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GLOSSARY OF TERMS AND ABBREVIATIONS

The following terms, abbreviations and acronymsused to identify frequently used terms in thisongp

TERM
ACNielsen

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
CP Progran
CRAs

DEFINITION
ACNielsen Corporatio a former affiliate of Old D&E

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

Accumulated other comprehensive income (loss)pars¢ée component of sharehol¢ equity (deficit)

The FASB Accounting Standards Codification; theessmurce of authoritative GAAP as of July 1, 208€ept
for rules and interpretive releases of the SECciwvhare also sources of authoritative GAAP for SE@latrant:

The FASB Accounting Standards Update to the AS@lsh provides background information for accoumtin
guidance and the bases for conclusions on the elsanghe ASC. ASUs are not considered authoréativil
codified into the ASC

Barrie & Hibbert Limited, an acquisition completiedDecember 2011; part of the MA segment, a leading
provider of risk management modeling tools for nagice companies worldwic

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

A new global regulatory standard on bank capitalogehcy and liquidity agreed by the members of thgeB
Committee on Banking Supervision. Basel Ill wasaleged in a response to the deficiencies in fir@nci
regulation revealed by the global financial crifiasel 11l strengthens bank capital requirementsiatroduce:
new regulatory requirements on bank liquidity aadlbleverage

The board of directors of the Compe
Basis points

Operating lease agreement entered into on Feb8,&908 for office space in London, England, oceddy
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 Corporatio— a former affiliate of Old D&B; comprised the IMS Blth and NMR business:
European Commissic

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

Copal Partners; an acquisition completed in Novar2bé1; part of the MA segment; leading provider of
outsourced research and analytical services tiutighal investor:

Commercial pape

Unsecured commercial paper no

The Compan’s commercial paper program entered into on Octdp2007
Credit rating agencie
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TERM
CREF

CSl

D&B Business
DBPP
Debt/EBITDA
EBITDA
ECAIs

ECB

EMEA

EPS

ERS

ESMA
ESPP
ETR
EU
EUR

Eurosystem

Excess Tax Benefits

Exchange Ac

FASB

FIG

Financial Reform Ac
FSTC

FX
GAAP
GBP
G-8

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

CSI Global Education, Inc.; an acquisition compddte November 2010; part of the MA segment; a pievio!
financial learning, credentials, and certificatiorCanads

Old D&B’s Dun & Bradstreet operating compe

Defined benefit pension plai

Ratio of Total Debt to EBITD/

Earnings before interest, taxes, depreciation amarization
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 implementation sesvardl related risk management advisory engager

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 calleodf European Union member states that have addpe
euro as their sole official currency. The Eurosystmnsists of the European Central Bank and thialen
banks of the member states that belong to the Bog

The difference between the tax benefit realizeeiatcise of an option or delivery of a restrictbdre and the
tax benefit recorded at the time the option onietetd share is expensed under GA

The Securities Exchange Act of 1934, as ame!

Financial Accounting Standards Bo:

Financial institutions group; an LOB of M

Dodc-Frank Wall Street Reform and Consumer Protection

Financial Services Training and Certificationseparting unit within the MA segment that includésssroom-
based training services and

Foreign exchang
U.S. Generally Accepted Accounting Princip
British pounds

The finance minister and central bank governothefgroup of eight countries consisting of Can&dance,
Germany, Italy, Japan, Russia, U.S. and U.K., riegt annuall)
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TERM
G-20

IMS Health
Indenture

Indicative Ratings

I0SCO
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
NMR

NRSRO

DEFINITION

The G-20 is an informal forum of industrial and egieg-market countries on key issues related tbajlo
economic stability. The G-20 is comprised of: Artiea, Australia, Brazil, Canada, China, France,nGay,
India, Indonesia, Italy, Japan, Mexico, Russia,dséuabia, South Africa, South Korea, Turkey, th&kUand
the U.S. and The EU who is represented by theingt@&ouncil presidency and EC

A spir-off of Cognizant; provides services to the pharmé#ical and healthcare industri
Indenture and supplemental indenture dated Augs2d10, relating to the 2010 Senior Nc

These are ratings which are provided as of a poitiine, and not published or monitored. They aimarily
provided to potential or current issuers to indécahat a rating may be based on business fundals emiz
financial conditions as well as based on proposehtings

International Organization of Securities Commissi

Code of Conduct Fundamentals for Credit Rating Ages

Internal Revenue Servi

Korea Investors Service; a leading Korean ratingnag and consolidated subsidiary of the Comg

Korea Investors Service Pricing, Inc.; a Koreanvyater of fixed income securities pricing and condated
subsidiary of the Compar

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

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

The prepayment penalty amount relating to the S&@®5-1 Notes, Series 2007-1 Notes, and 2010 Senio
Notes which is a premium based on the excessyifarthe discounted value of the remaining schedl
payments over the prepaid princi|

Moody's Corporation and its subsidiaries; the Companyod§’' s

Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

Moody's Investors Servic— a reportable segment of MCO; consists of four L SFG, CFG, FIG and PP
Moody's Investors Service Code of Professional Con

Moody's Corporation and its subsidiaries; MCO; the Conyy

Net income attributable to Moo’s Corporation, which excludes net income from @titlated noncontrolling
interests belonging to the minority interest hol

The New D&B Corporatio~ which comprises the D&B busine
Percentage change is not meanin

Nielsen Media Research, Inc.; a «off of Cognizant; a leading source of televisiali@nce measurement
services

Nationally Recognized Statistical Rating Organiza
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TERM
Old D&B

Post-Retirement Plans

PPIF
Profit Participation Plal
RD&A

Redeemabl

Noncontrolling Interes

Reform Act
REITs
RMBS
RMS

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
UTBs
UTPs

DEFINITION
The former Dun and Bradstreet Company which digted New D&B shares on September 30, 2000, and wa:
renamed Mood's Corporatior

Moody'’s funded and unfunded pension plans, the-msement healthcare plans and post-retiremémt li
insurance plan

Public, project and infrastructure finance; an L&BMIS
Defined contribution profit participation plan thadvers substantially all U.S. employees of the Gany

Research, Data and Analytics; an LOB within MA thedduces, sells and distributes research, dataedated
content. Includes products generated by MIS, ssdmalyses on major debt issuers, industry studies,
commentary on topical credit events, as well anientc research, data, quantitative risk scores oamelr
analytical tools that are produced within N

Represents minority shareholc’ interest in entities which are controlled but

wholly-owned by Moody’s and for which Moody’s obéition to redeem the minority shareholders’ inteiest
in the control of the minority sharehold:e

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

The Risk Management Software LOB within MA, whiatopides both economic and regulatory capital risk
management software and implementation services. fdferred to a“ERE”

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 tcOb& 2
Agreemen

Principal amount of $300 million, 6.06% senior unged notes due in September 2017 pursuant toOBie 2
Agreemen

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

All indebtedness of the Company as reflected orctimsolidated balance sheets, excluding curreruats
payable and deferred revenue incurred in the orgdioaurse of busines

United Kingdom

United State:

U.S. dollar
Unrecognized tax benefi
Uncertain tax position
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TERM
2000 Distribution

2000 Distribution
Agreement

2005 Agreemer
2007 Agreemer
2007 Facility

2008 Term Loat
2010 Senior Notes

2012 Facility
7TWTC
TWTC Lease

DEFINITION

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

Agreement governing certain ongoing relationshigsvieen the Company and New D&B after the 2000
Distribution including the sharing of any liabiés for the payment of taxes, penalties and inteessiting
from unfavorable IRS rulings on certain tax mattand certain other potential tax liabiliti

Note purchase agreement dated September 30, 2086ig to the Series 20-1 Notes

Note purchase agreement dated September 7, 20&hgeo 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
Indenture

Revolving credit facility of $1 billion entered mbn April 18, 2012, expiring in 201
The Compan’s corporate headquarters located at 7 World TramgeC in New York, NY
Operating lease agreement entered into on OctdheDE
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PART I. FINANCIAL INFORMATION
Iltem 1. Financial Statements

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

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Revenue $640.6 $605.2 $1,287.¢ $1,182.C
Expense!

Operating 180.¢ 170.t 366.1 331.:

Selling, general and administrati 159.€ 142.¢ 328.¢ 291.

Depreciation and amortizatic 22.1 21.¢ 45.¢ 39.k

Restructuring — (0.7) — (0.7)

Total expenses 362.% 335.1 740.1 662.]

Operating Income 278.t 270.] 547.k 520.2
Non-operating (expense) income, |

Interest expense, n (16.€) (14.7 (26.9 (32.9)

Other nor-operating income (expense), | 2.7 8.2 2.€ 11.5

Total non-operating (expense) income, net (13.9 (5.9 (24.9) (20.§)

Income before provisions for income taxe 264.¢ 264.2 523.2 499.¢

Provision for income taxe 88.¢ 73.5 172.( 151.¢
Net income 175.7 190.7 351.2 347.¢

Less: Net income attributable to noncontrollingeelsts 3.2 1.7 5.2 3.3
Net income attributable to Moody's $172F $189.C $ 346.C $ 344t
Earnings per share attributable to Mo’s common shareholde

Basic $ 077 $ 08 $ 15 $ 151

Diluted $ 07¢ $ 08 $ 152 $ 1.4¢
Weighted average number of shares outstar

Basic 223.¢ 228.2 2237 228.¢

Diluted 227.% 231.t 227.% 231.
Dividends declared per share attributable to M¢s common shareholde $ 01 $014 $ 01¢ $ 0.1«

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 Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Net income $175.7 $190.7 $351.2 $347.¢
Foreign currency translation adjustme (37.9 13.c 9.9 36.2
Cash flow and net investment hedges, net of tax:
Net unrealized losses on cash flow and net investimedge®  (1.5) (0.9 (1.6) (0.9
Reclassification of losses included in net incc? _0.7 0.8y 0.8 0.4 & 0.9 1t 1.1
Pension and Other Pos-Retirement Benefits, net of tax:
Amortization of actuarial losses and prior servosts includei

in net income®) iL& 0.8 3.C 1.7
Net actuarial losses and prior service c@® (5.6) 4 (B3 (2.4 (5.6 (2.6) (3.9 (1.€)
Comprehensive incorr 132.7 202.( 339.( 383.f
Less: comprehensive income attributable to nonodintg

interests 2.3 2.1 6.3 4.1
Comprehensive income attributable to Ma’'s $130.4 $199.¢ $332.7 $379.2

(1)
()
(3)
(4)

Amounts are net of income taxes of $1.0 milliovd $0.3 million for the three months ended Juhe2812 and 2011, respectively, and
$1.1 million and $0.3 million for the six monthsde June 30, 2012 and 2011 respecti

Amounts are net of income taxes of $0.4 millgmd $0.5 million for the three months ended Juhe2812 and 2011, respectively, and
$0.9 million and $1.0 million for the six monthsde June 30, 2012 and 2011 respectiy

Amounts are net of income taxes of $0.9 millgmd $0.6 million for the three months ended Juhe2812 and 2011, respectively, and
$2.0 million and $1.2 million for the six monthsdsd June 30, 2012 and 2011 respecti

Amounts are net of income taxes of $3.9 millionboth periods ending June 30, 2012 and $2.4amifor both periods ending June 30,
2011.

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

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable, net of allowances of $30.20h2 and $28.0 in 201
Deferred tax assets, r
Other current asse
Total current asse
Property and equipment, net of accumulated degreciaf $286.6 in 2012 and $258.2 in 2(
Goodwill
Intangible assets, n
Deferred tax assets, r
Other asset
Total asset

LIABILITIES, REDEEMABLE NONCONTROLLING INTEREST AND SHAREHOLDERS’
EQUITY(DEFICIT)
Current liabilities:
Accounts payable and accrued liabilit
Unrecognized tax benefi
Current portion of lon-term debt
Deferred revenu
Total current liabilities
Non-current portion of deferred reven
Long-term debi
Deferred tax liabilities, ne
Unrecognized tax benefi
Other liabilities
Total liabilities
Contingencies (Note 1«
Redeemable noncontrolling inter:
Shareholder equity(deficit):
Preferred stock, par value $.01 per share; 10,000s0ares authorized; no shares issued and
outstanding
Series common stock, par value $.01 per sharef@MO0 shares authorized; no shares issued and
outstanding
Common stock, par value $.01 per share; 1,000,0000ares authorized; 342,902,272 shares iss
June 30, 2012 and December 31, 2011, respect
Capital surplu
Retained earning
Treasury stock, at cost; 120,619,040 and 120,4@%Bares of common stock at June 30, 2012 and
December 31, 2011, respectivi
Accumulated other comprehensive i
Total Moody's shareholde’ equity (deficit)
Noncontrolling interest
Total shareholde’ equity (deficit)

Total liabilities, redeemable noncontrolling interand shareholde equity (deficit)

December 31

June 30,

2012 2011
$ 824.] $ 760.C
15.4 14.¢
530.t 489.¢
39.¢ 82.2
109.¢ 77.€
1,519. 1,424..
317.¢ 326.¢
638.1 642.¢
238.( 253.¢
150.¢ 146.¢
100.1 82.(
$ 2,963.¢ $ 2,876.:
$ 300.1 $ 452:
— 90.C
1275 71.2
567.¢ 520.¢
995.2 1,134.(
94.¢ 97.7
1,110.¢ 1,172t
59.1 49.€
130.C 115.¢
395.¢ 404.¢
2,785.: 2,974.(
70.5 60.£
34 34
367.¢ 394t
4,486.! 4,176..
(4,637.9) (4,635.Y)
(120.9) (107.5)
99.1 (169.0
9.2 10.€
108.: (158.9)
$ 2,963.¢ $ 2,876

The accompanying notes are an integral part of¢imsolidated financial statements.

10



Table of Contents

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 providgperating 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 shterm investment
Sales and maturities of sh-term investment
Cash paid for acquisitior
Net cash used in investing activitie
Cash flows from financing activities
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 pa
Debt issuance costs and related
Net cash used in financing activiti
Effect of exchange rate changes on cash and cashueglents
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the peric

Six Months Ended
June 30,
2012 2011

$ 351.2 $ 347.¢

45.€ 39.
29.¢ 30.2
47 F 5.8
9.2) (5.9
— (6.4)

(40.5) 11.2
(32.4) 71.€
(3.2) (1.9

(115.9) (78.0)
— (0.2)
45 ¢ 20.F

(73.9) 6.4
(9.9 4.€
235.F 445
(21.9) (35.6)
(24.7) (16.6)
247 18.¢
(3.5) (7.1)
(25.9) (40.4)
(7.5) (3.9
34.¢ 35.1
(100.0) (127.6)
9.2 5.
(71.6) (58.2)
(4.5 (4.5
(0.5) —
(2.5) —

(142.5) (153.1)
(3.0 26.F
64.1 278.¢

760.C 659.¢€

$824.] $ 938.¢

The accompanying notes are an integral part of¢inelensed 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, atadeanalytical tools, (iii) software
solutions and related risk management servicesgiantitative credit risk measures, financial sy 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 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 us&ertings in the distribution of their
debt issues to investors.

The MA segment, which includes all of the Compamgs-rating commercial activities, develops a wialege of products and services
that support financial analysis and risk manageraetitities of institutional participants in globiancial markets. Within its RD&A
business, MA distributes research and data develbpdVIS as part of its ratings process, includimglepth research on major debt issuers,
industry studies and commentary on topical crezléted events. The RD&A business also producesossimresearch as well as data and
analytical tools such as quantitative credit risres. Within its ERS business (formerly referea$ RMS), MA provides software solutions
as well as related risk management services. Tdfeggsional services business provides outsourcediren and analytical services along \
financial training and certification programs.

The Company operated as part of Old D&B until Seqiter 30, 2000, when Old D&B separated into two glhptraded companies —
Moody’s Corporation and New D&B. At that time, A&B distributed to its shareholders shares of Ne®Bstock. New D&B comprised
the business of Old D&B’s Dun & Bradstreet opergttompany. The remaining business of Old D&B cdasdisolely of the business of
providing ratings and related research and cré&kitmanagement services and was renamed Moodyjso€ation. For purposes of governing
certain ongoing relationships between the CompayNew D&B after the 2000 Distribution and to pradeifor an orderly transition, the
Company and New D&B entered into various agreemiactading a distribution agreement, tax allocatagreement and employee benefits
agreement.

These interim financial statements have been peegaraccordance with the instructions to Form 18nQ should be read in
conjunction with the Company’s consolidated finahstatements and related notes in the Company's a8nual report on Form 10-K filed
with the SEC on February 27, 2012. The resultsigfim periods are not necessarily indicative stites for the full year or any subsequent
period. In the opinion of management, all adjusttagoonsisting of normal recurring accruals) coesid necessary for a fair presentation of
financial position, results of operations and cleivs 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 reclassifienform 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’s last Formfiled with the SEC for the year ended December2®1,1. All other provisions as
outlined in the summary of significant accountirgiges for this policy and all other significant@unting policies described in the Form 10-
K for the year ended December 31, 2011 remain uggth
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Long-Lived Assets, Including Goodwill and Other Acaiired Intangible Assets

Moody'’s has historically evaluated its goodwill farpairment at the reporting unit level, definedaasoperating segment or one level
below an operating segment, annually as of Nover@®ar more frequently if impairment indicators sgon accordance with ASC Topic
350. In the second quarter of 2012, the Companggddithe date of its annual assessment of goodmphirment to July 31 of each year.
This is a change in method of applying an accogmpiinciple which management believes is a preferalternative as the new date of the
assessment is more closely aligned with the Comipatiategic planning process. The change in thesssnent date does not delay,
accelerate or avoid a potential impairment chafpe. Company has determined that it is impractictblebjectively determine projected c:
flows and related valuation estimates that woulehzeen used as of each July 31 of prior repoférgpds without the use of hindsight. As
such, the Company has prospectively applied thagi&n annual goodwill impairment testing date bagig in the second quarter of 2012.

At November 30, 2011, the date of the Companysitapairment assessment, Moody’s had six primappreng units: one in MIS that
encompassed all of Moody’s ratings operations aredreporting units within MA: RD&A, ERS (formerlgRMS), training, CSI and Copal.
The RD&A reporting unit encompasses the distributié investor-oriented research and data develbyed|S as part of its ratings process,
in-depth research on major debt issuers, indusiidiess, economic research and commentary on topigaits and credit analytic tools. The
ERS reporting unit consists of credit risk managetaed compliance software that is sold on a liearssubscription basis as well as related
advisory services for implementation and mainteraitie training reporting unit consisted of thetioor of the MA business that offers both
credit training as well as other professional depgient training. In November 2010, the Company aieduCSlI, which was assessed
separately as its own reporting unit for the anigaaldwill impairment assessment as of NovembeRBQ] as the entity had not yet been
integrated with one of the aforementioned MA rejpgrunits. CSI was integrated with the trainingamg during the second quarter of 2(
to form the Financial Services Training and Cegéfion reporting unit. In the fourth quarter of 20the Company acquired Copal and B&H,
for which Copal is deemed to be a separate regputiit and B&H is part of the ERS reporting unit.

NOTE 3. STOCK-BASED COMPENSATION

Presented below is a summary of the stock-baseg@&asation cost and associated tax benefit includéte accompanying
consolidated statements of operations:

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Stock compensation cost $ 14.¢ $ 14.c $29.¢ $30.5
Tax benefit $ 54 $ b5.€ $10.€ $11.2

During the first half of 2012, the Company gran@e8 million employee stock options, which had aghétd average grant date fair
value of $15.19 per share based on the Black-Sshggon-pricing model. The Company also grant&dndillion shares of restricted stock in
the first half of 2012, which had a weighted averggant date fair value of $38.62 per share anérgdip vest ratably over a foyear period
Additionally, the Company granted approximately filion shares of restricted stock that contagoadition whereby the number of shares
that ultimately vest are based on the achievenferertain non-market based performance metrick@fdompany over a three-year period.
The weighted average grant date fair value of taeseds was $36.78 per share.
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The following weighted average assumptions were is@etermining the fair value for options grante@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¢

Unrecognized compensation expense at June 30,284 $19.4 million and $75.9 million for stock opttband nonvested restricted
stock, respectively, which is expected to be recmghover a weighted average period of 1.4 yealsla® years, respectively. Additionally,
there was $18.0 million of unrecognized compensatixpense relating to the aforementioned non-mérdsed performance awards which is
expected to be recognized over a weighted averagedpof 1.0 years.

The following tables summarize information relatbogstock option exercises and restricted stockivgs

Six Months Ended

June 30,
2012 2011
Stock option exercises:
Proceeds from stock option exerci: $ 46.7 $ 39.€
Aggregate intrinsic valu $ 26.€ $ 19.c
Tax benefit realized upon exerc $ 10.1 $ 7.7
Six Months Ended
June 30,
2012 2011
Restricted stock vesting:
Fair value of shares vest $ 37.t $ 18.¢
Tax benefit realized upon vesti $ 13.2 $ 7.C

NOTE 4. INCOME TAXES

Moody'’s effective tax rate was 33.6% and 27.8%tlerthree months ended June 30, 2012 and 201 Ecatesgdy and 32.9% and 30.4%
for the six months ended June 30, 2012 and 20%fentively. The increase in the effective tax wasarily due to a beneficial adjustment in
UTPs in the second quarter of 2011 resulting froioreign tax ruling, partially offset by a smalkax benefit in 2012 resulting from tax audit
settlements.

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 incr@gags UTPs of $7.6 million ($5.2
million net of federal tax benefit) during the sedajuarter of 2012 and an overall decrease inT8gJduring the first six months of 2012 of
$75.4 million ($45.5 million net of federal bensjit The six month decrease is due to the settleoféntome 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 Compars U.S. federal income tax returns for the yeai@&8and 2009 are under examination and its 201@ret&imains
open to examination. Tax filings in the U.K. remajpen to examination for tax years 2007 through0201
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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 taxeor the recognition of tax benefits. It is
also possible that new issues might be raisedcguthorities which could necessitate increasd¢bddalance 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 hagjadtely provided for its financial exposure relgtio all open tax years by tax jurisdiction
in accordance with the applicable provisions of it¢#0 of the ASC regarding UTBs.

The following table shows the amount the Comparnig faa income taxes:

Six Months Ended

June 30,
2012 2011
Income Taxes Paid * $235.( $115.¢
* Includes approximately $92 million in payments tiax audit settlements in the first quarter of 2(
NOTE 5. WEIGHTED AVERAGE SHARES OUTSTANDING
Below is a reconciliation of basic to diluted slswoaitstanding:
Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Basic 223.¢ 228.2 223.% 228.€
Dilutive effect of shares issuable under s-based compensation pla 3.3 3.3 3.€ 2.8
Diluted 227 .2 231t 227.% 2314
Anti-dilutive options to purchase common shares andctst stock excluded from ti
table above 7.2 94 7.1 11.€

The calculation of diluted EPS requires certairuaggtions regarding the use of both cash proceaedlasssumed proceeds that would be
received upon the exercise of stock options antingesf restricted stock outstanding as of June2Bd,2 and 2011. These assumed proceeds
include Excess Tax Benefits and any unrecognizegpensation of the awards.

NOTE 6. SHORT-TERM INVESTMENTS

Short-term investments are securities with maesitireater than 90 days at the time of purchas@tbavailable for operations in the
next twelve months. The short-term investmentsnarily consisting of certificates of deposit, atessified as held-to-maturity and therefore
are carried at cost. The remaining contractual ritegs of the short-term investments were one montight months and one month to seven
months as of June 30, 2012 and December 31, 2684fectively. Interest and dividends are recordadintome when earned.

NOTE 7. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITI ES

The Company is exposed to global market risksuufiolg risks from changes in FX rates and changéegénest rates. Accordingly, the
Company uses derivatives in certain instances toageathe aforementioned financial exposures thatran the normal course of business.
The Company does not hold or issue derivativesgeculative purposes.
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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 Notesftoading interest rate based on then8nth LIBOR. The purpose of this hedge was to ratt
the risk associated with changes in the fair valude Series 2005-1 Notes, thus the Company heigriited these swaps as fair value
hedges. The fair value of the swaps is reportexttier assets at June 30, 2012 and December 31,2l Company’s consolidated balance
sheets with a corresponding adjustment to the icaymalue of the Series 2005-1 Notes. The changései fair value of the hedges and the
underlying hedged item generally offset and thecash settlements on the swaps are recorded edol pathin interest expense, net, in the
Company’s consolidated statement of operations.

In May 2008, the Company entered into interest sat@ps with a total notional amount of $150 milliorprotect against fluctuations in
the LIBOR-based variable interest rate on the ZD&8n Loan, further described in Note 13. Theseré#terate swaps are designated as cash
flow hedges. Accordingly, changes in the fair vatighese swaps are recorded to other compreheimsivme or loss, to the extent that the
hedge is effective, and such amounts are reclaeddifi earnings in the same period during whichhtgiged transaction affects income. The
fair value of the swaps is reported in other lities in the Company’s consolidated balance sheelsne 30, 2012 and December 31, 2011.

Foreign Exchange Forwards and Options

The Company engaged in hedging activities to ptagainst FX risks from forecasted billings andretl revenue denominated in the
euro and the GBP. FX options and forward exchaogéracts were utilized to hedge exposures relatethanges in FX rates. As of
December 31, 2011, these FX options and forwartlaxge contracts have matured and all realized gaididosses have been reclassified
from AOCI into earnings. These FX options and famvexchange contracts were designated as cashédges.

The Company also enters into foreign exchange fatsvep mitigate the change in fair value on certaisets and liabilities denominated
in currencies other than the entity’s functionalrency. These forward contracts are not designagdiedging instruments under the
applicable sections of Topic 815 of the ASC. Acaogtl/, changes in the fair value of these contracésrecognized immediately in other non-
operating (expense) income, net in the Companyisalated statements of operations along witi-K@ain or loss recognized on the
assets and liabilities denominated in a currenbgrathan the entity’s functional currency. Thesetacts have expiration dates at various
times through September 2012.

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

June 30 December 31
2012 2011

Notional amount of Currency Pair:
Contracts to purchase USD with eu $29.2 $ 27.5
Contracts to sell USD for eur: $ 46.5 $ 47.7
Contracts to purchase USD with Gl $ 3.3 $ 2.4
Contracts to sell USD for GB $ — $ 17.€
Contracts to purchase USD with other foreign curies $ 5.3 $ 3.2
Contracts to sell USD for other foreign current $ 5.7 $ 7.€
Contracts to purchase euros with other foreignenaies €124 € 13.€
Contracts to purchase euros with G € 1.6 € 1.€
Contracts to sell euros for GE € 14.¢€ € 7.2
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Net Investment Hedge

In June 2012, the Company entered into foreignecuoy forward contracts to hedge the exposure cktataon-U.S. Dollar net
investments in certain foreign subsidiaries agaidserse changes in foreign exchange rates. Thesarfl contracts are designated as
hedging instruments under the applicable sectib®pic 815 of the ASC. Hedge effectiveness is ssseé based on the overall changes il
fair value of the forward contracts on a pre-tagi®aAny change in the fair value of these hedbasis the result of ineffectiveness would be
recognized immediately in other non-operating (&ge¢ income in the Company'’s consolidated statewfemperations. As of June 30, 2012
the Company does not expect to incur any ineffeaiss. Accordingly, all gains and losses on thesgatives designated as net investment
hedges are recognized in the currency translatiprsament component of AOCI. These contracts exmir&eptember 4, 2012.

The following table summarizes the notional amowfithe Company’s foreign exchange forward congréitat are designated as net
investment hedges:

June 30 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 consoliddteldnce sheets for the fair value of
the derivative instruments:

Fair Value of Derivative Instruments

June 30 December 31
Balance Sheet
Derivatives Instruments Location 2012 2011
Assets:
Derivatives designated as accounting hedges:
Interest rate swag Other asset $ 13.F $ 11.5
Total derivatives designated as accounting he 13.t 11.
Derivatives not designated as accounting hedges:
FX forwards on certain assets and liabilit Other current asse 1.€ 1.1
Total asset $ 15.1 $ 12.€
Liabilities:
Derivatives designated as accounting hedges:
Interest rate swaps Accounts payable ai
accrued liabilities $ 25 $ 4.5
FX forwards on net investment in certain Accounts payable al
foreign subsidiaries
accrued liabilities 1.5 —
Total derivatives designated as accounting he 4.C 4.5
Derivatives not designated as accounting hedges:
FX forwards on certain assets and liabilities Accounts payable al
accrued liabilities 0.3 2.3
Total liabilities $ 4.3 $
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The following table summarizes the net gain (lessjhe Company’s foreign exchange forwards whiehrat designated as hedging
instruments as well as the gain (loss) on the désterate swaps designated as fair value hedge:

Derivatives designated as accounting hedges

Interest rate swaps

Derivatives not designated as accounting hedges

Foreign exchange forwards

Amount of Gain (Loss) Recognized in Income

Three Months Ended

Six Months Ended

June 30, June 30,
Location on Income Statemer 2012 2011 2012 2011
Interest expense, n $ 0S8 $ 1cC $ 17 $ 21
Other non-operating
(expense) incom $ (1.9 $ (0.9) $ (0.9 $ 2.t

The following table provides information on gaita@gses) on the Company’s cash flow hedges:

Derivatives in
Cash Flow
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)

FX options
Interest rate
swaps

Total

FX options
Interest rate
swaps

Total

Three Months Ended

June 30,
2012 2011
$ — $ —
— (0.4)
$ — $ (0.4)
Six Months Ended
June 30,
2012 2011
$ — $ —
(0.1) (0.4)
$ ©1) $ (09

Revenue

Interest Expens

Revenue

Interest Expens

Three Months Ended

June 30,
2012 2011
$ — $ —
(0.7) (0.6)
$ 07 $ (0.6
Six Months Ended
June 30,
2012 2011
$ — $ (0.2
(1.9 (1.9
$ @13 $ @h

Revenue

N/A

Revenue

N/A

Three Months Ended

June 30,

2012 2011
$ — $ —
$ — $ —

Six Months Ended

June 30,

2012 2011
$ — $ —
$ — $ —

All gains and losses on derivatives designatedhal flow hedges are initially recognized through@iCRealized gains and losses
reported in AOCI are reclassified into earningsqirevenue for FX options and into interest expensefor the interest rate swaps) as the
underlying transaction is recognized.

18



Table of Contents

The following table provides information on gaitages) 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

June 30,
2012 2011
FX forwards $ (1.5 $ —
Total $ (1.5) $ —
Six Months Ended
June 30,
2012 2011
FX forwards $ (1.5 $ —
Total $ (1.5) $ —

N/A

N/A

Three Months Ended
June 30,

2012 2011

$ — 8 —
$ — 8

Six Months Ended
June 30,

2012 2011

$ — 8 —
$ — 8

N/A

N/A

Three Months Ended
June 30,
2012 2011

$ — £ —
$ — £ —

Six Months Ended
June 30,
2012 2011

$ — £ —
$ — £ —

All gains and losses on derivatives designateceadmestment hedges are recognized in the tramslatjustment component of AOCI.
The cumulative amount of unrecognized hedge lossmsded in AOCI is as follows:

Unrecognized Losses, net of tax
December 31

June 30,
2012 2011
FX forwards on net investment hedges $ (1.5 $ —
Interest rate sway® (1.9 (3.0
Total $ @I $ (3.0

@ The unrecognized hedge losses relating to theftmsthedges on the 2008 Term Loan are expectee tetlassified into earnings

within the next twelve months as the underlyingdeednds with the full repayment of the Term Loathmfirst 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 acquirdityebased on the fair value of its net assets; &xcess 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 operatesimithe ERS LOB of MA, broadening MA'’suite of software solutions for the insura
and pension sectors.
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The aggregate purchase price was $79.5 milliom#i @ayments to the sellers and was funded by dagly’s nond.S. cash on han

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

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

Trade name (5 year weighted average $ 1.8

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 (18.1)
Net assets acquire $ 79.

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

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

Copal Partners

On November 4, 2011, subsidiaries of the Companyieed a 67% interest in Copal Partners Limited ai®0% interest in two related
entities that were wholly-owned by Copal Partnearsited (together herein referred to as “Copal”)e$l acquisitions resulted in the
Company obtaining an approximate 75% economic ostnigiinterest in the Copal group of companies. Cispa provider of outsourced
research and consulting services to the finaneialices industry. Copal operates within the pratess services LOB of MA and
complements the other products and services ofteyddA. The table below details the total considieratransferred to the sellers of Copal:

Cash paic $125.C
Put/call option for no-controlling interes 68.C
Contingent consideration liability assunr 6.8
Total fair value of consideration transfer $199.¢

In conjunction with the purchase, the Company &ednoneontrolling shareholders entered into a put/callapagreement whereby t
Company has the option to purchase from the notraiting shareholders and the non-controlling shaléers have the option to sell to the
Company the remaining 33% ownership interest ofaC&@artners Limited based on a strike price todleutated on pre-determined formulas
using a combination of revenue and EBITDA multipidten exercised. The value of the estimated plidpaion strike price on the date of
acquisition was based on a Monte Carlo simulatiodeh This model contemplated multiple scenariogctvBimulated certain of Copal’'s
revenue, EBITDA margins and equity values to edtntlae present value of the expected strike pifiteeooption. The option is subject to a
minimum exercise price of $46 million. There islmit as to the maximum amount of the strike pricethe put/call option.
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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 has a iigleéduce the amount payable under this note pé@timents that it may be required to
make relating to certain UTPs associated with tiwpisition. Accordingly, this note payable is natréed on the consolidated balance she
of June 30, 2012 and December 31, 2011 in accoedaith certain indemnification arrangements retatim these UTR which are more full
discussed below.

Also, the purchase agreement contains severatdiff@rovisions for contingent cash payments tostikers valued at $6.8 million at
the acquisition date. A portion of the contingessit payments are based on revenue and EBITDA gfowttertain of the acquired Copal
entities. This growth is calculated by comparingeraue and EBITDA in the year immediately priorlie exercise 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 arragrgerhany, would be made upon the
exercise of the put/call option. Other contingeagtcpayments are based on the achievement of revargets 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 detieefair value of these contingent
consideration liabilities are discussed in Note 10.

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

Current assel $ 15.5
Property and equipment, r 0.5
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 139.¢
Indemnification asse 18.¢
Other asset 6.€
Liabilities assumei (60.9
Net assets acquire $199.¢

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

In connection with the acquisition, the Companyuassd liabilities relating to UTPs. These UTPs arduded in the liabilities assumed
in the table above. The sellers have contracturadlgmnified the Company against any potential paysithat may have to be made regar
these UTPs. Under the terms of the acquisitioneagest, a portion of the purchase price was remitieth escrow agent for various
uncertainties associated with the transaction d€lwh portion relates to these UTPs. Additionaly, Company is contractually indemnified
for payments in excess of the amount paid intoaesetia a reduction to the amount payable undeafbeementioned note payable issued to
the sellers. Accordingly, the Company carries aleimnification asset on its consolidated balancetsiteJune 30, 2012 and December 31,
2011 for which a portion has been offset by the patyable in the amount of $14.2 million.
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As of June 30, 2012, Copal operates as its owrrtiagaunit. Accordingly, goodwill associated withet acquisition is part of the Copal
reporting unit within the MA segment. Copal willmain a separate reporting unit until MA managenoentpletes its evaluation of options
for integrating the entity into the other MA repog 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 acquird6% additional direct equity investment in Kcing, which is a consolidate
subsidiary of the Company, from a shareholder witton-controlling interest in the entity. The additl interest adds to the Company’s
existing indirect ownership of KIS Pricing throut controlling equity stake in Korea Investors\ies (KIS). The aggregate purchase price
was not material and the near term impact to ojmgratind cash flow is not expected to be matéfi&.Pricing is part of the MA segment.

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

Six Months Ended Year ended
June 30, 2012 December 31, 2011
MIS MA Consolidatec MIS MA Consolidatec
Beginning Balance $11.C $631.¢ $ 642¢ $11.2 $4541 $ 465:¢
Additions/adjustment — (1.7 1.7 — 198.t 198.t
FX translatior — (3.2) (3.7) (0.9 (20.7) (21.7)
Ending balanc $11.C $627.7 $ 638.1 $11.C $631.¢ $ 642.¢

The 2012 and 2011 additions/adjustments for thedd@ment in the table above relate to the acquisitid Copal and B&H in the
fourth quarter of 2011, more fully discussed in &8t
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Acquired intangible assets and related amortizat@rsisted of:

June 30 December 31
2012 2011

Customer relationships $216.5 $ 217¢
Accumulated amortizatio (65.9 (58.6)

Net customer relationshij 151.] 159.:

Trade secret 31.4 31.:
Accumulated amortizatio (14.7) (13.9

Net trade secre! 16.7 17.¢

Software 70.7 70.¢
Accumulated amortizatio (28.7) (25.0)

Net software 42.C 45.¢

Trade name 28.2 28.1
Accumulated amortizatio (9.6 (9.0

Net trade name 18.€ 19.1

Other 24.¢ 24.¢
Accumulated amortizatio (15.0 (13.7)

Net other 9.€ 11.5

Total acquired intangible assets, $238.( $ 253.¢

Other intangible assets primarily consist of dasalssand covenants not to compete.
Amortization expense relating to acquired intargiidsets is as follows:
Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Amortization expense $ 7.1 $ 4.8 $ 14.4 $ 9.€

Estimated future amortization expense for acquinezhgible assets subject to amortization is devia:

Year Ending December 31,

2012 (after June 30 $ 13.¢€
2013 27.1
2014 22.C
2015 20.€
2016 19.c
Thereafte 135.1
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Intangible assets are reviewed for recoverabilingmever circumstances indicate that the carryingusanmay not be recoverable. If the
estimated undiscounted future cash flows are ldham the carrying amount of the related assetsaitorecognized for the difference
between the carrying amount and the estimated/&hire of the asset. Goodwill is analyzed for impant annually or more frequently if
circumstances indicate the assets may be impa@dhe three and six months ended June 30, 204 2@, there were no impairments to
goodwill or intangible assets.

NOTE 10 FAIR VALUE
The table below presents information about itenfscivare carried at fair value on a recurring basidune 30, 2012 and December 31, 2011:

Fair Value Measurement as of June 30, 2012

Description Balance Level 1 Level 2 Level 3
Assets:

Derivatives (a $ 15.1 $— $ 15.1 $ —

Total $ 15.1 $— $ 15.1 $ —
Liabilities:

Derivatives (a $ 4.3 $— $ 4.3 $ —

Contingent consideration arising from acquisitiQo) 6.4 — — 6.4

Total $ 10.7 $— $ 43 $ 64

Fair Value Measurement as of December 31, 2011

Description Balance Level 1 Level 2 Level 3
Assets:

Derivatives (a $ 12:¢ $— $ 12 $ —

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

Derivatives (a $ 6.8 $— $ 6.8 $ —

Contingent consideration arising from acquisiti¢ing 9.1 — — 9.1

Total $ 15.¢ $— $ 6.8 $ 9.1

(@) Represents interest rate swaps and FX forvard®rtain assets and liabilities as well as otagenon-U.S. dollar net investments in
certain foreign subsidiaries as more fully desdatilleNote 7 to the financial stateme

(b) Represents contingent consideration liabilifassuant to the agreements for certain MA acqaistwhich are more fully discussed in
Note 8 to the consolidated financial statem:
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The following table summarizes the changes in #irevialue of the Company’s Level 3 liabilities:

Contingent Consideration
Six Months Ended June 30,

2012 2011
Balance as of January 1 $ 91 $ 21
Purchase — —
Issuance: — —
Settlement: (0.5 —
Total gains (realized and unrealize
Included in earning (2.5 —
Included in other comprehensive inco — —
Transfer in and/or out of Level — —
Foreign currency translation adjustme 0.3 0.1
Balance as of June : $ 64 $ 2.2

The gains included in earnings in the table abogeecorded within SG&A expenses in the Compangissolidated statement of
operations. These gains relate to contingent cersiidn obligations outstanding at June 30, 2012.

Of the $6.4 million in contingent considerationightions as of June 30, 2012, $0.3 million is dféess$ within accounts payable and
accrued liabilities with the remaining $6.1 millictassified in other liabilities within the Compasyonsolidated balance sheet.

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

Derivatives:

In determining the fair value of the derivative traats in the table above, the Company utilizesistiy standard valuation models.
Where applicable, these models project future 8asfs and discount the future amounts to a pregaioe 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 transens with financial institutions that adhere
to these guidelines. Accordingly, the risk of carparty default is deemed to be minimal.

Contingent consideration:

At June 30, 2012, the Company has contingent ceretidn obligations related to the acquisition€8f and Copal which are based on
certain financial and non-financial metrics settian the acquisition agreements. These obligatawesneasured using Level 3 inputs as
defined in the ASC. The Company recorded the otiiga for these contingent consideration arrangeésnem the date of each respective
acquisition based on management’s best estimathe @ichievement of the metrics and the value ebtiligations are adjusted quarterly.

The contingent consideration obligation for CSbhased on the achievement of a certain contractile$tone by January 2016. The
Company utilizes a discounted cash flow methodologyalue this obligation. The future expected déshr for this obligation is discounted
using an interest rate available to borrowers wiithilar credit risk profiles to that of the
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Company. The most significant unobservable inpublived in the measurement of this obligation isghabability that the milestone will be
reached by January 2016. At June 30, 2012, the @oyngxpects that this milestone will be reachethkeyaforementioned date.

There are several contingent consideration obbigatrelating to the acquisition of Copal which arare fully discussed in Note 8. The
Company utilizes discounted cash flow methodolotpeslue these obligations. The expected futush diws for these obligations are
discounted using a risk-free interest rate plugeditspread based on the option adjusted spretite@@ompany'’s publicly traded debt as of
the valuation date. The most significant unobsderatput involved in the measurement of these aliams is the projected future financial
results of the applicable Copal entities. Also,tfur portion of the obligations which are dependgun the exercise of the call/put option, the
Company has utilized a Monte Carlo simulation mddedstimate when the option will be exercisedsttiiggering the payment of continge
consideration.

A significant increase or decrease in any of tleeeahentioned significant unobservable inputs rdlatethe fair value measurement of
the Company’s contingent consideration obligatimosild result in a significantly higher or lower aped fair value for these obligations.

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

June 30 December 31
2012 2011
Other current asset
Prepaid taxe $ 63.2 $ 27.€
Prepaid expenst 39.C 44.¢
Other 7.€ 54
Total other current asse $109.¢ $ 77.€
June 30 December 31
2012 2011
Other assets
Investments in joint venture $ 44.2 $ 37.2
Deposits for rei-estate lease 11.7 12.2
Other 44 .2 32.€
Total other asse! $100.1 $ 82.C
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June 30 December 31
2012 2011
Accounts payable and accrued liabiliti

Salaries and benefi $ 64.€ $ 73.¢
Incentive compensatic 54.7 114.1
Profit sharing contributio — 7.1
Customer credits, advanced payments and advaniiads 24.C 17.€
Dividends 2.5 38.2
Professional service fe: 49.2 50.t
Interest accrued on de 15.4 15.1
Accounts payabl 18.C 16.4
Income taxe: 18.7 23.4
Restructuring 0.2 0.2
Deferred rer-current portior 2.2 1.7
Pension and other post retirement employee bet 3.8 3.8
Interest accrued on UTI — 29.7
Other 46.5 60.7
Total accounts payable and accrued liabili $300.1 $ 452.:

June 30 December 31

2012 2011
Other liabilities:

Pension and other post retirement employee bei $189.1 $ 187t
Deferred rer-nor-current portior 109.¢ 108.¢
Interest accrued on UTI 8.C 11.€
Legacy and other tax matte 53.¢ 52.€
Other 35.1 44.1
Total other liabilities $395.4 $ 404t
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Redeemable Noncontrolling Interest:
The following table shows changes in the redeematteontrolling interest related to the acquisitiddrCopal:

Six Months Endec

Year Ended
June 30, 2012 December 31, 201
(in millions) Redeemable Noncontrolling Interest
Balance January 1, $ 60.5 $ —
Fair value at date of acquisitit — 68.(
Adjustment due to right of offset for UTPs 6.8 (6.9
Net earning: 1.€ 1.C
Distributions — —
FX translatior 1.€ 1.7
Balance $ 70.5 $ 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 amolud@®s that the Company may be required to pay.N8ee 8 for further detail on th
arrangement

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

Six Months Endec

Year Ended

June 30, 2012 December 31, 201

(in millions) Non-Redeemable Noncontrolling Interest
Balance January 1, $ 10.€ $ 11.2
Net Income 3.6 5.€
Dividends (4.5 (5.2

Purchase of KIS Pricing shares from

noncontrolling interes — (1.0
Currency translation adjustme 0.9 (0.7)
Balance $ 9.2 $ 10.€

AOCI:
The following table summarizes the components ef@ompany’s AOCI:

December 31

June 30,
(in millions) 2012 2011
Currency translation adjustments, net of tax $ (33.6) $ (239
Net actuarial loses and net prior service costedléo Post-
retirement plans, net of t (83.9 (81.2)
Unrealized losses on cash flow and net investmedgés, net of
tax (3.9 (3.0
Total accumulated other comprehensive $(120.9) $ (107.5
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NOTE 12. PENSION AND OTHER POST-RETIREMENT BENEFITS

Moody’s maintains funded and unfunded noncontribuf@efined Benefit Pension Plans. The U.S. DBPRside defined benefits
using a cash balance formula based on years dtseamd career average salary for its employeéisaraverage pay for selected executives.
The Company also provides certain healthcare &mdhlurance benefits for retired U.S. employed® post-retirement healthcare plans are
contributory with participants’ contributions adjed annually; the life insurance plans are nondoutiory. Moody’s funded and unfunded
U.S. pension plans, the U.S. post-retirement healthplans and the U.S. pastirement life insurance plans are collectiveliereed to herei
as the Post-Retirement Plans.

Effective January 1, 2008, the Company no longenrefDBPPs to U.S. employees hired or rehired cafter January 1, 2008. New
U.S. employees will instead receive a retirementrifoution 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 expens¢agim the Post-Retirement Plans are as follows:

Three Months Ended June 30,

Other Post-
Pension Plans Retirement_Plans
2012 2011 2012 2011
Components of net periodic expense
Service cos $5.C $ 3.8 $ 04 $ 0.2
Interest cos 2% 3.4 0.2 0.2
Expected return on plan ass (3.2 (3.0 — —
Amortization of net actuarial loss from earlier ipels 2.1 1.4 — 0.1
Amortization of net prior service costs from earferiods 0.1 0.1 — —
Net periodic expens $74 $ 5.8 $ 0.€ $ 0.€
Six Months Ended June 30,
Other Post-
Pension Plans Retirement Plans
2012 2011 2012 2011
Components of net periodic expens
Service cos $ 9.t $ 7.€ $ 0.7 $ 0.€
Interest cos 6.5 6.€ 0.4 0.4
Expected return on plan ass (6.2) (6.0 — —
Amortization of net actuarial loss from earlier ipels 4.€ 25 0.1 0.1
Amortization of net prior service costs from earleriods 0.2 0.3 — —
Net periodic expens $14.7 $11.C $ 1.2 $ 11

The Company contributed $17.8 million to its U.@ded pension plan and made payments of $1.3 milétated to its unfunded U.S.
DBPPs and $0.3 million to its U.S. other post-egtient plans, respectively during the six monthedntine 30, 2012. The Company
presently anticipates making additional payment$200 million related to its unfunded U.S. DBPPd &0.3 million to its U.S. other post-
retirement plans during the remainder of 2012.
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NOTE 13. INDEBTEDNESS
The following table summarizes total indebtedness:

June 30, December 31
2012 2011
2012 Facility $ — $ —
Commercial pape — —
Notes Payable
Series 2005-1 Notes, due 2015; which includesdhevélue of
interest rate swap of $13.5 million at 2012 and.$iillion at
2011 313t 311.F
Series 200-1 Notes due 201 300.( 300.(
2010 Senior Notes, due 2020, net of unamortizecbdist of $2.7 million
in both 2012 and 201 497.: 497.%
2008 Term Loan, various payments through 2 127.F 135.(
Total debt 1,238.: 1,243.¢
Current portior (127.5 (71.9)
Total lon¢-term debt $1,110.¢ $ 1,172t

2012 Facility

On April 18, 2012, the Company and certain of itssdiaries entered into a $1 billion five-yearisenunsecured 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 canerémgn 77.5 basis points to 120 basis
points per annum of the outstanding amount, depgnain the Company’s Debt/EBITDA ratio. The Compaiso 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/ BBIRatio.

The 2012 Facility contains covenants that, amohgrahings, restrict the ability of the Company @sdubsidiaries, without the
approval of the lenders, to engage in mergers,aliniagions, 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 éeffiaancial 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 pdgahereunder) may be declared immediately duepaydble and all commitments under the
facility may be terminated.

2007 Facility

On September 28, 2007, the Company entered infoGalfilion five-year senior, unsecured revolvirrgdit facility, expiring in
September 2012. The 2007 Facility served, in pagupport the Company’s CP Program described bdiderest on borrowings was
payable at rates that were based on LIBOR plugmipim that could range from 16.0 to 40.0 basistgaifithe 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 Faciligsnged 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
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outstanding exceeded 50% of the total facility. 2887 Facility contained certain covenants thapragrother things, restricted the ability of
the Company and certain of its subsidiaries, wittibe approval of the lenders, to engage in mergerssolidations, asset sales, transactions
with affiliates and sale-leaseback transactiont® @ncur liens, as defined in the related agreemiEm 2007 Facility also contained financial
covenants that, among other things, required thagamy to maintain a Debt/EBITDA ratio of not moham 4.0 to 1.0 at the end of any fiscal
quarter. On April 18, 2012, the 2007 Facility waplaced by the 2012 Facility described above.

Commercial Paper

On October 3, 2007, the Company entered into afgiplacement commercial paper program under whiglCompany may issue CP
notes up to a maximum amount of $1.0 billion. Amiswevailable under the CP Program may be re-bodoiiee CP Program is supported
by the Company’s 2012 Facility. The maturitieshaf CP Notes will vary, but may not exceed 397 deyms the date of issue. The CP Notes
are sold at a discount from par or, alternativebjd 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 drehe CP Notes will be a fixed or floating rafbe interest on a floating rate may be based
on the following: (a) certificate of deposit rafp) commercial paper rate; (c) federal funds ratel IBOR; (e) prime rate; (f) Treasury rate
(9) 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-paynadrrincipal, interest or fees; entrance into aosnf of moratorium; and bankruptcy and
insolvency events, subject in certain instancesite periods.

Notes Payable

On November 4, 2011, in connection with the actjoisiof Copal, a subsidiary of the Company issu&d42 million non-interest
bearing note to the sellers which represented topoof the consideration transferred to acquire@wopal entities. If a seller subsequently
transfers to the Company all of its shares, the @om must repay the seller its proportion of thHagipal on the later of (i) the fourth
anniversary date of the note or (ii) within a tifreeme set forth in the acquisition agreement ne¢ato the resolution of certain income tax
uncertainties pertaining to the transaction. Otligewthe Company must repay any amount outstaratirthe earlier of (i) two business days
subsequent to the exercise of the put/call opticactuire the remaining shares of Copal or (ii)témgh anniversary date of the issuance o
note. The Company has the right to offset paymétiteonote against certain indemnification asssteeaiated with UTPs related to the
acquisition, which are more fully discussed in Notéccordingly, the Company has offset the lidapifor this note against the
indemnification asset, thus no balance for thign®tarried on the Company’s consolidated balaheet at June 30, 2012 and December 31,
2011. In the event that the Company would not lpeired to settle amounts related to the UTPs, i @any would be required to pay the
sellers the principal in accordance with the nggieeament. The Company may prepay the note in aanoedwith certain terms set forth in
acquisition agreement.

On August 19, 2010, the Company issued $500 miliggregate principal amount of unsecured notegubdic offering. The 2010
Senior Notes bear interest at a fixed rate of 5.8@% mature on September 1, 2020. Interest onh@ 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% efghincipal amount being prepaid, plus accruedwuammiid interest and a Make-Whole
Amount. Additionally, at the option of the holdarfthe notes, the Company may be required to psechH or a portion of the notes upon
occurrence of a “Change of Control Triggering Eyeas defined in the Indenture, at a price equdld% of the principal amount thereof,
plus accrued and unpaid interest to the date ahmse. The Indenture contains covenants thattimaiability of the Company and certain of
its subsidiaries to, among other things, incurreate liens and enter into sale and leasebackarttoss. In addition, the Indenture contains a
covenant that limits the ability of the Companyctmsolidate or merge with another entity or to aklbr substantially all of its assets to
another entity. The Indenture contains customafgudeprovisions. In addition, an event of defawili occur if the Company or certain of its
subsidiaries fail to pay the principal of any intiglness (as defined in the Indenture) when dueasirity in an aggregate amount of $50
million or more, or
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a default occurs that results in the acceleratidhe@maturity of the Company’s or certain of itssidiaries’ indebtedness in an aggregate
amount of $50 million or more. Upon the occurreand during the continuation of an event of defanller the Indenture, the notes may
become immediately due and payable either autoailgtior by the vote of the holders of more than 2&Rthe aggregate principal amount of
all of the notes then outstanding.

On September 7, 2007, the Company issued andtsoldgh 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%, pagami-annually on March 7 and September 7. Uttdeterms 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 pageial to 100% of the principal amount being prepplids accrued and unpaid interest al
Make Whole Amount. The 2007 Agreement contains cawes that limit the ability of the Company, andtam of its subsidiaries to, among
other things: enter into transactions with afféistdispose of assets, incur or create liens, arteany sale-leaseback transactions, or merge
with any other corporation or convey, transferease substantially all of its assets. The Compaust miso not permit its Debt/EBITDA ratio
to exceed 4.0 to 1.0 at the end of any fiscal guart

On September 30, 2005, the Company issued andisoldgh a private placement transaction, $300.0anihggregate principal
amount of its Series 2005-1 Senior Unsecured Naies2015 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.dedx from the sale of the Series 2005-
1 Notes were used to refinance $300.0 million agapes principal amount of the Compasygutstanding 7.61% senior notes which mature
September 30, 2005. In the event that Moody’s jaélysr part, of the Series 2005-1 Notes in advafdbeir maturity, such prepayment will
be subject to a Make Whole Amount. The Series 2D0B®tes are subject to certain covenants that, grotrer things, restrict the ability of
the Company and certain of its subsidiaries, wittlibe approval of the lenders, to engage in mergerssolidations, asset sales, transactions
with affiliates and sale-leaseback transactiort® ancur liens, as defined in the related agreement

2008 Term Loan

On May 7, 2008, Moody’s entered into a five-yedr5®.0 million senior unsecured term loan with selemders. Proceeds from the
loan were used to pay off a portion of the CP amiding. Interest on borrowings under the 2008 Tlepan is payable quarterly at rates that
are based on LIBOR plus a margin that can ranga fr®5 basis points to 175 basis points dependinf@Company’s Debt/EBITDA ratio.
The outstanding borrowings shall amortize in acano# with the schedule of payments set forth irR8@8 Term Loan outlined in the table
below.

The 2008 Term Loan contains restrictive covenardas among other things, restrict the ability af thompany to engage or to permit
subsidiaries to engage in mergers, consolidatmsset sales, transactions with affiliates and lealseback transactions or to incur, or permit
its subsidiaries to incur, liens, in each casejesitbo certain exceptions and limitations. The20@rm Loan also limits the amount of debt
that subsidiaries of the Company may incur. In &aoidj the 2008 Term Loan contains a financial cargrihat requires the Company to
maintain a Debt/EBITDA ratio of not more than 4001t0 at the end of any fiscal quarter.
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The principal payments due on the Company’s lomgr-teorrowings for each of the next five years arspnted in the table below:

Year Ended December 31, 2008 Term Loar Series 2005t Note: Total
2012 (after June 30,) $ 63.7 $ — $ 63.7
2013 63.¢ — 63.¢
2014 — — —
2015 — 300.( 300.C
2016 — o o
Total $ 127.F $ 300.( $427.F

In the fourth quarter of 2010, the Company entéméalinterest rate swaps with a total notional armtaf $300 million which converted
the fixed rate of interest on the Series 2005-1ekldd a floating LIBOR-based interest rate. AlsoMay 7, 2008, the Company entered into
interest rate swaps with a total notional amour&&0 million to protect against fluctuations i thiBOR-based variable interest rate on the
2008 Term Loan. Both of these interest rate swagsnmre fully discussed in Note 7 above.

At June 30, 2012, the Company was in complianchk alltcovenants contained within all of the delreaggnents. In addition to the
covenants described above, the 2012 Facility, @8F Facility, the 2005 Agreement, the 2007 Agreetrtéie 2010 Senior Notes and the 2
Term Loan contain cross default provisions. Thaseipions state that default under one of the afi@mrgtioned debt instruments could in turn
permit lenders under other debt instruments toadedorrowings outstanding under those instrumente immediately due and payable. As
of June 30, 2012, there were no such cross defaults

Interest expense, net
The following table summarizes the components wfrast as presented in the consolidated staterobofgerations:

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Income $ 1.2 $ 1.3 $ 2E $ 2.3
Expense on borrowing (16.9) (16.9) (32.9) (32.9)
Income (expense) on UTPs and other tax relateditieb (a) (1.5 (3.9 S (7.0
Legacy Tax (b — 3.7 — 3.7
Capitalized 0.1 0.€ (0.2) 14
Total $ (16.€) $(14.)  $(26.9  $(32.9)

(@) The six months ended June 30, 2012 amountiosrdebenefit of approximately $7 million relatedthe settlement of state and local
income tax audits

(b) The 2011 amounts represent a reversal of $2lidmof accrued interest expense relating toftherable resolution of a Legacy Tax
Matter and $0.9 million of interest income related prespinoff tax year
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The following tables shows the cash paid for irgere

Six Months Ended
June 30,
2012 2011

Interest paid* $32.C $40.7

* Interest paid includes net settlements on inteestswaps more fully discussed in Noti

The Company’s long-term debt, including the curigortion, is recorded at cost except for the S&@865-1 Notes which are carried at
cost adjusted for the fair value of an interest savap used to hedge the fair value of the note.fdin value and carrying value of the
Company’s long-term debt as of June 30, 2012 armbber 31, 2011 is as follows:

June 30, 2012 December 31, 2011

Estimated Fair Estimated Fair
Carrying Carrying

Amount Value Amount Value
Series 2005-1 Notes* $ 313t $ 316.1 $ 311t $ 316.5
Series 200-1 Notes 300.C 335.2 300.( 332.7
2010 Senior Note 497 .5 540.¢€ 497.: 525.¢
2008 Term Loal 127.5 127.5 135.( 135.(
Total $1,238.: $ 1,319 $1,243.¢ $ 1,309.¢

*  The carrying amount includes an $13.5 million &id.5 million fair value adjustment on an intenedge hedge at June 30, 2012 and
December 31, 2011, respective

The fair value of the Company’s 2010 Senior Nogdsased on quoted market prices. The fair valukeofemaining long-term debt,
which is not publicly traded, is estimated usingcdunted cash flows with inputs based on prevailitgyrest rates available to the Company
for borrowings with similar 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, includingnatabased 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 contingsrnigieonnection with these matters
based upon the latest information available. Mosdijscloses 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 residgmtiortgage sector and the credit markets morediyaser the last several years,
MIS and other credit rating agencies are the stibjeintense scrutiny, increased regulation, ongaivestigation, and civil litigation.
Legislative, regulatory and enforcement entitiesuad the world are considering additional legislatiregulation and enforcement actions,
including with respect to MIS’s compliance with ngwmposed regulatory standards. Moody’s has rexgeaubpoenas and inquiries from
states attorneys general and other governmentabatigs and is responding to such investigatioriaquiries.

In addition, the Company is facing litigation framarket participants relating to the performanc#t® rated securities. Although
Moody'’s in the normal course experiences suchdliitam, 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.
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On June 27, 2008, the Brockton Contributory ReteatrBystem, a purported shareholder of the Compaegurities, filed a purported
shareholder derivative complaint on behalf of tlenpany against its directors and certain seniacerf, and the Company as nominal
defendant, in the Supreme Court of the State of Mevk, County of New York. The plaintiff assertsrias causes of action relating to the
named defendants’ oversight of MIS’s ratings of RM&nd constant-proportion debt obligations, and fhaticipation in the alleged public
dissemination of false and misleading informatibow MIS’s ratings practices and/or a failure tgpiement internal procedures and controls
to prevent the alleged wrongdoing. The plainti#lse compensatory damages, restitution, disgorgeaigmbfits and other equitable relief.
On July 2, 2008, Thomas R. Flynn, a purported $t@der of the Company’s securities, filed a simparported shareholder derivative
complaint on behalf of the Company against itsaoes and certain senior officers, and the Comangominal defendant, in the Supreme
Court of the State of New York, County of New Yodsserting similar claims and seeking the samefr@lhe cases have been consolidated
and plaintiffs filed an amended consolidated compla November 2008. The Company removed the dateted action to the United States
District Court for the Southern District of New Yoin December 2008. In January 2009, the plaintiftssed to remand the case to the
Supreme Court of the State of New York, which tleenpany opposed. On February 23, 2010, the courtdsan opinion remanding the case
to the Supreme Court of New York. On October 3@&@he Louisiana Municipal Police Employees Retieat System, a purported
shareholder of the Company’s securities, also flethareholder derivative complaint on behalf ef@ompany against its directors and
certain officers, and the Company as a nominalrdizfat, in the U.S. District Court for the SouthBristrict of New York. This complaint al:
asserts various causes of action relating to thepaay’s ratings of RMBS, CDO and constant-propaortlebt obligations, and named
defendants’ participation in the alleged publicsdimination of false and misleading information abdil8’s ratings practices and/or a failure
to implement internal procedures and controls &vent the alleged wrongdoing. On December 9, 2R@8a Nadoff, a purported shareholder
of the Company, filed a shareholder derivative clammp on behalf of the Company against its direstand its CEO, and the Company as a
nominal defendant, in the Supreme Court of theeSiaNew York. The complaint asserts a claim fadwh of fiduciary duty in connection
with alleged overrating of asset-backed securéia underrating of municipal securities. On Octdhigr2009, the Company moved to
dismiss or stay the action in favor of related fatifitigation. On January 26, 2010, the court ezdea stipulation and order, submitted jointly
by the parties, staying the Nadoff litigation pemglcoordination and prosecution of similar claimshie above and below described federal
derivative actions. On July 6, 2009, W. A. Sokol&iya purported shareholder of the Company, filgaigported shareholder derivative
complaint on behalf of the Company against itsaoes and current and former officers, and the Camgas a nominal defendant, in the
United States District Court for the Southern Distof New York. The complaint asserts claims lieigto alleged mismanagement of the
Company'’s processes for rating structured finaranesactions, alleged insider trading and causiadCibmpany to buy back its own stock at
artificially inflated prices. On July 19, 2012, pitffs in the above shareholder derivative actifitesl in the United States District Court for
the Southern District of New York a motion for pneihary approval of a proposed settlement that waabolve all pending shareholder
derivative cases. The proposed settlement callslémdy’s to adopt and maintain certain corporateegoance changes for a period of two
years. In connection with the proposed settlentetCompany has agreed not to oppose an applidati@itorne’s fees and costs in an
amount not to exceed $4.95 million. On July 20,20ke District Court granted preliminary approgéthe proposed settlement and on
July 23, 2012, the District Court scheduled a mepan final approval for September 6, 2012.

Two purported class action complaints have beed fily purported purchasers of the Company’s seesiagainst the Company and
certain of its senior officers, asserting claimdemthe federal securities laws. The first wasifily Raphael Nach in the U.S. District Court
for the Northern District of Illinois on July 190@7. The second was filed by Teamsters Local 28&iBe Trust Fund in the United States
District Court for the Southern District of New Yoon September 26, 2007. Both actions have beesotidated into a single proceeding
entitled In re Moody’s Corporation Securities L#tgn in the U.S. District Court for the Southeristict of New York. On June 27, 2008, a
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consolidated amended complaint was filed, purpdyted behalf of all purchasers of the Company’susiies during the period February 3,
2006 through October 24, 2007. Plaintiffs allegat the defendants issued false and/or misleadatgraents concerning the Company’s
business conduct, business prospects, businesiionaand financial results relating primarilyMiS’s ratings of structured finance prodt
including RMBS, CDO and constant-proportion deligations. The plaintiffs seek an unspecified antmfrcompensatory damages and
their reasonable costs and expenses incurred mection with the case. The Company moved for disahisf the consolidated amended
complaint in September 2008. On February 23, 28@9¢ourt issued an opinion dismissing certaimtsadnd 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 omp@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 fidlepgurported class action in the United Statesidistourt for the Southern
District of New York asserting numerous common-kzauses of action against two subsidiaries of thaamy, another rating agency, and
Morgan Stanley & Co. The action relates to seasitssued by a structured investment vehicle ca@lleglyne Finance (the “Cheyne SI\dhd
seeks, among other things, compensatory and pemtwmages. The central allegation against thegratjency defendants is that the credit
ratings assigned to the securities issued by tley@hSIV were false and misleading. In early prdoegs, the court dismissed all claims
against the rating agency defendants except tlowsealud and aiding and abetting fraud. In Junel2@ie court denied plaintiff’s motion for
class certification, and additional plaintiffs wesebsequently added to the complaint. In Januatp 2be rating agency defendants movec
summary judgment with respect to the fraud anchgidind abetting fraud claims. Also in January 2@18ght of new New York state case
law, the court permitted the plaintiffs to file amended complaint that reasserted previously dsadislaims against all defendants for br
of fiduciary duty, negligence, negligent misreprgaéion, and related aiding and abetting claimdvay 2012, the court, ruling on the rating
agency defendants’ motion to dismiss, dismissedfdhie reasserted claims except for the negligastepresentation claim, which alleges
that the credit ratings assigned to the Cheynelald/no reasonable basis. In the course of the pdaugs, the 15 plaintiffs in this action have
asserted that their total compensatory damagesjstimg of alleged lost principal and lost intergdis statutory interest, equal approximately
$811 million.

In October 2009, plaintiffs King County, Washingtamnd lowa Student Loan Liquidity Corporation eaitddf substantially identical
putative class actions in the Southern Distridiefv York against two subsidiaries of the Company several other defendants, including
two other rating agencies and IKB Deutsche Indelstmk AG. These actions arise out of investmenséedurities issued by a structured
investment vehicle called Rhinebridge plc (the ‘ffiridge SIV”) and seek, among other things, corsgtemy and punitive damages. Each
complaint asserted a claim for common law fraudregjahe rating agency defendants, alleging, anadhgr things, that the credit ratings
assigned to the securities issued by the Rhineb&ly were false and misleading. The case is pgriakifiore the same judge presiding over
the litigation concerning the Cheyne SIV, describbdve. In April 2010, the court denied the ratggncy defendants’ motion to dismiss. In
June 2010, the court consolidated the two caseshanplaintiffs filed an amended complaint thatcsmg other things, added Morgan
Stanley & Co. as a defendant. In January 2012gin bf new New York state case law, the court pet the plaintiffs to file an amended
complaint that asserted claims against the ratygmney defendants for breach of fiduciary duty, mgggice, negligent misrepresentation, and
aiding and abetting claims. In May 2012, the cowring on the rating agency defendants’ motiodigmiss, dismissed all of the new claims
except for the negligent misrepresentation claimmictv alleges that the credit ratings assigneded®hinebridge SIV had no reasonable basis,
and a claim for aiding and abetting fraud. Plaistifave thus far not sought class certificatiorthincourse of the proceedings, the two
plaintiffs have asserted that their total compesryalamages, consisting of alleged lost principal st interest, plus statutory interest, equal
approximately $70 million. In June 2012, defenddKB Deutsche Industriebank AG and IKB Credit Askttnagement GmbH informed the
court that they had executed a confidential setl@ragreement with the plaintiffs.
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For claims, litigation and proceedings not relatethcome taxes, where it is both probable th&lzility is expected to be incurred and
the amount of loss can be reasonably estimated;dhgpany records liabilities in the consolidatetwhficial statements and periodically
adjusts these as appropriate. In other instaneesuse of uncertainties related to the probableoowut and/or the amount or range of loss,
management does not record a liability but diseddbe contingency if significant. As additionalomhation 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 andirgancies, 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 Compmmnot predict what the eventual outcome
of the pending matters will be or the timing of aegolution of such matters. The Company also damraalict the impact (if any) that any
such matters may have on how its business is céadiuon its competitive position or on its fina@asition, results of operations or cash
flows. As the process to resolve the pending mateferred to above progresses, management wilincento 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 foirgsome of them, the absence of similar codigs 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 ptestninethodology of Topic 740 of the ASC which regsiia company to first determine
whether it is more-likely-than-not (defined askelihood of more than fifty percent) that a taxifios will be sustained based on its technical
merits as of the reporting date, assuming thahtpauthorities will examine the position and hawiéKnowledge of all relevant information.

A tax position that meets this more-likely-than-ttoeshold is then measured and recognized aathjedt amount of benefit that is greater
than fifty percent likely to be realized upon effee settlement with a taxing authority.

Legacy Tax Matters

Moody'’s continues to have exposure to potentidiliiées arising from Legacy Tax Matters. As of &80, 2012, Moody’s has recorded
liabilities for Legacy Tax Matters totaling $55.8llion. This includes liabilities and accrued ingst due to New D&B arising from the 2000
Distribution Agreement. It is possible that thaémkte liability for Legacy Tax Matters could be gter than the liabilities recorded by the
Company, which could result in additional chardes tmay be material to Moody’s future reported ltsséinancial position and cash flows.

The following summary of the relationships amongddy's, New D&B and their predecessor entities ipamiant in understanding the
Company’s exposure to the Legacy Tax Matters.

In November 1996, The Dun & Bradstreet Corporatieparated into three separate public companiesDuihe% Bradstreet
Corporation, ACNielsen Corporation and Cognizantp@eation. In June 1998, The Dun & Bradstreet Coapion separated into two separate
public companies: Old D&B and R.H. Donnelley Coggayn. During 1998, Cognizant separated into twzasate public companies: IMS
Health Incorporated and Nielsen Media Research,inSeptember 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 subjec
normal review by tax authorities. Old D&B and ite@ecessors also entered into a series of agregir@raring the sharing of any liabilities
for payment of taxes, penalties and interest rieguftom unfavorable IRS determinations on certaimmatters, and certain other potential
liabilities, all as described in such agreementstHer, in connection with the 2000 Distributiordgrursuant to the terms of the 2000
Distribution Agreement, New D&B and Moodyhave agreed on the financial responsibility for potential liabilities related to these Leg;:
Tax Matters.
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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 benefits arelaohed or otherwise not realized by New D&B, ceréhis an IRS audit of New D&B
impacting these tax benefits, Moody’s would be remlito 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 June 2Dlthe statute of limitations for New D&B
relating to the 2004 tax year expired. As a resulthe second quarter of 2011, Moody'’s recordeedaiction of accrued interest expense of
$2.8 million ($1.7 million, net of tax) and an iease in other non-operating income of $6.4 milliefating to amounts due to New D&B. As
of June 30, 2012, Moody'’s liability with respecttiis matter totaled $53.7 million.

Additionally, in April 2011, Moody’s received a tafd 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 settlementedyls and New D&B believed that IMS Health and NMR not pay their full share of
the liability to the IRS under the terms of the liggble separation agreements between the paiiesdy’s and New D&B subsequently paid
these amounts to the IRS and commenced arbitrptimreedings against IMS Health and NMR to resdh&dispute. Pursuant to these
arbitration proceedings, the Company received $a0li§&n ($6.5 million as a reduction of interestpense and $4.3 million as a reduction of
tax expense) in 2009. The aforementioned settlepaymnent resulted in net income benefits of $8.I#aniin 2009. The Company continues
to carry a $2.1 million liability for this matter.

NOTE 15. SEGMENT INFORMATION

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 regidhis aforementioned immaterial operating segmastbeen aggregated with the MA
operating segment based on the fact that it haitasiatonomic 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 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 puaibi from fees for the assignment and ongoing tooimg of credit ratings on debt
obligations and the entities that issue such otibga in markets worldwide.

The MA segment, which includes all of the Compamgds-rating commercial activities, develops a wialege of products and services
that support the risk management activities ofitmgonal 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 professios@itvices LOB which provided various financial mioag services was transferred to the
enterprise risk solutions LOB. Accordingly, theguryear revenue by LOB for MA has been reclassifeeceflect the transfer of this 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 professional services LOB’s within Méspectively.

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 fullyrgjeal to that segment. Overhead costs and corpexptnses of the Company which benefit
both segments are
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allocated to each segment based on a revenuersgihibdology. Overhead expenses include costs suenaand occupancy, information
technology and support staff such as finance, humswource and information technology. Beginninglanuary 1, 2012, the Company refil

its methodology for allocating certain overheadatépents to its segments to better align the @lkisated based on each segments usage o
the overhead service. The refined methodologyfisated in the segment results for the three axndnsinths ended June 30, 2012 and
accordingly, the segment results for the threesaxdhonths ended June 30, 2011 have been rectabsificonform to the new presentation.
“Eliminations” in the table below represent integseent revenue/expense.

Below is financial information by segment, MIS avé revenue by line of business and consolidate@émere information by
geographic area, each of which is for the threesandhonth period ended June 30, 2012 and 2011taabdassets by segment as of June 30,
2012 and December 31, 2011.

Three Months Ended June 30,

2012 2011

MIS MA Eliminations Consolidatec MIS MA Eliminations Consolidatec

Revenue $458.7 $202E5 $ (204 $ 640.6 $454.. $169.6 $ (18.) $ 605.-
Expenses

Operating, SG&A 210.% 149.¢ (20.9) 340.2 205.( 127.2 (18.¢) 313.¢

Depreciation and amortizatic 10.7 11.4 22.1 12.£ 9.4 — 21.¢

Restructuring — — — (0.2) — — (0.2)

Total 221.¢ 161.% (20.9) 362.3 217 136.€ (18.€) 335.1

Operating incom: $237.: $41z2 $ — $ 278f $236.¢ $33z $ — $ 2701

Six Months Ended June 30,
2012 2011

MIS MA Eliminations Consolidatec MIS MA Eliminations Consolidatec

Revenue $928.f $399.6 $ (40.5) $ 1,287.¢ $882.f $336.<¢ $ (3749 $ 1,182.
Expenses

Operating, SG&A 431.¢ 303.4 (40.5) 694.5 405.€ 254.5 (37.9 622.7

Depreciation and amortizatic 21.¢ 23.7 — 45.¢ 21.1 18.4 — 39.t

Restructuring — — — — (0.7) — — (0.7)

Total 453.t 327.1 (40.5) 740.] 426.€ 272.€ (37.9 662.]

Operating incom: $475.C $ 725 9 = $ 547F $456.2 $64.C 3 = $ 520.:
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MIS and MA Revenue by Line of Business
The table below presents revenue by LOB within eaplortable segment:

Three Months Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011

MIS:
Corporate finance (CFC $ 191F% $ 200.] $ 392.( $ 381¢
Structured finance (SF( 90.7 86.: 185.( 175.%
Financial institutions (FIG 77.€ 79.1 156.€ 156.(
Public, project and infrastructure finance (PF 81.7 72.5 160.: 137.(

Total external revenu 441.2 438.( 893.¢ 850.¢
Intersegment royalt 17.5 16.2 34.€ 32.2

Total 458.7 454.; 928.f 882.¢
MA:
Research, data and analytics (RD& 121.¢ 111.C 240.¢ 220.¢
Enterprise risk solutions (ER: 51.t 417 99.¢ 84.¢
Professional service 26.7 14.5 53.Z 26.2

Total external revenu 199.¢ 167.2 393.7 331.7
Intersegment revent 2.9 2.€ 5.€ 5.2

Total 202.5 169.¢ 399.¢ 336.¢
Eliminations (20.4) (18.8) (40.5) (37.9)

Total MCO $ 640.¢ $ 605.2 $ 1,287.¢ $1,182.
Consolidated Revenue Information by Geographic Area

Three Months Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011

United States $ 343:¢ $ 315( $ 687.¢ $ 616
International:

EMEA 191.7 185.7 387.1 369.(

Other 105.: 104.t 212.7 196.¢
Total Internationa 297.( 290.2 599.¢ 565.¢
Total $ 640.¢ $ 605. $ 1,287.¢ $1,182.1

Total Assets by Segment:
June 30, 2012 December 31, 2011
Corporate Corporate
MIS MA Assets (& Consolidatec MIS MA Assets (& Consolidatec
Total Assets $902.F  1,203.¢ 857.F $ 2,963.¢ $725.¢ 1,289.] 860.f $ 2,876..

(&) Represents common assets that are shared betaele segment or utilized by the corporate erflitich assets primarily include cash
and cash equivalents, sk-term investments, unallocated property and equipraee 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 MeasurementCdsdosure 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 GSAP for measuring fair value and
for financial statement disclosure about fair valueasurements. Some of the amendments in the AS8lfiydhe FASB's intent or change a
particular principle or requirement pertaining he &pplication of existing fair value measuremenuirements or for disclosing information
about fair value measurements. The amendmentssi\8U are required to be applied prospectively areleffective for fiscal years
beginning after December 15, 2011. The Companybarmed to the new disclosures required in tt4JAn 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 comprehensia®me: to show its components along with the camepts of net income in a single
continuous statement, or in two separate but canisecstatements. The amendments in this ASU apeined to be applied retrospectively
and are effective for fiscal years, and interimiqus within those years, beginning after Decemtae2011, with early adoption permitted. In
December 2011, the FASB issued ASU No. 2011-12féiDal of the Effective Date for Amendments to Bresentation of Reclassifications
of Items Out of Accumulated Other Comprehensiveine”, which indefinitely defers the requiremen8U 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 ofdBpresented. All other provisions of this ASU jekhare 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. Thug®on of this ASU will not have any impact on tBempany’s consolidated financial
statements other than revising the presentatidheo€omponents of comprehensive income.

NOTE 17. SUBSEQUENT EVENTS

On July 9, 2012, the Board approved the declaratfanquarterly dividend of $0.16 per share of Mgeadommon stock, payable on
September 10, 2012 to shareholders of record atidise of business on August 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 catijoum with the Moody’s
Corporation condensed consolidated financial statésnand notes thereto included elsewhere in trasterly report on Form 10-Q.

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containsnaod-Looking
Statements. See “Forward-Looking Statements” conesingron page 71 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 tag@ltools, (iii) software solutions and
related risk management services, (iv) quantitatieglit risk measures, financial services trairang certification services and (v) outsourced
research and analytical services to institutionat@mers. Moody’s has two reportable segments: akEMA.

MIS, the credit rating agency, publishes credings on a wide range of debt obligations and thiies 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 Compamgds-rating commercial activities, develops a wialege of products and services
that primarily support financial analysis and nmelaRnagement activities of institutional participaintglobal financial markets. Within its
RD&A business, MA distributes research and dataettged by MIS as part of its ratings process, idiclg in-depth research on major debt
issuers, industry studies and commentary on topiedlitrelated events. The RD&A business also producesamnix research as well as d
and analytical tools such as quantitative credk sicores. Within its enterprise risk solutionsibess (formerly referred to as RMS), MA
provides software solutions as well as related mskiagement services. The professional servicesdassprovides outsourced research and
analytical services and financial training andifiegtion programs.

Moody’s purchased a majority stake in Copal in Nobker 2011 which is currently a separate reportimgwithin MA and for which
revenues are reported within the professional sesviOB. The Company also purchased B&H in Decer@b1i, which is currently part of
the ERS reporting unit and LOB within MA.

Critical Accounting Estimates

Moody'’s discussion and analysis of its financiatdition and results of operations are based ofCtdmapany’s condensed
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally accepted in the United States.
The preparation of these financial statements reqoody’s to make estimates and judgments thiet¢tafeported 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 toriba experience and on other assumptions tieabelieved to be reasonable under the
circumstances. On an ongoing basis, Moody’s eveduitd estimates, including those related to regeaoognition, accounts receivable
allowances, contingencies, restructuring, goodavii acquired intangible assets, pension and otigtrptirement benefits, stock-based
compensation, and income taxes. Actual resultsdifer from these estimates under different assionptor conditions. Item 7, MD&A, in
the Company’s annual report on Form 10-K for tharyanded December 31, 2011, includes descriptibasroe of the judgments that
Moody’s makes in applying its accounting estimanethese 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 of2® form the new Financial Services Training &dtification reporting unit. All other
disclosures relating to the Company’s critical agtng 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.

Gooduwill and Other Acquired Intangible Assets

Moody'’s has historically evaluated its goodwill farpairment at the reporting unit level, definedaasoperating segment or one level
below an operating segment, annually as of Nover@8®ar more frequently if impairment indicators sgon accordance with ASC Topic
350. In the second quarter of 2012, the Companggdththe date of its annual assessment of gooidagphirment to July 31 of each year.
This is a change in method of applying an accogmpiinciple which management believes is a preferalbernative, as the new date of the
assessment is more closely aligned with the Comipamnual strategic planning process. The changieeimssessment date does not delay,
accelerate or avoid a potential impairment chafe. Company has determined that it is impractictblebjectively determine projected ci
flows and related valuation estimates that woulehzeen used as of each July 31 of prior repopérgpds without the use of hindsight. As
such, the Company has prospectively applied thagi&n annual goodwill impairment testing date bagig in the second quarter of 2012.

At November 30, 2011, the date of the Companysifapairment assessment, Moody’s had six primappreng units: one in MIS that
encompasses all of Moody'’s ratings operations amdréporting units within MA: RD&A, RMS, training;SI and Copal. The RD&A
reporting unit comprises the distribution of invesbriented research and data developed by MI&dDpits ratings process, as well as
economic research and related data and analyticks, tsuch as quantitative credit risk scores. HRS reporting unit (formerly RMS) consi
of risk management software that is sold on a eeor subscription basis as well as related advsenvices for implementation and
maintenance. The training reporting unit consi$the portion of the MA business that offers traimin credit and financial analysis as well
as other professional skills. CSI, which was aaqin November 2010, was analyzed separately asvitsreporting unit for the annual
goodwill impairment assessment as of November BD1 2s the entity had not yet been integrated arithof the aforementioned MA
reporting units. CSl was integrated with the trnagnreporting unit in the second quarter of 201fbto the Financial Services Training and
Certification reporting unit. In the fourth quartefr2011, the Company acquired Copal which is dettade separate reporting unit.
Additionally, in December 2011, the Company acqliiB&H which is part of the ERS reporting unit.

Operating Segments

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 regidhe aforementioned immaterial operating segmesitlean 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 comprafaall of the Company’s ratings activities. All Bfoody’s other norrating commercic
activities are included in the MA segment.

The MIS segment consists of four lines of businreserporate finance, structured finance, finanicisiitutions and public, project and
infrastructure finance — that generate revenuecfaly from fees for the assignment and ongoingnitooing of credit ratings on debt
obligations and the entities that issue such otiiga in markets worldwide.

The MA segment, which includes all of the Compamgds-rating commercial activities, develops a wialege of products and services
that support financial analysis and risk manageraetivities of institutional participants in globiancial markets. The MA segment cons
of three lines of business — RD&A, ERS (formerly BMand professional services. Additionally, in finst quarter of 2012, a division within
the professional services LOB that provides variimancial modeling services was transferred toBERS LOB. Accordingly, the prior year
revenue by LOB for MA has been reclassified toaeffthis transfer.
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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 seghaad their revenues are included
in the ERS and professional services LOB’s withiA,NMespectively.

The following is a discussion of the results of ghens of these segments, including the intersegmogalty revenue for MIS and
expense charged to MA for the rights to use anulibige content, data and products developed by. Nifg discussion also includes
intersegment fees charged to MIS from MA for the abcertain MA products and services in MIS’snigsi process. Overhead charges and
corporate expenses which exclusively benefit ogenemt are fully charged to that segment. Additignalverhead costs and corporate
expenses of the Company which benefit both segnaeatgenerally allocated to each segment based@reaue-split methodology.
Overhead expenses include costs such as rent angancy, information technology and support stathsas finance, human resource and
information technology. Beginning on January 1,20ahe Company refined its methodology for allavgttertain overhead departments t
segments to better align the costs allocated baisedich segments usage of the overhead serviceefitred methodology is reflected in the
segment results for the three and six months edded 30, 2012 and accordingly, the segment refaultbe prior year comparative periods
have been reclassified to conform to the new ptasen.

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

Results of Operations
Three Months Ended June 30, 2012 compared with Tédnddonths Ended June 30, 2011
Executive Summary

Moody’s revenue for the second quarter of 2012edt&640.8 million, an increase of $35.6 millionmgmared to the same period in
2011, primarily reflecting growth across all LOBghin MA coupled with growth in PPIF and SFG withifiS. Excluding the unfavorable
impact from changes in FX translation rates, reeenuhe second quarter of 2012 increased $53I&midompared to 2011. Total expenses
were $362.3 million, an increase of $27.2 millimmpared to the second quarter of 2011. The incrieastal expenses primarily reflected
both higher compensation and non-compensation dost$o the acquisition of Copal and B&H in thertbuquarter of 2011 as well as
headcount growth in the Company'’s existing busieesthe expense growth over 2011 also reflectshighsts to support investment in the
Company’s IT infrastructure. Operating income o782 million in the second quarter of 2012 increla3% compared to the same period in
the prior year and resulted in an operating man§ihi3.5% compared to 44.6% in the second quart@fdi.. Diluted EPS of $0.76 for the
second quarter of 2012 decreased $0.06 over theywar period, which included a $0.06 favorablpawt relating to a foreign tax ruling and
a $0.03 benefit related to favorable resolutionsegfacy Tax Matters. Excluding the aforementiomagact relating to the favorable
resolutions of Legacy Tax Matters in the secondtguaf 2011, diluted EPS in the second quartet0df2 decreased $0.03 compared 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 armhonentary:

% Change
Three Months Ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
United State: $ 343 $ 315.( 9%
International:
EMEA 191.7 185.7 3%
Other 105.: 104. 1%
Total Internationa 297.( 290.2 2%
Total 640.¢ 605.2 6%
Expenses
Operating 180.¢ 170.t (6%)
SG&A 159.¢ 142.¢ (12%)
Depreciation and amortizatic 22.1 21.¢ (1%)
Restructuring — 0.7) (10C%)
Total 362.: 335.1 (8%)
Operating incomi $ 278t $ 270. 3%
Interest expense, n $ (16.€ $ (140 (18%)
Other nor-operating income (expense), | $ 2.7 $ 8.2 (67%)
Net income attributable to Moo’s $ 172F $ 189.( (9%)

Global revenue of $640.8 million in the second ¢granf 2012 increased $35.6 million compared tostime period in 2011
reflecting strong growth in MA coupled with modgsbwth in MIS. The growth in MA revenue reflectginases across all three LOBs and
includes revenue from Copal and B&H, which wereuaie in the fourth quarter of 2011. The modestghoin ratings revenue compared to
the prior year reflects changes in the mix of fgeet new fee initiatives and certain pricing in@&s growth in U.S. public finance rated
issuance volumes as well as increases in ratedrissltacross most asset classes within U.S. SFGeTihereases were partially offset by
declines in rated issuance volumes for high-yieligphorate debt and bank loans. Transaction revecemuated for 47% of global MCO
revenue in the second quarter of 2012, compard@%oin the same period of the prior year. Transaatevenue in the MIS segment
represents the initial rating of a new debt isseaaswell as other one-time fees while relationséi@nue represents the recurring monitoring
of a rated debt obligation and/or entities thatiéssuch obligations, as well as revenue from progrsuch as commercial paper, medium-term
notes and shelf registrations. In the MA segmatationship revenue represents subscription-basezhues and software maintenance
revenue. Transaction revenue in MA represents soétWcense fees and revenue from risk managendergaxy projects, training and
certification services, and knowledge outsourcingagements.

U.S. revenue increased $28.8 million from the sdaprarter of 2011, primarily reflecting growth ifG and PPIF within the
ratings segment coupled with strong growth acrtishr@e LOBs within MA.

Non-U.S. revenue increased $6.8 million compare2Dtol, reflecting strong growth in MA being paitijabffset by declines
across all LOBs within the ratings segment. Thagpal driver of the non-U.S. revenue growth in MAs the addition of revenue from
Copal and B&H (which were acquired in the fourttagar of 2011) coupled with modest growth in RD&Fese increases were partially
offset by revenue declines within the base busif@sthe ERS LOB. The declines in ratings revenumarily relate to the EMEA region
where macroeconomic uncertainties have resulte@dfines in issuance for many fixed income se@siti

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

%

June 30, Change
2012 2011
United States 2,531 2,34¢ 8%
International 3,95¢ 2,20( 80%
Total 6,486(1) 4 ,54¢ 43%

(1) Includes approximately 1,500 personnel reléde@opal and B&H which were acquired in the fougtharter of 2011, of which a
majority are in lov-cost jurisdictions
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Operating expenses were $180.6 million in the seeprarter of 2012, an increase of $10.1 milliomrfrine same period in 2011
and reflected both higher compensation and non-easgtion costs. Non-compensation costs have iredtegsproximately $5 million over
the second quarter of 2011 reflecting the Compaogtping investments in technology infrastruct@empensation costs increased
approximately $5 million from the prior year reflexy higher salaries and employee benefits reguftom increases in headcount in both the
MIS and MA segments coupled with annual merit iases. The increase in employee benefit costs eflexts higher pension expense
resulting from a decrease in the discount rated tesgalue the Company’s obligations and the arpatitn of prior years actuarial losses.
Partially offsetting these increases was lowerrtige compensation primarily due to lower full-ygaojected achievement against certain
full-year targeted results compared to projectddeaement against targets in the prior year pedattlitionally, the increase in both
compensation and non-compensation costs compatbe fwrior year reflects costs from Copal and B&hiah were acquired in the fourth
quarter of 2011.

SG&A expenses of $159.6 million in the second aerasf 2012 increased $16.7 million from the sam@opein 2011 reflecting
increases in both compensation and non-compensatjpenses. Compensation costs increased approirdtenillion primarily due to
higher salaries and employee benefits reflectinguiahmerit increases and headcount growth in tingozate support areas of compliance and
IT. The increase in employee benefit costs aldects higher pension expense resulting from a dseren the discount rates used to value the
Company’s obligations and the amortization of pyiears actuarial losses. Partially offsetting thigease was lower incentive compensation
primarily due to lower full-year projected achievemh against certain full-year targeted results cameg to projected achievement against
targets in the prior year period. Nonmpensation expenses increased approximately $ti@rnover the prior year primarily reflecting Higi
professional service costs to support IT infradtrreeas well as higher variable costs to suppasirtass growth. Additionally, the increase in
both compensation and non-compensation costs ceapathe prior year reflects costs from Copal B&tH which were acquired in the
fourth quarter of 2011.

Operating income of $278.5 million increased 3% pamd to the same period in 2011 reflecting theeafi@ntioned increase in
revenue in MIS and MA offset by higher operating 8G&A expenses from acquisitions and to suppartmae growth as well as regulatory
and compliance initiatives. The second quarter 2fdetating margin was 43.5% compared to 44.6%arsttme period of 2011. Changes in
FX translation rates had an approximate $11 milliofavorable impact on operating income in theghmmnths ended June 30, 2012.

Interest expense, net for the three months endweel 30, 2012 was $16.6 million, an increase in egpari $2.5 million compared
to 2011. The increase reflects a $3.7 million bigmethe second quarter of 2011 relating to theofable resolution of a Legacy Tax Matter,
partially offset by lower interest on UTPs resudtinom settlements of state and local tax audithénfirst quarter of 2012.

Other non-operating income, net of $2.7 milliorthie three months ended June 30, 2012 decreasedh#toh compared to the
same period in the prior year and primarily refezt$6.4 million reversal of reserves in the seaumatter of 2011 for the lapse of a statute of
limitations related to a Legacy Tax Matter.

Moody’s ETR was 33.6% in the second quarter of 20p2rom 27.8% in 2011. The increase was primatilg to a beneficial
adjustment in UTPs in the second quarter of 20%(ltieg from a foreign tax ruling.

Net Income for the three months ended June 30, 22%25172.5 million, or $0.76 per diluted shareisTf a decline of $16.5
million, or $0.06 per diluted share, compared ®dhme period in 2011 when Net Income included an
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approximate $15 million benefit, or $0.06 per ddldishare, relating to a foreign tax ruling as \aslb $7.0 million net benefit, or $0.03 per
diluted share, relating to the favorable resolutiba Legacy Tax Matter. Excluding the net benfedim the favorable resolution of a Legacy
Tax Matter in the prior year period, Net Incomerdased $9.5 million, or $0.03 per diluted shareqgared to the second 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:

% Change
Three Months Ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
Corporate finance (CFC $ 191t $ 200. (4%0)
Structured finance (SF( 90.7 86.: 5%
Financial institutions (FIG 77.€ 79.1 (2%)
Public, project and infrastructure finance (PF 81.Z 72.5 12%
Total external revenu 441.2 438.( 1%
Intersegment royalt 17.5 16.2 8%
Total MIS Revenur 458.7 454.; 1%
Expenses
Operating and SG&A (including intersegment expe) 210.7 205.( (3%)
Depreciation and amortizatic 10.7 12.4 14%
Restructuring — 0.7) (10C%)
Total expense 221.. 217.3 (2%)
Operating incomi $ 237.% $ 236.¢ —

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

Global MIS revenue of $441.2 million for the thm@enths ended June 30, 2012 increased $3.2 milbampared to the same
period in 2011, reflecting changes in the mix & fgpe, new fee initiatives and certain pricingr@ases, primarily within the U.S.
Additionally, there was strong growth in rated &sce volumes for U.S. public finance as well asmgncacross most asset classes within U.S.
SFG. These increases were partially offset by deslin rated issuance volumes for high-yield cafdebt and bank loans. Transaction
revenue for MIS in the three months ended Jun2@02 was 60% of total revenue compared to 61% 120

In the U.S., revenue was $258.0 million in the selcguarter of 2012, an increase of $13.0 milliar6% compared to the same
period in 2011 and reflected the aforementionechgla in the mix of fee type, new fee initiatives @ertain pricing increases. The increase
also reflected strong growth in rated issuancemekifor U.S. public finance as well as growth agmest asset classes with SFG. These
increases were partially offset by declines indassuance volumes for high-yield corporate debitlzank loans as well as infrastructure
finance related issuance.

Non-U.S. revenue was $183.2 million in the second guanft 2012 and decreased $9.8 million, or 5% coeg&r the same perii
in the prior year. This decrease reflects declawrsss all LOBs, most notably in SFG and CFG,
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where macroeconomic uncertainties in Europe resgifteleclines in rated issuance volumes for mapggyof fixed income securities.
Changes in FX translation rates had an approxigbemillion unfavorable impact on non-U.S. MIS reue in the second quarter of 2012.

Global CFG revenue of $191.5 million in the secqndrter of 2012 decreased $8.6 million from theesgeriod in 2011,
primarily reflecting declines in high-yield corpteadebt and bank loan issuance volumes. Thesendsaliere partially offset by the favorable
impacts from changes in the mix of fee type, nesvifitiatives and certain pricing increases as aglhigher rated issuance volumes for
investment grade corporate debt, which reflectseissopportunistically coming to market in the limterest rate environment. Transaction
revenue represented 70% of total CFG revenue isghend quarter of 2012, compared to 76% in thar gear period. In the U.S., revenue in
the second quarter of 2012 was $118.5 million,%8$nillion lower than the same period in 2011. Teerease is primarily due to lower re
issuance volumes for higfield corporate debt and bank loans partially dffsethe aforementioned favorable pricing impabtternationally
revenue of $73.0 million in the second quarter@f2decreased $3.3 million compared to the sameddir 2011, reflecting declines in high-
yield corporate debt rated issuance volumes acnoss regions partially offset by higher revenuedommercial paper and medium term r
programs in the EMEA region. The aforementionedaglaleclines in high-yield corporate bond and blaak rated issuance volumes reflect
an increase in credit spreads during the secondegua 2012 resulting from macroeconomic uncettaimin the EMEA sovereign debt
markets. Unfavorable changes in FX translationsrhgel an approximate $5 million impact on intewrai CFG revenue in the second qui
of 2012.

Global SFG revenue of $90.7 million in the secondrtgr of 2012 increased $4.4 million comparedogame period in 2011,
reflecting growth in most asset classes in the ,p&tially offset by declines in most asset clasaternationally. Transaction revenue was
57% and 51% of total SFG revenue in the secondeuaf 2012 and 2011, respectively. In the U.Sieneie of $48.2 million increased $8.6
million compared to the second quarter of 201leotihg strong growth in rated issuance volumestdiateralized loan obligations and
consumer asset-backed securities. The growth mdfathese asset classes reflects the continueéhtevest rate environment as well as
increased investor demand for structured prodds-U.S. revenue in the second quarter of 2012%4as5 million and decreased $4.2
million compared to the same period in the pricary@rimarily reflecting declines across most astetses within the EMEA region, most
notably in the covered bond asset class. The derlicovered bonds revenue is primarily due toiooetd macroeconomic uncertainties in
EMEA region as well as European banks increasiag tise of the ECB’s Long-Term Refinancing Operagiprogram. Unfavorable changes
in FX translation rates had an approximate $5 amiliimpact on international SFG revenue in the secprarter of 2012.

Global FIG revenue of $77.8 million in the seconduder of 2012 decreased $1.3 million comparetiécsame period in 2011
primarily reflecting unfavorable changes in FX skation rates of approximately $3 million beingtgly offset by the favorable impact of
changes in the mix of fee type, new fee initiatiges certain pricing increases, primarily in the. UBnsaction revenue was 35% of total FIG
revenue in the quarter ended June 30, 2012, conhpa@B8% in same period in 2011. In the U.S., reeeof $32.9 million in the second
quarter of 2012 was flat compared to the prior y€autside the U.S., revenue in the second quaf201? was $44.9 million, or 3% lower
than in the prior year. The decline is primarilyedo the aforementioned unfavorable changes inr&station rates.

Global PPIF revenue was $81.2 million in the secpumakter of 2012, an increase of $8.7 million comepao the same period in
2011, primarily reflecting the favorable impactstioé aforementioned changes in the mix of fee typ®y fee initiatives and pricing increases,
primarily in the U.S as well as higher rated issigawolumes in U.S. public finance. Revenue gendraten new transactions was 62% and
59% of total PPIF revenue in the second quart@0&® and 2011, respectively. In the U.S., revepuo¢hie three months ended June 30, 2012
of $58.4 million increased $9.7 million over thegpryear. The increase in public finance ratedasse volumes reflects issuers refinancing
existing debt in the current low interest rate emwinent coupled with a challenging prior year pgridhere rated issuance volumes had
declined significantly following the expiration tfe Build America Bond Program in the fourth quad£2010. Outside
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the U.S., PPIF revenue decreased 4% compared setiomd quarter of 2011 due to declines in sovelisguance volumes reflecting current
macroeconomic uncertainties in Europe. Unfavorablinges in FX translation rates had an approxistmillion impact on international
PPIF revenue in the second quarter of 2012.

Operating and SG&A expenses in the second quar@20X? increased $5.7 million compared to the spared in 2011 as higher
non-compensation expenses of approximately $12omiere partially offset by a $6 million decreaseompensation expenses. The
increase in non-compensation expenses primarilgatsfhigher professional service costs to suppaestment in IT infrastructure and
regulatory and compliance initiatives as well aghler variable costs to support business growth.dEteease in compensation expenses i
to lower incentive compensation which reflects lowmjected achievement against full-year 201 2dseg results through the second quarter
of 2012 compared to projected achievement in tier gpear period. This decrease in incentive comatos was partially offset by higher
salaries and employee benefits resulting from alnmezit increases and headcount growth in bottratiags LOBs as well as in support ar
such as IT for which the costs are allocated thsagment based on a revenue-split methodology.

Operating income in the second quarter of 201228f7$3 million, which includes intersegment royattyenue and intersegment
license expense, was flat compared to the samedpier2011.

Moody’s Analytics
The table below provides a summary of revenue g@edading results, followed by further insight armhonentary:
% Change
Three Months Ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
Research, data and analytics (RD& $ 121« $ 111c 9%
Enterprise risk solutions (ER: 51.t 41.7 24%
Professional service 26.7 14.5 84%
Total external revenu 199.¢ 167.2 19%
Intersegment revent 2. 2.€ 12%
Total MA Revenue 202.t 169.¢ 19%
Expenses
Operating and SG&A (including intersegment expen 149.¢ 127.2 (18%)
Depreciation and amortizatic 11.4 9.4 (21%)
Total expense 161.: 136.€ (18%)
Operating incom: $ 41z $ 332 24%

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

Global MA revenue increased $32.4 million compéarethe second quarter of 2011, and reflected rexvémum Copal and B&H
which were acquired in the fourth quarter of 20R&curring revenue comprised 80% and 84% of totaleMenue in the second quarter of

2012 and 2011, respectively.

In the U.S., revenue of $85.8 million in the secgndrter of 2012 increased $15.8 million and rédldcstrong growth across all
LOBs. International revenue of $113.8 million foetthree months ended June 30, 2012 was $16.@miligher than the same period in
2011, and reflected growth across all LOBs, mosalnlg in ERS and professional services, which noelude revenue from the fourth qua
2011 acquisitions of B&H and Copal, respectively.
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Global RD&A revenue, which comprised 61% and 66%)d&rnal MA revenue in the second quarter endad 30, 2012 and
2011, respectively, increased $10.4 million over ghior year. The growth was primarily due to saksredit research via the Company’s
new CreditView product coupled with solid growthdata licensing arrangements. Global ERS reventleeisecond quarter of 2012
increased $9.8 million over the same period in 2@ to revenue from the acquisition of B&H in fbarth quarter of 2011 and growth in
the base business. Revenue from professional ssrivicreased $12.2 million compared to the secoadier of 2011 due to the acquisitior
Copal in the fourth quarter of 2011, partially eff$y a small decline in revenue from training aadification services, which were adversely
affected by delays in training engagements andirsgafeductions in the financial services indus®gvenue in the ERS and professional
services LOBs are subject to quarterly volatilggulting from the variable nature of project timangd the concentration of revenue in a
relatively small number of engagements.

Operating and SG&A expenses in the second quar@d1®, which include the intersegment royaltytfee right to use and
distribute content, data and products developelll8; increased $22.7 million compared to the saer@op in 2011 reflecting both higher
compensation and non-compensation costs of appately;$18 million and $4 million, respectively. Timerease in compensation costs is
primarily due to higher salaries and employee henedflecting annual merit increases coupled \aithincrease in headcount relating to the
acquisitions of Copal and B&H in the fourth quardé2011 as well as increases to support businesgtly. The increase in narempensatio
costs primarily reflects expenses related to thiations of Copal and B&H which were acquiredhe fourth quarter of 2011.

Depreciation and amortization of $11.4 million iretsecond quarter of 2012 increased $2.0 milliomfthe same period in 2011
and reflected higher amortization related to inthlegassets acquired as part of the fourth qu2@éd acquisitions of Copal and B&H.

Operating Income of $41.2 million in the secondrtgreof 2012, which includes the intersegment ryyakpense, increased $8.0
million compared to the same period in 2011.

Six Months Ended June 30, 2012 compared with Six iMles Ended June 30, 2011
Executive Summary

Moody’s revenue for the six months ended June 302 2otaled $1,287.6 million, an increase of $106iion compared to the same
period in 2011 and reflected growth in both repagasegments. Excluding the unfavorable impact fobi@inges in FX translation rates,
revenue in the six months ended June 30, 2012a8ece$127.4 million compared to 2011. Total expemsere $740.1 million, and increased
$78.0 million compared to the first six months 6fl2 with a majority of the increase resulting friigher headcount which reflects growtt
the Company’s base business as well as additi@rabpnel from the fourth quarter 2011 acquisitioh€opal and B&H . Operating income
of $547.5 million in the first six months of 20r&reased $27.3 million compared to the same parmititke prior year and resulted in an
operating margin of 42.5% in 2012 compared to 44i®%e prior year. Diluted EPS of $1.52 for thestfisix months of 2012 increased $0.03
over the prior year period, which included a $0@@rable impact relating to a foreign tax rulingdea $0.03 benefit related to the favorable
resolution of Legacy Tax Matters. Excluding therafoentioned impact related to the favorable resmiutf Legacy Tax Matters in 2011,
diluted EPS in the first six months of 2012 incexh$0.06 per share compared to the same peribe iprior year.
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Moody’s Corporation
The table below provides a summary of revenue g@edading results, followed by further insight armhonentary:

% Change
Six months ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
United State: $ 687.¢ $ 616.Z 12%
International:
EMEA 387.1 369.( 5%
Other 2125 196.¢ 8%
Total Internationa 599.¢ 565.¢ 6%
Total 1,287.¢ 1,182.: 9%
Expenses
Operating 366.1 331. (11%)
SG&A 328.¢ 291. (13%)
Depreciation and amortizatic 45.¢ 39.t (15%)
Restructuring — (0.7) (10C%)
Total 740.] 662.1 (12%)
Operating incomi $ 547.f $ 520. 5%
Interest expense, n $ (26.9 $ (329 17%
Other nor-operating income (expense), | $ 2€ $ 11t (77%)
Net income attributable to Moody $ 346.( $ 344t —

Global revenue of $1,287.6 million in the six man#nded June 30, 2012 increased $105.3 million acedpto the same period in
2011 reflecting growth in both segments. The insega ratings revenue compared to the six montlededune 30, 2011 reflects growth
across all ratings LOBs, most notably from withiR@and PPIF. The growth in MA revenue reflects bigtevenue across all LOBs, most
notably in professional services, which includesraie from Copal, which was acquired in the foguhrter of 2011. Transaction revenue
accounted for 48% and 49% of global MCO revenuénsix month periods ended June 30, 2012 and 204gectively.

U.S. revenue of $687.8 million increased $71.4ianillover 2011, primarily reflecting strong growthPPIF and SFG in the
ratings segment coupled with strong growth acrtddsBs within MA. Also contributing to the growtivere changes in the mix of fee type,
new fee initiatives and certain pricing increases.

Non-U.S. revenue increased $33.9 million over 20&flecting strong growth in professional servieesl ERS revenue within
MA, due to the acquisition of Copal and B&H in tleairth quarter of 2011 as well as higher revenoefrating investment-grade corporate
debt. These increases were partially offset byideslin rated issuance volumes for speculativeegcaniporate debt in the second quarter
reflecting the widening of high-yield bond spreadswell as declines across most asset classes \8iEG. Changes in FX translation rates
had an approximate $22 million unfavorable impathon-U.S. revenue for the six months ended Jun2@IP.

Operating expenses were $366.1 million in the sixtins ended June 30, 2012, an increase of $34li8mrfilom the same period
in 2011 and reflected an increase in both comp@msahd non-compensation costs. The increase ipeagation costs of approximately $22
million reflects higher salaries and related empkbyenefits resulting from increases in headcalated to the fourth quarter 2011
acquisitions of Copal and B&H as well as higherdweaint in both the MIS and MA base business, calipith annual merit increases. The
increase in non-compensation costs of approxim&ed/million is primarily due to higher costs tggert investment in IT infrastructure and
regulatory and compliance.

SG&A expenses of $328.4 million in the six monthsled June 30, 2012 increased $37.0 million fronstme period in 2011 a
reflected increases in both compensation and narpeasation expenses. Compensation costs increppezkanately $18 million primarily
due to higher salaries and related employee benefiich reflects annual merit increases and headagrowth in sales personnel within MA
as well as in the support areas of compliance and |
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Non-compensation expenses increased approximatelynfili®n over the prior year primarily reflectingdtier professional service costs to
support investment in IT infrastructure as welhagher variable costs to support business growth.

Depreciation and amortization of $45.6 million lretsix months ended June 30, 2012 increased $8idmifom the same period
in 2011 reflecting higher amortization of: i) intaf use software; and ii) intangible assets acduasepart of the fourth quarter 2011
acquisitions of Copal and B&H.

Operating income of $547.5 million increased $27ilion from the same period in 2011, reflecting ttevenue growth of $105.3
million partially offset by the 12% increase ingbéxpenses. Changes in FX translation rates I$4@ anillion unfavorable impact on
operating income in the six months ended June GIR 2

Interest expense, net for the six months ended 3002012 was $26.9 million, a $5.4 million deceeasexpense compared to the
same period in 2011. This decrease is primarilytdwsn approximate $7 million reversal of inter@stUTPs in 2012 related to the settlement
of state and local tax audits, partially offsetebgenefit of $3.7 million in the prior year pericalated to the favorable resolution of a Legacy
Tax Matter.

Other non-operating income (expense), net was®lien in the six months ended June 30, 2012, @eakese in income of $8.9
million compared to the same period in 2011. Therelese is primarily due to a $6.4 million revexsfaleserves in the second quarter of 2011
for the lapse of a statute of limitations relattoga Legacy Tax Matter.

Moody’s ETR was 32.9% in the six month period ended 3002012, up from 30.4% in 2011. The increase wiasguily due to :
beneficial adjustment in UTPs in the second quat@011 resulting from a foreign tax ruling. Thétms were partially offset by a smaller
tax benefit in 2012 resulting from tax audit setténts.

Net Income for the first six months of 2012 was &84million, or $1.52 per diluted share. This isiatrease of $1.5 million, or
$0.03 per diluted share, compared to the samegarid011 when Net Income included an approximat fillion benefit, or $0.06 per
diluted share, relating to a foreign tax rulingaal as a $7 million net benefit, or $0.03 per gl share, relating to the favorable resolutic
a Legacy Tax Matter. Excluding the net benefit fribra favorable resolution of a Legacy Tax Mattethia prior year period, Net Income in
the first six months of 2012 increased $8.5 million$0.06 per diluted share, compared to the gzeried in the prior year.

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

% Change
Six months ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
Corporate finance (CFC $ 392.( $ 381.¢ 3%
Structured finance (SF( 185.( 175.% 5%
Financial institutions (FIG 156.€ 156.( —
Public, project and infrastructure finance (PF 160.: 137.( 17%
Total external revenu 893.¢ 850.¢ 5%
Intersegment royalt 34.€ 32.2 7%
Total MIS Revenu 928.t 882.¢ 5%
Expenses
Operating and SG&A (including intersegment expen 431.¢ 405.¢ (6%)
Depreciation and amortizatic 21.¢ 21.1 (4%)
Restructuring — (0.7) (10C%)
Total expense 453k 426.¢ (6%)
Operating incomi $ 475.( $ 456.2 4%
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The following is a discussion of external MIS remerand operating expenses:

Global MIS revenue of $893.9 million for the six nibs ended June 30, 2012 increased $43.3 milliarpaved to 2011, reflectir
growth in all ratings LOBs. The principal driver tbie MIS revenue growth reflected changes in theahiee type, new fee initiatives and
certain pricing increases, primarily in the U.Safsaction revenue for MIS was 61% and 62% in thensinth periods ended June 30, 2012
and 2011, respectively.

In the U.S., revenue was $517.2 million in thetfaix months of 2012, an increase of $42.2 millimn9% compared to the same
period in 2011. The increase reflects the aforeiforatl changes in the mix of fee type, new feeatiites and certain pricing increases as
as higher rated issuance volumes within publicrfa®aand most asset classes within SFG. These sewegre partially offset by declines in
rated issuance volumes for high-yield corporatd ded bank loans compared to the same period it.201

Non-U.S. revenue was $376.7 million in the first sionths of 2012, an increase of $1.1 million corefdao the same period in
the prior year. The growth over the prior year parnieflects higher rated issuance volumes for itnuest grade corporate debt, primarily fr
within the Asia and Latin America region, coupleithabenefits from changes in the mix of fee typewrfee initiatives and certain pricing
increases. Partially offsetting these increasegweclines across most asset classes within SFahgeb in FX translation rates had an
approximate $19 million unfavorable impact on nofsUMIS revenue in first six months of 2012.

Global CFG revenue of $392.0 million in the first months of 2012 increased $10.1 million from #aene period in 2011. The
revenue growth reflected changes in the mix oftyee, new fee initiatives and certain pricing irages, primarily in the U.S. as well as str
growth in rated issuance volumes for investmentigm@orporate bonds. The higher rated issuance wsldar investment-grade corporate
debt largely reflected issuers taking advantagaebverall low interest rate environment to refica existing borrowings. These increases
were partially offset by declines in rated issuangkeimes for high-yield corporate debt and bank&eeflecting continued macroeconomic
uncertainties in Europe. Transaction revenue reptes 72% of total CFG revenue in the six monttiedrdune 30, 2012, compared to 76%
in the prior year period. In the U.S., revenuehia first six months of 2012 was $248.5 million$dr0 million higher than the same period in
2011. Internationally, revenue of $143.5 milliortlr first half of 2012 increased $6.1 million ccangd to the same period in 2011.
Unfavorable changes in FX translation rates hadpgmoximate $7 million impact on international CF&enue in the first six months of
2012.

Global SFG revenue of $185.0 million in the first months of 2012 increased $9.3 million compaethe same period in 2011,
primarily reflecting higher rated issuance voluraesoss most asset classes in the U.S. These iesre@se partially offset by declines across
most asset classes in the EMEA region. The aforéorerd increases in the U.S. resulted in transacBeenue increasing to 57% of total
SFG revenue in the first half of 2012 compared2®35n the prior year period. In the U.S., revenfi$d5.3 million increased $14.7 million
compared to the first half of 2011, reflecting sgayrowth in REIT, CMBS, collateralized loan obliga and consumer asset-backed
securities rated issuance volumes. The growthdedlasset classes reflects the current low interesenvironment and narrow credit spreads
for these securities. The growth in CMBS ratedas®e volumes also reflects increasing activityankbconduit operations. Ndu-S. revenu
in the six months ended
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June 30, 2012 of $89.7 million decreased $5.4 oniltompared to the same period in the prior yelais @ecrease was primarily due to lower
asset-backed securities issuance in EMEA reflecistfong comparative prior year period when issuare requesting a second rating for
these securities in the first quarter of 2011, Whi@as a new requirement by the ECB for existingtabacked securities that could be used as
collateral in Eurosystem credit operations. Therelese also reflects lower covered bond issuantteiEMEA region reflecting continued
macroeconomic uncertainties in Europe as well asfggan banks increasing their use of the ECB’s Ebeign Refinancing Operations
program. Unfavorable changes in FX translationsraged an approximate $6 million impact on inteoral SFG revenue in the first half of
2012.

Global FIG revenue of $156.6 million in the firgtlhof 2012 was flat compared to the same perid2Dibl reflecting the favorab
impact of changes in the mix of fee type, new fegatives and pricing increases, primarily in theS being offset by unfavorable changes in
FX translation rates. Transaction revenue was 36&tal FIG revenue in the first six months of 20t8mpared to 41% in same period in
2011. In the U.S. and internationally, revenue $@4.5 million and $92.1 million, respectively, fitxe first half of 2012 and were both flat
compared to the same period in the prior year. kble changes in FX translation rates had ancxppate $4 million impact on
international FIG revenue in the first half of 2012

Global PPIF revenue was $160.3 million in the firalf of 2012, an increase of $23.3 million complai@the same period in 20:
primarily reflecting both increases in U.S. puliitance rated issuance volumes as well as the #®impact of the aforementioned char
in the mix of fee type, new fee initiatives andcprg increases, primarily in the U.S. Revenue gateerfrom new transactions was 62% and
57% of total PPIF revenue in the first six month2@12 and 2011, respectively. In the U.S., reveou¢he first six months of 2012 was
$108.9 million and increased $23.3 million compaiethe prior year primarily due to the aforemenéd pricing increases coupled with
higher rated issuance volumes in PFG. The incrgasged issuance volumes within public financéeat higher municipal bond issuance
due to the resolution of many state budgets asagedl challenging prior year period when issuamacedeclined reflecting the expiration of
the Build America Bond Program in the fourth quagg2010. Outside the U.S., PPIF revenue wastatpared to the first half of 2011 due
to growth in infrastructure finance revenue in figga-Pacific region being offset by declines in eign issuance in the EMEA region.
Unfavorable changes in FX translation rates hadpmoximate $3 million impact on international PRévenue in the first six months of
2012.

Operating and SG&A expenses in the first half di2@hcreased $26.0 million compared to the samiegén 2011 and reflected
increases in compensation and non-compensatios ebapproximately $6 million and $19 million, resgively. The increase in
compensation costs reflects higher salaries andogeg benefits resulting from annual merit incrsadeadcount growth in the ratings LOBs
as well as in support areas such as IT for whiehctists are allocated to each segment based orraueesplit methodology. This increase in
salaries and related benefits was partially offisetower incentive compensation which reflects loywmjected achievement against full-year
2012 targeted results through the second quart2d0i? compared to projected achievement in the gear period. The increase in
compensation costs also reflects higher pensioaresgresulting from a decrease in the discounused to value the Company’s obligation.
The increase in non-compensation expenses primafigcted higher costs resulting from the Compamgntinued investment in improving
IT infrastructure and regulatory and compliancéatives coupled with higher variable costs reflegimproving business conditions.

Operating income in the first half of 2012 of $4¥&iillion, which includes intersegment royalty raue and intersegment
expenses, increased $18.8 million from the samieghér 2011 and reflects the 5% increase in totts Mevenue outpacing the $26.9 million
increase in total expenses.
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Moody’s Analytics
The table below provides a summary of revenue g@edading results, followed by further insight armhonentary:
% Change
Six months ended June 30, Favorable
2012 2011 (Unfavorable)
Revenue
Research, data and analytics (RD& $ 240.¢ $ 220.¢ 9%
Enterprise risk solutions (ER: 99.¢ 84.¢ 17%
Professional service 53.2 26.2 102%
Total external revenu 393.7 331.7 19%
Intersegment revent 5.9 5.2 13%
Total MA Revenue 399.¢ 336.¢ 19%
Expenses
Operating and SG&A (including intersegment expen 303.2 254 (19%)
Depreciation and amortizatic 23.7 18.4 (29%)
Total expense 327.1 272.¢ (20%)
Operating incomi $ T2F $ 64.c 13%

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

Global MA revenue increased $62.0 million comparethe first six months of 2011, with 53% of thegth generated
internationally, and included revenue from Copal &&H which were acquired in the fourth quarter26fl1. Recurring revenue comprised
80% of total MA revenue in the first half of 201@nspared to 83% in the same period of the prior.year

In the U.S., revenue of $170.6 million in the finstif of 2012 increased $29.2 million, and refléogeowth across all three LOBs.
International revenue of $223.1 million for thesfisix months of 2012 was $32.8 million higher titfzen same period in 2011, and reflected
growth across all LOBs, most notably in professi@eavices which was primarily due to the Copalwasigion that was completed in the
fourth quarter of 2011.

Global RD&A revenue, which comprised 61% and 67%1éf external revenue in the six months ended Juh&€312 and 2011,
respectively, increased $20.3 million over the pyiear. The growth was primarily due to increasslésof credit research via the CreditView
product and solid growth in data licensing arrangets. Global ERS revenue in the first half of 20i@eased $14.7 million over the same
period in 2011, primarily due to revenue from tequisition of B&H in the fourth quarter of 2011. Wue from the professional services
LOB increased $27.0 million compared to the sam®gdeén 2011, with over 90% of the growth reflegtithe acquisition of Copal in the
fourth quarter of 2011. Revenue in the ERS andgssibnal services LOBs are subject to quarterlgtility resulting from the variable nature
of project timing and the concentration of reveiua relatively small number of engagements.

Operating and SG&A expenses in the first half af20~hich include the intersegment royalty for tigt to use and distribute
content, data and products developed by MIS, isa@&$48.9 million compared to the same period tl2@flecting both higher
compensation and non-compensation costs of appately$33 million and $16 million, respectively. 8 ncrease in compensation costs
reflects an increase in headcount relating to togiaitions of Copal and B&H in the fourth quartér2011 as well as to support business
growth coupled with annual merit increases. Thegase in non-compensation costs reflects expeakxed to the acquisitions of Copal and
B&H which were acquired in the fourth quarter ofl20as well as increases in certain variable dbstsare correlated with business growth.
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Depreciation and amortization of $23.7 million reffirst six months of 2012 increased $5.3 millimm the same period in 2011
and reflected higher amortization related to inthlegassets acquired as part of the fourth qu2@éd acquisitions of Copal and B&H.

Operating Income of $72.5 million in the first haff2012, which includes intersegment revenue ampeeses, increased $8.5
million compared to the same period in 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-GAssadial measures, when read in conjunction withGompany’s reported results, can
provide useful supplemental information for investanalyzing period to period comparisons of then@any’s performance. This ndBAAP
financial measure relates to benefits for Legacy Matters as further discussed in Note 14 to them@any’s consolidated financial
statements. The table below shows Moody’s condgalideesults for the three and six months ended 30n2011 adjusted to exclude the
impact of the aforementioned item:

Amounts in millions, except per share amot Three Months Ended June 30, 2011
Non-GAAP
As Legacy Financial
Reported Tax (a) Measures
Interest (expense), income, | $ (14.)) $ (0.9 $ (15.0
Other nol-operating (expense) income, | $ 8.2 $ (6.4) $ 1.8
Provision for income taxe $ 73:E $ (0.3 $ 73.:%
Net income attributable to Moo’s Corporatior $189.( $ (7.0) $ 182.(
Earnings per share attributable to Moody's common shareholder:
Basic $ 0.8 $(0.03) $ 0.8
Diluted $ 0.82 $(0.09) $ 0.7¢
Six Months Ended June 30, 2011
Non-GAAP
As Legacy Financial
Reported Tax (a) Measures
Interest (expense), income, | $ (32.9 $ (0.9 $ (339
Other nol-operating (expense) income, | $ 11k $ (6.4) $ 51
Provision for income taxe $151.¢€ $ (0.3 $ 151.
Net income attributable to Moo’s Corporatior $344.t $ (7.0) $ 337t
Earnings per share attributable to Moody's common shareholder:
Basic $ 1.51 $(0.03) $ 1.4¢
Diluted $ 1.4¢ $(0.03) $ 1.4¢

(&) To exclude benefits and related tax resulting ftbenresolution of certain legacy tax matt:
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Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operaticzapital expenditures and share repurchases fromatipe cash flow. The

following is a summary of the changes in the Conyfrmoash flows followed by a brief discussion oésle changes:

$ Change
Favorable
Six Months Ended June 30, (Unfavorable)
2012 2011
Net cash provided by operating activit $ 235t $ 445¢ $ (2109
Net cash used in investing activiti $ (25.9 $ (409 $ 14.5
Net cash used in financing activiti $ (142 $ (153.) $ 10.€

Net cash provided by operating activities

The $210.4 million decrease in net cash flows pgtediby operating activities reflected:

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

An approximate $100 million decrease in cash floglating to higher prepaid tax balances in 201Rctihg the timing of
quarterly estimated tax paymer

A $51.7 million decrease in cash flow from chanigeaccounts receivable balances primarily reflectilgher billings in both
reportable segments. The higher accounts receiabdaces in the ratings segment reflect highezstment-grade and public
finance issuance compared to the prior year. Tlednibalances in MA primarily reflect the timinglflings for annual software
maintenance fees. Approximately 27% and 26% ofXtbmpany’s accounts receivable balance at June(3@, 2nd 2011,
respectively, represent unbilled receivables wipicinarily reflect certain annual fees in MIS whiate invoiced in arrear

An $18 million contribution to the Compa’'s U.S. funded pension pls

Partially offset by:

A $25.1 million increase in cash flow reflectinggher deferred revenue balances. The increase énrddfrevenue reflects a new
fee structure within MIS where fees for certainmgs for frequent issuers are billed at the begigrif a program year. The
increase also reflects higher subscription reneimaiéA compared to the prior year peric

A $41.7 million increase related to a non-cash Eiefrem deferred income taxes primarily due to gettlement of certain state
and local income tax audits in the first quarte2012;

The remaining increase in cash flow is due to cbharig various other assets and liabilit
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Net cash flows from investing activities

The $14.5 million decrease in net cash used insiivg activities primarily relates to lower cashdofor capital additions of $13.7 million.
This decrease in capital additions is primarily ttueroject phase timing of certain of the Compary infrastructure initiatives.

Net cash used in financing activities

The $10.6 million decrease in cash used in finaneittivities was attributed to:
» Treasury shares repurchased of $100.0 millionérfitist half of 2012 compared to $127.6 milliortlie same period in 201

Partially offset by,

» Higher dividends paid of $13.4 million due to anrase in the 2012 payouts reflecting an increasigel Company’s quarterly
dividend from 11.5 cents and 14 cents in the first second quarters of 2011, respectively, to héqeer share of Moody’s
common stock in both of the same periods of 2

Cash held in nonrU.S. jurisdictions

The Company’s aggregate cash and cash equivale$824.1 million at June 30, 2012 consisted of agjmnately $694 million
located outside of the U.S. The cash held in thea@oy’s non-U.S. operations contains approxima#8B2 million in entities whose
undistributed earnings are indefinitely reinvestethe Company’s foreign operations. Accordinghg Company has not provided deferred
income taxes on these indefinitely reinvested egsniA future distribution or change in assertiegarding reinvestment by the foreign
subsidiaries relating to these earnings could tés@dditional tax liability to the Company. Iti®t practicable to determine the amount of
potential additional tax liability due to complags in the tax laws and in the hypothetical caltafes that would have to be made. The
Company manages both its U.S and international festto maintain sufficient liquidity in all regits to effectively meet its operating nee

Future Cash Requirements

The Company believes that it has the financialusses needed to meet its cash requirements andtexpehave positive
operating cash flow for the next twelve months.lOa&gjuirements for periods beyond the next tweloatims will depend, among other
things, on the Company’s profitability and its &yito manage working capital requirements. The @any may also 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 busiassrepurchasing stock and paying a
dividend, all in the manner consistent with mainitag sufficient liquidity. In July of 2012, the Bahof Directors of the Company declared a
quarterly dividend of $0.16 per share of Moody’snooon stock, payable on September 10, 2012 to shlaeis of a record at the close of
business on August 20, 2012. The continued payofatividends at this rate, or at all, is subjecthe discretion of the Board. Additionally,
the Company expects to continue share repurchal2 subject to available cash flow, market ctbmals and other capital allocation
decisions. As of June 30, 2012, Moody’s had $0I®hiof share repurchase authority remaining uritsecurrent program, which does not
have an established expiration.

As part of the Copal acquisition in November 20¥body’s and the non-controlling shareholders enténéo 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 exerciseepof this option was valued at $68
million at the time of acquisition and will flucttexbased the financial
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results of Copal subject to a floor exercise patapproximately $46 million. The carrying valuetbfs redeemable noncontrolling interest
was $70.5 million at June 30, 2012. There is ndt law to the amount of the strike price on thegaltoption. It is estimated that the exercise
of the put/call arrangement will take place in tiext three to six years based on a Monte Carlolaiion. This put/call arrangement expires
on the sixth anniversary date of the acquisition.

At June 30, 2012, Moody’s had $1.2 billion of oataling debt, which is further described in the #htkdness” section of this
MD&A below, with $1.0 billion of additional capagitavailable. Principal payments on the 2008 TerrarLoommenced in September 2010
and will continue through its maturity in accordamith the schedule of payments outlined in thelélstedness” section of this MD&A
below.

On February 6, 2008, the Company entered into @ yi&ar operating lease agreement to occupy sixsfloban 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 lmegking base rent payments in 2011. In additiathédbase rent payments the
Company will be obligated to pay certain custorrempounts for its share of operating expenses andifigations. The total remaining lease
payments as of June 30, 2012 are approximately GISE million, of which approximately GBP 7.5 nolfi will be paid in the next twelve
months.

On October 20, 2006, the Company entered into anabpg lease agreement with 7 World Trade Cehtet, for 589,945 square-
feet of an office building located at 7WTC at 25fénwich Street, New York, New York, which is seryias Moody’s headquarters. The
TWTC Lease has an initial term of 21 years witbtaltof 20 years of renewal options. The total lrese of 7WTC Lease over its initial 21-
year term is approximately $536 million includirent credits from the World Trade Center Rent Rednd®rogram promulgated by tl
Empire State Development Corporation. On March?®®;7, the 7WTC lease agreement was amended f@dimpany to lease an additional
78,568 square-feet at 7WTC. The additional bastiseapproximately $106 million over a 20-year teffhe total remaining lease payments
as of June 30, 2012, including the aforementioead ecredits, are approximately $522 million, of elhapproximately $30 million will be
paid during the next twelve months.

Indebtednes:
The following table summarizes total indebtedness:

December 31

June 30,
2012 2011
2012 Facility $ — $ —
Commercial pape — —
Notes Payable
Series 2005-1 Notes, due 2015; which includesahesalue
of interest rate swap of $13.5 million at 2012 &id.5
million at 2011 313t 311k
Series 200-1 Notes due 201 300.( 300.(
2010 Senior Notes, due 2020, net of unamortizecbdist of $2.7
million in both 2012 and 201 497.: 497.%
2008 Term Loan, various payments through 2 127.t 135.(
Total debt 1,238.: 1,243.¢
Current portior (127.5 (71.9)
Total lon¢-term debt $1,110.¢ $ 1,172t
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2012 Facility

On April 18, 2012, the Company and certain of itssdiaries entered into a $1 billion five-yearisenunsecured 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 $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 canerémmgn 77.5 basis points to 120 basis
points per annum of the outstanding amount, depgnain the Company’s Debt/EBITDA ratio. The Compaiso 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/ BBIRatio.

The 2012 Facility contains covenants that, amohgrahings, restrict the ability of the Company @sdubsidiaries, without the
approval of the lenders, to engage in mergers,alioiagions, 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 efidiny fiscal quarter. Upon the occurrence of éeffiaancial 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 pdgahereunder) may be declared immediately duepaydble and all commitments under the
facility may be terminated.

2007 Facility

On September 28, 2007, the Company entered infoGalfilion five-year senior, unsecured revolvirrgdit facility, expiring in
September 2012. The 2007 Facility served, in pagupport the Company’s CP Program described bdiderest on borrowings was
payable at rates that were based on LIBOR plugmipim that could range from 16.0 to 40.0 basistgaifithe 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 Faciligsnged 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 covenaht,tamong other things, restricted the
ability of the Company and certain of its subsiidiar without the approval of the lenders, to engagaergers, consolidations, asset sales,
transactions with affiliates and sale-leasebaaks@ations or to incur liens, as defined in theteglagreement. The 2007 Facility also
contained financial covenants that, among othagthirequired 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 Facilégcribed above.

Commercial Paper

On October 3, 2007, the Company entered into af@iplacement commercial paper program under whiglCompany may issue CP
notes up to a maximum amount of $1.0 billion. Amstevailable under the CP Program may be re-bodoWwee 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, alternativedjd 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 sdrehe 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 rat ] IBOR; (e) prime rate; (f) Treasury rate
(9) such other base rate as may be specified upglement to the private placement agreement. Th@©gram contains certain events of
default including, among other things: non-paynadmirincipal, interest or fees; entrance into aownf of moratorium; and bankruptcy and
insolvency events, subject in certain instancesite periods.
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Notes Payable

On November 4, 2011, in connection with the acgjoisiof 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 thHagipal 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. Otlisgywthe Company must repay any amount outstaradirthe earlier of (i) two business days
subsequent to the exercise of the put/call opticactuire the remaining shares of Copal or (ii)témgh anniversary date of the issuance o
note. The Company has the right to offset paymétitenote against certain indemnification asset®eiated with UTPs related to the
acquisition, which are more fully discussed in N®téccordingly, the Company has offset the liapifor this note against the
indemnification asset, thus no balance for thignetarried on the Company’s consolidated balaheet at June 30, 2012 and December 31,
2011. In the event that the Company would not lpeired to settle amounts related to the UTPs, i @any would be required to pay the
sellers the principal in accordance with the nggeament. The Company may prepay the note in agnoedwith certain terms set forth in
acquisition agreement.

On August 19, 2010, the Company issued $500 miliggregate principal amount of unsecured notegubdic offering. The 2010
Senior Notes bear interest at a fixed rate of 5.80%hmature on September 1, 2020. Interest onth@ Senior Notes will be due semi-
annually on September 1 and March 1 of each yeamnencing March 1, 2011. 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 accruedwummhid interest and a Make-Whole
Amount. Additionally, at the option of the holderfthe notes, the Company may be required to psechH or a portion of the notes upon
occurrence of a “Change of Control Triggering Eyeas defined in the Indenture, at a price equdldb% of the principal amount thereof,
plus accrued and unpaid interest to the date afhfase. The Indenture contains covenants thattimitbility of the Company and certain of
its subsidiaries to, among other things, incurreate liens and enter into sale and leasebackarttoss. In addition, the Indenture contains a
covenant that limits the ability of the Companyctmsolidate or merge with another entity or to aklor substantially all of its assets to
another entity. The Indenture contains customafgudeprovisions. In addition, an event of defawill occur if the Company or certain of its
subsidiaries fail to pay the principal of any intlgtness (as defined in the Indenture) when dueagdrity in an aggregate amount of $50
million or more, or a default occurs that resuftshie acceleration of the maturity of the Compary’sertain of its subsidiaries’ indebtedness
in an aggregate amount of $50 million or more. Uf@noccurrence and during the continuation ofventof default under the Indenture,
notes may become immediately due and payable &ititematically or by the vote of the holders of extiran 25% of the aggregate principal
amount of all of the notes then outstanding.

On September 7, 2007, the Company issued andtsoldgh 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. Uttdeterms 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 pageial to 100% of the principal amount being prepplids accrued and unpaid interest al
Make Whole Amount. The 2007 Agreement contains cawes that limit the ability of the Company, andtam of its subsidiaries to, among
other things: enter into transactions with afféistdispose of assets, incur or create liens, arteany sale-leaseback transactions, or merge
with any other corporation or convey, transferaarde 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 September 30, 2005, the Company issued andisoldgh a private placement transaction, $300.0anihggregate principal
amount of its Series 2005-1 Senior Unsecured Noies2015 pursuant to the 2005 Agreement. The
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Series 2005-1 Notes have a ten-year term and besmest at an annual rate of 4.98%, payable semialy on March 30 and September 30.
Proceeds from the sale of the Series 2005-1 Noges used to refinance $300.0 million aggregatecjpal amount of the Company’s
outstanding 7.61% senior notes which matured oneBgper 30, 2005. In the event that Moody’s paysoalpart, of the Series 2005-1 Notes
in advance of their maturity, such prepayment bdisubject to a Make Whole Amount. The Series 2D0tes are subject to certain
covenants that, among other things, restrict thiéyabf the Company and certain of its subsidiariwithout the approval of the lenders, to
engage in mergers, consolidations, asset salesagtons with affiliates and sale-leaseback tretitas or to incur liens, as defined in the
related agreements.

2008 Term Loan

On May 7, 2008, Moody’s entered into a five-yedr5®.0 million senior unsecured term loan with selEmders. Proceeds from the
loan were used to pay off a portion of the CP amiding. Interest on borrowings under the 2008 Tlepan is payable quarterly at rates that
are based on LIBOR plus a margin that can ranga fr®5 basis points to 175 basis points dependinf@company’s Debt/EBITDA ratio.
The outstanding borrowings shall amortize in acano# with the schedule of payments set forth irRB@8 Term Loan outlined in the table
below.

The 2008 Term Loan contains restrictive covenardas among other things, restrict the ability af thompany to engage or to permit
subsidiaries to engage in mergers, consolidataseet sales, transactions with affiliates and Isalseback transactions or to incur, or permit
its subsidiaries to incur, liens, in each casejesiio certain exceptions and limitations. The@20@rm Loan also limits the amount of debt
that subsidiaries of the Company may incur. In &aoidj the 2008 Term Loan contains a financial cargrihat 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 amspnted in the table below:

Year Ended December 31, 2008 Term Loar Series 2005t Note: Total
2012 (after June 30,) $ 63.7 $ — $ 63.7
2013 63.¢ — 63.¢
2014 — — —
2015 — 300.( 300.(
2016 — — —
Total $ 127.5 $ 300.( $427 .5

In the fourth quarter of 2010, the Company entémnéalinterest 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 intewstswaps are more fully discussed in Note 7e@actindensed consolidated financial
statements.

At June 30, 2012, the Company was in complianchk alitcovenants contained within all of the debteagnents. In addition to tl
covenants described above, the 2012 Facility, @8F Facility, the 2005 Agreement, the 2007 Agreetrtéie 2010 Senior Notes and the 2
Term Loan contain cross default provisions. Theseipions state that default under one of the af@mtioned debt instruments could in turn
permit lenders under other debt instruments toadedorrowings outstanding under those instrumtenii® immediately due and payable. As
of June 30, 2012, there were no such cross defaults
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Interest expense, net
The following table summarizes the components wfrast as presented in the consolidated staterobofgerations:

Three Months Ended Six Months Ended
June 30, June 30,

2012 2011 2012 2011
Income $ 1.2 $ 1.3 $ 2E $ 23
Expense on borrowing (16.9 (16.9) (32.9) (32.9)
Income (expense) on UTPs and other tax relateditied (a) (1.5) (3.9 85 (7.0)
Legacy Tax (b — 3.7 — 3.7
Capitalized 0.1 0.€ (0.7) 14
Total $ (16.€) $(140)  $(26.9 $32.9

(@) The six months ended June 30, 2012 amountiosrazbenefit of approximately $7 million relatedthe settlement of state and local
income tax audits

(b) The 2011 amounts represent a reversal of $Rlidmof accrued interest expense relating toftherable resolution of a Legacy Tax
Matter and $0.9 million of interest income related pre-spinoff tax year

The following table shows the cash paid for interes

Six Months Ended
June 30,
2012 2011

Interest paid* $32.C $40.7
* Interest paid includes net settlements on inteegstswaps more fully discussed in Noti

The Company’s long-term debt, including the curigortion, is recorded at cost except for the S&@65-1 Notes which are
carried at cost adjusted for the fair value ofrateriest rate swap used to hedge the fair valueeofote. The fair value and carrying value of
the Company’s long-term debt as of June 30, 2082Dmtember 31, 2011 is as follows:

June 30, 2012 December 31, 2011
Estimated Estimated

Carrying Fair Carrying Fair

Amount Value Amount Value
Series 2005-1 Notes* $ 313t $ 316.1 $ 311¢F $ 316.F
Series 200-1 Notes 300.C 335.2 300.C 332.7
2010 Senior Note 497.c 540.¢ 497.¢ 525.€
2008 Term Loal 127.5 127.5 135.( 135.(
Total $1,238.: $1,319.¢ $1,243.¢ $1,309.¢

*  The carrying amount includes an $13.5 million &id..5 million fair value adjustment on an intenedgée hedge at June 30, 2012 and
December 31, 2011, respective

The fair value of the Company’s 2010 Senior Nogdsaised on quoted market prices. The fair valukeofemaining long-term
debt, which is not publicly traded, is estimatethgsliscounted cash flows with inputs based on aifigng interest rates available to the
Company for borrowings with similar maturities.
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Management may consider pursuing additional lomgrtEnancing when it is appropriate in light of eagquirements for
operations, share repurchases and other strateg@tanities, which would result in higher finangioosts.

Off-Balance Sheet Arrangements

At June 30, 2012, Moody'’s did not have any relafops with unconsolidated entities or financialtparships, such as entities
often referred to as special purpose of varialter@st entities where Moody'’s is the primary begiafiy, which would have been established
for the purpose of facilitating off-balance shemhagements or other contractually narrow or lichipeirposes. As such, Moody'’s is not
exposed to any financing, liquidity market or ctedik that could arise if it had engaged in suglationships.

Contractual Obligations
The following table presents payments due undeCtirapany’s contractual obligations as of June 8022

Payments Due by Period

Less Than
(in millions) Total Yelar 1-3 Years 3 -5 Years Over 5 Years
Indebtednes® $1,609.: $ 188.¢ $ 116.2  $ 399.] $ 905.
Operating lease obligatiol 831.2 72.€ 133.2 107.¢ 517.t
Purchase obligatior 119.t 64.£ 54.¢ 0.2 —
Contingent consideration related to acquisiti 2.€ 0.2 — 2.3 —
Pension obligation® 106.] 21.2 9.8 11.¢ 63.€
Total @ $2,668." $ 347.C $ 314.C $ 521( $ 1,486.!

(1) Reflects principal payments, related interest applicable fees due on the 2008 Term Loan, éne$2005-1 Notes, the Series 2007-1
Notes, the 2010 Senior Notes, borrowings undeCthd’rogram and the 2012 Facility, as describedoire M3 to the condens
consolidated financial statemel

(2) Reflects a $2.3 million contingent cash paynretdted to the November 18, 2010 acquisition of GI®bal Education, Inc. The cash
payment is dependent upon the achievement of aicexntractual milestone by January 2016. Alstuthes $0.3 million in contingent
consideration payments related to the November 2@gLisition of Copa

(3) Reflects projected benefit payments for thet e years relating to the Company’s U.S. unfuridest-Retirement Benefit Plans
described in Note 11 to the condensed consolidatedcial statement

(4) The table above does not include the Compamgtdong-term tax liabilities of $185.8 million eting to UTP and Legacy Tax Matters,
since the expected cash outflow of such amountsebpd cannot be reasonably estimated. This anmiewxcluded 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 Notéolthe consolidated financial statements, (ii) agpnately $4 million in contingent
consideration payments (i) the $70.5 million Reaable Noncontrolling Interest, as the expectetd casflow of such amounts by
period cannot be reasonably estime

Dividends

On July 9, 2012, the Board approved the declaratfanquarterly dividend of $0.16 per share of Mgedommon stock, payable
on September 10, 2012 to shareholders of recdttkatlose of business on August 20, 2012.
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2012 Outlook

Moody’s outlook for 2012 is based on assumptiorsuaimany macroeconomic and capital market factoctuding interest rates,
corporate profitability and business investmentsiiieg, merger and acquisition activity, consumardeing and securitization, and the
amount of debt issued. There is an important degireacertainty surrounding these assumptions,@albeas they relate to Europe, and, if
actual conditions differ, Moody’s results for theay may differ materially from the current outlodkhe Companys guidance assumes fore
currency translation at end-of-quarter exchangesrat

Moody'’s is reaffirming its EPS guidance range fog full-year 2012 of $2.62 to $2.72 and still expdo be toward the upper end
of the range. However, certain components of 2Qi@amnce have been modified to reflect Moody’s aurréew of credit market conditions.
For Moody’s overall, the Company still expectsfy#lar 2012 revenue to grow in the low-double-digitcent range. Full-year 2012 expenses
are still projected to increase in the low-doubigitcbercent range. Full-year 2012 operating margistill projected to be approximately 39
percent. The effective tax rate is still expectetie approximately 33 percent.

For the global MIS business, revenue for full-y2at?2 is still expected to increase in the mid-ighksingle-digit percent range.
Within the U.S., MIS revenue is still expectedriorease in the low-double-digit percent range, &vhdn-U.S. revenue is still expected to
increase in the low-single-digit percent range.pgooate finance revenue is now projected to grothéhigh-single-digit to low-double-digit
percent range. Revenue from each of structureddmand financial institutions is still expectedflat to slightly up, while public, project
and infrastructure finance revenue is still expetteincrease in the mid-teens percent range.

For MA, full-year 2012 revenue is still expectedriorease in the high-teens percent range. Witierlt.S., MA revenue is now
expected to increase in the high-teens to 20 peraege, while non-U.S. revenue is still expectethtrease in the high-teens percent range.
Revenue growth is still projected in the mid-sindigit percent range for research, data and amalyind in the low 20’s percent range for
enterprise risk solutions, reflecting the Decenfti#1 acquisition of Barrie & Hibbert as well asgtb in the base business. Professional
services revenue is now projected to grow by apprately 75%, inclusive of revenue from the late 2@tquisition of a majority stake in
Copal Partners and growth in MA’s existing finam¢faining and certification business.

Recently Issued Accounting Pronouncements

In May 2011, the FASB issued ASU No. 2011-04, “Anterents to Achieve Common Fair Value Measurementzisdosure
Requirements in U.S. GAAP and IFRS”. The objectifiéhis ASU is to achieve common fair value measwmet and disclosure requirements
in U.S. GAAP and IFRS. The amendments in this AGBinge the wording used to describe current reqeinésrin U.S. GAAP for measuril
fair value and for financial statement disclosurewd fair value measurements. Some of the amendnrettie ASU clarify the FASB’s intent
or change a particular principle or requirementairing to the application of existing fair valueasurement requirements or for disclosing
information about fair value measurements. The almamts in this ASU are required to be applied peosipely and are effective for fiscal
years beginning after December 15, 2011. The Cognpas conformed to the new disclosures requirgdifmASU in this Form 10Q for tF
three months ended March 31, 2012.

In June 2011, the FASB issued ASU No. 2011-05,s@m&ation of Comprehensive Income”. Under the ammemds in this ASU, an
entity has two options for presenting its total goehensive income: to show its components alonly thié components of net income in a
single continuous statement, or in two separatebtusecutive statements. The amendments in this &8Wequired to be applied
retrospectively and are effective for fiscal yearsd interim periods within those years, beginraftigr December 15, 2011, with early
adoption permitted. In December 2011, the FASBadsASU No. 2011-12, “Deferral of the Effective Débe Amendments to the
Presentation of Reclassifications of ltems Out o€émulated Other Comprehensive Income”, which iimitefy defers the requirement in
ASU No. 2011-05 to present on the face of the fingrstatements reclassification adjustments g that are reclassified from OCI to net
income in the statement(s) where the componentstahcome and the components of OCI are preseAtedther provisions of this ASU,
which are to be applied retrospectively, are effecor fiscal years, and interim periods withirose years, beginning after December 15,
2011. The Company adopted all provisions that wetaleferred as of March 31, 2012. The adoptiothisf ASU will not have any impact on
the Company’s consolidated financial statementsrdti|an revising the presentation of the componeintemprehensive income.
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Contingencies

From time to time, Moody’s is involved in legal atak proceedings, governmental investigationspedadnd litigation that are
incidental to the Company’s business, includingnetabased on ratings assigned by MIS. Moody’sde albject 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. Mosdiljscloses material pending legal proceedingsuamtsto 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 arestigect of intense scrutiny, increased regulatmgoing 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 ngwmposed regulatory standards. Moody’s has rembsubpoenas and inquiries from
states attorneys general and other governmentabatigs and is responding to such investigatioriaquiries.

In addition, the Company is facing litigation framarket participants relating to the performanc#t® rated securities. Although
Moody'’s in the normal course experiences suchdiitan, 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@aver the last several years.

On June 27, 2008, the Brockton Contributory RetartitBystem, a purported shareholder of the Compa®ggurities, filed a
purported shareholder derivative complaint on Hedfahe Company against its directors and ceraimior officers, and the Company as
nominal defendant, in the Supreme Court of theeSiaNew York, County of New York. The plaintiff sexts various causes of action rela
to the named defendants’ oversight of MIS'’s ratinfRMBS and constant-proportion debt obligaticars] their participation in the alleged
public dissemination of false and misleading infation about MIS’s ratings practices and/or a failta implement internal procedures and
controls to prevent the alleged wrongdoing. ThénpiFa seeks compensatory damages, restitutiomgatgement of profits and other equitable
relief. On July 2, 2008, Thomas R. Flynn, a purpdrshareholder of the Company’s securities, fils@ralar purported shareholder derivative
complaint on behalf of the Company against itsaoes and certain senior officers, and the Com@gominal defendant, in the Supreme
Court of the State of New York, County of New Yodsserting similar claims and seeking the samefr@lhe cases have been consolidated
and plaintiffs filed an amended consolidated compla November 2008. The Company removed the dateted action to the United States
District Court for the Southern District of New Yoin December 2008. In January 2009, the plaintiftsszed to remand the case to the
Supreme Court of the State of New York, which tleenPany opposed. On February 23, 2010, the courédsan opinion remanding the case
to the Supreme Court of New York. On October 3@&@he Louisiana Municipal Police Employees Retieat System, a purported
shareholder of the Company’s securities, also filethareholder derivative complaint on behalf ef@ompany against its directors and
certain officers, and the Company as a nominalrdizfat, in the U.S. District Court for the SouthBistrict of New York. This complaint al
asserts various causes of action relating to thepgaay’s ratings of RMBS, CDO and constant-propaortlebt obligations, and named
defendants’ participation in the alleged publicsdimination of false and misleading information abdil8’s ratings practices and/or a failure
to implement internal procedures and controls &vent the alleged wrongdoing. On December 9, 2B@8a Nadoff, a purported shareholder
of the Company, filed a shareholder derivative clampon behalf of the Company against its direstamd its CEO, and the Company as a
nominal defendant, in the Supreme Court of theeSiaNew York. The complaint asserts a claim fadwh of fiduciary duty in connection
with alleged overrating of asset-backed securéieb underrating of municipal securities. On Octdhigr2009, the Company moved to
dismiss or stay the action in favor of related fatltigation. On January 26, 2010, the court esdea stipulation and order, submitted jointly
by the parties,
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staying the Nadoff litigation pending coordinatiand prosecution of similar claims in the above baldw described federal derivative
actions. On July 6, 2009, W. A. Sokolowski, a putpd shareholder of the Company, filed a purpostesteholder derivative complaint on
behalf of the Company against its directors andesurand former officers, and the Company as a nahdiefendant, in the United States
District Court for the Southern District of New YorThe complaint asserts claims relating to allegésimanagement of the Company’s
processes for rating structured finance transastialteged insider trading and causing the Compaiyy back its own stock at artificially
inflated prices. On July 19, 2012, plaintiffs irethbove shareholder derivative actions filed inUhéed States District Court for the Southern
District of New York a motion for preliminary appral of a proposed settlement that would resolv@etiding shareholder derivative cases.
The proposed settlement calls for Moaslyo adopt and maintain certain corporate govemahanges for a period of two years. In conne
with the proposed settlement, the Company has dgregto oppose an application for attorney’s fas costs in an amount not to exceed
$4.95 million. On July 20, 2012, the District Cograinted preliminary approval of the proposed eetéint and on July 23, 2012, the District
Court scheduled a hearing on final approval fort&sper 6, 2012.

Two purported class action complaints have beed tily purported purchasers of the Company’s séesiagainst the Company
and certain of its senior officers, asserting ckaimder the federal securities laws. The first filad 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 DistrictNe#w 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 ttgouthern District of New York. On
June 27, 2008, a consolidated amended complainfilwdspurportedly on behalf of all purchaserstoé Company’s securities during the
period February 3, 2006 through October 24, 200¥ntHfs allege that the defendants issued fate#/@ misleading statements concerning
the Company’s business conduct, business prospredifiess conditions and financial results relagirigparily to MIS’s ratings of structured
finance products including RMBS, CDO and constanpprtion debt obligations. The plaintiffs seekuaspecified amount of compensatory
damages and their reasonable costs and expense®thin connection with the case. The Company mdeedismissal of the consolidated
amended complaint in September 2008. On Februgrg®@®, 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 omp@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 Aplgdar the Second Circuit seeking
discretionary permission to appeal the decisioe Thmpany 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 fidepgurported class action in the United Statesidistourt for the
Southern District of New York asserting numerousiomn-law causes of action against two subsidiafélse Company, another rating
agency, and Morgan Stanley & Co. The action relatescurities issued by a structured investmehicie called Cheyne Finance (the
“Cheyne SIV”)and seeks, among other things, compensatory aritiveutlamages. The central allegation againstatiag agency defendal
is that the credit ratings assigned to the seesritisued by the Cheyne SIV were false and misigath early proceedings, the court
dismissed all claims against the rating agencyratfats except those for fraud and aiding and algeftaud. In June 2010, the court denied
plaintiff's motion for class certification, and atldnal 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 claifdso 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, negligemegligent misrepresentation, and related aidmbabetting 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, which alleges that theitratings assigned to the Cheyne SIV had no restde basis. In the course of the
proceedings, the 15 plaintiffs in this action hagserted that their total compensatory damagesijstimy of alleged lost principal and lost
interest, plus statutory interest, equal approxafya$811 million.
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In October 2009, plaintiffs King County, Washingtamd lowa Student Loan Liquidity Corporation eaitddf substantially
identical putative class actions in the Southerstridit of New York against two subsidiaries of thempany and several other defendants,
including two other rating agencies and IKB Deutstidustriebank AG. These actions arise out ofstments in securities issued by a
structured investment vehicle called Rhinebridge(file “Rhinebridge SIV”) and seek, among othendli compensatory and punitive
damages. Each complaint asserted a claim for contawofraud against the rating agency defendanisgialg, among other things, that the
credit ratings assigned to the securities issuetthéyRhinebridge SIV were false and misleading. ddmee is pending before the same judge
presiding over the litigation concerning the Che$hé, described above. In April 2010, the courtiddrthe rating agency defendantsotion
to dismiss. In June 2010, the court consolidatedwlo cases and the plaintiffs filed an amendedptaimt that, among other things, added
Morgan Stanley & Co. as a defendant. In Januarg 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 fiduciary dnegligence, negligent
misrepresentation, and aiding and abetting claimMay 2012, the court, ruling on the rating agedejendantsmotion to dismiss, dismiss
all of the new claims except for the negligent mgesentation claim, which alleges that the crediihgs assigned to the Rhinebridge SIV
no reasonable basis, and a claim for aiding anttiagdraud. Plaintiffs have thus far not souglasd certification. In the course of the
proceedings, the two plaintiffs have assertedttieit total compensatory damages, consisting efell lost principal and lost interest, plus
statutory interest, equal approximately $70 millibnJune 2012, defendants IKB Deutsche Industrikl#6G and IKB Credit Asset
Management GmbH informed the court that they hateted a confidential settlement agreement wittptaimtiffs.

For claims, litigation and proceedings not relatedhcome taxes, where it is both probable thélality is expected to be incurr
and the amount of loss can be reasonably estimidwe@ompany 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 diseddbe contingency if significant. As additionalomhation becomes available, the Company
adjusts its assessments and estimates of suchrsratt@rdingly. In view of the inherent difficultf predicting the outcome of litigation,
regulatory, enforcement and similar matters andirgancies, particularly where the claimants seegd or indeterminate damages or where
the parties assert novel legal theories or thearsihvolve a large number of parties, the Compmmnot predict what the eventual outcome
of the pending matters will be or the timing of aegolution of such matters. The Company also damaalict the impact (if any) that any
such matters may have on how its business is coadiuan its competitive position or on its finarigiasition, results of operations or cash
flows. As the process to resolve the pending mateferred to above progresses, management willntento 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 soirgsome of them, the absence of similar codigs on the theories of law asserted and
uncertainties regarding apportionment of any padédamages, an estimate of the range of posgibkek cannot be made at this time. For
income tax matters, the Company employs the ptestninethodology of Topic 740 of the ASC which regsiia company to first determine
whether it is more-likely-than-not (defined askelihood of more than fifty percent) that a taxifios will be sustained based on its technical
merits as of the reporting date, assuming thahtpauthorities will examine the position and haviéKnowledge of all relevant information.

A tax position that meets this more-likely-than-timeshold is then measured and recognized ahtgedt amount of benefit that is greater
than fifty percent likely to be realized upon effee settlement with a taxing authority.

Legacy Tax Matters

Moody'’s continues to have exposure to potentidlilittes arising from Legacy Tax Matters. As of &80, 2012, Moody’s has
recorded liabilities for Legacy Tax Matters totali$55.8 million. This includes liabilities and aged
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interest due to New D&B arising from the 2000 Oksttion Agreement. It is possible that the ultimiability for Legacy Tax Matters could
be greater than the liabilities recorded by the @any, which could result in additional charges thaly be material to Moody’s future
reported 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 Corporasieparated into three separate public companiesbuhes 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 Coggayn. During 1998, Cognizant separated into twzasate public companies: IMS
Health Incorporated and Nielsen Media Research,inBeptember 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 anaiest resulting from unfavorable IRS determinationsertain tax matters, and certain other
potential tax liabilities, all as described in swgreements. Further, in connection with the 20@@ribution 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 pdidbbody’s $55.0 million for 50% of certain anticipdtéuture tax benefits
through 2012. In the event that these tax benaféshot 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 remlito 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 June 2D1lthe statute of limitations for New D&B
relating to the 2004 tax year expired. As a resulthe second quarter of 2011, Moody'’s recordeeldaction of accrued interest expense of
$2.8 million ($1.7 million, net of tax) and an iease in other non-operating income of $6.4 milliefating to amounts due to New D&B. As
of June 30, 2012, Moody'’s liability with respectthds matter totaled $53.7 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 hathRS 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 HealttdadMR did not pay their full
share of the liability to the IRS under the termthe applicable separation agreements betweepdties. Moody’s and New D&B
subsequently paid these amounts to the IRS and eoed arbitration proceedings against IMS HealthMMIR to resolve this dispute.
Pursuant to these arbitration proceedings, the @osnpeceived $10.8 million ($6.5 million as a retitut of interest expense and $4.3 million
as a reduction of tax expense) in 2009. The afontioreed settlement payment resulted in net incoarefits of $8.2 million in 2009. The
Company continues to carry a $2.1 million liability this matter.

Regulation

MIS and many of the securities that it rates atges 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 Comparpgrations and the markets for
securities that it rates. Additional laws and regjohs have been adopted but not yet implementédwe been proposed or are being
considered. Each of the existing, adopted, propasédotential laws and regulations can increasedists and legal risk associated with the
issuance of credit ratings and may negatively impamody’s operations or profitability, the Compasbility to compete, or result in
changes in the demand for credit ratings, in thamaain which ratings are utilized and in the mannevhich Moody’s operates.
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In the EU, in 2009, the European Parliament paasselv regulation (“EU Regulationthat establishes an oversight regime for

CRA industry in the European Union. The framewarkthe EU Regulation requires the registrationmfalrregulation and periodic inspect
of CRAs operating in the EU. The EU Regulation asts out specific requirements for the use ofigatthat are produced outside of the EU
and are used for regulatory purposes in the EU. #grtbhese is a requirement for the relevant compeigthority in the EU and the compet

authority of the non-EU jurisdiction where thatingthas been produced to enter into a cooperatjegeaent 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 wasitgd registration in October 2011. In addition, Eweopean Securities and Markets
Authority (ESMA) was established in January 201d has had direct supervisory responsibility fortbgistered 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£8port includes a series of recommendations foarodd or changed practices among
all of the examined CRASs. The report did not pupllk 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 provisafrike EU Regulation, ESMA reserved
its right to identify specific regulatory breachssa later stage.

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

In November 2011, the European Commission issueggsed amendments to its existing regulationmdfted 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 GR&cused of failing to abide by applicable regoites;

impose mandatory rotation requirements on CRAgHigeissuers of securities, thereby limiting thenter of years a CRA can
issue ratings for securities of a particular iss

enhance ESM’s role in reviewing rating methodologi¢
impose additional procedural and substantive requénts on the pricing of services; ¢
restrict a CRA from rating any issuer or securigydhby any entity that owns, directly or indirectly0% or more of the CR/

The proposal is now under discussion by both thegaan Parliament and The Council of the EuropeginrJ Both bodies have

concluded their debates and have introduced amentdrtethe text. The next stage of the legislapinacess is generally referred to as the
“trialogues”, during which the Parliament, Couraiild Commission must confer and agree on a finapcomise text. The Company
anticipates this process to conclude by year-ed@ 2@uring which time Moodg will continue to consult with relevant authorstiand marke
participants as to the impact of the specific pegh® on the financial markets, issuers and investor
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Other legislation and regulation relating to crediing and research services is being consideréddal, national and
multinational bodies and this type of activityilgely to continue in the future. In addition, inrtz@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 eviihgalocal issuers. If enacted, any such legistaiad regulation could change the competitive
landscape in which MIS operates. The legal statuatimg agencies has been addressed by courtrious decisions and is likely to be
considered and addressed in legal proceedingstfreento 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 regmabr legislative actions, or the ultimate
impact of any such matters on the competitive pmsifinancial position or results of operationshddody’s.

Forward-Looking Statements

Certain statements contained in this quarterly ntegpo Form 10-Q are forward-looking statements aredbased on future
expectations, plans and prospects for the Compdnugmess and operations that involve a numbeasks and uncertainties. Such statements
involve estimates, projections, goals, forecastsyaptions and uncertainties that could cause laetsialts or outcomes to differ materially
from those contemplated, expressed, projected;ipated or implied in the forward-looking statengerithose statements appear at various
places throughout this quarterly report on Formd.0acluding in the sections entitled “2012 Outldakd “Contingencies” under Item 2.
“MD&A”, commencing on page 42 of this quarterly ,gpon Form 10-Q, under “Legal Proceedings” in Plaitem 1, of this Form 1@, anc
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “inteid'plan”, “will”, “predict”, “potential”,
“continue”, “strategy”, “aspire”, “target”, “forecd”, “project”, “estimate”, “should”, “could”, “ma¥yand similar expressions or words and
variations thereof relating to the Company’s viemsfuture events, trends and contingencies. Stddeh®and investors are cautioned not to
place undue reliance on these forward-looking statés. The forwardboking statements and other information are madef ¢he date of th
annual report on Form 10-K, and the Company unkestao obligation (nor does it intend) to publislypplement, update or revise such
statements on a going-forward basis, whether asuwdtrof subsequent developments, changed expettair otherwise. In connection with
the “safe harbor” provisions of the Private SedesiLitigation Reform Act of 1995, the Companydertifying examples of factors, risks and

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

Those factors, risks and uncertainties include gibeitnot limited to, the current world-wide cremiarket disruptions and economic
slowdown, which is affecting and could continualffiect the volume of debt and other securitiesédsn domestic and/or global capital
markets; other matters that could affect the volafndebt and other securities issued in domesti¢aarglobal capital markets, including
credit quality concerns, changes in interest ratekother volatility in the financial markets; tliecertain effectiveness and possible collateral
consequences of U.S. and foreign government imigiatto respond to the economic slowdown; conciertise marketplace affecting our
credibility or otherwise affecting market percepsoof the integrity or utility of independent aggmatings; the introduction of competing
products or technologies by other companies; mipiressure from competitors and/or customers;nipact of regulation as an NRSRO, the
potential for new U.S., state and local legislatom regulations, including provisions in the realyeanacted Financial Reform Act and
anticipated regulations resulting from that lave trotential for increased competition and reguhatiothe EU and other foreign jurisdictions;
exposure to litigation related to our rating opimépas well as any other litigation to which ther@any may be subject from time to time;
provisions in the Financial Reform Act legislati@md potential EU regulations, modifying the pleagdand 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 coltitrg tax authorities of the Company’s global tdamqming initiatives; the outcome of those
Legacy Tax Matters and legal contingencies thated the Company, its predecessors and theliag#ti companies for which Moody'’s has
assumed portions of the financial responsibilitye &bility of the Company to successfully integrtquired businesses; currency and foreign
exchange volatility; and a decline in the demandfedit risk management tools by financial ingiins. These factors, risks and uncertai
as
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well as other risks and uncertainties that coultseaMoody’s actual results to differ materiallyrfrehose contemplated, expressed, projected
anticipated or implied in the forward-looking staents are described in greater detail under “Radtd¥s” in Part I, Item 1A of the

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 amdstors are cautioned that the occurrence of atlyesk 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 materialaoheerse effect on the Company’s business, resttiperations and financial condition.
New factors may emerge from time to time, and itas possible for the Company to predict new fagtapr can the Company assess
potential effect of any new factors on it.

ltem 3. Quantitative and Qualitative Disclosures abut Market 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 TQuantitative and Qualitative Disclosures aboutrikét Risk”, contained in the
Company'’s annual report on Form 10-K for the yeatesl December 31, 2011.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedurdés CTompany carried out an evaluation, as requiyeRute 13a15(b) under th
Exchange Act, under the supervision and with théigipation 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 Compatigtsosure 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 thatfakeoEvaluation Date, the Company’s disclosureris and procedures were effective to
provide reasonable assurance that information reduo be disclosed by the Company in reportsittidés or submits under the Exchange
Act is recorded, processed, summarized and repaitbdh the time periods specified in the commutimato the Company’s management,
including the Company’s Chief Executive Officer @lief 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 Coyrgarternal control over financial reporting tHeive materially affected, or are
reasonable likely to materially affect, these intércontrols over financial reporting during theipd covered by the report.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

See the discussion of legal matters under Padr 2. “MD&A — Contingencies”, commencing on paded this quarterly report
on Form 10-Q, which is incorporated into this Itérhy reference.

Iltem 1A. Risk Factors

There have been no material changes since Dec&hb2011 to the significant risk factors and uraiettes known to the Company
that, if they were to occur, could materially achady affect the Company’s business, financial ctoowli operating results and/or cash flow.
For a discussion of the Company’s risk factorgréd Item 1A. “Risk Factors”, contained in the GQumany’s annual report on Form 10-K for
the year ended December 31, 2011.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

MOODY'S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended June 30, 2012

1)
()

Total Number of Shares

Total Number of Shares

Purchased as Part of

Average Price Publicly Announced

Approximate Dollar Value of

Shares That May Yet be
Purchased Under the

Period Purchased (1) Paid per Share Program Program (2)

April 1 - 30 15,02:¢ $ = = $ 873.8 millior
May 1- 31 1,547,86: $ 37.4i 1,547,86: $ 815.8 millior
June 1- 30 1,156,55! $ 36.3:¢ 1,156,21! $ 773.8 millior
Total 2,719,44 $ 36.9¢ 2,704,08

Includes the surrender to the Company of 158#8es of common stock in April and 336 shareaimon stock in June to satisfy tax
withholding obligations in connection with the \iegt of restricted stock issued to employ
As of the last day of each of the months. Ag 30, 2007, the Company’s Board authorized a $dlidon share repurchase program

which the Company began utilizing in January 20p8rucompletion of the June 2006 authorization. &li€no established expiration

date for the remaining authorizatic

During the second quarter of 2012, Moody'’s issu€dnfillion shares under employee stock-based cosgi@m plans.
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Iltem 5. Other Information

Iltem 6.

Exhibit
No.

3

10

12*
18*
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 effective3lyri998, as amended
effective October 1, 2000, and as further amendfedteve April 26, 2005 (incorporated by referentoeExhibit 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 Registranbfparated by reference to Exhibit 3 of the Reparform 8-K of the
Registrant, file number -14037, filed February 25, 200¢

Five-Year Credit Agreement dated as of April 18120among Moody’s Corporation, the Borrowing Sulzsids Party
Hereto, the Lenders Party Thereto, JPMorgan Chasé&,BN.A., as Administrative Agent, Bank of AmeriddA. and
Citibank, N.A. as Co-Syndication Agents, and RB8z€ns, N.A. and The Bank of Tokyo-Mitsubishi UE#]., as Co-
Documentation Agents (incorporated by referendexioibit 99.1 to the Report on Form 8-K of the Régist file number 1-
14037, filed April 24, 2012

Statement of Computation of Ratios of Earningsit@@ Charge:

Preferability Letter from Independent RegisteretlRuAccounting Firm Regarding Change in AccountiPignciple
CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARRBES-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 SARBES-OXLEY ACT OF 2002

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

Certification Pursuant to 18 U.S.C. Section 1330Adopted Pursuant to Section 906 of the Sarb@ndsy Act of 2002. (Thi
Company has furnished this certification and damdntend for it to be considered filed under thee@&ities Exchange Act of
1934 or incorporated by reference into future giirunder the Securities Act of 1933 or the Seagrixchange 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 causisdréport to be signed on its

behalf by the undersigned, thereunto duly authdrize

Date: July 30, 201
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MOODY’S CORPORATION

By: /s/ LINDA S. HUBER

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

By: /s/ JoOsePHM CCABE

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



Exhibit 12
STATEMENT OF COMPUTATION OF RATIOS OF EARNINGS TO F IXED CHARGES

Six Months Ended

June 30, Year Ended December 31,
amounts in millions, except fixed charges ratios 2012 2011 2011 2010 2009 2008 2007
Earnings:
Income before income taxes and noncontrolling asts $523.2  $499.« $839.6 $714.¢ $646.2 $729.6 $1,122.(
Add:
Fixed charges (see belo 42.C 53.C 101.7 85.2 70.2 96.2 85.2
Amortization of capitalized intere 0.4 0.1 0.2 0.2 0.1 0.1 —
Less:
Capitalized interes (0.1) 1.4 3.1 1.8 1.5 1.1 1.1
Earnings $565.7 $551.1 $938.¢ $798.1 $715.C $825.1 $1,206.:
Fixed charges:
Interest expense on borrowin® $32&6 $327 $655 $522 $45E5 $60C $ 407
Interest expense (income), net on unrecognizebdarfits
and other ta-related liabilities? (3.5 7.C 8.7 7.7 (1.6 13.7 21.t
Interest capitalize (0.7 1.4 3.1 1.8 1.t 1.1 1.1
Estimated interest portion of rental expe®) 12.¢ 11.€ 24.4 23.€ 24.¢ 21.k 21.¢
Total fixed charges $42C $53.C $101.7 $85° $702 $96.° $ 85z
Ratio of earnings to fixed charge: 13.t 10.4 9.2 9.4 10.z 8.€ 14.2

(1) Amounts are net of gains and losses on ceiriéénest rate swaps that the Company utilizes tmate interest rate risk on its
borrowings.

(2) Represents net interest expense (income) delatenrecognized tax benefits and other tax-rdlhdilities. There may be periods
whereby interest expense may be wholly or partiaffget by reductions in accrued interest due godbmpletion of tax audits or upde
to our tax positions which could results in theamsal of accrued intere:

(3) Represents one third of rent expense which is stimate of the interest component of rent expe



Exhibit 18
PREFERABILITY LETTER OF INDEPENDENT REGISTERED PUBL IC ACCOUNTING FIRM

July 30, 2012

Moody’s Corporation
New York, NY

Ladies and Gentlemen:

We have been furnished with a copy of the quarteyort on Form 10-Q of Moody'Corporation (the Company) for the three and sixtims
ended June 30, 2012, and have read the Compatatements contained in Note 2 to the condermesbtidated financial statements incluc
therein. As stated in Note 2, the Company chantgethéthod of accounting for goodwill in that then@many changed its impairment test date
from November 3@ to July 331 and stated that thelywadopted accounting principle is preferable ia tircumstances because it better
aligned the annual goodwill impairment test datthwlie Company’s annual strategic planning procBss.Company has prospectively
applied the change in annual goodwill impairmestitg) date beginning in the second quarter of 201accordance with your request, we
have reviewed and discussed with Company offi¢lescircumstances and business judgment and plauupon which the decision to make
this change in the method of accounting was based.

We have not audited any financial statements ofXbipany as of any date or for any period subsddaddecember 31, 2011, nor have we
audited the information set forth in the aforememéid Note 2 to the condensed consolidated finastagments; accordingly, we do not
express an opinion concerning the factual inforamationtained therein.

With regard to the aforementioned accounting chaagthoritative criteria have not been establidoe@valuating the preferability of one
acceptable method of accounting over another agbkpimethod. However, for purposes of the Comparyrspliance with the requirements
of the Securities and Exchange Commission, wetarashing this letter.

Based on our review and discussion, with reliantenanagement’s business judgment and planningpweuc that the newly adopted
method of accounting is preferable in the Companytumstances.

Very truly yours,
/sl KPMG LLP



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 Chie¢é&xive Officer of Moody’s Corporation, certify tha
1. I have reviewed this quarterly report on ForraQ 0f Moody’s Corporation;

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

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

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

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod 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 repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiikineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on such
evaluation; and

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

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

a) All significant deficiencies and material 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 cD ANIEL , JR.
Raymond W. McDaniel, Jr.
President and Chief Executive Officer

July 30, 2012



Exhibit 31.2

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

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

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

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

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

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod 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 repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiikineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on such
evaluation; and

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

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

a) All significant deficiencies and material 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

July 30, 2012



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 MoodZerporation (the “Company”) on Form 10-Q for theipe ended June 30, 2012 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Raymond W. Mgizl, Jr., President and Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to Se806 of the Sarbanes-Oxley Act of
2002, that to the best of my knowledge:

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

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

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

July 30, 2012



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 MoodZerporation (the “Company”) on Form 10-Q for theipe ended June 30, 2012 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Linda S. Hylexecutive Vice President and Chief
Financial Officer of the Company, certify, pursuémtl8 U.S.C. § 1350, as adopted pursuant to $e806 of the Sarbanes-Oxley Act of
2002, that to the best of my knowledge:

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

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

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

July 30, 201:



