of $32.9 million pared to the same period in
the prior year. The growth over the prior year pernieflects higher rated issuance volumes for iteent-grade corporate debt across all
regions as well as higher banking-related revenuke Asia and Americas
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regions. Also contributing to the growth over thipyear period were benefits from changes inrtve of fee type, new fee initiatives and
certain pricing increases. Partially offsettingstaéncreases were declines across most assetsclaisisin SFG in the EMEA region. Changes
in FX translation rates had an approximate $33ionilunfavorable impact on non-U.S. MIS revenuerist hine months of 2012.

Global CFG revenue of $612.7 million in the firgh@ months of 2012 increased $101.8 million from shme period in 2011
reflecting strong growth in rated issuance volufioed).S. high-yield corporate debt, investmegn&de corporate debt across all regions at
increase in both monitoring fees as well as feesdmmercial paper and medium term note prograrisn @ontributing to the growth in
revenue over the prior year period were changé#seimix of fee type, new fee initiatives and cerfaiicing increases, primarily in the U.S.
The aforementioned higher rated issuance voluméasvyestmentgrade corporate debt largely reflected issuerstpdvantage of the over
low interest rate environment to issue new debtelbas refinance existing borrowings. The increiase.S. rated issuance volumes in the
high-yield sector reflects the current low intenege environment coupled with an increase in itoredemand for higher-yielding securities.
These increases were partially offset by declindSMEA rated issuance volumes for high-yield cogterdebt reflecting continued
macroeconomic uncertainties in Europe. TransacBuanue represented 73% of total CFG revenue initteemonths ended September 30,
2012, compared to 72% in the prior year periodhtnU.S., revenue in the first nine months of 2@A2 $400.3 million, or $71.9 million
higher than the same period in 2011. Internatignadivenue of $212.4 million in the first nine mosiof 2012 increased $29.9 million
compared to the same period in 2011. Unfavorakdegés in FX translation rates had an approxima2endillion impact on international
CFG revenue in the first nine months of 2012.

Global SFG revenue of $278.1 million in the firsienmonths of 2012 increased $20.4 million compaoeitie same period in
2011, primarily reflecting higher rated issuancéumes across most asset classes in the U.S. Tin@eases were partially offset by revenue
declines in the EMEA region. The aforementionedéases in the U.S. resulted in transaction revermaeasing to 57% of total SFG revenue
in the first nine months of 2012 compared to 52%haprior year period. In the U.S., revenue of &24million increased $25.8 million
compared to the same period in 2011, reflectinongtigrowth in REIT, CMBS, collateralized loan olalipn and consumer asset-backed
securities rated issuance volumes. The growthdeelasset classes reflects the current low intexesenvironment and narrow credit spreads
for these securities. The growth in CMBS ratedas®ee volumes also reflects increasing activityankconduit operations. Ndu:-S. revenu
in the nine months ended September 30, 2012 of $I80ion decreased $5.4 million compared to thms period in the prior year. This
decrease was primarily due to lower asset-backeudtities issuance in EMEA reflecting a strong coragige prior year period when issuers
were requesting a second rating for these secuiitithe first quarter of 2011, which was a newuregment by the ECB for existing asset-
backed securities that could be used as collateElrosystem credit operations. The decreaseraflxts lower covered bond issuance in
EMEA region reflecting continued macroeconomic uteiaties in Europe as well as European banks asing their use of the ECB’s Long-
Term Refinancing Operations program. These werggfigroffset by higher rating agency confirmatilatter fees relating to RMBS and ABS
resulting from banking downgrades in 2012. Unfabt@ahanges in FX translation rates had an apprabeéi®10 million impact on
international SFG revenue in the first nine morth2012.

Global FIG revenue of $239.3 million in the firshe months of 2012 was 5% higher compared to threegzeriod in 2011 with tf
principal driver of the growth reflecting changastie mix of fee type, new fee initiatives and ricincreases, primarily in the U.S. Also
contributing to the increase was higher insuraegemue reflecting issuers opportunistically refeciag debt amidst favorable interest rate
conditions coupled with issuance to fund mergetsaquisitions activity in the sector. Transactienenue was 37% of total FIG revenue in
both the first nine months of 2012 and 2011. InWh®. and internationally, revenue was $100.3 amliand $139.0 million, respectively, for
the first nine months of 2012, or 7% and 3% highespectively, compared to the same periods iptioe year. Unfavorable changes in FX
translation rates had an approximate $7 millionanimn international FIG revenue in the first ninenths of 2012.
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Global PPIF revenue was $237.3 million in the fivste months of 2012, an increase of $32.0 miliompared to the same period
in 2011, primarily reflecting both increases in UpBblic and project finance rated issuance voluasewell as the favorable impact of the
aforementioned changes in the mix of fee type, feainitiatives and pricing increases, primarilytlie U.S. Revenue generated from new
transactions was 61% and 57% of total PPIF reventle first nine months of 2012 and 2011, respebti In the U.S., revenue for the first
nine months of 2012 was $158.5 million and incrde&28.2 million compared to the prior year andaettd the aforementioned pricing
increases coupled with higher rated issuance vaumBFG. The increase in rated issuance volumgsnpublic finance reflects higher
municipal bond issuance due to the resolution afyrstate budgets as well as a challenging prior pedod when issuance had declined
reflecting the expiration of the Build America BoRdogram in the fourth quarter of 2010. Outsidelh®., PPIF revenue increased 5%
compared to the first nine months of 2011 due @ in infrastructure finance revenue in the EM&#d Asia-Pacific regions. Unfavorable
changes in FX translation rates had an approxi§émillion impact on international PPIF revenueha first nine months of 2012.

Operating and SG&A expenses in the first nine mewti2012 increased $77.9 million compared to #mesperiod in 2011 and
reflected increases in compensation and non-comagienscosts of approximately $49 million and $28liom, respectively. The increase in
compensation costs reflects higher salaries andoge benefits resulting from annual merit incrsaseadcount growth in the ratings LOBs
as well as in support areas such as IT for whielctists are allocated to each segment based orraugesplit methodology. The increase in
compensation costs is also due to higher incectivepensation which reflects greater projected aehient against full-year 2012 targeted
results through September 30, 2012 compared tegrs achievement in the prior year period. Thesimge in compensation costs also
reflects higher pension expense resulting fromaedse in the discount rate used to value the Coy'gabligation. The increase in non-
compensation expenses reflected higher costs iresfiom the Company’s continued investment in ioying IT infrastructure and
regulatory and compliance initiatives coupled witgher variable costs reflecting improving businessditions. Additionally, the increase in
non-compensation expenses reflects higher legahdefcosts relating to ongoing matters.

Operating income in the nine months ended SepteBhe2012 of $702.9 million, which includes integseent royalty revenue
and intersegment expenses, increased $89.1 niithom the same period in 2011 and reflects the $LA8llion increase in total MIS revenue
outpacing the $79.7 million increase in total exge Adjusted Operating Income in the nine montldeé September 30, 2012 was $735.8
million, an increase of $90.9 million comparedhe same period in 2012. Operating margin and AegL§tperating margin were 49.5% and
51.8%, or flat compared to the same period in 288l&xpenses have increased to support total reggouweh in the segment.
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Moody’s Analytics
The table below provides a summary of revenue g@edading results, followed by further insight armonentary:
Nine months ended September 3! (;f’asg;%?:
2012 2011 (Unfavorable)
Revenue
Research, data and analytics (RD& $ 364.7 $ 335« 9%
Enterprise risk solutions (ER: 163.€ 135.% 21%
Professional services (P 80.4 40.C 101%
Total external revenu 608.7 511.¢ 19%
Intersegment revent 9.C 7.8 15%
Total MA Revenue 617.7 519. 19%
Expenses
Operating and SG&A (including intersegmer
expenses 466.¢ 389.¢ (20%)
Adjusted Operating Inconr 151.1 130.( 16%
Depreciation and amortizatic 36.¢ 27.F (34%)
Operating incomi $ 114: $ 102t 12%
Adjusted Operating Margi 24.5% 25.(%
Operating margil 18.5% 19.1%

The following is a discussion of external MA reverand operating expenses:

Global MA revenue increased $97.1 million compdrethe first nine months of 2011, with 59% of thewth generated
internationally, and included revenue from Copal 8&H which were acquired in the fourth quarter26fL1. Recurring revenue comprised
79% of total MA revenue in the first nine months26fl2 compared to 82% in the same period of tha paar.

In the U.S., revenue of $256.9 million in the finkhe months of 2012 increased $40.0 million, aftécted growth across all thr
LOBs. International revenue of $351.8 million fbetfirst nine months of 2012 was $57.1 million l@gthan the same period in 2011, and
reflected growth across all LOBs, most notably $1which was due to the Copal acquisition that veaspdeted in the fourth quarter of 2011.

Global RD&A revenue, which comprised 60% and 669Méf external revenue in the nine months ended Saipée 30, 2012 and
2011, respectively, increased $28.8 million over fihior year. The growth was primarily due to ireed sales of credit research via the
CreditView product and solid growth from other datal analytic products. Global ERS revenue in the months ended September 30, 2
increased $27.9 million over the same period inl2@le to revenue from the acquisition of B&H ie fourth quarter of 2011 coupled with
good growth in the base business. Revenue frorREheOB increased $40.4 million compared to the span®d in 2011, with substantially
all of the growth reflecting the acquisition of Gdjin the fourth quarter of 2011. Revenue in theSEERd PS LOBs are subject to quarterly
volatility resulting from the variable nature ofoject timing and the concentration of revenue ialatively small number of engagements.

Operating and SG&A expenses in the nine monthseeBdptember 30, 2012, which include the intersegmosralty for the right
to use and distribute content, data and produatsideed by MIS, increased $77.2 million compareth®msame period in 2011 reflecting t
higher compensation and non-compensation costgprbaimately $56 million and $17 million, respeely. The increase in compensation
costs reflects an increase in headcount relatinigg@cquisitions of Copal
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and B&H in the fourth quarter of 2011 as well astpport business growth coupled with annual nieeieases. Additionally, the increase in
compensation costs reflects higher allocated imoebmpensation expense for shared service ambiaie functions due to higher full-year
projected achievement against certain total comjpgmeyating targets compared to the prior year.ifibiease in non-compensation costs
reflects expenses related to the acquisitions gaCand B&H which were acquired in the fourth geadf 2011, as well as increases in
certain variable costs that are correlated withrmss growth.

Depreciation and amortization of $36.8 million fretfirst nine months of 2012 increased $9.3 milfimm the same period in 20
and reflected higher amortization related to inthlegassets acquired as part of the fourth qu@@éd acquisitions of Copal and B&H.

Operating income of $114.3 million in the first aimonths of 2012, which includes intersegment regeand expenses, increased
$11.8 million compared to the same period in 201d rsulted in an operating margin of 18.5%, aideaf 120 basis points from the prior
year primarily reflecting the aforementioned in@®&n depreciation and amortization. Adjusted Ofegancome was $151.1 million in tt
first nine months of 2012, including intersegmentanue and expenses, and increased $21.1 millimpa@d to the same period in 2011.
Adjusted Operating Margin for the nine month peremdied September 30, 2012 was 24.5%, comparedQ®e4b the same period of 2011.

Non-GAAP Financial Measures:

In addition to its reported results, Moody’s hagliiled in this MD&A certain adjusted results tHa SEC defines as “non-GAAP financial
measures.” Management believes that such non-GA#sadial measures, when read in conjunction withGompany’s reported results, can
provide useful supplemental information for investanalyzing period to period comparisons of thenBany’s performance, facilitate
comparisons to competitors’ operating results ardprovide greater transparency to investors gblempental information used by
management in its financial and operational depisi@king. These non-GAAP measures, as defineddZtdmpany, are not necessarily
comparable to similarly defined measures of otleenganies. Furthermore, these non-GAAP measureddshoube viewed in isolation or
used as a substitute for other GAAP measures @ssisg) the operating performance or cash flowh®flompany. Below are brief
descriptions of the Company’s non-GAAP financialasigres accompanied by a reconciliation of the ndid&measure to its most directly
comparable GAAP measure:

Adjusted Operating Income and Adjusted Operating Margin:

The Company defines Adjusted Operating Income asating income excluding depreciation and amoitpagxpense and restructuring-
related items, if any. The Company presents Adfl€iperating Income because management deems this toebe a useful measure of
assessing the operating performance of Moody’ssaoréay the Company’s ability to service debt, fuaghital expenditures, and expand its
business. Adjusted Operating Income excludes digi@t and amortization because companies utilibelyctive assets of different ages and
use different methods of both acquiring and deptéa productive assets. The exclusion of certaims, detailed in the reconciliation below,
allows for a more meaningful comparison of the Camyps operating results from period to period acss companies. Below is a
reconciliation of the Company’s operating incomd aperating margin to Adjusted Operating Income Adplisted Operating Margin:
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Operating income
Adjustments
Depreciation and amortizatic
Restructuring
Adjusted Operating Income
Operating Margir
Adjusted Operating Margi

Adjusted Net |ncome and Adjusted Diluted EPS

Three Months Ended
September 30

Nine Months Ended
September 30

2012 2011 2012 2011
$269.7 $196.1 $817.2 $716.3
24.1 19.C 69.7 58.8
— 0.2 — 0.1
$293.¢ $215.2 $886.¢ $774.€
39.2% 36.% 41.2% 41.8%
42.1% 40.5% 44.%% 45.2%

The Company presents these non-GAAP measures liadextie impacts of Legacy Tax to allow for a mareaningful comparison of
Moody’s Net Income and diluted earnings per shemmfperiod to period. These Legacy Tax items aeeifip to the Company resulting from
the 2000 Distribution. Below is a reconciliationtbése measures to their most directly comparaliie GAAP amount:

Net income attributable to Moody's
Legacy Tax

Net income attributable to Moody's excluding Legacy Tax Matters

Diluted earnings per share attributable to Moody’scommon shareholders

Legacy Tax

Diluted earnings per share excluding Legacy Ta

Diluted EPS guidanc- GAAP
Legacy Tax

Diluted EPS guidanc- Proforma

Free Cash Flow:

Three Months Ended

September 30,

Nine Months Ended
September 30,

2012 2011 2012 2011
$183¢ $130. $529.¢  $475.
(12.9) — (12.9) (7.0

$171.1 $130.7

$517.1 $468.2

Three Months Ended

Nine Months Ended

September 30 September 30
2012 2011 2012 2011
$ 0.81 $ 0.57 $ 2.3¢ $ 2.0¢

(0.06€) — (0.0€) (0.0%)

$ 0.7 $ 0.57

$ 2.2¢ $ 2.0¢

Full Year Ended
December 31, 201

$ 2.95- $3.0¢

(0.06)
$ 2.89- $2.9¢

The Company defines free cash flow as net cashiged\by operating activities minus payments foritzdadditions. Management believes

that free cash flow is a useful metric in asses#iegCompany’s cash flows to service debt, paydéinds and to fund acquisitions and share
repurchases. Management deems capital expendéssestial to the Company’s product and serviceviations and maintenance of Moody’
operational capabilities. Accordingly, capital emgéures are deemed to be a recurring use of Ma@ochsh flow. Below is a reconciliation of

the Company’s net cash flows from operating adéisito free cash flow:
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Nine Months Ended
September 30

2012 2011
Net cash flows from operating activities $496.( $ 666.:

Capital addition: (35.9 (53.6)
Free cash flow $460.¢ $612.5
Net cash used in investing activitie $(46.1) $ (65.9)
Net cash provided by (used in) financing activities $294.¢ $(392.9)

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operatiarapital expenditures and share repurchases fromatipg and financing cash
flow. The following is a summary of the changeshia Company’s cash flows followed by a brief disios of these changes:

$ Change

Nine Months Ended Favorable
September 30, (Unfavorable)

2012 2011

Net cash provided by operating activit $496.( $ 666.: $ (170.9
Net cash used in investing activiti $(46.7) $ (65.9) $ 19.2
Net cash provided by (used in) financing activi $294.¢ $(392.9 $ 686.¢
Free cash flow $460.¢ $612.7 $ (1519

* Free cash flow is a non-GAAP measure and is aeffiy the Company as net cash provided by operattigities minus cash paid for
capital additions. Refer to the sect“Non-GAAP Financial Measur” of this MD&A for further information on this finamal measure

Net cash provided by operating activities

The following changes in non-cash items impactesth gaovided by operating activities in 2012 comgae2011, relative to net income:

» An $11.2 million increase in depreciation and amation expense reflecting higher amortizationméngible assets from the
fourth quarter 2011 acquisitions of Copal and B&H&ll as higher amortization related to the Comyfsacontinued investment
in IT infrastructure

» A $17.0 million increase in deferred income taxemprily due to the utilization of deferred tax assrelating to the settlement of
UTPs in the first quarter of 201

» A $12.8 million non-cash reduction of a liabilitylated to the resolution of a Legacy Tax Matte2012 compared to a $6.4
million nor-cash reduction of a Legacy Tax liability in 20
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In addition to the non-cash items discussed abodeaa increase in net income of $57.8 million, $4&0.3 million decrease in net cash flows
provided by operating activities reflected:

» Payments of approximately $121 million in the figsiarter of 2012, reflecting the settlement ofestaid local tax audit:

* An approximate $64 million decrease in cash floglating to higher prepaid tax balances in 2012o¢ifhg the timing of quarter!
estimated tax payment

» A $154.5 million decrease in cash flow from chanigeaccounts receivable balances primarily reftegctiigher billings in both
reportable segments. The higher accounts receitaidaces in the ratings segment reflect an inergamated issuance volumes
compared to the prior year. The higher balancédArmprimarily reflect the timing of billings for anral software maintenance
fees. Approximately 26% and 29% of the Company&oaats receivable balance at September 30, 2012 respectively,
represent unbilled receivables which primarily éeflcertain annual fees in MIS which are invoiaedirears

Partially offset by:

* A $23.6 million increase in cash flow reflectinggher deferred revenue balances. The increase énrddfrevenue reflects a new
fee structure within MIS where fees for certairimgs for frequent issuers are billed at the begigrif a program year. The
increase also reflects higher subscription reneimaléA compared to the prior year peric

* An approximate $25 million increase relating toh@gincentive compensation accruals in 2012 conaptaréhe prior year
reflecting higher projected achievement againdtyfeiér targeted results compared to projected aehient in the prior year
period;

* An approximate $30 million increase relating tohl@greserves for UTPs for various matt
* The remaining increase in cash flow is due to clkarig various other assets and liabilit

Net cash flows from investing activities

The $19.2 million decrease in net cash used insiivg activities primarily relates to lower capitalditions of $18.4 million due to project
phase timing of certain of the Company’s IT infrasture initiatives.

Net cash provided by (used in) financing activities
The $686.8 million increase in cash provided bwficing activities was attributed to:
* A $496.1 million increase relating to proceeds e from the issuance of the 2012 Senior Nc

» Treasury shares repurchased of $333.8 millionérfitist nine months of 2011 compared to $125.liomlin the same period in
2012;

» Higher net proceeds from stock-based compensaléms pf $34.3 million reflecting a greater numbgstock option exercises in
2012 compared to the prior year due to the Conrs higher trading price for its common sto

Partially offset by,

» Higher dividends paid of $17.4 million due to anrigase in the Company’s quarterly dividend fronbXEnts in the first quarter
of 2011 and 14 cents in the second and third quaofe2011, to 16 cents per share of Moody's comstonk in each of the same
periods of 2012

* Repayments on the 2008 Term Loan of $39.4 millioB012 compared to $7.5 million in the prior yearipd.
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Cash held in nonrU.S. jurisdictions

The Company’s aggregate cash and cash equivale$i1s518.5 million at September 30, 2012 consistiegipproximately $785 million
located outside of the U.S, a majority of whicldénominated in euros and British pounds. The cakhih the Company’s non-U.S.
operations contains approximately $712 million mtittees whose undistributed earnings are indefipiteinvested in the Company’s foreign
operations. Accordingly, the Company has not predideferred income taxes on these indefinitelyvested earnings. A future distribution
or change in assertion regarding reinvestment bydteign subsidiaries relating to these earnimgsdcresult in additional tax liability to the
Company. It is not practicable to determine the amof the potential additional tax liability dug ¢omplexities in the tax laws and in the
hypothetical calculations that would have to be emdthe Company manages both its U.S and interradt@ash flow to maintain sufficient
liquidity in all regions to effectively meet its emating needs.

Future Cash Requirements

The Company believes that it has the financialus=es needed to meet its cash requirements andtexpehave positive
operating cash flow for the next twelve months.ICa&sgjuirements for periods beyond the next tweleatims will depend, among other thir
on the Company'’s profitability and its ability toamage working capital requirements. The Company afey borrow from various sources.

The Company remains committed to using its strashdlow to create value for shareholders by inmgsh growing areas of the
business, reinvesting in ratings quality initiayenaking selective acquisitions in related busiessrepurchasing stock and paying a
dividend, all in the manner consistent with mainitag sufficient liquidity. In October of 2012, tlB»ard of Directors of the Company
declared a quarterly dividend of $0.16 per shaf@@bdy’s common stock, payable on December 10, 20 hareholders of record at the
close of business on November 20, 2012. The cosdimayment of dividends at this rate, or at akubject to the discretion of the Board.
Additionally, the Company expects to continue shiaprchases in the near term subject to avaitzdsh flow, market conditions and other
capital allocation decisions. As of September 310,22 Moody’s had $0.7 billion of share repurchaséhearity remaining under its current
program, which does not have an established eigirat

As part of the Copal acquisition in November 20#body’s and the non-controlling shareholders emténéo a put/call
arrangement whereby the noncontrolling shareholdave the option to sell the portion of Copal thatody’s does not currently own and
Moody'’s has the option to purchase this portiomfithe noncontrolling shareholders. The exerciseeprf this option was valued at $68
million at the time of acquisition and will fluctteabased on the financial results of Copal sulifeetfloor exercise price of approximately !
million. The carrying value of this redeemable namtcolling interest was $69.2 million at SeptemB@r 2012. There is no limit as to the
amount of the strike price on the put/call optitiris estimated that the exercise of the put/calirrgement will take place in the next two to
five years based on a Monte Carlo simulation. Phigcall arrangement expires on the sixth annivgrdate of the acquisition.

At September 30, 2012, Moody’s had $1.7 billioroafstanding debt, which is further described in“thdebtedness” section of
this MD&A below, with $1.0 billion of additional geacity available under the 2012 Facility. In thedlyuarter of 2012, the Company issued
the 2012 Senior Notes, which are due in 2022. Rrah@ayments on the 2008 Term Loan commenced fieSeher 2010 and will continue
through its maturity in accordance with the schedlpayments outlined in the “Indebtedness” seabibthis MD&A below.
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On February 6, 2008, the Company entered into & yi&ar operating lease agreement to occupy sixdloban office tower
located in the Canary Wharf district of London, Eamgl. The total base rent of the Canary Wharf Lease its 17.5-year term is
approximately 134 million GBP, and the Company lmegeaking base rent payments in 2011. In additicthégbase rent payments the
Company will be obligated to pay certain custorrempounts for its share of operating expenses anditigations. The total remaining lease
payments as of September 30, 2012 are approxim@®h 125 million, of which approximately GBP 8 riwth will be paid in the next twelve
months.

On October 20, 2006, the Company entered into anatipg lease agreement with 7 World Trade Cehte€, for 589,945 square-
feet of an office building located at 7WTC at 25@enwich Street, New York, New York, which is sexyias Moody’s headquarters. The
7WTC Lease has an initial term of 21 years withtaltof 20 years of renewal options. The total bas¢ of 7WTC Lease over its initial 21-
year term is approximately $536 million includirent credits from the World Trade Center Rent RadndProgram promulgated by t
Empire State Development Corporation. On March2®®,7, the 7WTC lease agreement was amended f@dimpany to lease an additional
78,568 square-feet at 7WTC. The additional baseiseapproximately $106 million over a 20-year teffhe total remaining lease payments
as of September 30, 2012, including the aforemeataent credits, are approximately $515 millioiwbich approximately $31 million will
be paid during the next twelve months.

Indebtednes:
The following table summarizes total indebtedness:

September 3C December 31
2012 2011
2012 Facility $ — $ —
Commercial pape — —
Notes Payable
Series 2005-1 Notes, due 2015; which includesdhre f
value of interest rate swap of $18.4 million at 201
and $11.5 million at 201 318.¢ 311t
Series 200-1 Notes due 201 300.( 300.(
2010 Senior Notes, due 2020, net of unamortizecbdist of
$2.6 million in 2012 and $2.7 million in 20: 497.£ 4972
2012 Senior Notes, due 2022, net of unamortizecbdist of
$3.9 million in 2012 496.1 —
2008 Term Loan, various payments through 2 95.€ 135.(
Total debt 1,707.! 1,243.¢
Current portior (95.6) (71.9
Total lon¢-term debi $ 1,611 $ 1,172

2012 Facility

On April 18, 2012, the Company and certain of itsssdiaries entered into a $1 billion five-yearisenunsecured revolving credit
facility in an aggregate principal amount of $llibil that expires in April 2017. The 2012 Faciligplaces the $1 billion 2007 Facility that
was scheduled to expire in September 2012. Theeposcfrom the 2012 Facility will be used for geheaaporate purposes, including,
without limitation, support for the Company’s $1libh commercial paper program, share repurchasdsaquisition financings. Interest on
borrowings under the facility is payable at ratest tare based on LIBOR plus a premium that caneréogn 77.5 basis points to 120 basis
points per annum of the outstanding amount, depgnoi the Company’s Debt/EBITDA ratio. The Compaiso pays quarterly facility fees,
regardless of borrowing activity under the 2012ilggcThese quarterly fees can range from 10 bpseists of the facility amount to 17.5
basis points, depending on the Company’s Debt/ BBIRatio.
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The 2012 Facility contains covenants that, amohgrahings, restrict the ability of the Company @sdubsidiaries, without the
approval of the lenders, to engage in mergers,daligiagions, asset sales, transactions with aféi§aind sale-leaseback transactions or to incut
liens, as set forth in the facility agreement. PB&2 Facility also contains a financial covenaat tiequires the Company to maintain a Debt
to EBITDA Ratio of not more than 4 to 1 at the efidiny fiscal quarter. Upon the occurrence of éeffimancial or economic events,
significant corporate events or certain other evennstituting an event of default under the 204&lRy, all loans outstanding under the
facility (including accrued interest and fees pdgabereunder) may be declared immediately duepagdble and all commitments under the
facility may be terminated.

2007 Facility

On September 28, 2007, the Company entered intoGalfilion five-year senior, unsecured revolvirrgdit facility, expiring in
September 2012. The 2007 Facility served, in pappport the Company’s CP Program described betderest on borrowings was
payable at rates that were based on LIBOR plugmipm that could range from 16.0 to 40.0 basistsaifithe outstanding borrowing
amount depending on the Debt/EBITDA ratio. The Campalso paid quarterly facility fees, regardleSbarowing activity under the 2007
Facility. The quarterly fees for the 2007 Faciligznged from 4.0 to 10.0 basis points per annurhefdcility amount, depending on the
Company’s Debt/EBITDA ratio. The Company also paidtilization fee of 5.0 basis points on borrowingsstanding when the aggregate
amount outstanding exceeded 50% of the total facilihe 2007 Facility contained certain covenahit,tamong other things, restricted the
ability of the Company and certain of its subsidiar without the approval of the lenders, to engageergers, consolidations, asset sales,
transactions with affiliates and sale-leasebaakstations or to incur liens, as defined in theteelagreement. The 2007 Facility also
contained financial covenants that, among othegthirequired the Company to maintain a Debt/EBITia#0o of not more than 4.0 to 1.0 at
the end of any fiscal quarter. On April 18, 201 2007 Facility was replaced by the 2012 Faailégcribed above.

Commercial Paper

On October 3, 2007, the Company entered into afiplacement commercial paper program under wthglCompany may issue CP
notes up to a maximum amount of $1.0 billion. Amsuavailable under the CP Program may be re-bodoWee CP Program is supported
by the Company’s 2012 Facility. The maturitiestaf CP Notes will vary, but may not exceed 397 deys the date of issue. The CP Notes
are sold at a discount from par or, alternativedld at par and bear interest at rates that wilf based upon market conditions at the time of
issuance. The rates of interest will depend on adrehe CP Notes will be a fixed or floating rdbe interest on a floating rate may be based
on the following: (a) certificate of deposit rafp) commercial paper rate; (c) federal funds réde L IBOR; (e) prime rate; (f) Treasury rate
(g) such other base rate as may be specified ipglement to the private placement agreement. Th@1©@gram contains certain events of
default including, among other things: non-paynarrincipal, interest or fees; entrance into aoynf of moratorium; and bankruptcy and
insolvency events, subject in certain instanceasite periods.

Notes Payable

On September 30, 2005, the Company issued andhsoldgh a private placement transaction, $300.0aniaggregate principal
amount of its Series 2005-1 Senior Unsecured Nohdes2015 pursuant to the 2005 Agreement. The S20i@5-1 Notes have a ten-year term
and bear interest at an annual rate of 4.98%, pagaimi-annually on March 30 and September 30.d&dxfrom the sale of the Series 2005-
1 Notes were used to refinance $300.0 million agates principal amount of the Compasigutstanding 7.61% senior notes which mature
September 30, 2005. In the event that Moody’s jadlysr part, of the Series 2005-1 Notes in advafd@eir maturity, such prepayment will
be subject to a Make Whole Amount. The Series 2D0Btes are subject to certain covenants that, grother things, restrict the ability of
the Company and certain of its subsidiaries, witlibe approval of the lenders, to engage in mergerssolidations, asset sales, transactions
with affiliates and sale-leaseback transaction® @mcur liens, as defined in the related agreement
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On September 7, 2007, the Company issued andtsoidgh a private placement transaction, $300.0anikggregate principal amount
of its 6.06% Series 2007-1 Senior Unsecured Nates2@17 pursuant to the 2007 Agreement. The S20i@s-1 Notes have a ten-year term
and bear interest at an annual rate of 6.06%, pagaimi-annually on March 7 and September 7. Utideterms of the 2007 Agreement, the
Company may, from time to time within five years,ts sole discretion, issue additional seriesesfi@r notes in an aggregate principal
amount of up to $500.0 million pursuant to one arensupplements to the 2007 Agreement. The Compeayyprepay the Series 2007-1
Notes, in whole or in part, at any time at a pegeial to 100% of the principal amount being prepgligls accrued and unpaid interest ai
Make Whole Amount. The 2007 Agreement contains pamés that limit the ability of the Company, andtam of its subsidiaries to, among
other things: enter into transactions with afféisit dispose of assets, incur or create liens, arteany sale-leaseback transactions, or merge
with any other corporation or convey, transfereade substantially all of its assets. The Compaust edso not permit its Debt/EBITDA ratio
to exceed 4.0 to 1.0 at the end of any fiscal guart

On August 19, 2010, the Company issued $500 miliggregate principal amount of unsecured notegumbéic offering. The 2010
Senior Notes bear interest at a fixed rate of 5.80% mature on September 1, 2020. Interest on@h@ 3enior Notes will be due semi-
annually on September 1 and March 1 of each yearmntencing March 1, 2011. The Company may prepag®i€ Senior Notes, in whole
in part, at any time at a price equal to 100% efgfincipal amount being prepaid, plus accruedwammiid interest and a Make-Whole
Amount. Additionally, at the option of the holderkthe notes, the Company may be required to psechHi or a portion of the notes upon
occurrence of a “Change of Control Triggering Eyeas defined in the 2010 Indenture, at a priceabtiu101% of the principal amount
thereof, plus accrued and unpaid interest to the afgpurchase. The 2010 Indenture contains covsrthat limit the ability of the Company
and certain of its subsidiaries to, among othargsj incur or create liens and enter into salel@aseback transactions. In addition, the
Indenture contains a covenant that limits the gbdf the Company to consolidate or merge with hapentity or to sell all or substantially all
of its assets to another entity. The 2010 Indentargains customary default provisions. In addit@mm event of default will occur if the
Company or certain of its subsidiaries fail to plag principal of any indebtedness (as defined én2®10 Indenture) when due at maturity in
an aggregate amount of $50 million or more, orfauleoccurs that results in the acceleration efriaturity of the Company’s or certain of
its subsidiaries’ indebtedness in an aggregate atrafi$50 million or more. Upon the occurrence dndng the continuation of an event of
default under the 2010 Indenture, the notes magrhedmmediately due and payable either automayicalby the vote of the holders of
more than 25% of the aggregate principal amoualladf the notes then outstanding.

On November 4, 2011, in connection with the actjoisiof Copal, a subsidiary of the Company issu&d4.2 million non-interest
bearing note to the sellers which represented @opoof the consideration transferred to acquiee@opal entities. If a seller subsequently
transfers to the Company all of its shares, the @om must repay the seller its proportion of thagipal on the later of (i) the fourth
anniversary date of the note or (ii) within a tifr@me set forth in the acquisition agreement netato the resolution of certain income tax
uncertainties pertaining to the transaction. Otlimewthe Company must repay any amount outstaradirthe earlier of (i) two business days
subsequent to the exercise of the put/call opticectjuire the remaining shares of Copal or (ii)tdrgh anniversary date of the issuance o
note. The Company has the right to offset paymétii@note against certain indemnification assst®eiated with UTPs related to the
acquisition, which are more fully discussed in Noté\ccordingly, the Company has offset the liapifor this note against the
indemnification asset, thus no balance for thigm@tarried on the Company’s consolidated balaheet at September 30, 2012 and
December 31, 2011. In the event that the Companydumot be required to settle amounts related eédtfiPs, the Company would be
required to pay the sellers the principal in acaamt with the note agreement. The Company may pitbeanote in accordance with certain
terms set forth in the acquisition agreement.
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On August 20, 2012, the Company issued $500 miliggregate principal amount of unsecured notesinbéic offering. The 2012
Senior Notes bear interest at a fixed rate of 4.8@% mature on September 1, 2022. Interest on@h2 3enior Notes will be due semi-
annually on September 1 and March 1 of each yearmntencing March 1, 2013. The Company may prepag®i€ Senior Notes, in whole
in part, at any time at a price equal to 100% efgihincipal amount being prepaid, plus accruedwanmhid interest and a Make-Whole
Amount. Additionally, at the option of the holderthe notes, the Company may be required to psech# or a portion of the notes upon
occurrence of a “Change of Control Triggering Eyeas defined in the 2012 Indenture, at a priceabtu101% of the principal amount
thereof, plus accrued and unpaid interest to the afgpurchase. The 2012 Indenture contains covsrthat limit the ability of the Company
and certain of its subsidiaries to, among otherghj incur or create liens and enter into salel@mseback transactions. In addition, the 2012
Indenture contains a covenant that limits the gbdf the Company to consolidate or merge with hapentity or to sell all or substantially all
of its assets to another entity. The 2012 Indentargains customary default provisions. In addit@mm event of default will occur if the
Company or certain of its subsidiaries fail to plag principal of any indebtedness (as defined én2®12 Indenture) when due at maturity in
an aggregate amount of $50 million or more, orfaweoccurs that results in the acceleration efraturity of the Company’s or certain of
its subsidiaries’ indebtedness in an aggregate ataf$50 million or more. Upon the occurrence dadng the continuation of an event of
default under the Indenture, the 2012 Senior noi#g become immediately due and payable either attoatly or by the vote of the holders
of more than 25% of the aggregate principal amofiatl of the notes then outstanding.

2008 Term Loan

On May 7, 2008, Moody'’s entered into a five-yedr5@&.0 million senior unsecured term loan with selvEmders due at various times
through May 7, 2013. Proceeds from the loan weeel s pay off a portion of the CP outstanding.ieséon borrowings under the 2008
Term Loan is payable quarterly at rates that asetb@n LIBOR plus a margin that can range from &8s points to 175 basis points
depending on the Company’s Debt/EBITDA ratio. Thistanding borrowings shall amortize in accordamitke the schedule of payments set
forth in the 2008 Term Loan outlined in the tabégdov.

The 2008 Term Loan contains restrictive covenadrdas among other things, restrict the ability af lompany to engage or to permit
subsidiaries to engage in mergers, consolidat@seet sales, transactions with affiliates and lsglseback transactions or to incur, or permit
its subsidiaries to incur, liens, in each casejesibo certain exceptions and limitations. The@0¥@rm Loan also limits the amount of debt
that subsidiaries of the Company may incur. In taidi the 2008 Term Loan contains a financial cargrthat requires the Company to
maintain a Debt/EBITDA ratio of not more than 4001t0 at the end of any fiscal quarter.

The principal payments due on the Company’s lomgr-teorrowings for each of the next five years arspnted in the table below:

2008 Term 2010 Senio 2012 Senio
Year Ended Series 200-1 Series 200-1
December 31 Loan Notes Notes Notes Notes Total
2012 (after September 30,) 316 % — $ — $ — $ — $ 31k
2013 63.¢ — — — — 63.¢
2014 - - - - - -
2015 — 300.C — — — 300.C
2016 - - - - - -
Thereaftel — — 300.C 500.( 500.( 1,300.(
Total 95.€ $ 300.C $ 300.C $ 500.( $ 500.( $1,695.¢
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In the fourth quarter of 2010, the Company entéméalinterest rate swaps with a total notional armaf $300 million which
converted the fixed rate of interest on the Se&2@35-1 Notes to a floating LIBOR-based interest.raiiso, on May 7, 2008, the Company
entered into interest rate swaps with a total mati@mount of $150 million to protect against fluations in the LIBORbased variable intere
rate on the 2008 Term Loan. Both of these inteastswaps are more fully discussed in Note 7eaacctindensed consolidated financial
statements.

At September 30, 2012, the Company was in compiavith all covenants contained within all of théotdlagreements. In addition
to the covenants described above, the 2012 Fachigy2007 Facility, the 2005 Agreement, the 20@re&ment, the 2012 Senior Notes, the
2010 Senior Notes and the 2008 Term Loan contaissadefault provisions. These provisions statedbfult under one of the
aforementioned debt instruments could in turn peleniders under other debt instruments to declarmtvings outstanding under those
instruments to be immediately due and payable.fAeptember 30, 2012, there were no such crossiltiefa

Interest expense, net
The following table summarizes the components w&frast as presented in the consolidated staterobafserations:

Three Months Ended Nine Months Ended
September 30 September 30

2012 2011 2012 2011
Income $ 1.2 $ 1€ $ 3.7 $ 3¢
Expense on borrowing (19.9 (16.2) (52.7) (48.9)
Income (expense) on UTPs and other tax relateditiab (a) 2.7 0.¢ 1.8 (6.2
Legacy Tax (b 4.4 — 4.4 3.7
Capitalized 0.1 0.8 — 2.2
Total $(15.9) $(12.9 $(42.2) 3$(45.0

(@) The nine months ended September 30, 2012 argountdins a benefit of approximately $7 millionateld to the settlement of state and
local income tax audit:

(b) The 2012 amounts represent a $4.4 million ofuwed interest relating to the favorable resolutba Legacy Tax Matter for the 2005
and 2006 tax years. The 2011 amounts represereese of $2.8 million of accrued interest experedating to the favorable resolution
of a Legacy Tax Matter and $0.9 million of interegtome related to a f-spinoff tax year

The following table shows the cash paid for interes

Nine Months Ended
September 30
2012 2011

Interest paid* $ 97.1 $ 63.€

* Interest paid includes payments of interest netpto the settlement of income tax audits in fh& fluarter of 2012 as well as net
settlements on interest rate swaps more fully dised in Note 7

The Company’s long-term debt, including the curygmtion, is recorded at cost except for the S&2#35-1 Notes which are
carried at cost adjusted for the fair value ofraeriest rate swap used to hedge the fair valuleeohote.
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The fair value and carrying value of the Compargigy-term debt as of September 30, 2012 and Dece®ih@011 are as follows:

September 30, 201. December 31, 201
Estimated Fair Estimated Fair

Carrying Carrying

Amount Value Amount Value
Series 2005-1 Notes* $ 318.¢ $ 315.k $ 311t $ 316.k
Series 200-1 Notes 300.( 335.¢ 300.C 332.7
2010 Senior Note 497 .2 554.¢ 4972 525.¢
2012 Senior Note 496.] 530.¢ — —
2008 Term Loal 95.¢€ 95.¢€ 135.C 135.(
Total $1,707.! $ 1,832.( $1,243.¢ $ 1,309.¢

* The carrying amount includes an $18.4 million &1d..5 million fair value adjustment on an intenedge hedge at September 30, 2012 and
December 31, 2011, respective

The fair values of the Company’s 2012 Senior Natas$ 2010 Senior Notes are based on quoted maikespihe fair value of
the remaining long-term debt, which is not publitigded, is estimated using discounted cash floitfsimputs based on prevailing interest
rates available to the Company for borrowings withilar maturities.

Management may consider pursuing additional lomgrinancing when it is appropriate in light of eagquirements for
operations, share repurchases and other strategartonities, which would result in higher finangioosts.

Off-Balance Sheet Arrangements

At September 30, 2012, Moody'’s did not have angtighships with unconsolidated entities or finahpetnerships, such as
entities often referred to as special purpose dabe interest entities where Moody’s is the priynbeneficiary, which would have been
established for the purpose of facilitating offdrate sheet arrangements or other contractuallpwanr limited purposes. As such, Moody’s
is not exposed to any financing, liquidity marketoedit risk that could arise if it had engagedich relationships.

Contractual Obligations
The following table presents payments due undeCttmapany’s contractual obligations as of Septen3fe2012:

Payments Due by Perioc

(in millions) Total Less Than 1 Yea 1-3Years 3-5 Years Over 5 Years
Indebtednes§) $2,322.: $ 182.¢ $ 470.¢ $ 448.: $ 1,220.:
Operating lease obligatiol 893.t 118.1 157.t 109.2 508.7
Purchase obligatior 151.¢ 61.1 72.€ 18.2 —

Contingent consideration related to acquisiti 3.8 1.4 — 2.4 —

Pension obligation®) 106.1 21.: 9.8 11.4 63.€
Total® $3,477 . $ 384.7 $ 710.t $ 589.f $ 1,792

(1) Reflects principal payments, related interest applicable fees due on the 2008 Term Loan, #nie$2005-1 Notes, the Series 2007-1
Notes, the 2010 Senior Notes, the 2012 Senior Nbt@sowings under the CP Program and the 201difyacis described in Note 13
the condensed consolidated financial statenr
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(2) Reflects a $2.4 million contingent cash paynretdted to the November 18, 2010 acquisition of G®bal Education, Inc. The cash
payment is dependent upon the achievement of aicewntractual milestone by January 2016. Alstuthes $1.4 million in contingent
consideration payments related to the November 2@g)Lisition of Copa

(3) Reflects projected benefit payments for thet bex years relating to the Company’s U.S. unfungieasion and other retirement benefit
plans described in Note 12 to the condensed cataeli financial statemer

(4) The table above does not include the Compamgtdong-term tax liabilities of $161.3 million e¢ing to UTP and Legacy Tax Matters,
since the expected cash outflow of such amounfgehbpd cannot be reasonably estimated. This anmisucluded as the exact amount
of the payment is still uncertain. In addition, table above does not include the following relatio the acquisition of Copal; (i) the
$14.2 million note payable as described in Notéolthie consolidated financial statements, (ii) $8ilion in contingent consideration
payments and (iii) the $69.2 million Redeemable &tmtrolling Interest, as the expected cash outfidwuch amounts by period cannot
be reasonably estimat

Dividends

On October 23, 2012, the Board approved the daaraf a quarterly dividend of $0.16 per sharévwfody’s common stock,
payable on December 10, 2012 to shareholders ofdext the close of business on November 20, 2012.

2012 Outlook

Moody’s outlook for 2012 is based on assumptiorsiaimany macroeconomic and capital market factoctyding interest rates, corporate
profitability and business investment spending,geeand acquisition activity, consumer borrowing aecuritization, and the amount of d
issued. There is an important degree of uncertaimtsounding these assumptions, especially asrtiate to Europe, and, if actual conditions
differ, Moody’s results for the year may differ ragally from the current outlook. The Company’sdance assumes foreign currency
translation at end-of-quarter exchange rates.

Moody’s is raising its EPS guidance for the fulby®012 to a range of $2.95 to $3.05 from the evrange of $2.76 to $2.86. Full-year
pro-forma EPS, which excludes the impact of a lgdar benefit, is now expected to be in the rangg2089 to $2.99, versus the previous
range of $2.70 to $2.80. Certain components oR0%2 guidance have also been modified to reflecttbmpany’s current view of credit
market conditions. For Moody’s overall, the Compay expects full-year 2012 revenue to grow inrttid-teens percent range. Full-year
2012 expenses are also now projected to increabe imid-teens percent range. Full-year 2012 ojgratargin is now projected to be
approximately 40 percent and adjusted operatingyimdor the year is still expected to be approxiehat3 percent. The effective tax rate is
still expected to be approximately 32 percent.

For the global MIS business, revenue for full-y2@t2 is now expected to increase in the mid-teensgmt range. Within the U.S., MIS
revenue is now expected to increase in the lowp2@sent range, while non-U.S. revenue is now exokitt increase in the mid-single-digit
percent range. CFG revenue is now projected to gndive mid-20s percent range. Revenue from SFEEli€xpected to grow in the mid-
single-digit percent range. FIG revenue is now etga:to grow in the mid-singleigit percent range. PPIF finance revenue is nopeeted tc
increase in the mid-teens percent range.

For MA, full-year 2012 revenue is still expectedriorease in the high-teens percent range. Witlernt.S., MA revenue is still expected to
increase in the high-teens to 20 percent range-W&nrevenue is now expected to increase in thle-téens percent range. Revenue from
RD&A is now projected to grow in the high-singlegiipercent range, while revenue for ERS is skifjected to grow in the low 20s percent
range, reflecting the December 2011 acquisitioB&H, as well as growth in the base business. PSme® is now projected to grow by
approximately 70%, reflecting revenue from the B@41 acquisition of a majority stake in Copal Rers.

Recently Issued Accounting Pronouncements

In May 2011, the FASB issued ASU No. 2011-04, “Amherents to Achieve Common Fair Value Measurementdsdosure Requirements
in U.S. GAAP and IFRS'The objective of this ASU is to achieve common falue measurement and disclosure requirementsSnGAAP
and IFRS. The amendments in this ASU change thdingused to describe current requirements in GSAP for measuring fair value and
for financial statement disclosure about
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fair value measurements. Some of the amendmeititg iIASU clarify the FASB’s intent or change a patar principle or requirement
pertaining to the application of existing fair valmeasurement requirements or for disclosing infion about fair value measurements. The
amendments in this ASU are required to be appliedpectively and are effective for fiscal yearsibeing after December 15, 2011. The
Company has conformed to the new disclosures redjirirthis ASU in this Form 10Q for the three mengéimded March 31, 2012.

In June 2011, the FASB issued ASU No. 2011-05,semntation of Comprehensive Incom&hder the amendments in this ASU, an entity
two options for presenting its total comprehensig®me: to show its components along with the camepts of net income in a single
continuous statement, or in two separate but caisecstatements. The amendments in this ASU apeined to be applied retrospectively
and are effective for fiscal years, and interimiqas within those years, beginning after Decemtae2011, with early adoption permitted. In
December 2011, the FASB issued ASU No. 2011-12féial of the Effective Date for Amendments to Bresentation of Reclassifications
of ltems Out of Accumulated Other Comprehensiveine”, which indefinitely defers the requiremenf8U No. 2011-05 to present on the
face of the financial statements reclassificatidjustments for items that are reclassified from @Qiet income in the statement(s) where the
components of net income and the components ofa@&presented. All other provisions of this ASU jelthare to be applied retrospectively,
are effective for fiscal years, and interim periadthin those years, beginning after December 03,12 The Company adopted all provisions
that were not deferred as of March 31, 2012. Tlupton of this ASU will not have any impact on tBempany’s consolidated financial
statements other than revising the presentatidheo€omponents of comprehensive income.

Contingencies

From time to time, Moody’s is involved in legal atak proceedings, governmental investigationsptdaand litigation that are
incidental to the Company’s business, includingnetabased on ratings assigned by MIS. Moody’sse alibject to ongoing tax audits in the
normal course of business. Management periodiealbgsses the Company’s liabilities and contingsrigieonnection with these matters
based upon the latest information available. Mosdifscloses material pending legal proceedingsupmtsto SEC rules and other pending
matters as it may determine to be appropriate.

Following the events in the U.S. subprime residgmtiortgage sector and the credit markets morediyaser the last several
years, MIS and other credit rating agencies arestipgect of intense scrutiny, increased regulatmigoing investigation, and civil litigatio
Legislative, regulatory and enforcement entitiesuad the world are considering additional legislatiregulation and enforcement actions,
including with respect to MIS’s compliance with ngwnposed regulatory standards. Moody’s has rexkaubpoenas and inquiries from
states attorneys general and other governmentabs@tigs and is responding to such investigatiomsiaquiries.

In addition, the Company is facing litigation framarket participants relating to the performanc#t® rated securities. Although
Moody'’s in the normal course experiences suchdlitan, the volume and cost of defending such litayahas significantly increased
following the events in the U.S. subprime residantiortgage sector and the credit markets moredby@ver the last several years.

On June 27, 2008, the Brockton Contributory RetaetrBystem, a purported shareholder of the Compa®ggurities, filed a
purported shareholder derivative complaint on Hedfahe Company against its directors and cersaimor officers, and the Company as
nominal defendant, in the Supreme Court of theeStatNew York, County of New York. The plaintiff serted various causes of action
relating to the named defendants’ oversight of MI&tings of RMBS and constant-proportion debtgailons, and their participation in the
alleged public dissemination of false and mislegdiriormation about MIS’s ratings practices andidailure to implement internal
procedures and controls to prevent the alleged ggoimg. The plaintiff sought compensatory damagesijtution, disgorgement of profits
and other equitable relief. On July 2, 2008, ThofRaElynn, a purported shareholder of the Compasgtaurities, filed a similar purported
shareholder derivative complaint in the SupremerCafithe State of New York, County of New Yorksasting similar claims and seeking
the same relief. The Flynn and Brockton cases wensolidated and plaintiffs filed
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an amended consolidated complaint in November 2808ilar claims were subsequently filed on Octa®@r2008 by the Louisiana
Municipal Police Employees Retirement System inUinéed States District Court for the Southern Béstof New York, on December 9,
2008 by Rena Nadoff in the Supreme Court of théeSitNew York and on July 6, 2009 by W. A. Sokothvin the United States District
Court for the Southern District of New York. Onyd9, 2012, plaintiffs in the above shareholdeivddive actions filed in the United States
District Court for the Southern District of New Moa motion for preliminary approval of a proposettlement that would resolve all pending
shareholder derivative cases. The settlement faalldoody’s to adopt and maintain certain corpoig&ernance changes for a period of two
years. In connection with the settlement, the Cowi@mreed not to oppose an application for attc's fees and costs in an amount not to
exceed $4.95 million. On July 20, 2012, the Dist@ourt granted preliminary approval of the setiéen On September 6, 2012, the District
Court held a final settlement hearing and, on Sep&r 7, 2012, entered a Final Order and Judgmenshidreholder has appealed the Final
Order and Judgment, and the time for an appea? fddd expired on October 9, 2012.

Two purported class action complaints have beed fily purported purchasers of the Company’s séesiagainst the Company
and certain of its senior officers, asserting climder the federal securities laws. The first fitad by Raphael Nach in the U.S. District
Court for the Northern District of Illinois on July9, 2007. The second was filed by Teamsters L282IPension Trust Fund in the United
States District Court for the Southern DistriciNgw York on September 26, 2007. Both actions haenlronsolidated into a single
proceeding entitled In re Moody’s Corporation Sé@s Litigation in the U.S. District Court for tigouthern District of New York. On
June 27, 2008, a consolidated amended complainfilwdspurportedly on behalf of all purchasersted Company’s securities during the
period February 3, 2006 through October 24, 2004ntfs allege that the defendants issued fals#/@ misleading statements concerning
the Company’s business conduct, business prospretimess conditions and financial results relagingarily to MIS’s ratings of structured
finance products including RMBS, CDO and constawnpprtion debt obligations. The plaintiffs seekuarspecified amount of compensatory
damages and their reasonable costs and expense®thin connection with the case. The Company midoedismissal of the consolidated
amended complaint in September 2008. On Februgr2@®, the court issued an opinion dismissingagextlaims and sustaining others. On
January 22, 2010, plaintiffs moved to certify asslaf individuals who purchased Moody’s Corporatommon stock between February 3,
2006 and October 24, 2007, which the Company omhd@3e March 31, 2011, the court issued an opineEmyihg plaintiffs’ motion to certify
the proposed class. On April 14, 2011, plaintifiisdf a petition in the United States Court of Apisdar the Second Circuit seeking
discretionary permission to appeal the decisio Tbmpany filed its response to the petition onil&%, 2011. On July 20, 2011, the Sec
Circuit issued an order denying plaintiffs’ petitiéor leave to appeal.

On August 25, 2008, Abu Dhabi Commercial Bank fidepurported class action in the United Stategibistourt for the
Southern District of New York asserting numerousiowmn-law causes of action against two subsidiarfieke Company, another rating
agency, and Morgan Stanley & Co. The action relatecurities issued by a structured investmehicie called Cheyne Finance (the
“Cheyne SIV”)and seeks, among other things, compensatory aritiveutlamages. The central allegation againstaliag agency defendau
is that the credit ratings assigned to the seesriisued by the Cheyne SIV were false and misigath early proceedings, the court
dismissed all claims against the rating agencyriifets except those for fraud and aiding and algeftaud. In June 2010, the court denied
plaintiff's motion for class certification, and atidnal plaintiffs were subsequently added to thenplaint. In January 2012, the rating agency
defendants moved for summary judgment with resjeettte fraud and aiding and abetting fraud claifiso in January 2012, in light of new
New York state case law, the court permitted tlaéngiffs to file an amended complaint that reagskpreviously dismissed claims agains
defendants for breach of fiduciary duty, negligemmgligent misrepresentation, and related aidimyabetting claims. In May 2012, the
court, ruling on the rating agency defendants’ oto dismiss, dismissed all of the reassertednsl@xcept for the negligent
misrepresentation claim, and on September 19, 24ffiet, further proceedings, the court also disntigke negligent misrepresentation claim.
On August 17, 2012, the court ruled on the ratiggnegies’ motion for summary judgment on
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the plaintiffs’ remaining claims for fraud and aidiand abetting fraud. The court dismissed, in wlwolin part, the fraud claims of four
plaintiffs as against Moody’s but allowed the fratldims to proceed with respect to certain claifnsne of those plaintiffs and the claims of
the remaining 11 plaintiffs. The court also dismaisall claims against Moody's for aiding and almeftiraud. Trial on the remaining fraud
claims against the rating agencies, and on clagasat Morgan Stanley for aiding and abetting frand for negligent misrepresentation, is
scheduled for May 2013. According to plaintiffs’ st@ecent litigation disclosures, plaintiffs haweserted that their total alleged
compensatory damages against all defendants, tiagsié alleged lost principal and lost interestigpstatutory interest, are approximately
$713 million. However, this figure includes appmeately $303 million dollars of damages assertetbimection with claims that have been
dismissed against Moody’s via the court’s August2/12 ruling, noted above. Three of the four glfswhose claims were dismissed
against Moody’s, with claims aggregating approxieha$288 million, have filed motions for reconsidgon.

In October 2009, plaintiffs King County, Washingtand lowa Student Loan Liquidity Corporation eaitddf substantially
identical putative class actions in the Southerstriait of New York against two subsidiaries of thempany and several other defendants,
including two other rating agencies and IKB Deutstidustriebank AG. These actions arise out ofgtiments in securities issued by a
structured investment vehicle called Rhinebridge(ffie “Rhinebridge SIV”) and seek, among othendki compensatory and punitive
damages. Each complaint asserted a claim for contawofraud against the rating agency defendanisgialg, among other things, that the
credit ratings assigned to the securities issuetthéyRhinebridge SIV were false and misleading. ddmee is pending before the same judge
presiding over the litigation concerning the Che$hé, described above. In April 2010, the courtiddrthe rating agency defendantsotion
to dismiss. In June 2010, the court consolidatedwv cases and the plaintiffs filed an amendedpdaimt that, among other things, added
Morgan Stanley & Co. as a defendant. In Januar 2@llight of new New York state case law, thert@ermitted the plaintiffs to file an
amended complaint that asserted claims againsatimg agency defendants for breach of fiduciarty dnegligence, negligent
misrepresentation, and aiding and abetting claimslay 2012, the court, ruling on the rating agedejendantsimotion to dismiss, dismiss
all of the new claims except for the negligent mgesentation claim and a claim for aiding andtatgpfraud; on September 28, 2012, after
further proceedings, the court also dismissed dgigent misrepresentation claim. Plaintiffs hawvastfar not sought class certification. On
September 7, 2012 the rating agencies filed a mdtiosummary judgment dismissing the remainingnt$aagainst them. In the course of the
proceedings, the two plaintiffs have assertedttigit total compensatory damages, consisting efjalll lost principal and lost interest, plus
statutory interest, equal approximately $70 millionJune 2012, defendants IKB Deutsche Industrikl#eG and IKB Credit Asset
Management GmbH informed the court that they haateted a confidential settlement agreement wittpthimtiffs.

For claims, litigation and proceedings not relatedhcome taxes, where it is both probable thélzllty is expected to be incurr
and the amount of loss can be reasonably estimidwedompany records liabilities in the consoliddiaancial statements and periodically
adjusts these as appropriate. In other instaneesuse of uncertainties related to the probableoowt and/or the amount or range of loss,
management does not record a liability but disddke contingency if significant. As additionalanihation becomes available, the Company
adjusts its assessments and estimates of suchrsrattmrdingly. In view of the inherent difficultf predicting the outcome of litigation,
regulatory, enforcement and similar matters andingancies, particularly where the claimants see§d or indeterminate damages or where
the parties assert novel legal theories or thearsihvolve a large number of parties, the Compamnot predict what the eventual outcome
of the pending matters will be or the timing of aegolution of such matters. The Company also damealict the impact (if any) that any
such matters may have on how its business is coadiuen its competitive position or on its finarigiasition, results of operations or cash
flows. As the process to resolve the pending mat&ferred to above progresses, management wilintento review the latest information
available and assess its ability to predict the@ute of such matters and the effects, if any, ®operations and financial condition. Howe
in light of the large or indeterminate damages boigsome of them, the absence of similar codimgs on the theories of law asserted and
uncertainties regarding apportionment of any paédamages, an estimate of the range of possibkek cannot be made at this time. For
income tax matters, the Company employs the ptastrinethodology of
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Topic 740 of the ASC which requires a company it filetermine whether it is more-likely-thant (defined as a likelihood of more than f
percent) that a tax position will be sustained bameits technical merits as of the reporting dassuming that taxing authorities will exam
the position and have full knowledge of all reletvisrfiormation. A tax position that meets this mdikely-than-not threshold is then measured
and recognized at the largest amount of benefitishgreater than fifty percent likely to be realizupon effective settlement with a taxing
authority.

Legacy Tax Matters

Moody'’s continues to have exposure to potentidilitees arising from Legacy Tax Matters. As of $&mpber 30, 2012, Moody’s
has recorded liabilities for Legacy Tax Matteratioig $38.9 million. This includes liabilities armdcrued interest due to New D&B arising
from the 2000 Distribution Agreement. It is possilitat the ultimate liability for Legacy Tax Mattezould be greater than the liabilities
recorded by the Company, which could result in @oitil charges that may be material to Moody’s feitieported results, financial position
and cash flows.

The following summary of the relationships amongddy's, New D&B and their predecessor entities ipamant in
understanding the Company’s exposure to the Le@azyMatters.

In November 1996, The Dun & Bradstreet Corporatieparated into three separate public companiesDUhe% Bradstreet
Corporation, ACNielsen Corporation and CognizantpBaation. In June 1998, The Dun & Bradstreet Coapon separated into two separate
public companies: Old D&B and R.H. Donnelley Comggan. During 1998, Cognizant separated into twzasate public companies: IMS
Health Incorporated and Nielsen Media Research,lin8eptember 2000, Old D&B separated into twaasae public companies: New D&B
and Moody's.

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mesis. These initiatives are
subject to normal review by tax authorities. Old B&nd its predecessors also entered into a sdrag@ements covering the sharing of any
liabilities for payment of taxes, penalties ancekiest resulting from unfavorable IRS determinationgertain tax matters, and certain other
potential tax liabilities, all as described in swdreements. Further, in connection with the 20@@bution and pursuant to the terms of the
2000 Distribution Agreement, New D&B and Moody’svkaagreed on the financial responsibility for anyemtial liabilities related to these
Legacy Tax Matters.

At the time of the 2000 Distribution, New D&B paitioody’s $55.0 million for 50% of certain anticipdtéuture tax benefits
through 2012. In the event that these tax benafésot claimed or otherwise not realized by NewH)&r there is an IRS audit of New D&B
impacting these tax benefits, Moody’s would be melito repay to New D&B an amount equal to theadimted value of its share of the
related future tax benefits as well as its shar@ngftax liability incurred by New D&B. In Septemtz012, New D&B effectively settled IRS
examinations for its 2005 and 2006 tax years. Aesalt, in the third quarter of 2012, Moody'’s resed a reduction of accrued interest
expense of $4.4 million ($2.6 million, net of taa)d an increase in other non-operating income &f&illion, relating to amounts due to
New D&B. In June 2011, the statute of limitations New D&B relating to its 2004 tax year expireds Aresult, in the second quarte
2011, Moody'’s recorded a reduction of accrued egeexpense of $2.8 million ($1.7 million, netak}and an increase in other noperating
income of $6.4 million, relating to amounts dueNtew D&B. As of September 30, 2012, Moody’s lialyilivith respect to this matter totaled
$36.8 million.

Additionally, in April 2011, Moody’s received a tefd of $0.9 million ($0.6 million, net of tax) famterest assessed related to pre-
spinoff tax years.

In 2005, settlement agreements were executed héthRS with respect to certain Legacy Tax Mattelated to the years 1989-
1990 and 1993-1996. With respect to these settlnbtoody’s and New D&B believed that IMS HealttdahMR did not pay their full
share of the liability to the IRS under the terrhthe applicable separation agreements betweepdties. Moody’s and New D&B
subsequently paid these amounts to the IRS and eoed arbitration proceedings against IMS HealthNMMR to resolve this dispute.
Pursuant to these arbitration proceedings, the @osnp
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received $10.8 million ($6.5 million as a reductmfrinterest expense and $4.3 million as a redoatictax expense) in 2009. The
aforementioned settlement payment resulted inneetne benefits of $8.2 million in 2009. The Compaostinues to carry a $2.1 million
liability for this matter.

Regulation

MIS and many of the securities that it rates algesai to extensive regulation in both the U.S. endther countries (including by
state and local authorities). Thus, existing arappsed laws and regulations can impact the Compapgrations and the markets for
securities that it rates. Additional laws and regjohs have been adopted but not yet implementéd\we been proposed or are being
considered. Each of the existing, adopted, propasddotential laws and regulations can increaseatists and legal risk associated with the
issuance of credit ratings and may negatively impaody’s operations or profitability, the Compagybility to compete, or result in
changes in the demand for credit ratings, in themaain which ratings are utilized and in the marinavhich Moody’s operates.

In the EU, in 2009, the European Parliament paaseelv regulation (“EU Regulationthat establishes an oversight regime for
CRA industry in the European Union. The framewarkthe EU Regulation requires the registrationgfalrregulation and periodic inspect
of CRAs operating in the EU. The EU Regulation asts out specific requirements for the use ofgatithat are produced outside of the EU
and are used for regulatory purposes in the EU. #grthese is a requirement for the relevant competahority in the EU and the compet
authority of the non-EU jurisdiction where thatingthas been produced to enter into a cooperagjegeanent containing provisions related to
the exchange of information and the coordinatioaugfervisory activities. The EU Regulation becanily effective in September 2010. MIS
applied for registration in August 2010 and wastgd registration in October 2011. In addition, Eheopean Securities and Markets
Authority (ESMA) was established in January 201d has had direct supervisory responsibility foribgistered CRA industry in the EU
since July 2011. In March 2012, ESMA publishedoreon its supervision of CRAs, which summarizeel tesults of ESMA'’s first
examinations of MIS, Fitch Ratings and S&P. ESM#£Eport includes a series of recommendations foaeodéd or changed practices among
all of the examined CRAs. The report did not publlimk any specific CRA with respect to particufardings by ESMA. As of the date of its
report, ESMA had not determined whether any obliservations constituted a breach of the provisitditie EU Regulation and reserved its
right to identify specific regulatory breaches dater stage.

The regulatory framework of the CRA industry congs to be discussed in the European Union.

In November 2011, the European Commission issueggsed amendments to its existing regulationsidtted as proposed, the
revised regulations, among other things, would:
. impose various additional procedural requiremeritls respect to ratings of sovereign issu

. require member states to adopt laws imposing Itglmh CRASs for an intentional or grossly negligéaiture to abide by the
applicable regulation:

. potentially impose a greater burden of proof on GRcused of failing to abide by applicable regdoies;

. impose mandatory rotation requirements on CRAglHigeissuers of securities, thereby limiting thenfoer of years a CRA can
issue ratings for securities of a particular iss

. enhance ESM’s role in reviewing rating methodologie
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. impose additional procedural and substantive requénts on the pricing of services; ¢
. restrict a CRA from rating any issuer or securiéychby any entity that owns, directly or indirectlyp% or more of the CR/

The proposal is now under discussion by both thegaan Parliament and the Council of the Europeainori Both bodies have
concluded their debates and have introduced amentdrtethe text. During the next stage of the latjiee process (generally referred to as
the “trialogues”), which commenced in July 2012 farliament, Council and Commission confer to@grea final compromise text. While
the timing is not clear, the Company believes figssible that the trialogue process may conclydgehr-end 2012.

Other legislation and regulation relating to credting and research services is being consideyédaldal, national and
multinational bodies and this type of activityilgely to continue in the future. In addition, inrt@@n countries, governments may provide
financial or other support to locally-based rataggncies. For example, governments may from tintient® establish official rating agencies
or credit ratings criteria or procedures for evihglocal issuers. If enacted, any such legistatind regulation could change the competitive
landscape in which MIS operates. The legal staftuatimg agencies has been addressed by courtrious decisions and is likely to be
considered and addressed in legal proceedingstfneento time in the future. Management of MIS canpredict whether these or any other
proposals will be enacted, the outcome of any pendr possible future legal proceedings, or regmatr legislative actions, or the ultimate
impact of any such matters on the competitive pmsifinancial position or results of operationshdody’s.

Forward-Looking Statements

Certain statements contained in this quarterly nteo Form 10-Q are forward-looking statements argbased on future expectations, plans
and prospects for the Company’s business and égesahat involve a number of risks and uncertagtBuch statements involve estimates,
projections, goals, forecasts, assumptions andrigicges that could cause actual results or ouesota differ materially from those
contemplated, expressed, projected, anticipatéuied in the forward-looking statements. Thosgeshents appear at various places
throughout this quarterly report on Form 10-Q, ultithg in the sections entitled “2012 Outlook” ari@bhtingencies” under Item 2. “MD&A”
commencing on page 43 of this quarterly report omT10-Q, under “Legal Proceedings” in Part linité, of this Form 10-Q, and elsewhere

in the context of statements containing the woldigve”, “expect”, “anticipate”, “intend”, “plan™will”, “predict”, “potential”, “continue”,

“strategy”, “aspire”, “target”, “forecast”, “projd¢ “estimate”, “should”, “could”, “may” and similaexpressions or words and variations
thereof relating to the Company’s views on futwergs, trends and contingencies. Stockholdersrarestors are cautioned not to place
undue reliance on these forward-looking statemdrits.forward-looking statements and other infororatire made as of the date of this
quarterly report on Form 10-Q, and the Company talles no obligation (nor does it intend) to pullgupplement, update or revise such
statements on a going-forward basis, whether asuwdtrof subsequent developments, changed expeetair otherwise. In connection with
the “safe harbor” provisions of the Private SedesiLitigation Reform Act of 1995, the Companydeitifying examples of factors, risks and

uncertainties that could cause actual resultsfterdperhaps materially, from those indicated lgse forward-looking statements.

Those factors, risks and uncertainties include gbeitnhot limited to, the current world-wide crediarket disruptions and economic slowdown,
which is affecting and could continue to affect tidume of debt and other securities issued in dimand/or global capital markets; other
matters that could affect the volume of debt ameosecurities issued in domestic and/or globatalmarkets, including credit quality
concerns, changes in interest rates and otherilitylat the financial markets; the uncertain efigeness and possible collateral consequence:
of U.S. and foreign government initiatives to respdo the economic slowdown; concerns in the mataee affecting our credibility or
otherwise affecting market perceptions of the iritggr utility of independent agency ratings; th&roduction of competing products or
technologies by other companies; pricing pressuna tompetitors and/or customers; the impact of
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regulation as an NRSRO, the potential for new Wstate and local legislation and regulations, iditlg provisions in the Financial Reform
Act and anticipated regulations resulting from tlaat; the potential for increased competition aaglulation in the EU and other foreign
jurisdictions; exposure to litigation related tor ating opinions, as well as any other litigattorwhich the Company may be subject fr

time to time; provisions in the Financial ReformtAand potential EU regulations, modifying the plieg and liability standards applicable to
credit rating agencies in a manner adverse togaiencies; the possible loss of key employedsyéai or malfunctions of our operations ¢
infrastructure; the outcome of any review by colfitrg tax authorities of the Company’s global tdamqming initiatives; the outcome of those
Legacy Tax Matters and legal contingencies thateeio the Company, its predecessors and theliatdfi companies for which Moody’s has
assumed portions of the financial responsibilitye &bility of the Company to successfully integratquired businesses; currency and foreign
exchange volatility; and a decline in the demanccfedit risk management tools by financial ingi@ns. These factors, risks and uncertai

as well as other risks and uncertainties that coaltse Moody’s actual results to differ materifigm those contemplated, expressed,
projected, anticipated or implied in the forwardhong statements are described in greater detdgutRisk Factorsin Part I, Item 1A of th
Company’s annual report on Form 10-K, and in oftiegs made by the Company from time to time wiile SEC or in materials

incorporated herein or therein. Stockholders armdstors are cautioned that the occurrence of atlyeske factors, risks and uncertainties may
cause the Company’s actual results to differ maitgrirom those contemplated, expressed, projecteticipated or implied in the forward-
looking statements, which could have a materialaahcerse effect on the Company’s business, restutiperations and financial condition.
New factors may emerge from time to time, and itds possible for the Company to predict new fagtapr can the Company assess
potential effect of any new factors on 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, 2011. Faseudsion of the
Company’s exposure to market risk, refer to Item Quantitative and Qualitative Disclosures abouwrikét Risk”, contained in the
Company’s annual report on Form 10-K for the yeatesl December 31, 2011.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurdése Tompany carried out an evaluation, as requiyeute 13a15(b) under th
Exchange Act, under the supervision and with th&gpation of the Company’s management, includimg Company’s Chief Executive
Officer and Chief Financial Officer, of the effahess of the design and operation of the Compatstdosure controls and procedures, as
defined in Rule 13a-15(e) of the Exchange Act,fab@end of the period covered by this report (tealuation Date”). Based on such
evaluation, such officers have concluded thatfalseoEvaluation Date, the Company’s disclosuretmis and procedures were effective to
provide reasonable assurance that information redquo be disclosed by the Company in reportsittidg¢s or submits under the Exchange
Act is recorded, processed, summarized and repwitbdh the time periods specified in the commutimato the Company’s management,
including the Company’s Chief Executive Officer ablief Financial Officer, as appropriate to allamely decisions regarding required
disclosure.

In addition, the Company’s management, includirg@ompany’s Chief Executive Officer and Chief FiciahOfficer, has
determined that there were no changes in the Coyrgarernal control over financial reporting tHeive materially affected, or are
reasonably likely to materially affect, these intdrcontrols over financial reporting during theipd covered by the report.

80



Table of Contents

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

See the discussion of legal matters under Padm . “MD&A — Contingencies”, commencing on pageof this quarterly report
on Form 10-Q, which is incorporated into this Itérhy reference.

Item 1A. Risk Factors

There have been no material changes since Dec&hp2011 to the significant risk factors and uraiettes known to the Company
that, if they were to occur, could materially acsady affect the Company’s business, financial ctoowli operating results and/or cash flow.
For a discussion of the Company’s risk factorsréd Item 1A. “Risk Factors”, contained in the Gmany’s annual report on Form 10-K for
the year ended December 31, 2011.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

MOODY’S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended September 30, 2012

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

Period Purchased (1) Paid per Share Program Program (2)
July 1-31 — $ — — $ 773.8 millior
August 1- 31 234,89¢ $ 38.5( 233,91t $ 764.8 millior
September - 30 401,43 $ 40.11 401,43: $ 748.7 millior
Total 636,33. $ 39.52 635,35!

(1) Includes the surrender to the Company of 981 sharesmmon stock in August to satisfy tax withhalgliobligations in connection w

the vesting of restricted stock issued to employ
(2) As of the last day of each of the months. Og 30, 2007, the Company’s Board authorized a $2l®n share repurchase program
which the Company began utilizing in January 20p8rucompletion of the June 2006 authorization. &lieno established expiration

date for the remaining authorizatic

During the third quarter of 2012, Moody’s issue# fhillion shares under employee stock-based congpiensplans.

Item 5. Other Information
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Iltem 6.

Exhibit
No.

3

31
A
2%

32
A

2%

101.DEF*
101.INS*

101.SCH’
101.CAL*
101.LAB*
101.PRE’

Exhibits

Description

ARTICLES OF INCORPORATION AND B-LAWS

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lyrid98, as amended
effective October 1, 2000, and as further amendfedtese April 26, 2005 (incorporated by refererioeéExhibit 3.1 to the
Report on Form 8-K of the Registrant file numbet4B37, filed October 4, 2000, and Exhibit 3.1 te Report on Form 8-K
of the Registrant, file numbe-14037, filed April 27, 2005]

Amended and Restated By-laws of the Registranofpurated by reference to Exhibit 3 of the ReparForm 8-K of the
Registrant, file number-14037, filed October 29, 201:

Second Supplemental Indenture, dated August 2@, 2&tween the Company and Wells Fargo Bank, Naltidasociation,
as trustee (incorporated by reference to Exhiliittd the Report on Form 8-K of the Registrant, fitanber 1-14037, filed
August 20, 2012)

Form of notes (included in Exhibit 4.1, above)(dnmorated by reference to Exhibit 4.1 to the ReparForm 8-K of the
Registrant, file number-14037, filed August 20, 201z

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBE&S-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 200z
CERTIFICATIONS PURSUANT TO SECTION 906 OF THE SARB&ES-OXLEY ACT OF 2002

Certification Pursuant to 18 U.S.C. Section 1330Adopted Pursuant to Section 906 of the Sarb@nxdsy Act of 2002. (Thi
Company has furnished this certification and damsntend for it to be considered filed under tle&ities Exchange Act of
1934 or incorporated by reference into future §iirunder the Securities Act of 1933 or the Seegriixchange Act of 193¢

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002. (Thi
Company has furnished this certification and dasdntend for it to be considered filed under tle&ities Exchange Act of
1934 or incorporated by reference into future §iirunder the Securities Act of 1933 or the Seegriixchange Act of 193¢

XBRL Definitions Linkbase Documel

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
XBRL Taxonomy Extension Labels Linkbase Docunr

XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its

behalf by the undersigned, thereunto duly authdrize

Date: November 5, 201

MOODY’S CORPORATION

By: /s/ LINDA S. HUBER

Linda S. Huber
Executive Vice President and Chief Financial Office
(principal financial officer)

By: /s/ JOSEPHM CCABE

Joseph McCabe
Senior Vice President and Corporate Controller
(principal accounting officer)
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Exhibit 31.1

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

I, Raymond W. McDaniel, Jr., President and Chieg¢&xive Officer of Moody’s Corporation, certify tha
1. | have reviewed this quarterly report on FormQ0f Moody’s Corporation;

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

3. Based on my knowledge, the financial statememtd,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 reportirgg @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 procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control over financiglaing, 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 registragisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportintat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially affected, or
is reasonably likely to materially affect, the rgant’s internal control over financial reportiremd

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiernal 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 weakses 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 CDANIEL , JR.
Raymond W. McDaniel, Jr.
President and Chief Executive Officer

November 5, 201



Exhibit 31.2

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

I, Linda S. Huber, Executive Vice President andeCRinancial Officer of Moody’s Corporation, cetithat:
1. | have reviewed this quarterly report on FormQ0f Moody’s Corporation;

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

3. Based on my knowledge, the financial statememtd,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 reportirgg @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 procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig teriod in which this report is being prepared;

b) Designed such internal control over financiglaing, 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 registragisslosure controls and procedures and presentdsineport our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyehis report based on such
evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportintat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially affected, or
is reasonably likely to materially affect, the rgant’s internal control over financial reportiremd

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiernal 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 weakses 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

November 5, 201



Exhibit 32.1

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

In connection with the Quarterly Report of MoodZsrporation (the “Company”) on Form 10-Q for theipe ended September 30,
2012 as filed with the Securities and Exchange Cw@sion on the date hereof (the “Report”), |, Rayehdd. McDaniel, Jr., President and
Chief Executive Officer of the Company, certifyrpuant to 18 U.S.C. § 1350, as adopted pursugBedtion 906 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 Exgj@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.

/sl RAymonD W. M CDANIEL , JR.
Raymond W. McDaniel, Jr.
President and Chief Executive Officer

November 5, 201



Exhibit 32.2

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

In connection with the Quarterly Report of MoodZsrporation (the “Company”) on Form 10-Q for theipe ended September 30,
2012 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), |, LirflaHuber, Executive Vice President and
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. § 1350, as adopted pursuéded¢tion 906 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 Exgj@Act of 1934; and
(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations
of the Company.

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

November 5, 201



