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ltem 1. Financial Statements

PART I. FINANCIAL INFORMATION

MOODY'S CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

Revenue

Expense!
Operating, selling, general and administra
Depreciation and amortizatic

Total expense
Operating incom:
Interest and other n-operating expense, n

Income before provision for income ta
Provision for income taxe

Net income
Earnings per shal
Basic
Diluted

Weighted average shares outstant
Basic

Diluted

The accompanying notes are an integral part ofdimelensed consolidated financial statements.

Three Months

Six Months Ended

Ended June 30. June 30,
2005 2004 2005 2004

(Amounts in millions, except per share data)
446.¢ $ 357.¢ $ 837.: $ 688.¢
185.: 149.¢ 354.5 289.¢
8.7 8.7 17.Z 17.C
194.( 158.] 372.( 306.4
252.¢ 199.f 465.1 382.¢
(3.9) (6.4) (9.2) (11.4)
248.¢ 193.1 456.2 371.(C
103.t 89.€ 192.] 164.(
145. $ 103.t $ 264.] $ 207.(
0.4¢ $ 0.3 $ 0.8¢ $  0.6¢
0.47 $ 0.3¢ $ 0.8¢ $ 0.6¢
300.4 297.¢ 299.5 298.(
307.7 304.: 306.¢ 304.4
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MOODY'S CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

June 30, December 31,
2005 2004
(Amounts in millions,
except share and
per share data)

ASSETS

Current asset:
Cash and cash equivale $ 930.¢ $ 606.]
Accounts receivable, net of allowances of $13.2005 and $14.6 in 20(C 379.4 371.7
Other current asse 60.5 58.1
Total current asse 1,370." 1,035.¢
Property and equipment, r 45.7 45.Z
Prepaid pension cos 58.C 59.7
Goodwill 131.7 131.7
Intangible assets, n 67.4 70.7
Other asset 50.¢ 46.1
Total asset $ 1,724.: $ 1,389.:

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:

Notes payabl $ 300.( $ 300.(
Accounts payable and accrued liabilit 251.7 283.¢
Deferred revenu 291t 266.7
Total current liabilities 843.2 850.f
Non-current portion of deferred reven 62.€ 54.4
Other liabilities 176.4 166.¢
Total liabilities 1,082.; 1,071.¢

Contingencies (Note ¢
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s8ares authorized; no shares

issued — —
Series common stock, par value $.01 per sharef@@00 shares authorized; no sh

issued — —
Common stock, par value $.01 per share; 1,000,00G0ares authorized;

342,902,272 shares issued at June 30, 2005 andribec81, 200« 34 34
Capital surplu 198.¢ 142.%
Retained earning 1,175t 939.c
Treasury stock, at cost; 42,022,642 and 45,078Bafes of common stock at June

2005 and December 31, 2004, respecti (737.9 (777.2)
Accumulated other comprehensive incc 2.2 9.7

Total shareholde’ equity 642.] 317.t
Total liabilities and sharehold¢ equity $ 1,724 $ 1,389.:

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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MOODY'S CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Six Months Ended
June 30,

2005 2004
(Amounts in millions)

Cash flows from operating activitir

Net income $ 264.1 $ 207.(
Reconciliation of net income to net cash providgperating activities
Depreciation and amortizatic 17.c 17.C
Stocl-based compensation expel 29.2 12.4
Tax benefits from exercise of stock optic 33.¢ 27.1
Changes in assets and liabiliti
Accounts receivabl (9.6) (24.7)
Other current asse (0.9 (1.9
Prepaid pension cos 1.7 0.3
Other asset (6.5 26.C
Accounts payable and accrued liabilit (27.7) (32.6€)
Deferred revenu 33.7 40.C
Other liabilities 10.2 (38.5
Net cash provided by operating activit 345.¢ 233.2
Cash flows from investing activitie
Capital addition: (11.9) (11.9
Purchases of marketable securi (13.0 (12.0
Sales of marketable securiti 9.1 8.3
Net cash used in connection with investments iiatts (3.9 (3.7
Net cash used in investing activit| (19.9 (18.2)
Cash flows from financing activitie
Proceeds from stock pla 52.t 57.2
Cost of treasury shares repurcha (19.2) (186.2)
Payment of dividend (27.8) (22.9)
Payments under capital lease obligati (0.6) (0.6)
Net cash provided by (used in) financing activi 4.¢ (152.0
Effect of exchange rate changes on cash and casvadnts 6.3) 0.2
Increase in cash and cash equival 324.5 63.2
Cash and cash equivalents, beginning of the pi 606.1 269.1
Cash and cash equivalents, end of the pe $ 930.¢ $ 332.%

The accompanying notes are an integral part ofdimelensed consolidated financial statements.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Moody’s Corporation (“Moody’s” or the “Compgf) is a provider of (i) credit ratings, researaidaanalysis covering fixed income
securities, other debt instruments and the entitiasissue such instruments in the global capitalkets, and (ii) quantitative credit
assessment services, credit training services ittt processing software to banks and other fiigdirstitutions. Moody's operates in two
reportable segments: Moody'’s Investors ServiceMaddy’s KMV. Moody'’s Investors Service publishesimg opinions on a broad range of
credit obligations issued in domestic and inteoral markets, including various corporate and gavental obligations, structured finance
securities and commercial paper programs, as wehltng opinions on issuers of credit obligatidhslso publishes investor-oriented credit
research, including in-depth research on major @shrers, industry studies, special comments agditaspinion handbooks. The Moody’s
KMV business develops and distributes quantitatieglit risk assessment services and credit proggssiftware for banks and investors in
credit-sensitive assets.

The Company operated as part of The Dun &&raet Corporation (“Old D&B”) until September MO0 (the “Distribution Date”),
when Old D&B separated into two publicly traded gamies — Moody’s Corporation and The New D&B Cogimn (“New D&B”). At that
time, Old D&B distributed to its shareholders sisané New D&B stock. New D&B comprised the busines©ld D&B’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management seraitg was renamed “Moody’s Corporation”. The methpdavhich Old D&B distributed to
its shareholders its shares of New D&B stock iemafter referred to as the “2000 Distribution”.

For purposes of governing certain ongoingtiehships between the Company and New D&B after2®00 Distribution and to provide
for an orderly transition, the Company and New Dé&fered into various agreements including a Digtitim Agreement (the “2000
Distribution Agreement”), Tax Allocation Agreemettnployee Benefits Agreement, Shared Transactiovics Agreement, Insurance and
Risk Management Services Agreement, Data Servigeseinent and Transition Services Agreement.

These interim financial statements have lpgepared in accordance with the instructions tanFd8-Q and should be read in conjunction
with the Company’s consolidated financial stateraamtd related notes in the Company’s 2004 annpattren Form 10-K filed with the
Securities and Exchange Commission on March 8, .ZDi0& results of interim periods are not necessardicative of results for the full year
or any subsequent period. In the opinion of managenall adjustments (consisting of normal recgridiccruals) considered necessary for a
fair presentation of financial position, resultsoplerations and cash flows at the dates and fgoehieds presented have been included.
Included in other current assets are short terrastments of $13.9 million and $7.3 million at J@@ 2005 and December 31, 2004,
respectively. Included in accounts payable andusctliabilities are prepaid fees received in adeasfche issuance or monitoring of a rating.
Such amounts were $8.8 million and $13.3 milliodute 30, 2005 and December 31, 2004, respecti@elyain prior year amounts have
been reclassified to conform to the current yeas@ntation.

In February 2005, Moody’s Board of Directdeslared a two-for-one stock split to be effected @pecial stock distribution of one share
of common stock for each share of the Company’snecomstock outstanding, subject to stockholder aggrof a charter amendment to
increase the Company’s authorized common shares4fi® million shares to 1 billion shares. At thenf@any’s Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaiment. As a result, stockholders of record as@fctose of business on May 4, 2005
received one additional share of common stock dcheshare of the Company’s common stock held ardéite. Such additional shares were
distributed on May 18, 2005. All prior period shared option information have been restated to ceftee stock split.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

2. STOCK-BASED COMPENSATION

On January 1, 2003, the Company adopted,pyospective basis, the fair value method of actiogrior stockbased compensation unc
Statement of Financial Accounting Standards (“SPAS$S. 123. Therefore, employee stock awards gramteand after January 1, 2003 are
being expensed by the Company over the vestinggéor sooner if employees are at or near retir¢érlégibility) based on the estimated {
value of the award on the date of grant. In addjtghares issued to participants in the Compangjd@yee stock purchase plan are being
expensed by the Company based on the discounttfremrmarket price received by the participants.

The condensed consolidated statements oatipes include préax compensation expense of $12.3 million and $g#l®on for the thre:
and six month periods ended June 30, 2005, respictand $7.2 million and $12.4 million for ther¢le and six month periods ended Jun:
2004, respectively, related to stock awards graatetistock issued under the employee stock purgiasesince January 1, 2003. The 2005
amount includes approximately $9.1 million pre-tagorded in the first quarter of 2005 relatinghe &ccelerated expensing of equity grants
for employees who are at or near retirement eligfkas defined in the related Company stock pldie 2005 and 2004 expense is less than
that which would have been recognized if the falue method had been applied to all awards sireerilginal effective date of
SFAS No. 123 rather than being applied prospegtivgéhd the Company determined such stock-based easagion expense using the fair
value method provisions of SFAS No. 123 sinceiitginal effective date, Moody’s net income and @ags per share would have been
reduced to the pro forma amounts shown below. Tadggma amounts for the six months ended Jun@Q@5 include the effect of the
$9.1 million charge discussed above.

Three Months Six Months
Ended June 30 Ended June 30
2005 2004 2005 2004
(In millions, except (In millions, except
per share data) per share data)
Net income!
As reportec $ 145« $ 103: $ 264.1 $ 207.(
Add: Stock-based compensation expense includegpiorted net income,
net of tax 7.7 4.4 17.7 7.t
Deduct: Stock-based compensation expense determirdEt the fair
value method, net of te (8.9 (7.6) (20.6) (13.9
Pro forma net incom $ 144.: $ 100.c $ 261.C $ 200.¢

Basic earnings per shal

As reportec $ 0.4¢ $ 0.3t $ 0.8¢ $ 0.6¢

Pro forma $ 0.4¢ $ 034 $ 087 $ 0.67
Diluted earnings per shar

As reportec $ 047 $ 034 $ 08¢ $ 0.6

Pro forma $ 047 $ 03¢ $ 0.8t $ 0.67

The pro forma disclosures shown above areapresentative of the effects on net income amdiregs per share in future years.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

The fair value of stock options used to cotaghe pro forma net income and earnings per shiacdosures is the estimated present value
at grant date using the Black-Scholes option-pgicirodel. The following weighted average assumptiwae used for options granted during
the three and six months ended June 30, 2005 & 20

Three Months Six Months

Ended June 30 Ended June 30

2005 2004 2005 2004
Expected dividend yiel 0.54% 0.46% 0.52% 0.4%
Expected stock volatilit 23% 3% 23% 30%
Risk-free interest rat 42% 2.9¢% 4.0% 3.22%
Expected holding perio 6 yrs 5yre 6 yre 5 yre

The estimated weighted average fair valugl@ddy’s options granted during the six months endige 30, 2005 and 2004 was $12.50
and $9.98, respectively. The estimated weightedageefair value of Moody’s options granted durihg three months ended June 30, 2005
and 2004 was $12.29 and $10.70, respectively.

At the Distribution Date, all unexercised @&B stock options were converted into separatelgreisable options of Moody’s and New
D&B. The 2000 Distribution Agreement provided tHat, subsequent exercises of those options, theliss the stock rather than the
employer would be entitled to the related tax déidauc Accordingly, from the Distribution Date thrglu the 2002 tax year, Moody’s claimed
tax deductions when employees of New D&B exercldeddy’s stock options.

Beginning with stock option exercises in 200®ody’s has changed its tax deductions to confrian IRS ruling, which clarified that
the employer should take the tax deduction foraypéixercises rather than the issuer. The 2000iRision Agreement entitles Moody’s to
reimbursement from New D&B for the resulting logshe issuer-based tax deductions. Accordingly, ¥oe has reflected a receivable from
New D&B within other current assets on the conddrmsolidated balance sheets in the amount o63aflion and $23.3 million &

June 30, 2005 and December 31, 2004, respectiVbig.accounting had no impact on the results ofammns. The condensed consolidated
statement of cash flows for the six months ende@ B0, 2004 has been reclassified to reflect thainent.

In December 2004, the Financial Accountingngiards Board (“FASB”) issued SFAS No. 123 (Revi2@d4) “Share-Based
Payment” ("SFAS No. 123R"). Under this pronounceimenompanies are required to record compensatiperese for all share-based
payment award transactions granted to employessgdhan the fair value of the equity instrumentattime of grant. This includes shares
issued under employee stock purchase plans, sfiimns, restricted stock and stock appreciatiohtdgSFAS No. 123R eliminates the abi
to account for share-based compensation transaaiiging APB Opinion No. 25, “Accounting for Stodslied to Employees”, which had
been allowed in SFAS No. 123 as originally issuadApril 2005, the Securities and Exchange Comnis$fSEC”) allowed public
companies to delay the implementation of SFAS 1288 the first annual period beginning after Jd% 2005. The Company plans to
implement this standard effective January 1, 28&g&ause the Company adopted the fair value metradspons of SFAS No. 123
prospectively beginning on January 1, 2003, it dosdelieve that the impact of adoption will betenel to its condensed consolidated
results of operations or financial position. Ther@any currently is assessing the impact of the tmlopn the classification of tax benefits
from exercise of stock options between operatirdyfarancing activities on the consolidated statehoércash flows. However, Moody’s
currently anticipates that its 2006 stock compeaasaxpense will be higher than its 2005 expemnmspart because the Company has been
phasing in the expensing of annual stock awardtg@mmencing in 2003 over the current four-yeaclsplan vesting period.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

3. RECONCILIATION OF WEIGHTED AVERAGE SHARES OUTSTANDI NG

Below is a reconciliation of basic sharesstartding to diluted shares outstanding (in milljons

Three Months Six Months
Ended June 30 Ended June 30
2005 2004 2005 2004
Basic 300.4 297.¢ 299.7 298.(
Dilutive effect of shares issuable under s-based compensation pla 7.3 6.5 7.2 6.4
Diluted 307.% 304.: 306.¢ 304.4

Options to purchase 0.3 million common shéweshe three and six month periods ended Jun@@T5 and 0.1 million and 3.0 million
common shares, respectively, for the three andsirtth periods ended June 30, 2004 were outstadingere not included in the
computation of diluted weighted average sharegandiéng because they were antidilutive.

4. ACQUISITIONS

In December 2001, the Company increasedvisstment in Korea Investors Service (“KIS”) totjoser 50%, at a cost of $9.6 million
with a contingent payment based on KIS net incooneHfe three-year period ended December 31, 200€ $8.9 million contingent payment,
which was reflected in goodwill and accrued liglgb as of December 31, 2004, was paid in the skqoarter of 2005 and is reflected in the
Condensed Consolidated Statement of Cash Flowtedagix months ended June 30, 2005.

5. GOODWILL AND OTHER INTANGIBLE ASSETS

The following table summarizes the activitygoodwill for the periods indicated (in millions):

Six Months Ended June 30, 200 Year Ended December 31, 200

Moody’s Moody’s

Investors Moody’s Investors Moody’s

Service KMV Consolidated Service KMV Consolidated
Beginning balanc $ 7€ $ 124.1 $ 131.7 $ 23 $ 124.] $ 126.¢
Additions — — — 4.¢ — 4.¢
Other — — — 0.4 — 0.4
Ending balanc $ 7.€ $ 124.] $ 131.% $ 7.€ $ 124.] $ 131.%
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

The following table summarizes intangibleedssat the dates indicated (in millions):

June 30, December 31,
2005 2004
Customer lists (11.3 year original weighted averidgg $ 58.C $ 58.C
Accumulated amortizatio (18.9) (15.9
Net customer list 39.4 42.1
Other amortizable intangible assets (5.6 year maigiveighted average lifi 8.2 8.2
Accumulated amortizatio (5.7) (5.7
Net other amortizable intangible ass 2.5 3.1
Total amortizable intangible ass: 41.¢ 45.2
Indefinite-lived intangible assets (MKMV trade secre 25.5 25.5
Total intangible asse $ 67.4 $ 70.7

Amortization expense for the six month pesietdded June 30, 2005 and 2004 was $3.3 millior$ar&million, respectively.
Estimated future amortization expense faangible assets subject to amortization is as fdl@w millions):

Year Ending December 31

2005 (after June 3( $ 3.2
2006 6.2
2007 5.t
2008 4k
2009 4.2
Thereaftel 18.%

6. PENSION AND OTHER POST-RETIREMENT BENEFITS

Moody’s maintains both funded and unfundedaomtributory defined benefit pension plans in varscibstantially all U.S. employees of
the Company are eligible to participate. The plamide defined benefits using a cash balance ftaiased on years of service and career
average salary.

The Company also provides certain healthaatklife insurance benefits for retired U.S. empksy. The post-retirement healthcare plans
are contributory with participants’ contributiondjasted annually; the life insurance plans are natributory. The accounting for the
healthcare plans anticipates future cost-sharimg@és to the written plans that are consistent thghCompany’s expressed intent to fix its
share of costs and require retirees to pay fdualre increases in plan costs in excess of theuatmaf the per person company contributiol
the year 2005.

Moody’s funded and unfunded pension plare pist-retirement healthcare plans and the pasemegnt life insurance plans described in
the preceding two paragraphs are collectively reteto herein as the “Post-Retirement Plans”. Effeat the Distribution Date, Moody’s
assumed responsibility for pension and other patstement benefits relating to its active emplsyédew D&B has assumed responsibility
the Company'’s retirees and vested terminated erapkgs of the Distribution Date.

In May 2004, the FASB issued FASB Staff Hori(“"FSP”) No. FAS 106-2, “Accounting and DisclaslRequirements Related to the
Medicare Prescription Drug, Improvement and Modaation Act of
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MOODY'S CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

2003” (the “Act”). The Act provides new governmeatbsidies for companies that provide prescriptiamgdenefits to retirees. In January
2005, the Centers for Medicare and Medicaid Sesvieblished final regulations implementing majavyisions of the Act resulting in a
reduction of approximately $0.8 million to the Caang’s accumulated post-retirement benefit obligatithe adoption of FSP 106-2 and the
final regulations had no significant effects on @ampany’s net periodic post-retirement expensé¢hfersix months ended June 30, 2005.

Following are the components of net periakpense related to the Post-Retirement Plans éathtiee and six months ended June 30,

2005 and 2004 (in millions):

Pension Plans
Three Months Ended Three Months Ended
June 30, 200¢ June 30, 200¢
Components of net
periodic expense
Service cos $ 2.4 $ 2.0
Interest cos 1t 14
Expected return on plan
assets (2.0 (2.0
Amortization of net
actuarial loss from
earlier period: 0.7 0.3
Amortization of
unrecognized prior
service cost 0.1 —
Net periodic expens $ 2.7 $ 1.7
Pension Plans
Six Months Ended Six Months Ended
June 30, 200¢ June 30, 200¢
Components of net
periodic expense
Service cos $ 5.C $ 4.1
Interest cos 3.1 2.€
Expected return on plan
assets 4.7 (4.0
Amortization of net
actuarial loss from
earlier period: 1.3 0.7
Amortization of
unrecognized prior
service cost 0.2 0.1
Net periodic expens $ 5.5 $ 3.5

Other Pos-Retirement Plans

Three Months Ended Three Months Ended

June 30, 200¢ June 30, 200«
$ 0.1 $ 0.1
0.1 0.1
$ 0.2 $ 0.2

Other Posi-Retirement Plans
Six Months Ended Six Months Ended

June 30, 200 June 30, 200¢

$ 0.2 $ 0.3
0.2 0.2

$ 0.E $ 0.5

The Company made $0.2 million and $0.1 millad contributions to its other post-retirement@as of June 30, 2005 and 2004,

respectively. No significant contributions to pemsplans were made during the six month periode@ddne 30, 2005 and 2004. The
Company presently anticipates contributing $6.6iomlto pension plans and $0.1 million to its otpest-retirement plans during the

remainder of 2005.
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MOODY'S CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Subsequent to June 30, 2005, the Companyeritird additional pension expense of approxima&ly million in the third quarter of
2005. The expense relates to the settlement ohfumded pension obligation associated with thetieleof a lump sum payment of pension
benefits.

7. INDEBTEDNESS

On October 3, 2000 the Company issued $3U®dmof notes payable (the “Notes”) in a privatagement. The Notes have a five-year
term and bear interest at an annual rate of 7.@H#able semi-annually. In the event that Moodygspall or part of the Notes in advance of
their maturity (the “prepaid principal”), such peggnent will be subject to a penalty calculated Hasethe excess, if any, of the discounted
value of the remaining scheduled payments, aselfimthe agreement, over the prepaid principallukte 30, 2005 and December 31, 2004,
the Notes have been classified as current liadslisince they mature in September 2005. Managementhe process of evaluating
refinancing and repayment alternatives for the Bldigterest paid under the Notes was $11.4 mifilwreach of the six month periods ended
June 30, 2005 and 2004.

On September 1, 2004, Moody’s entered iffteeayear senior, unsecured bank revolving crealiflity (the “Facility”) in an aggregate
principal amount of $160 million that expires inpBaEmber 2009. The Facility replaced the $80 mileyear facility that was scheduled to
expire in September 2005 and the $80 million 364 fdaility that expired in September 2004. Intem@stborrowings under the Facility is
payable at rates that are based on the LondorBiatérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésdrto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. AeJ80, 2005, such premium was 17 basis points Cimepany also pays quarterly facility
fees, regardless of borrowing activity under theilfg. The quarterly fees can range from 8 basisfs of the Facility amount to 15 basis
points, depending on the Company’s Earnings CoeeRajio, and were 8 basis points at June 30, 2008er the Facility, the Company also
pays a utilization fee of 12.5 basis points on é®aings outstanding when the aggregate amount owalistg under the Facility exceeds 50%
the Facility. No interest was paid under the féieti for the three and six month periods ended 30n2005 and 2004 as no borrowings were
outstanding during those periods.

The Notes and the Facility (the “Agreementsiytain covenants that, among other things, céghe ability of the Company and its
subsidiaries, without the approval of the lend&rgngage in mergers, consolidations, asset sed@sactions with affiliates and sale-
leaseback transactions or to incur liens, as defim¢he related agreements. The Agreements als@icdinancial covenants that, among
other things, require the Company to maintain ar@st coverage ratio, as defined in the relatedemgents, of not less than 3 to 1 for any
period of four consecutive fiscal quarters, andeamings Coverage Ratio, as defined in the relaggdements, of not more than 4 to 1 at the
end of any fiscal quarter. At June 30, 2005, then@any was in compliance with such covenants. Uperotcurrence of certain financial or
economic events, significant corporate events daiteother events constituting an event of defantter the Agreements, all loans
outstanding under the Agreements (including accinilest and fees payable thereunder) may beréedimmediately due and payable and
all commitments under the Agreements may be teneihdn addition, certain other events of defanlder the Agreements would
automatically result in amounts outstanding becgnmimmediately due and payable and all commitmeeisgterminated.

Moody'’s total interest expense was $5.8 millior the three months ended June 30, 2005 andl 20@ $11.5 million for each of the six
month periods ended June 30, 2005 and 2004. Tdtakst income on cash and cash equivalents wasréion and $1.1 million for the
three months ended June 30, 2005 and 2004, resglgcand $10.7 million and $2.2 million for thexshonths ended June 30, 2005 and 2
respectively.

8. CONTINGENCIES
From time to time, Moody'’s is involved in Bdgand tax proceedings, claims and litigation #ratincidental to the Company’s business,
including claims based on ratings assigned by Mmdyoody'’s is also
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subject to ongoing tax audits in the normal cowmfdeusiness. Management periodically assessesdhmp@ny’s liabilities and contingencies
in connection with these matters based upon tlesti@formation available. For those matters wiitsgeboth probable that a liability has bt
incurred and the probable amount of loss can bsorebly estimated, the Company believes it hagdedoappropriate reserves in the
condensed consolidated financial statements anddieally adjusts these reserves as appropriatether instances, because of the
uncertainties related to both the probable outcantbamount or range of loss, management is unalni@ke a reasonable estimate of a
liability, if any. As additional information becorma@vailable, the Company adjusts its assessmedtssdimates of such liabilities according

As a result of a recently completed tax abgifapanese taxing authorities, operating, seljegeral and administrative expenses for the
quarter included a charge of $9.4 million for tleétlement of sales tax matters related to Moodpsrations in Japan from 2000 through
June 30, 2005.

Based on its review of the latest informatimailable, in the opinion of management, the wtieriability of the Company in connection
with pending legal and tax proceedings, claimslaiggtion will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

On May 11, 2005, Moody’s received a subpdesra the New York Attorney General’s Office seekithgcuments and other information
regarding (i) securities offerings Moody’s ratedsought to rate that were backed by jumbo mortg&ges prime borrowers and (i) credit
enhancement evaluations, during the period of 30n@000 through June 30, 2003. The subpoena @t slocuments and other informa
regarding Moody'’s credit policies and procedureseiJanuary 1, 1999.

On July 13, 2005, Moody’s received a subpdemra the New York Attorney General's Office seakidocuments and other information
regarding (i) Moody'’s ratings of the financial stgth and subordinated debt of reinsurance companiggii) Moody’s policies and practices
for rating the financial strength and subordinatefit of reinsurance companies, including ratings were unsolicited or in which the issuer
did not participate in the rating process, durimg period since January 1, 1997.

Moody'’s is currently responding to these exja and intends to continue cooperating with tee Mork Attorney General’s Office
inquiries. Moody’s cannot predict the outcome @& inquiries or any effect they may have on Mosdiyiancial position, results of
operations, or cash flows.

Legacy Contingencie

Moody’s also has exposure to certain potéhidibilities assumed in connection with the 2008tBbution. These contingencies are
referred to by Moody’s as “Legacy Contingencies”.

Information Resources, Inc

The following is a description of an antitriesvsuit filed in 1996 by Information Resources;.I(“IRI”). As more fully described below,
VNU N.V., a publicly traded Dutch company, andUtsS. subsidiaries, VNU, Inc., ACNielsen Corporat{tACNielsen”), AC Nielsen (US),
Inc. (“ACN (US)"), and Nielsen Media Research, If®NMR”) (collectively, the “VNU Parties”), have aamed exclusive joint and several
liability for any judgment or settlement of thistéiust lawsuit. As a result of the indemnity olatgpn, Moodys does not have any exposur
a judgment or settlement of this lawsuit unless\ihig) Parties default on their obligations. Howevarthe event of such a default,
contractual commitments undertaken by Moody’s inngztion with various corporate reorganizationseih996 would require the Company
to bear a portion of any amount not paid by the IRAUties. Moreover, as described below, on FebrliaP905, the U.S. District Court for
the Southern District of New York entered a finadlgment against IRI dismissing IRI's claims witlejodice and on the merits. On
February 2, 2005, the
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Court entered IRI's notice of appeal to the SedBirduit. The parties have briefed the matter betbeeCourt of Appeals for the Second
Circuit, but a date for oral argument has not yerbset by the Court.

In July 1996, IRI filed a complaint, subseqilygamended in 1997, in the U.S. District Courttfee Southern District of New York,
naming as defendants the corporation then knowlhasDun & Bradstreet Corporation (now known as Rddnnelley), A.C. Nielsen
Company (a subsidiary of ACNielsen) and IMS Int¢ioreal, Inc. (a subsidiary of the company then kn@g Cognizant). At the time of the
filing of the complaint, each of the other defendamas a subsidiary of the company then known &sDOlUm & Bradstreet Corporation.

The amended complaint alleges various viofatiof United States antitrust laws under Sectioasd 2 of the Sherman Act. The amended
complaint also alleges a claim of tortious intezfare with a contract and a claim of tortious irgerfice with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleged SRG violated an
alleged agreement with IRl when it agreed to baised by defendants and that defendants induced t8R@ach that agreement.

IRI's antitrust claims allege that defendaaeseloped and implemented a plan to undermines&bility to compete within the United
States and foreign markets in North America, Latmerica, Asia, Europe and Australia/ New Zealandulgh a series of anti-competitive
practices, including: unlawfully tying/bundling séres in the markets in which defendants allegédlg monopoly power with services in
markets in which ACNielsen competed with IRI; eimigrinto exclusionary contracts with retailers ertain countries to deny IRI's access to
sales data necessary to provide retail trackingices or to artificially raise the cost of that @apredatory pricing; acquiring foreign market
competitors with the intent of impeding IRI’s effeto expand; disparaging IRI to financial analygsid clients; and denying IRI access to
capital necessary for it to compete.

IRI claims damage in excess of $650 milliwhjch IRI also asked to be trebled. IRI has fileithvthe Court the report of its expert who
has opined that IRI suffered damages of betweeg $5Bion and $652 million from the defendants’eged practices. IRI also sought
punitive damages in an unspecified amount.

On June 21, 2004, pursuant to a stipulatetaeen IRl and defendants, the Court ordered #rdaio of IRI's claims be dismissed with
prejudice from the lawsuit, including the claimatklefendants tortiously interfered with the SRGuasition. The Company believes that the
dismissal of the tortious interference claims gdsecludes any claim for punitive damages.

On December 3, 2004, the Court entered Imén®rder No. 1, which bars IRI from “arguing tiNielsen’s pricing practices or discounts
were illegal or anti-competitive unless it can prdkiey involved prices below short-run averagealde cost, calculated without the inclusion
of Nielsen’s ‘Fixed Operations’ costs”. On Decemb@r 2004, IRI issued a press release, which saiélévant part, “Without this evidence,
IRI believes that little would be left of IRI's caso take to trial”. IRl asked the Court to entdinal judgment against it, so that it could take
an immediate appeal to the Court of Appeals forSbeond Circuit. Defendants did not object to thguest. On February 1, 2005 the Court
entered a final judgment dismissing IRI's claimshaprejudice and on February 2, 2005, the CousrentIRI’s notice of appeal to the Seci
Circuit. The parties have briefed the matter betbeeCourt of Appeals for the Second Circuit, bdiate for oral argument has not yet beel
by the Court.

In connection with the 1996 Distribution, NMfRen known as Cognizant Corporation), ACNielsed R.H. Donnelley Corporation
(“Donnelley”) (then known as The Dun & Bradstreetr@oration) entered into an Indemnity and Jointddeke Agreement (the “Original
Indemnity and Joint Defense Agreement”), pursuanthich they agreed to:

« allocate potential liabilities that may relate aoise out of or result from the IRI lawsu“IRI Liabilities”); and
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« conduct a joint defense of such acti

In 2001, ACNielsen was acquired by VNU N.Which assumed ACNielsen’s obligations under thgi@al Indemnity and Joint Defense
Agreement.

Under the terms of the 1998 Distribution, O&IB assumed all potential liabilities of Donnelléyen known as The Dun & Bradstreet
Corporation) arising from the IRI action and agré@¢hdemnify Donnelley in connection with such gutial liabilities. Under the terms of t
2000 Distribution, New D&B undertook to be jointynd severally liable with Moody’s for Old D&B’s dghtions to Donnelley under the
1998 Distribution, including for any liabilitiesiaing under the Original Indemnity and Joint Defedgireement and arising from the IRI
action itself. However, as between New D&B and Myedit was agreed that under the 2000 Distributeach of New D&B and Moody's
will be responsible for 50% of any payments reqlit@be made to or on behalf of Donnelley with extfio the IRI action under the terms of
the 1998 Distribution, including legal fees or enpes related to the IRI action.

On July 30, 2004, the VNU Parties, Donnellpody’s, New D&B and IMS Health Incorporated (“IM$ealth”) entered into an
Amended and Restated Indemnity and Joint Defenseehgent (the “Amended Indemnity and Joint Defengee@ment”).

Pursuant to the Amended Indemnity and Joefebse Agreement, any and all IRI Liabilities inear by Donnelley, Moody’s, New D&B
or IMS Health relating to a judgment (even if nioial) or any settlement being entered into in Redction will be jointly and severally
assumed, and fully discharged, exclusively by thdMParties. Under the Amended Indemnity and JoefeBse Agreement, the VNU Pari
have agreed to, jointly and severally, indemnifynDelley, Moody’s, New D&B and IMS Health from angdagnst all IRI Liabilities to which
they become subject. As a result, the cap on AGHIEs liability for the IRI Liabilities, which wagrovided for in the Original Indemnity and
Joint Defense Agreement, no longer exists anduath $iabilities are the responsibility of the VNifies pursuant to the Amended Indemnity
and Joint Defense Agreement.

In addition, the Amended Indemnity and J@iefense Agreement provides that if it becomes rezrgdo post any bond pending an
appeal of an adverse judgment, then the VNU Pastiai obtain the bond required for the appealsrall pay the full cost of such bond.

In connection with entering into the Amendedemnity and Joint Defense Agreement, Donnellegot¥y’s, New D&B and IMS Health
agreed to amend certain covenants of the Origimdgrhnity and Joint Defense Agreement to provideaijmnal flexibility for ACNielsen
going forward. In addition, the Amended Indemnitdaloint Defense Agreement includes certain amentie the covenants of ACNielsen
(which, under the Amended Indemnity and Joint DeéeAgreement, are now also applicable to ACN (Ud)ch the Company understands
holds ACNielsen’s operating assets), which aregiesi to preserve such parties’ claims-paying ghalitd protect Donnelley, Moody’s, New
D&B and IMS Health. Among other covenants, ACNielsend ACN (US) agreed that neither they nor antheir respective subsidiaries will
incur any indebtedness to any affiliated personepkindebtedness which its payment will, afteagnpent obligation under the Amended
Indemnity and Joint Defense Agreement comes dueopbditioned on, and subordinated to, the paymedterformance of the obligations
such parties under the Amended Indemnity and Iéfénse Agreement. VNU N.V. has agreed to havipgaess agent in New York to
receive on its behalf service of any process caniegrthe Amended Indemnity and Joint Defense Agergm

As described above, the VNU Parties haverasdiexclusive responsibility for the payment ofiRll Liabilities. However, because
liability for violations of the antitrust laws isint and several and because the rights and oldigatelating to the Amended Indemnity and
Joint Defense Agreement are based on contractiagiioreships, the failure of the VNU Parties to filitheir obligations under the Amended
Indemnity and Joint Defense Agreement could réauhe other parties bearing all or a portion @& tRI Liabilities. Joint and several liability
for the IRI action means that even where more trandefendant is
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determined to have been responsible for an allegedgdoing, the plaintiff can collect all or pafttbe judgment from just one of the
defendants. This is true regardless of whateveiractual allocation of responsibility the defendaaind any other indemnifying parties may
have made, including the allocations described alb@tween the VNU Parties, Donnelley, Moody’s, N&&B and IMS Health.

Accordingly, and as a result of the allocasiof liability described above, in the event tHélY/Parties default on their obligations under
the Amended Indemnity and Joint Defense Agreensath of Moody’s and New D&B will be responsible tbe payment of 50% of the
portion of any judgment or settlement ultimatelydaay Donnelley (which is a defendant in the IRtiae), which can be as high as all the IRI
Liabilities.

The Company is unable to predict the outcofrtee IRI action (including the appeal), or thedincial condition of any of the VNU Parti
or the other defendants at the time of any sucboon¢ and hence the Company cannot estimate tikfy &b pay potential IRI Liabilities
pursuant to the Amended Indemnity and Joint Defétggeement or the amount of the judgment or setlanm the IRI action. However,
provided that the VNU Parties fulfill their obligabs under the Amended Indemnity and Joint Defdéggeement, the Company believes that
the resolution of this matter, irrespective of ticome of the IRI action, should not materiallieaf Moody'’s financial position, results of
operations and cash flows. Accordingly, no amonnmespect of this matter has been accrued in timep@ay’s condensed consolidated
financial statements. If, however, IRl were to @iéin whole or in part in this action and if Mogdys required to pay, notwithstanding such
contractual obligations, a portion of any signifitcaettlement or judgment, the outcome of this enatbuld have a material adverse effect on
Moody'’s financial position, results of operatioasd cash flows.

Legacy Tax Matter:

Old D&B and its predecessors entered intbagldax planning initiatives in the normal courgdosiness, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nommékew by tax authorities.

Pursuant to a series of agreements, as betivemselves, IMS Health and NMR are jointly andesally liable to pay one-half, and New
D&B and Moodys are jointly and severally liable to pay the othalf, of any payments for taxes, penalties andwsttinterest resulting fro
unfavorable IRS rulings on certain tax mattersescdbed in such agreements (excluding the magtseribed below as “Amortization
Expense Deductions” for which New D&B and Moodyis aolely responsible) and certain other potetdialiabilities, also as described in
such agreements, after New D&B and/or Moody’s ghgdfirst $137 million, which amount was paid imoection with the matter described
below as “Utilization of Capital Losses”.

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

Without limiting the generality of the foregg, three specific tax matters are discussed helow

Royalty Expense Deductio

During the second quarter of 2003, New D&Beiiged an Examination Report from the IRS with ez$jto a partnership transaction
entered into in 1993. In this Examination Repdrg RS stated its intention to disallow certainaiby expense deductions claimed by Old
D&B on its tax returns for the years 1993 throu@94. (the “Royalty Report”). In the first quarter 2004, New D&B received a similar
Examination Report (the “Second Royalty Reporttatiag to the first quarter of 1997.
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During the second quarter of 2003, New D&8oaleceived an Examination Report that had beerdsby the IRS to the partnership,
stating the IRS’ intention to ignore the partneps$tructure that had been established in 1993nnexction with the above transaction, and to
reallocate to Old D&B income and expense items iaatbeen reported in the partnership tax retura 996 (the “Reallocation Report”).
New D&B also received a similar Examination Refthie “Second Reallocation Report”) issued to the pastimigrwith respect to the first
quarter of 1997.

In June 2004, New D&B and the IRS conductedkediation of these issues, at which they reacHsabkes for settlement with regard to the
Royalty Report for 1995 and 1996, the ReallocaReport, and certain tax refund claims made by QdBDelated to 1995 and 1996 (the
“Preliminary Settlement”). The Preliminary Settlem&vas subject to the execution of a formal selehagreement. In addition, the IRS
reasserted its position that certain tax refundndanade by Old D&B related to 1993 and 1994 mapfiset by tax liabilities relating to the
above mentioned partnership formed in 1993. New Difdagrees with the position taken by the IRS &#3land 1994 and Moody'’s
understands that New D&B plans to file a proteshwhe IRS Appeals Office. If the protest is unsssful New D&B can either: (1) abandon
its tax refund claims; or (2) challenge the IRSml& U.S. District Court or the U.S. Court of FealeClaims. Moody’s estimates that its
exposure for the write-off of deferred tax assetated to these tax refund claims could be up tmiiéon.

As of June 30, 2004, Moody'’s had adjustedeserves for the Royalty Expense Deductions mait$42 million to reflect the Company’s
estimates of probable exposure for the Prelimiiggtflement and the other matters discussed inrteeegding paragraph. In accordance with
the 1996 Distribution Agreement, New D&B was reqdito obtain the consent of Moody'’s, IMS Health &MR as a condition to executing
the formal settlement agreement. However, New D& wnable to obtain consent from IMS Health and NiR accordingly, New D&B
and the IRS were unable to agree on the termdahzal settlement agreement by the November 1, 2ié@dlline imposed by the IRS. As a
result, the IRS withdrew the Preliminary Settlemamtl Moody’s had increased its reserves for thigena 2004 to reflect its updated
estimates of probable exposure.

As a result of continuing its dialogue wiltetIRS to settle the Royalty Report and the Reatlon Report matters, in the second quarts
2005 New D&B agreed to a basis for settlement @emtially the same terms as reached in the 2004ati@d Moody’s, IMS Health and
NMR each consented to the terms of the settlenmmehtraJuly New D&B submitted a closing agreemerth IRS for signature based ug
these terms. The Company will reevaluate its resefor the Royalty Expense Deductions at the timedRS signs the closing agreement.

The Company believes that, in accordance thighl 996 Distribution Agreement, if the IRS does sign the closing agreement, IMS
Health and NMR would be contractually responsibledy any excess amounts above the PreliminarieBett that may ultimately be owed
with respect to tax years 1995 and 1996. IMS Hdathalleged various breaches of New D&B'’s oblmaiunder the 1996 Distribution
Agreement related to New D&B’s management and gitechsettlement of this matter. If the parties werfail to resolve any dispute,
Moody’s understands that New D&B would anticipabenenencing arbitration proceedings against IMS Hieafid NMR. Based on our
current understanding of the positions which NewB&nd IMS Health may take, the Company believeslikely that New D&B should
prevail, but we cannot predict with certainty theamme.

In addition, the Second Royalty Report arelSlecond Reallocation Report, which were not dadew D&B’s preliminary settlement
with the IRS, have not been resolved. Moody’s estiz® that its share of the potential required payrtethe IRS for this matter is
$0.1 million (including penalties and interest, ared of tax benefits).
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Moody'’s estimates that its share of the pidéhability for the Royalty Expense Deductionstter could be up to $115 million, which
takes into consideration: (1) the Royalty Repond the Reallocation Reports discussed above (fachwthe Company’s share of the required
payments to the IRS could be up to $106 million|uding penalties and interest, and net of tax besheand (2) the potential write-off of
deferred tax assets (for which the Company’s exgosould be up to $9 million as discussed above)od¥’s could also be obligated for
future interest payments on its share of suchlitgbMoody’s believes that the positions takentbg IRS in the Royalty Reports and the
Reallocation Reports discussed above are inconsisith each other. While it is possible that tRSIcould ultimately prevail in whole or in
part on one of such positions noted above, Moobglgeves that it is unlikely that the IRS will paglvon both.

Amortization Expense Deductio

In April 2004, New D&B received Examinatioreports (the “April Examination Reports”) from thReS with respect to a partnership
transaction. This transaction was entered int®®i7land has resulted in amortization expense dietsobn the tax returns of Old D&B since
1997. These deductions could continue through 2mithe April Examination Reports, the IRS statsdntention to disallow the
amortization expense deductions related to thisipeship that were claimed by Old D&B on its 199id 4998 tax returns. New D&B
disagrees with the position taken by the IRS amdeither: (1) accept and pay the IRS assessm@grithélenge the assessment in U.S. Tax
Court; or (3) challenge the assessment in U.SribisEourt or the U.S. Court of Federal Claims, vehim either case payment of the disputed
amount would be required in connection with suchllelnge. IRS audits of Old D&B’s or New D&B’s tagturns for years subsequent to
1998 could result in the issuance of similar Exation Reports, in which case New D&B would alsodtiwe aforementioned three courses
of action.

Should any such payments be made by New Dé@ead to either the April Examination Reports wy @otential Examination Reports for
future years, including years subsequent to tharséipn of Moody’s from New D&B, then pursuant betterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B58% share. In addition, should New D&B discontirlegming the amortization
deductions on future tax returns, Moody’s would&guired to repay to New D&B an amount equal todiseounted value of its 50% share
of the related future tax benefits. New D&B haddpihie discounted value of 50% of the future taxdfiénfrom this transaction in cash to
Moody’s at the Distribution Date. Moody’s estimatkat the Company’s current potential exposuredbel up to $98 million (including
penalties and interest, and net of tax benefits)s €xposure could increase by approximately $8anito $6 million per year, depending on
actions that the IRS may take and on whether NevB@8&ntinues claiming the amortization deductionstemax returns.

In the April Examination Reports, the IRScasdated its intention to disallow certain royagpense deductions claimed by Old D&B on
its 1997 and 1998 tax returns with respect to tirgnership transaction. In addition, the IRS stétethtention to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedpo the partnership tax returns for
1997 and 1998. New D&B disagrees with the positiaken by the IRS and can take any of the threeseswf action described in the first
paragraph of this “Amortization Expense Deductiossttion. IRS audits of Old D&B'’s or New D&B’s tagturns for years subsequent to
1998 could result in the issuance of similar Exation Reports for the subsequent years. Shoulgacly payments be made by New D&B
related to either the April Examination Reportsany potential Examination Reports for future yetlten pursuant to the terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share of New D&B’payments to the IRS for the period from 1
through the Distribution Date. Moody'’s estimatesttits share of the potential exposure to the I&SHe potential disallowance of royalty
expense deductions could be up to $131 millionl§uiag penalties and interest, and net of tax bhes)eMoody’s also could be obligated for
future interest payments on its share of suchlitgbi
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New D&B had filed protests with the IRS Apjee@ffice regarding the April Examination Repolits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatidneofor further development of the issues. New Di8d® reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice obposed Adjustment (“Notice”) from the IRS for th899-2002 tax years which
1) disallows amortization expense deductions atet&rom the partnership to Old D&B on its 1999 &0 tax returns and to New D&B on
its 2000, 2001 and 2002 tax returns and 2) disallogrtain royalty expense deductions claimed by[@#& on its 1999 and 2000 tax returns
and by New D&B on its 2000, 2001 and 2002 tax retuMoody’s is in the process of assessing thenpiateexposure related to the Notice.
Currently, the Company does not expect that thisdsavill have a material impact on the legacy teserves and the potential future outlays
related to legacy tax matters that are discusskaviia “Summary of Moody’s Exposure to Three Legd@x Matters”.

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

Utilization of Capital Losse

The IRS has completed its review of the zatiion of certain capital losses generated by G Buring 1989 and 1990. On June 26,
2000, the IRS, as part of its audit process, issutsimal assessment with respect to the utilinatibthese capital losses.

On May 12, 2000, an amended tax return wed by Old D&B for the 1989 and 1990 tax years, chhieflected $561.6 million of tax and
interest due. Old D&B paid the IRS approximatel#$3 million of this amount on May 12, 2000; 50%sath payment was allocated to
Moody’s and had previously been accrued by the GompIMS Health informed Old D&B that it paid toethRS approximately
$212.3 million on May 17, 2000. The payments weeglento the IRS to stop further interest from acgguand on September 20, 2000, Old
Dé&B filed a petition for a refund in the U.S. Digtr Court.

In July 2004, New D&B and the IRS reachedsibfor settlement of all outstanding issues eelad this matter and in December 2004
executed a formal settlement agreement. New D&Bived two assessments on this matter during teedurarter of 2005, and expects to
receive the third and final assessment in the tpiraiter of 2005. Moody’s paid its allocated stafrthe first two assessments to New D&B
consisting of cash payments of $12.8 million ($®illion net of expected tax benefits) and the wdféof deferred tax assets of
approximately $9 million. Moody’s remaining liakiliat June 30, 2005 was approximately $0.3 millibime amounts paid by Moody’s
included its share of approximately $4 million thddody’s and New D&B believe should have been fi3idMS Health and NMR, but were
not paid by them due to their disagreement withousr aspects of New D&B’s calculation of their resfive shares of the payments. If New
D&B fails to resolve this dispute with IMS HealthddNMR, Moody’s understands that New D&B anticigat®emmencing arbitration
proceedings against them. Moody’s believes that B&B should prevail in its position, but the Comparannot predict with certainty the
outcome. In the first quarter of 2005, Moody'’s lacteased its reserves by $2.7 million due to dissagreement.

Summary of Mooc('s Exposure to Three Legacy Tax Mati

The Company considers from time to time #rege and probability of potential outcomes relatethe three legacy tax matters discussed
above and establishes reserves that it believespprepriate in light of the relevant facts anadginstances. In doing so, Moody’s makes
estimates and judgments as to future events arditom s and evaluates its estimates and judgmengnangoing basis.
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In the first quarter of 2005, the Companyoreded $2.7 million of additional reserves relatitnghe Utilization of Capital Losses matter
described above. For the first six months the Campeas recorded $3.0 million of interest expentsted to its legacy tax reserves. At
June 30, 2005, Moody'’s total net legacy tax resewere $133 million (consisting of $149 milliontak liabilities, partially offset by the
expected utilization of $16 million of deferred tassets). The $133 million of expected cash paysneorisists of $46 million of current
liabilities (reflecting the estimated cash paymestated to the Royalty Expense Deductions andzdtibn of Capital Losses matters that are
expected to be made over the next twelve montta &8 million of non-current liabilities.

It is possible that the legacy tax mattensl@¢de resolved in amounts that are greater thamtmounts reserved by the Company, which
could result in additional charges that may be nedteo Moody'’s future reported results, finangmasition and cash flows. Although Moody’
does not believe it is likely that the Company witimately be required to pay the full amountssamly being sought by the IRS, potential
future outlays resulting from these matters codib much as $345 million and could increase witk fis described above. In matters wi
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody'’s believes that uléilpdtis unlikely that the IRS would retain suchpldicative payments.

9. COMPREHENSIVE INCOME

Total comprehensive income was as follows:

Three Months Six Months
Ended June 30 Ended June 30
2005 2004 2005 2004

(In millions) (In millions)
Net income $ 145. $ 103t $ 264.1 $ 207.C
Other comprehensive lo— foreign currency translation adjustme (5.9 (1.6) (7.5 (0.9
Other comprehensive lo— additional minimum pension liabilit — (0.3 — 0.9
Total comprehensive incon $ 139.¢ $ 101.¢ $ 256.¢ $ 205.¢

10. SEGMENT INFORMATION

Moody'’s operates in two reportable segmevitsody’s Investors Service and Moody’s KMV. The Caang reports segment information
in accordance with SFAS No. 131, “Disclosures al®agments of an Enterprise and Related Informati®RAS No. 131 defines operating
segments as components of an enterprise for wbjgarate financial information is available thagvsluated regularly by the chief operating
decision-maker in deciding how to allocate resosiianed in assessing performance.

Moody’s Investors Service consists of foum@groups — structured finance, corporate finafioancial institutions and sovereign risk,
and public finance — that generate revenue pritigifi@m the assignment of credit ratings on issusnd issues of fixed-income obligations
in the debt markets, and research, which primgelyerates revenue from the sale of investor-oriecitedit research, principally produced by
the rating groups. Given the dominance of Moodwgigektors Service to Moody's overall results, thenpany does not separately measure or
report corporate expenses, nor are they allocatdftetCompany’s business segments. Accordinglgcafiorate expenses are included in
operating income of the Moody’s Investors Serviegmsent and none have been allocated to the Mo#&dy\é segment.

Moody’s KMV develops and distributes quaritita credit assessment services for banks andtiongeis credit-sensitive assets and credit
processing software. Assets used solely by Moodi&/ are separately
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

disclosed within that segment. All other Compamsess including corporate assets, are reportedra®pMoody’s Investors Service.
Revenue by geographic area is generally basededio¢htion of the customer. Inter-segment salegnaignificant and no single customer

accounted for 10% or more of total revenue.

Below are financial information by segmenaddy’s Investors Service revenue by business mditcansolidated revenue information by
geographic area, each for the three and six magribgs ended June 30, 2005 and 2004, and totakdsseegment as of June 30, 2005 and
December 31, 2004 (in millions). Certain prior yaarounts have been reclassified to conform to tineent presentation.

Financial Information by Segment

Three Months Ended June 30, 200

Three Months Ended June 30, 200

Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $ 416.C $ 30.€ $ 446.¢ $ 326. $ 31.: $ 357.¢
Operating, selling, general and administrative
expense: 158.¢ 26.4 185.: 125. 24.C 149.¢
Depreciation and amortizatic 4.€ 4.1 8.7 4.€ 4.1 8.7
Operating incom: 252.% 0.1 252.¢ 196.: 3.2 199.t
Interest and other non-operating expense,
net (3.9 (6.9
Income before provision for income tay 248.¢ 193.1
Provision for income taxe 103.t 89.€
Net income $ 145. $ 103.t

Six Months Ended June 30, 200

Six Months Ended June 30, 200

Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Revenue $ 775. $ 61.¢ $ 837.: $ 629.7 $ 59.1 $ 688.¢
Operating, selling, general and administrative
expense: 304.2 50.t 354.7 241.¢ 47.t 289.¢
Depreciation and amortizatic 9.C 8.3 17.2 8.7 8.3 17.C
Operating incom: 462.2 3.1 465.: 379.1 3.8 382.¢
Interest and other non-operating expense,
net 9.7 (11.9
Income before provision for income tay 456.2 371.(C
Provision for income taxe 192.] 164.(
Net income $ 264.1 $ 207.(
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Moody'’s Investors Service Revenue by Business Unit

Three Months Six Months
Ended June 30. Ended June 30.
2005 2004 2005 2004
Ratings revenue
Structured financ $ 192. $ 135.( $ 330.¢ $ 251.(
Corporate financ 79.1 75.2 159.¢ 148.t
Financial institutions and sovereign r 65.€ 51.¢ 131.: 104.:
Public finance 26.2 21.¢ 49.4 42.C
Total ratings revenu 363.< 283.¢ 671.C 545.¢
Research revent 52.¢ 422 104 .¢ 83.¢
Total Moody's Investors Servic $ 416.C $ 326.2 $ 775. $ 629.5
Consolidated Revenue Information by Geographic Area
Three Months Six Months
Ended June 30, Ended June 30,
2005 2004 2005 2004
United State: $ 281.¢ $ 231.( $ 523.¢ $ 442.¢
International 165.( 126.¢ 313.¢ 245 ¢
Total $ 446.¢ $ 357.¢ $ 837.C $ 688.¢
Total Assets by Segment
June 30, 2005 December 31, 2004
Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidated
Total assets by segme $ 1481 $ 242¢ $ 1,724. $ 1,123 $ 2658 $ 1,389.:

11. RECENTLY ISSUED ACCOUNTING STANDARDS

As discussed in Note 6, in May 2004, the FASRIed FASB Staff Position (“FSP”) No. FAS 106%¢counting and Disclosure
Requirements Related to the Medicare PrescriptiargDmprovement and Modernization Act of 2003"g(tti\ct”). The Act provides new
government subsidies for companies that providsagpiigtion drug benefits to retirees. Moody’s hasonporated the effects of the Act into the
measurement of plan assets and obligations asadrlger 31, 2004. In January 2005, the Centers &atidare and Medicaid Services
published final regulations implementing major psians of the Act resulting in a $0.8 million redion to the Company’s accumulated post-
retirement benefit obligation. The adoption of F&B-2 and the final regulations had no signifiaaffeects on the Company’s net periodic
post-retirement expense for the six months ended 30, 2005.

In December 2004, the FASB issued FSP No:2108ccounting and Disclosure Guidance for thedigin Earnings Repatriation
Provision within the American Jobs Creation Ac2604”, which provides guidance under SFAS No. 188counting for Income Taxes”,
with respect to recording the potential impacthaf tepatriation provisions of the American Jobsafioa Act of 2004 (the “Jobs Act”). The
Jobs Act provides for a special one-time tax dedoaelating to a portion of certain foreign eagsrthat are repatriated in 2004 or 2005. The
Company plans to repatriate a portion of foreigmiegs in 2005 and continues to evaluate the effetthe Jobs Act on its consolidated
results of operations and financial position.
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As discussed in Note 2, in December 2004FASB issued SFAS No. 123R. Under this pronouncéntempanies are required to rec
compensation expense for all share-based paymemtlavansactions granted to employees, based daithelue of the equity instrument at
the time of grant. This includes shares issued wedgployee stock purchase plans, stock optionsjatesl stock and stock appreciation
rights. SFAS No. 123R eliminates the ability to@aut for share-based compensation transactiong ég#B Opinion No. 25, “Accounting
for Stock Issued to Employees”, which had beennadlibin SFAS No. 123 as originally issued. In Ma2€l95, the SEC issued Staff
Accounting Bulletin No. 107 (“SAB 107"). SAB 107 presses views of the SEC staff regarding the iotienabetween this statement and
certain SEC rules. In April 2005, the SEC allowedblc companies to delay the implementation of SFWS 123R until the first annual
period beginning after June 15, 2005. The Compédayspto implement this standard effective JanuaB006. Because the Company adoj
the fair value method provisions of SFAS No. 12@spectively beginning on January 1, 2003, it dagdelieve that the impact of adoption
will be material to its condensed consolidated ltssaf operations or financial position. The Companrrently is assessing the impact of the
adoption on the classification of tax benefits frerercise of stock options between operating amhfiing activities on the consolidated
statement of cash flows. However, Moody’s curreatijicipates that its 2006 stock compensation esgaill be higher than its 2005
expense, in part because the Company has beemgliashe expensing of annual stock award grantsneencing in 2003 over the current
four-year stock plan vesting period.

In March 2005, the FASB issued FSP No. 4&R)mplicit Variable Interests under FASB Interfaton No. 46 (revised December
2003), Consolidation of Variable Interest Entiti€4”SP 46(R)-5"), which provides guidance for aogmg enterprise on whether it holds an
implicit variable interest in a variable interestigy (“VIE”) or potential VIE when specific condadns exist. FSP 46(R)-5 is effective as of the
first reporting period beginning after March 3, 8Qind, accordingly, was adopted by the Company il A, 2005. The adoption did not
have a material impact on the Company’s consoliiegsults of operations and financial position.

In May 2005, the FASB issued SFAS No. 154¢¢dunting Changes and Error Corrections” (“SFAS"L8#hich replaces Accounting
Principles Board Opinion No. 20 “Accounting Charigasd SFAS No. 3, “Reporting Accounting Changefiterim Financial Statements —
An Amendment of APB Opinion No. 28”. SFAS 154 prbe$ guidance on the accounting for and reportiracobunting changes and error
corrections. It establishes retrospective appbeator the latest practicable date, as the requiretthod for reporting a change in accounting
principle and the reporting of a correction of aroe SFAS 154 is effective for accounting changed corrections of errors made in fiscal
years beginning after December 15, 2005 and, aoayydl is required to be adopted by the Companyamuary 1, 2006. The Company d
not expect that the adoption of SFAS 154 will haweaterial impact on its consolidated results arapons and financial position.

In July 2005, the FASB issued FSP No. APBL18Accounting by an Investor for Its Proportion&kare of Accumulated Other
Comprehensive Income of an Investee Accountedrideuthe Equity Method in Accordance with APB OpmiNo. 18 upon a Loss of
Significant Influence” (“FSP APB 18-1"), which primles guidance on how an investor should accouritfqroportionate share of an
investee’s equity adjustments for other compretvenisicome (“OCI”) upon a loss of significant influge. FSP APB 18-1 requires that an
investor’s proportionate share of an investee’stgquajustments for OCI should be offset against¢hrrying value of the investment at the
time significant influence is lost. FSP APB 18- ffective as of the first reporting period begimgafter July 12, 2005 and, accordingly, will
be adopted by the Company on October 1, 2005. dbpt@n of this FSP is not expected to have a rn@tenpact on the Company’s
consolidated results of operations and financiaitmm.
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12. SUBSEQUENT EVENT

On July 12, 2005, the Board of Directorstef Company approved a quarterly dividend of $0&5share of Moody’s common stock,
payable on September 10, 2005 to shareholdersofdeat the close of business on August 20, 2005.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

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

This Management’s Discussion and AnalysiBinncial Condition and Results of Operations dost&orward-Looking Statements. See
“Forward-Looking Statements” on page 46 for a diston of uncertainties, risks and other factors@ased with these statements.

The Company

Except where otherwise indicated, the terMeddy’s” and the “Company” refer to Moody’s Corpticm and its subsidiaries. Moody’s is
a provider of (i) credit ratings, research and gsialcovering fixed income securities, other daebtruments and the entities that issue such
instruments in the global capital markets, anddiiigntitative credit assessment services, credititrg services and credit processing softv
to banks and other financial institutions. Moodgfserates in two reportable segments: Moody'’s lorssservice and Moody’s KMV
(“MKMV™).

Moody’s Investors Service publishes ratingnagns on a broad range of credit obligors and iti@aligations issued in domestic and
international markets, including various corpoiatel governmental obligations, structured financaistes and commercial paper programs.
It also publishes investor-oriented credit reseairatiuding in-depth research on major issuersystiy studies, special comments and credit
opinion handbooks.

The Moody’s KMV business develops and distidls quantitative credit assessment products amitse for banks and investors in credit-
sensitive assets and credit processing software.

Critical Accounting Estimates

Moody'’s discussion and analysis of its finahcondition and results of operations are basethe Company’s consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States. The preparation of
these financial statements requires Moody’s to nestienates and judgments that affect reported ateafrassets and liabilities and related
disclosures of contingent assets and liabilitiethatdates of the financial statements and revandeexpenses during the reporting periods.
These estimates are based on historical exper@rden other assumptions that are believed todsorable under the circumstances. On an
ongoing basis, Moody'’s evaluates its estimatedydicg those related to revenue recognition, actorecteivable allowances, contingencies,
goodwill, pension and other post-retirement beaefitd stock-based compensation. Actual resultsdiffey from these estimates under
different assumptions or conditions. Item 7, Mamaget's Discussion and Analysis of Financial Comditand Results of Operations, in the
Company’s annual report on Form 10-K for the yeatesl December 31, 2004, includes descriptionsmesof the judgments that Moody’s
makes in applying its accounting estimates in tlagsas. Since the date of the annual report on BOr, there have been no material
changes to the Company’s critical accounting eséma

Operating Segments

The Moody’s Investors Service business cegsisfour rating groups — structured finance, cogbe finance, financial institutions and
sovereign risk, and public finance — that generawenue principally from the assignment of crediings on issuers and issues of fixed-
income obligations in the debt markets, and reseavhich primarily generates revenue from the sélavestor-oriented credit research,
principally produced by the rating groups. Givea ttominance of Moody’s Investors Service to Moodwsrall results, the Company does
not separately measure or report corporate expengeare such expenses allocated between the Qysdausiness segments. Accordingly,
all corporate expenses are included in operating
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income of the Moody’s Investors Service segmentrame have been allocated to the Moody’s KMV segmen

The Moody’s KMV business develops and distidls quantitative credit assessment products amitse for banks and investors in credit-
sensitive assets and credit processing software.

In February 2005, Moody’s Board of Directdeslared a two-for-one stock split to be effected @pecial stock distribution of one share
of common stock for each share of the Company’snecomstock outstanding, subject to stockholder apgrof a charter amendment to
increase the Company’s authorized common shares4f0 million shares to 1 billion shares. At then@@anys Annual Meeting on April 2
2005, Moody'’s stockholders approved the chartemaiment. As a result, stockholders of record ad@fctose of business on May 4, 2005
received one additional share of common stock dcheshare of the Company’s common stock held ardéite. Such additional shares were
distributed on May 18, 2005. All prior period shameormation has been restated to reflect the sspdik.

Certain prior year amounts have been redladsb conform to the current presentation.

Results of Operations
Three Months Ended June 30, 2005 Compared With Tdnddonths Ended June 30, 2004
Total Company Resul

Moody'’s revenue for the second quarter of22@@s $446.8 million, an increase of $89.2 mill@r24.9% from $357.6 million for the
second quarter of 2004. Moody’s achieved strongmae growth in several business sectors, inclugliolgal structured finance, European
financial institutions, global research and U.Slmufinance.

Revenue in the United States was $281.8anifior the second quarter of 2005, an increas&0f8million or 22.0% from $231.0 million
in the second quarter of 2004. Approximately 80%hefU.S growth was driven by structured finaneflecting especially strong growth in
the residential mortgage-backed and home equitiesrdies area, as well as in commercial mortgaaekéd securities and collateralized debt
obligations (“CDOs"). The U.S. financial institutis, public finance and research areas contribatgddr-to-year growth as well.

Moody'’s international revenue was $165.0ioillin the second quarter, an increase of $38.4omibr 30.3% over $126.6 million in the
second quarter of 2004. International ratings raeegrew $32 million versus the prior year, with 86¢the growth related to Europe, where
increased issuance contributed to approximatelyrill®n of growth in structured finance and approately $11 million of growth in
financial institutions. The latter business alsodf#ed from new ratings relationships. Europearpeomate finance and research contributed to
growth as well. Foreign currency translation acdedrior approximately $5 million of reported intational revenue growth.

Operating, selling, general and administegxpenses were $185.3 million in the second quaft2005, an increase of $35.9 million or
24.0% from $149.4 million in the second quarte2@94. The largest contributor to this increase grasvth in compensation and benefits
expense of $22 million, reflecting compensationéases, increased staffing, and higher stock-bam®gpensation expense. Moody’s global
staffing of about 2,600 employees at June 30, 205 approximately 7% higher than in the quarteedntiine 30, 2004, and reflected hiring
primarily in the U.S. and European ratings busiaesde support business growth, and additional Btdffe Company’s finance and
technology support functions. Stock-based compe@rsakpense increased $5.1 million quarter overtguaAs more fully discussed in
Note 2 to the condensed consolidated financiakstants, the Company adopted the fair value methmdgions of SFAS No. 12
prospectively beginning on January 1, 2003. Thatguaver quarter increase in expense reflectpliasing in of expense over the current
four-year equity plan vesting period and the effexta higher share price on the value of the 2fibty grants. As a result of a recently
completed tax audit by Japanese taxing authoritgsenses for the quarter included a charge of ®dlibn for the settlement of
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sales tax matters related to Moody’s operationkapan from 2000 through June 30, 2005. In addifamejgn currency translation accounted
for approximately $2 million of the year-to-yeampexse growth.

Second quarter operating income of $252.8anitose $53.3 million or 26.7% from $199.5 milian the same period of 2004. Foreign
currency translation contributed approximately $iBiom to operating income growth. Moody’s operatimargin for the second quarter of
2005 was 56.6% compared to 55.8% a year earlier.

Moody'’s reported $3.9 million of interest aoither non-operating expense, net for the secoadeuof 2005 compared with $6.4 million
for the same period of 2004. Interest expense W& illion for the three months ended June 305288d 2004 and was principally related
to Moody’s $300 million of private placement debt. Inteiesbme was $6.2 million in the second quarter di20ompared to $1.1 million
the second quarter of 2004. The increase was dadigher average investment balance as well axcagase in the weighted average yield.
Foreign exchange losses were $3.8 million and 8illbn in the second quarter of 2005 and 2004peesvely.

Moody'’s effective tax rate was 41.6% in teeand quarter of 2005 compared to 46.4% in thergkqoarter of 2004. The second quarter
of 2004 included the impact of a $10.0 million aferelated to the legacy income tax exposuresatbes assumed by Moody'’s in connection
with the separation from the Dun & Bradstreet Coagpion in 2000.

Segment Results
Moody's Investors Service

Revenue at Moody’s Investors Service forsgbeond quarter of 2005 was $416.2 million, up $88ilBon or 27.6% from $326.3 million
in the second quarter of 2004. Ratings revenueuarted for $79.4 million of the growth with approxately 85% of that growth coming from
global structured finance and European financistiutions. Good growth was also achieved in thalEmpublic finance business as well as
in research. Issuance volume, price increases endating relationships were all contributors tarye-year growth in reported revenue.
Additionally, foreign currency translation accouhfer approximately $5 million of reported revergrewth.

Global structured finance revenue was $18#lHon for the second quarter of 2005, an increafs$57.4 million or 42.5% from
$135.0 million in the same period of 2004. Approately $41 million of the increase was in the Uv@th residential mortgage-backed
(including home equity) securities, commercial rgage-backed securities and CDOs contributing apmaely 90% to this amount.
Continuing low mortgage interest rates and risiomné values drove growth in mortgage re-financingsy mortgages and home equity
borrowing. A strong supply of corporate loans amdciured finance securities available for seczaiion coupled with tight spreads on CC
have driven growth. International structured firenevenue grew approximately $17 million year-tatyavith Europe contributing
approximately $13 million based on strong issuafasset-backed securities and in the commercitesidential mortgage-backed
securities sectors. Foreign currency translatiso abntributed $2 million to growth in internatidséructured finance revenue.

Revenue in the corporate finance group wa&sl$million for the second quarter of 2005, up $3iflion or 5.2% from $75.2 million in th
second quarter of 2004. Revenue was essentiallinftae U.S., as issuance and priekated revenue growth in investment grade boridgs
and bank loan ratings was largely offset by a lalggine in high yield issuance, resulting in a 3@86line in high yield revenue. High yield
bond issuance declined in part because issuetedliif the leveraged loan markets for financingdeemternational corporate finance
revenue increased approximately $4 million or apjpnately 17%, mainly driven by increased corpotated issuance in Asia. Price
increases also contributed to year-to-year growtflobal corporate finance revenue.

Financial institutions and sovereign riskeeue was $65.6 million for the second quarter @52@n increase of $13.8 million or 26.6%
from $51.8 million in the second quarter of 200#tHe U.S., revenue grew approximately $3 milliprincipally reflecting growth in non-
issuance related revenues and new ratings relatmsdnternationally, revenue grew approximately $nillion compared to the prior year
period,
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primarily due to increased issuance in the bankimgjinsurance sectors, coupled with new ratinggioglships in Europe. Price increases also
contributed to year-to-year growth in global finerhénstitutions revenue.

Public finance revenue was $26.2 milliontfez second quarter of 2005, an increase of $41&mibr 19.6% from $21.9 million for the
same period in 2004. Dollar issuance in the mualdijpnd market increased approximately 7% versaiséime period in 2004, in part as
issuers accelerated borrowings in anticipationigiér interest rates later in the year. Revenuatirdias outpaced issuance growth primarily
because of a higher revenue yield on overall massetance and increased market coverage. Refirgmoapresented 43% of total dollar
issuance in the second quarter of 2005, versusiB1b& same period of 2004.

Research revenue of $52.9 million for theoselcquarter of 2005 was $10.5 million or 24.8% lkigthan the $42.4 million reported in the
second quarter of 2004. Revenue grew by approxiyn@temillion in the U.S. and about $6 million imtationally with Europe accounting 1
around threequarters of international growth. Credit reseaprimarily on corporates and financial institutiotesgether with sales of analyt
and data services, accounted for approximately #liomof global revenue growth. Licensing of Moddyata to customers for internal and
external use accounted for about $3 million of rexegrowth. Foreign currency translation and piriceeases also contributed to yeary&ar
growth in reported revenue.

Moody’s Investors Service operating, selliggneral and administrative expenses, includingamate expenses, were $158.9 million for
the second quarter of 2005, an increase of $33IBmMor 26.7% from $125.4 million in the secondagier of 2004. Compensation and
benefits expense accounted for $22 million of thegemse growth. This increase included $4.7 milhelated to stock-based compensation, as
discussed above. The growth also reflected comfiensacreases, staffing growth primarily in theSJand European ratings businesses to
support business growth, and additional staffriafice and technology support functions. As a reddtrecently completed tax audit by
Japanese taxing authorities, expenses for the departer of 2005 included a charge of $9.4 milflonthe settlement of sales tax matters
related to Moody’s operations in Japan from 2006ugh June 30, 2005. Foreign currency translat@mrduted approximately $2 million to
yearto-year growth in reported expenses.

Moody'’s Investors Service operating incom&252.7 million for the second quarter of 2005 wps$56.4 million or 28.7% from
$196.3 million in the second quarter of 2004. Fgmeturrency translation contributed approximatedyndllion to the year-to-year growth in
operating income.

Moody' s KMV

Moody’s KMV revenue of $30.6 million for tleecond quarter of 2005 declined $0.7 million o2 ffom $31.3 million for the same
period in 2004. MKMV'’s global revenue decline wasarily due to the deferral of revenue associatét certain contractual commitments
for future software delivery. Subscriptions reveneiated to credit risk assessment products gre@fbynore than the prior year driven by
36% growth of MKMV'’s private firm product (RiskCal# ), but was tempered by client attrition signifidgirdffected by bank consolidations
in both Europe and North America. In the secondtguainternational revenue accounted for 54% obgl revenue.

MKMV’s operating, selling, general and admsinative expenses were $26.4 million for the seaqmatter of 2005, an increase of
$2.4 million or 10% from $24.0 million in the seabquarter of 2004. Second quarter 2005 expenskslgat $1.2 million for stock-based
compensation expense, which was $0.4 million highan the prior year. Depreciation and amortizatrpense was $4.1 million for the
second quarter of 2005 and 2004. MKMV operatingime was $0.1 million for the second quarter of 26@mpared with $3.2 million in the
second quarter of 2004. Currency translation dichawe a significant year-to-year impact on MKM\sués.
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Six Months Ended June 30, 2005 Compared With Sixites Ended June 30, 200
Total Company Resul

Moody'’s revenue for the six months ended B§e2005 was $837.3 million, an increase of $14&ilbon or 21.6% from $688.8 million
for the first half of 2004. Moody’s achieved stromyenue growth in several business sectors, imgduglobal structured finance, European
financial institutions, global research and pufiiance.

Revenue in the United States was $523.9amifior the first half of 2005, an increase of $8hillion or 18.3% from $442.9 million in tr
first half of 2004. Approximately 77% of the U.Sogth was driven by structured finance, reflectstigong issuance in residential and
commercial mortgage-backed securities and CDOs. fin&hcial institutions, research and public finarcontributed to year-to-year growth
as well.

Moody’ international revenue was $313.4 million in tingt fhalf of 2005, an increase of $67.5 million29t.5% over $245.9 million in tl
first half of 2004. International ratings revenuewy approximately $52 million versus the prior yegith approximately 85% of the growth
related to Europe where increased issuance andategs relationships contributed to the approxetya$22 million of growth in financial
institutions revenue. European corporate finantectured finance and research contributed to drastwell. Foreign currency translation
accounted for approximately $11 million of reporteternational revenue growth.

Operating, selling, general and administeagxpenses were $354.7 million in the first hal@05, an increase of $65.3 million or 22.6%
from $289.4 million in the first half of 2004. Tlergest contributor to this increase was growtbampensation and benefits expense of
$49 million, reflecting compensation increasesreased staffing, and higher stock-based compensatipense. Moody’s global staffing of
about 2,600 employees at June 30, 2005 was appaitedyrB% higher than in the six months ended Jin&B304, and reflected hiring in the
U.S. and European ratings businesses to suppartasssgrowth, and additional staff in finance asxhhology support functions. Stobksec
compensation expense increased $16.8 million yegear. As more fully discussed in Note 2 to thadensed consolidated financial
statements, the Company adopted the fair valueodgitovisions of SFAS No. 123 prospectively begignon January 1, 2003. The year-to-
year increase in expense reflects the phasing éxpénse over the current f-year equity plan vesting period as annual equints are
made, the effects of a higher share price on theewvaf the 2005 equity grants versus 2004, andaqapately $9.1 million recorded in the
first quarter of 2005 related to the acceleratqubesing of equity grants for employees at or netirement eligibility. As a result of a recer
completed tax audit by Japanese taxing authoritgsenses for the six months included a charg®df fillion for the settlement of sales tax
matters related to Moody’s operations in Japan f20®0 through June 30, 2005. In addition, foreigrrency translation accounted for
approximately $4 million of the year-to-year expegsowth.

First half operating income of $465.3 millimse $82.9 million or 21.7% from $382.4 milliontlee same period of 2004. Foreign
currency translation contributed approximately $illiom to operating income growth. Moody/operating margin for the first half of 2005 v
55.6% compared to 55.5% a year earlier.

Moody'’s reported $9.1 million of interest amither non-operating expense, net for the first éia2005 compared with $11.4 million for
the same period of 2004. Interest expense was $dillidn for the six months ended June 30, 2005 20@4 and was principally related to
Moody’s $300 million of private placement debt.drést income was $10.7 million in 2005 compare$i2@ million in 2004. The increase
was due to a higher average investment balancelhasvan increase in the weighted average yiaceifn exchange losses were $7.5 mil
and $1.5 million in the first half of 2005 and 20@dspectively.

Moody'’s effective tax rate was 42.1% in thistfhalf of 2005 compared to 44.2% in the firskf o 2004. The 2004 tax expense included
the impact of a $10.0 million charge related tolggacy income tax exposures that were assumezhimection with the separation from the
Dun & Bradstreet Corporation in 2000.
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Segment Results
Moody's Investors Servic

Revenue at Moody'’s Investors Service forfitst half of 2005 was $775.4 million, up $145.7lioh or 23.1% from $629.7 million in the
first half of 2004. Ratings revenue accounted fi2%2 million of growth with approximately 82% dfat growth coming from global
structured finance and European financial institigi Good growth was also achieved in public fiesae well as in research. Foreign
currency translation accounted for approximately #illion of reported revenue growth. Price ince=aalso contributed to year-to-year
growth in reported revenue.

Global structured finance revenue was $381li#on for the first half of 2005, an increase$®79.9 million or 31.8% from $251.0 million
in the same period of 2004. Approximately $62 millof the increase was in the U.S., with residéatid commercial mortgage-backed
securities and CDOs contributing approximately S#%his amount. Continuing low mortgage interes¢seand rising home values drove
growth in mortgage re-financings, new mortgagesharde equity borrowing. A strong supply of corperktans and structured finance
securities available for securitization coupledwight spreads on CDOs have driven growth. Reissulnce drove strong revenue growth in
commercial mortgage-backed securities during ttst fialf of the year. International structured fina revenue grew approximately
$18 million year-to-year, with Europe contributiagproximately $15 million of which $7 million rekd to commercial mortgage-backed
securities. Foreign currency translation also ¢bated $4 million to growth in international strucgéd finance revenue.

Corporate finance revenue was $159.4 millarthe first half of 2005, up $10.9 million or #Bfrom $148.5 million in the first half of
2004. Revenue was essentially flat in the U.S158 growth in investment-grade issuance and grawitiank loan ratings revenue was
largely offset by a 31% decline in high yield issoa. High yield bond issuance declined as issugfted to the leveraged loan markets for
financing needs while numerous large investmendgdeals came to market in the transportation ggnand technology sectors.
International corporate finance revenue increappdoximately $11 million or 25% mainly due to inased corporate bond issuance. Price
increases also contributed to year-to-year growtflobal corporate finance revenue.

Revenue in the financial institutions andeseign risk group was $131.3 million for the finstlf of 2005, an increase of $27.0 million or
25.9% from $104.3 million in the first half of 200k the U.S., revenue grew approximately $4 milliprincipally due to strength in
insurance and real estate sectors. Internatiomalgnue grew approximately $23 million compareth#prior year period, primarily due to
increased issuance and new ratings relationshifisiiope. European issuance was particularly stiotige banking, insurance and sub-
sovereign sectors. Price increases also contritiatgear-to-year growth in global financial instiins revenue.

Public finance revenue was $49.4 milliontfee first half of 2005, an increase of $7.4 million17.6% from $42.0 million for the same
period in 2004. Dollar issuance in the municipatdonarket was approximately $209 billion, or 10%renthan the same period in 2004, as
issuers accelerated borrowings in anticipationighiér interest rates later in the year. Revenue/routpaced issuance largely due to a
higher revenue yield on overall market issuanceabas increased market coverage. Refinancingesepted 46% of total dollar issuance in
the first half of 2005, versus 36% in the samequkdf 2004.

Research revenue of $104.4 million for tmstfnalf of 2005 was $20.5 million or 24.4% highteain the $83.9 million reported in the first
half of 2004. Revenue grew by approximately $9ionillin the U.S. and about $12 million internatidpavith Europe accounting for 70% of
international growth. Credit research, primarilyaporates and financial institutions, togethethvgiales of analytics and data services,
accounted for approximately $14 million of globatenue growth. Revenue growth from the licensinilobdy’s information to financial
customers for internal use and redistribution w2® ®illion in the first half, an increase of $6 lioih, or 35% higher than the prior year.
Foreign currency translation and price increases ebntributed to year-to-year growth in reportedenue.
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Moody'’s Investors Service operating, selliggneral and administrative expenses, includingamate expenses, were $304.2 million for
the first half of 2005, an increase of $62.3 milliar 25.8% from $241.9 million in the first half 8004. Compensation and benefits expense
accounted for $49 million of the expense growthisThcrease included $16.3 million related to stbelsed compensation, as discussed
above. The growth also reflected compensation &s&g, staffing growth in the U.S. and Europeangatbusinesses to support business
growth, and additional staff in finance and tecloggl support functions. As a result of a recentlynpteted tax audit by Japanese taxing
authorities, expenses for the first half of 2008uded a charge of $9.4 million for the settlem&frgales tax matters related to Moody’s
operations in Japan from 2000 through June 30, .20@®ign currency translation contributed appratety $4 million to year-to-year
growth in reported expenses.

Moodys Investors Service operating income of $462.2ionilfor the first half of 2005 was up $83.1 million21.9% from $379.1 millic
in the first half of 2004. Foreign currency tranigla contributed approximately $7 million to theayeio-year growth in operating income.

Moody' s KMV

Moody’s KMV revenue of $61.9 million for tHiest half of 2005 was $2.8 million or 4.7% moreaththe same period in 2004. MKMV’s
revenue growth decelerated in the second quartetalthe deferral of revenue associated with gedantractual commitments for future
software delivery. Growth in subscriptions revenelated to credit risk assessment products was @ than prior year led by 41% growth
in RiskCalc™ , MKMV'’s private firm product, but was moderated dient attrition and bank consolidations in Eur@pel North America. In
the first half, international revenue accounted36% of global revenue.

MKMV’s operating, selling, general and admsinative expenses were $50.5 million for the firalf of 2005, an increase of $3.0 million
or 6.3% from $47.5 million in the first half of 280First half 2005 expenses included $2.1 millionstock-based compensation expense,
which was $0.5 million higher than the prior yeaepreciation and amortization expense was $8.3amifor the first half of 2005 and 2004.
MKMYV operating income was $3.1 million for the finsalf of 2005 compared with $3.3 million in thesti half of 2004. Currency translation
did not have a significant year-to-year impact oMWV results.

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its opienag and capital expenditures through cash flounfoperations. Net cash provided by
operating activities was $345.6 million and $233iftion for the six months ended June 30, 2005 20@4, respectively.

Moody’s net cash provided by operating atitigiin 2005 increased by $112.4 million comparét ®004. Contributing to this growth
was the increase in net income of $57.1 millioghler non-cash stock-based compensation expend& & fillion, higher tax benefits from
exercise of stock options of $6.3 million, and #oerual for the settlement of Japanese sales t&2.4fmillion, as discussed above RéeSults
of Operations — Total Company Results”. In addititming of quarterly federal, state and internasibincome tax payments and growth in
the tax provision in the first half of 2005 compéseith 2004 contributed $29.5 million to year-toaygrowth in cash provided by operating
activities. Partially offsetting this benefit wastpayment of $12.8 million related to the settletra# legacy matters, as discussed below in
“Contingencies — Legacy Tax Matters”.

Net cash used in investing activities was.$18illion for the six months ended June 30, 200 pared with $18.2 million for the same
period of 2004. Spending for property and equipnaek for development costs for MKMV’s software puots totaled $11.7 million for the
first half of 2005 compared with $11.4 million inet first half of 2004. Net investments in marke¢edécurities totaled $3.9 million for the
first half of 2005 compared with $3.7 million inetffirst half of 2004. The 2005 spending on investiaén affiliates related to the $3.9 milli
contingent payment made in the second quarterecttatKorea Investors Service.
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Net cash provided by (used in) financing\atiis was $4.9 million for the six months ended€d30, 2005 compared to ($152.0) million
for the six months ended June 30, 2004. Proceeds éxercises of stock options were $52.5 milliothia 2005 period and $57.2 million in
the 2004 period. These amounts were offset by $hdldn and $186.2 million used for share repuisgsin the first half of 2005 and 2004,
respectively, and dividends paid of $27.8 milliod&22.4 million in the first half of 2005 and 2Q0@dspectively.

Future Cash Requirements

Moody’s currently expects to fund expendituas well as liquidity needs created by changesoitking capital from internally generated
funds. The Company believes that it has the fir@meisources needed to meet its cash requirenmmtsef next twelve months and expects to
have positive operating cash flow for fiscal ye@®2. Cash requirements for periods beyond the tagstve months will depend among other
things on the Company’s profitability and its atyilio manage working capital requirements.

The Company currently intends to use a poribits cash flow to pay dividends, of which thedsd of Directors declared a quarterly
amount of $0.055 per share on July 12, 2005 payablgeptember 10, 2005 to shareholders of recdfteatiose of business on August 20,
2005. The continued payment of dividends at this, rar at all, is subject to the discretion of Bward of Directors.

The Company also currently intends to useapority of its remaining cash flow provided by ogténg activities to continue its share
repurchase program. The Company is in the prodasgdementing a systematic share repurchase pnogriaich will constitute a portion of
the potential repurchase activity, as Moody’s waatsontinue to be able and prepared to act oppstically when conditions warrant. This
move to initiate a systematic element to repurclaasigities will be conducted within the existing®® million repurchase authorization, of
which $528 million remains. The Company’s goalisaturn capital to shareholders in a way thatesethieir long-term interests. As a result,
Moody'’s share repurchase activity will continuestoy from quarter to quarter.

In addition, the Company will from time tont¢ consider cash outlays for acquisitions of oesimnents in complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaystotp New D&B its share of potential
liabilities related to the legacy tax and legaltbagencies that are discussed in this Managem&igsussion and Analysis of Financial
Condition and Results of Operations under “Contimages”. In addition, management is currently evahgarefinancing and repayment
alternatives for its $300 million of notes payablgstanding, which mature in September 2005. gbissible that the Company may not
immediately refinance these notes when they maitunghich case their repayment would substantieiuce the Company’s cash balance.
These potential cash outlays could be materialnaigtit affect liquidity requirements, and they coultlise the Company to pursue additional
financing. There can be no assurance that finartcimgeet cash requirements will be available in @am® or on terms acceptable to the
Company, if at all.

Indebtednes:

At June 30, 2005 and 2004, the Company hé&standing $300 million of notes payable. The Conypaso had in place at June 30, 20
$160 million bank revolving credit facility, whiateplaced two $80 million facilities that were irapk at June 30, 2004. There were no
borrowings under the revolving credit facilitiesrithg 2005 or 2004.

On October 3, 2000 the Company issued $3U®dmof notes payable (the “Notes”) in a privatagement. The Notes have a five-year
term and bear interest at an annual rate of 7.@H#able semi-annually. In the event that Moodygspall or part of the Notes in advance of
their maturity (the “prepaid principal”), such peggnent will be subject to a penalty calculated Hasethe excess, if any, of the discounted
value of the remaining scheduled payments, aseltfimthe agreement, over the prepaid principahadg@ment is in the process of evaluz
refinancing and repayment alternatives for the Bl@then they mature in September 2005. At June(@T5 2nd December 31, 2004, the
Notes have been classified as a current liab
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On September 1, 2004, Moody’s entered irfteeayear senior, unsecured revolving credit fagi(the “Facility”) in an aggregate princig
amount of $160 million that expires in Septembed20rhe Facility replaced the $80 million 5-yeaility that was scheduled to expire in
September 2005 and the $80 million 364-day faciligt expired in September 2004. Interest on bamgsvunder the Facility is payable at
rates that are based on the London InterBank QffRage plus a premium that can range from 17 Ipgsigs to 47.5 basis points, depending
on the Company’s ratio of total indebtedness toiegs before interest, taxes, depreciation and &ration (“Earnings Coverage Ratio”), as
defined in the related agreement. At June 30, 280&) premium was 17 basis points. The Companypalgs quarterly facility fees,
regardless of borrowing activity under the Facilitye quarterly fees can range from 8 basis poihtse Facility amount to 15 basis points,
depending on the Company’s Earnings Coverage Ratibwere 8 basis points at June 30, 2005. Undédrdbility, the Company also pays a
utilization fee of 12.5 basis points on borrowirtggstanding when the aggregate amount outstandidgriuhe Facility exceeds 50% of the
Facility.

Management may consider pursuing additiomadterm financing when it is appropriate in light @sh requirements for share repurcl
and other strategic opportunities, which would heisthigher financing costs.

The Notes and the Facility (the “Agreementsiftain covenants that, among other things, céghe ability of the Company and its
subsidiaries, without the approval of the lendErgngage in mergers, consolidations, asset sed@sactions with affiliates and sale-
leaseback transactions or to incur liens, as defim¢he related agreements. The Agreements als@icdfinancial covenants that, among
other things, require the Company to maintain &eré@st coverage ratio, as defined in the relatedemgents, of not less than 3 to 1 for any
period of four consecutive fiscal quarters, andEamings Coverage Ratio, as defined in the relaggdements, of not more than 4 to 1 at the
end of any fiscal quarter. At June 30, 2005, then@any was in compliance with such covenants. Uperotcurrence of certain financial or
economic events, significant corporate events daiteother events constituting an event of defantter the Agreements, all loans
outstanding under the Agreements (including accmitlest and fees payable thereunder) may bergedimmediately due and payable and
all commitments under the Agreements may be teneihdn addition, certain other events of defanlder the Agreements would
automatically result in amounts outstanding becgnmimmediately due and payable and all commitmeaeisgterminated.

Off-Balance Sheet Arrangements

At June 30, 2005, Moody'’s did not have argtienships with unconsolidated entities or finah@artnerships, such as entities often
referred to as special purpose or variable intemetities where Moody’s is the primary beneficiamhich would have been established for the
purpose of facilitating off-balance sheet arrangeter other contractually narrow or limited purgesAs such, Moody’s is not exposed to
any financing, liquidity, market or credit risk theould arise if it had engaged in such relatiopshi
Contractual Obligations

As of June 30, 2005, there had not been aatgnial changes outside the normal course of bssimeMoody’s contractual obligations as
presented in its annual report on Form 10-K foryiear ended December 31, 2004.
Dividends

On July 12, 2005, the Board of Directorstef Company approved a quarterly dividend of $0&5share of Moody’s common stock,
payable on September 10, 2005 to shareholdersofdeat the close of business on August 20, 2005.
Outlook

Moody’s overall revenue and earnings growities for the period were significantly above theyear growth rate guidance the Company
provided when Moody'’s reported first quarter resutdt April. While the
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Company does not believe the growth rates achigvtte second quarter will be sustained throughéneainder of the year, Moody’s has
made a number of revisions to the outlook for thary

Moody'’s outlook for 2005 is based on assuoniabout many macroeconomic and capital marketridncluding interest rates,
corporate profitability and business investmenmnsiigg, merger and acquisition activity, consumeargling, residential mortgage borrowing
and refinancing activity, securitization levels arapital markets issuance. There is an importagtegeof uncertainty surrounding these
assumptions and, if actual conditions differ frdrage assumptions, Moody’s results for the year difégr from the current outlook.

In the U.S., the Company expects low to neiels percent revenue growth for the ratings arehreb business for the full year 2005. In
the U.S. structured finance market, Moody’s nowegtp that revenue from rating residential mortgageked and home equity securities will
rise in the high teens percent range from the telawel of 2004. This is a significant revisionrirdhe prior outlook, which anticipated
residential mortgagbacked and home equity securities revenue declinitige high teens to twenty percent range. The (@oy continues 1
expect good year-over-year growth in several odleetors of U.S. structured finance, including abseked securities, CDOs and commer
mortgage-backed securities, and Moody’s has trimexgectations for asset-backed commercial papesreMihe Company now forecasts a
modest decline. Moody’s now expects total U.S.citned finance revenue to grow in the mid-teenser@rrange, compared with previous
forecasts which assumed revenue would declinetkfifjlom 2004.

In the U.S. corporate finance business, isseiin the speculative grade bond market remaird\aad will likely fall substantially below
the volume seen in 2004. The Company expects hioigfall to be offset by stronger than expectedaghoin investment grade and bank loan
ratings and by revenue related to the EnhancedyAisainitiative, resulting in high single-digit gemt revenue growth.

In the U.S. financial institutions sector, dity’s continues to expect that the impact of exgediat issuance volume will be offset by
revenue related to the Enhanced Analysis Initiagive from new rating relationships, providing loaule-digit percent growth in this sector
in 2005.

Based on a strong second quarter in U.Sigfibance, the Company has revised the revendedalufor this business. Moody’s now
expects public finance revenue for 2005 to incréasiee low teens percent range compared with 2084.Company continues to forecast
strong growth in the U.S. research business.

Outside the U.S. Moody’s expects growth itmigs and research revenue in the high teens peraege, with double-digit percent growth
in all major business lines and regions, assisyei@orable foreign currency impacts. The Comparytgection assumes improved corporate
issuance in Europe after a relatively weak 2004goadl issuance growth in the European financiditiritions sector and several sectors of
structured finance in Europe and Japan. In addiMoody’s expects continued strong growth in inggional research revenue.

Finally, the Company expects global revertuid@ody’s KMV to rise in the high single to low dobke-digit percent range, reflecting
growth in both credit risk assessment subscrigti@uucts and credit processing software products.

For Moodys overall, the Company expects revenue growtharl8?o to 16% range for the full year 2005, inclgdine positive impact
currency translation. Moody’s expects the operatiraggin to be lower by up to 150 basis points i@f®26ompared with 2004. This reflects
higher revenue growth in 2005 than originally expdgoffset by higher stock-based compensationresgi 2005 compared to 2004, and by
investments the Company is continuing to make ey geographically, improve its analytic procespassue ratings transparency and
compliance initiatives, introduce new products, androve technology infrastructure.

For 2005, Moody’s expects that year-oyear growth in diluted earnings per share will fbéhie 17% to 21% range. This expected grc
includes the impacts of legacy tax provisions dredexpensing of stock-based compensation in bdb 26d 2004. The impact of expensing
stock-based compensation is expected to be iratigerof $0.10 — $0.11 per diluted share in 2006 pared to $0.06 per
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diluted share in 2004. The estimated 2005 expexdades the effects of adopting Statement of Firmccounting Standards No. 123R,
“Share-Based Payment”, which Moody’s will implemefffective as of January 1, 2006 based on the Siesuand Exchange Commission’s
recent rule allowing deferral of the implementatéate.

Recently Issued Accounting Standards

In May 2004, the FASB issued FASB Staff Hori(“"FSP”) No. FAS 106-2, “Accounting and DisclaslRequirements Related to the
Medicare Prescription Drug, Improvement and Modaatidon Act of 2003” (the “Act”). The Act providesew government subsidies for
companies that provide prescription drug beneditetirees. Moody’s has incorporated the effecthefAct into the measurement of plan
assets and obligations as of December 31, 20Q%arnary 2005, the Centers for Medicare and MedBaidices published final regulations
implementing major provisions of the Act resultinga $0.8 million reduction to the Company’s acclated post-retirement benefit
obligation. The adoption of FSP 106-2 and the fieglulations had no significant effects on the Canys net periodic post-retirement
expense for the six months ended June 30, 2005.

In December 2004, the FASB issued FSP No-2108ccounting and Disclosure Guidance for thedigin Earnings Repatriation
Provision within the American Jobs Creation Ac2604”, which provides guidance under SFAS No. 188counting for Income Taxes”,
with respect to recording the potential impacthaf tepatriation provisions of the American Jobsa@ioa Act of 2004 (the “Jobs Act”). The
Jobs Act provides for a special one-time tax dadnaelating to a portion of certain foreign eagsrthat are repatriated in 2004 or 2005. The
Company plans to repatriate a portion of foreigmiegs in 2005 and continues to evaluate the effetthe Jobs Act on its consolidated
results of operations and financial position.

In December 2004, the FASB issued SFAS N8.(Revised 2004) “Share-Based Payment” (“SFAS NRERI'). Under this
pronouncement, companies are required to recorghensation expense for all share-based payment dreashctions granted to employees,
based on the fair value of the equity instrumenhattime of grant. This includes shares issueduathployee stock purchase plans, stock
options, restricted stock and stock appreciatights. SFAS No. 123R eliminates the ability to actdar share-based compensation
transactions using APB Opinion No. 25, “Accountfog Stock Issued to Employees”, which had beennadibin SFAS No. 123 as originally
issued. In March 2005, the SEC issued Staff AcdogrBulletin No. 107 (“SAB 107”). SAB 107 expressgsws of the SEC staff regarding
the interaction between this statement and ceBBi@ rules. In April 2005, the SEC allowed publienganies to delay the implementation of
SFAS No. 123R until the first annual period begmgnafter June 15, 2005. The Company plans to imgheriis standard effective Januan
2006. Because the Company adopted the fair valdleadgrovisions of SFAS No. 123 prospectively bagig on January 1, 2003, it does
not believe that the impact of adoption will be eratl to its condensed consolidated results of atpmrs or financial position. The Company
currently is assessing the impact of the adoptiothe classification of tax benefits from exera$etock options between operating and
financing activities on the consolidated statentdrtash flows. However, Moody’s currently anticipathat its 2006 stock compensation
expense will be higher than its 2005 expense, ihlgcause the Company has been phasing in thesirgeof annual stock award grants
commencing in 2003 over the current four-year syaek vesting period.

In March 2005, the FASB issued FSP No. 4&R)mplicit Variable Interests under FASB Interfaton No. 46 (revised December
2003), Consolidation of Variable Interest Entiti€4”SP 46(R)-5"), which provides guidance for aggmg enterprise on whether it holds an
implicit variable interest in a variable interestigy (“VIE") or potential VIE when specific condans exist. FSP 46(R)-5 is effective as of the
first reporting period beginning after March 3, 8Q#nd, accordingly, was adopted by the Company il A, 2005. The adoption did not
have a material impact on the Company’s consoliiegsults of operations and financial position.

In May 2005, the FASB issued SFAS No. 154¢¢dunting Changes and Error Corrections” (“SFAS"L8#ich replaces Accounting
Principles Board Opinion No. 20 “Accounting Charigasd SFAS No. 3, “Reporting Accounting Changefiterim Financial Statements —
An Amendment of APB
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Opinion No. 28". SFAS 154 provides guidance onabeounting for and reporting of accounting charageberror corrections. It establishes
retrospective application, or the latest practieatste, as the required method for reporting agd@maccounting principle and the reporting
of a correction of an error. SFAS 154 is effecfimeaccounting changes and corrections of erromdenia fiscal years beginning after
December 15, 2005 and, accordingly, is requirdoetadopted by the Company on January 1, 2006. dhep@ny does not expect that the
adoption of SFAS 154 will have a material impacitsrconsolidated results of operations and finalnmbsition.

In July 2005, the FASB issued FSP No. APBL18Accounting by an Investor for Its Proportion&kare of Accumulated Other
Comprehensive Income of an Investee Accountedrideuthe Equity Method in Accordance with APB OpmiNo. 18 upon a Loss of
Significant Influence” (“FSP APB 18-1"), which priales guidance on how an investor should accouritf@roportionate share of an
investee’s equity adjustments for other compretvenisicome (“OCI”) upon a loss of significant influge. FSP APB 18-1 requires that an
investor’s proportionate share of an investee’stgaajustments for OCI should be offset against¢hrrying value of the investment at the
time significant influence is lost. FSP APB 18-Zffective as of the first reporting period begimmafter July 12, 2005 and, accordingly, will
be adopted by the Company on October 1, 2005. @bpt®n of this FSP is not expected to have a ri@tenpact on the Company’s
consolidated results of operations and financiaitmm.

Contingencies

From time to time, Moody'’s is involved in Bdgand tax proceedings, claims and litigation #ratincidental to the Company’s business,
including claims based on ratings assigned by Mdyoody'’s is also subject to ongoing tax auditslie normal course of business.
Management periodically assesses the Companyifitisand contingencies in connection with thessters based upon the latest
information available. For those matters whers hiath probable that a liability has been incuand the probable amount of loss can be
reasonably estimated, the Company believes itérawded appropriate reserves in the condensed latatsad financial statements and
periodically adjusts these reserves as appropimatither instances, because of the uncertairgiasad to both the probable outcome and
amount or range of loss, management is unable ke maeasonable estimate of a liability, if any.allitional information becomes
available, the Company adjusts its assessmentssiimaates of such liabilities accordingly.

As a result of a recently completed tax abgifapanese taxing authorities, operating, seljegeral and administrative expenses for the
quarter included a charge of $9.4 million for tlkeétlement of sales tax matters related to Moodpsrations in Japan from 2000 through
June 30, 2005.

Based on its review of the latest informatimailable, in the opinion of management, the wtieriability of the Company in connection
with pending legal and tax proceedings, claimslaiggtion will not have a material adverse effeatMoody’s financial position, results of
operations or cash flows, subject to the contingendescribed below.

On May 11, 2005, Moody’s received a subpdesra the New York Attorney General’s Office seekithgcuments and other information
regarding (i) securities offerings Moody'’s ratedsought to rate that were backed by jumbo mortg&ges prime borrowers and (i) credit
enhancement evaluations, during the period of 30n@000 through June 30, 2003. The subpoena @t slocuments and other informa
regarding Moody'’s credit policies and procedureseiJanuary 1, 1999.

On July 13, 2005, Moody’s received a subpdemra the New York Attorney General's Office seakidocuments and other information
regarding (i) Moody'’s ratings of the financial stggth and subordinated debt of reinsurance companiggii) Moody’s policies and practices
for rating the financial strength and subordinatefit of reinsurance companies, including ratings were unsolicited or in which the issuer
did not participate in the rating process, durimg period since January 1, 1997.

Moody'’s is currently responding to these eja and intends to continue cooperating with tee Mork Attorney General’s Office
inquiries. Moody’s cannot predict the outcome @ inquiries or any effect they may have on Mosdiyiancial position, results of
operations, or cash flows.
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Legacy Contingencie

Moody'’s also has exposure to certain potehdihilities assumed in connection with the 200@tBbution. These contingencies are
referred to by Moody’s as “Legacy Contingencies”.

Information Resources, Inc

The following is a description of an antitrieswvsuit filed in 1996 by Information Resourceas;.I(“IRI”). As more fully described below,
VNU N.V., a publicly traded Dutch company, andutss. subsidiaries, VNU, Inc., ACNielsen Corporat{8ACNielsen”), AC Nielsen (US),
Inc. ("*ACN (US)”), and Nielsen Media Research, I®NMR”) (collectively, the “VNU Parties”), have asmed exclusive joint and several
liability for any judgment or settlement of thistarust lawsuit. As a result of the indemnity olaligon, Moodys does not have any exposur
a judgment or settlement of this lawsuit unless\hi) Parties default on their obligations. Howevarthe event of such a default,
contractual commitments undertaken by Moody’s innection with various corporate reorganizationseih996 would require the Company
to bear a portion of any amount not paid by the VIRAUties. Moreover, as described below, on FebrLa?905, the U.S. District Court for
the Southern District of New York entered a finadgment against IRI dismissing IRI's claims witkejodice and on the merits. On
February 2, 2005, the Court entered IRI's noticapgeal to the Second Circuit. The parties hawefdatithe matter before the Court of
Appeals for the Second Circuit, but a date for argument has not yet been set by the Court.

In July 1996, IRI filed a complaint, subseqiyamended in 1997, in the U.S. District Courttfoe Southern District of New York,
naming as defendants the corporation then knowrhasDun & Bradstreet Corporation (now known as Rbdnnelley), A.C. Nielsen
Company (a subsidiary of ACNielsen) and IMS Intéioraal, Inc. (a subsidiary of the company then kn@ag Cognizant). At the time of the
filing of the complaint, each of the other defendamas a subsidiary of the company then known &sDOlUm & Bradstreet Corporation.

The amended complaint alleges various viofetiof United States antitrust laws under Sectioasd 2 of the Sherman Act. The amended
complaint also alleges a claim of tortious intezfere with a contract and a claim of tortious irgerfice with a prospective business
relationship. These claims relate to the acquisitip defendants of Survey Research Group Limit&RG"). IRI alleged SRG violated an
alleged agreement with IRl when it agreed to baisied by defendants and that defendants induced t8R@ach that agreement.

IRI's antitrust claims allege that defendaseseloped and implemented a plan to undermines|&bility to compete within the United
States and foreign markets in North America, Latnerica, Asia, Europe and Australia/ New Zealandulgh a series of anti-competitive
practices, including: unlawfully tying/bundling séres in the markets in which defendants allegédlg monopoly power with services in
markets in which ACNielsen competed with IRI; eimgrinto exclusionary contracts with retailers artain countries to deny IRI's access to
sales data necessary to provide retail trackingics or to artificially raise the cost of thatagpredatory pricing; acquiring foreign market
competitors with the intent of impeding IRI's effeto expand; disparaging IRI to financial analygstd clients; and denying IRI access to
capital necessary for it to compete.

IRI claims damage in excess of $650 milliwhjch IRI also asked to be trebled. IRI has fileithwthe Court the report of its expert who
has opined that IRI suffered damages of betweeg $5Bion and $652 million from the defendants’eged practices. IRI also sought
punitive damages in an unspecified amount.

On June 21, 2004, pursuant to a stipulatetaveen IRl and defendants, the Court ordered #rgaio of IRI's claims be dismissed with
prejudice from the lawsuit, including the claimattidefendants tortiously interfered with the SRGuasition. The Company believes that the
dismissal of the tortious interference claims gdsecludes any claim for punitive damages.

On December 3, 2004, the Court entered Imén®rder No. 1, which bars IRI from “arguing tiNielsen’s pricing practices or discounts
were illegal or anti-competitive unless it can prdkiey involved prices
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below short-run average variable cost, calculatitdout the inclusion of Nielsen’s ‘Fixed Operatidnssts”. On December 17, 2004, IRI
issued a press release, which said in relevant‘iithout this evidence, IRI believes that litiould be left of IRI's case to take to trialRlI
asked the Court to enter a final judgment agatnsbithat it could take an immediate appeal todbart of Appeals for the Second Circuit.
Defendants did not object to this request. On Falyrt, 2005 the Court entered a final judgment dising IRI's claims with prejudice and
on February 2, 2005, the Court entered IRI's notitappeal to the Second Circuit. The parties Haiefed the matter before the Court of
Appeals for the Second Circuit, but a date for argument has not yet been set by the Court.

In connection with the 1996 Distribution, NMfRen known as Cognizant Corporation), ACNielsed R.H. Donnelley Corporation
(“Donnelley”) (then known as The Dun & Bradstreetr@oration) entered into an Indemnity and Jointddee Agreement (the “Original
Indemnity and Joint Defense Agreement”), pursuantitich they agreed to:

« allocate potential liabilities that may relate aoise out of or result from the IRI lawsu*IRI Liabilities”); and
« conduct a joint defense of such acti

In 2001, ACNielsen was acquired by VNU N.Which assumed ACNielsen’s obligations under thgi@al Indemnity and Joint Defense
Agreement.

Under the terms of the 1998 Distribution, O&IB assumed all potential liabilities of Donnelléyen known as The Dun & Bradstreet
Corporation) arising from the IRI action and agré@¢hdemnify Donnelley in connection with such gutial liabilities. Under the terms of t
2000 Distribution, New D&B undertook to be jointynd severally liable with Moody’s for Old D&B’s aghtions to Donnelley under the
1998 Distribution, including for any liabilitiesiamg under the Original Indemnity and Joint Defegireement and arising from the IRI
action itself. However, as between New D&B and Myedit was agreed that under the 2000 Distributeach of New D&B and Moody's
will be responsible for 50% of any payments reqilit@be made to or on behalf of Donnelley with extfio the IRI action under the terms of
the 1998 Distribution, including legal fees or emxpes related to the IRI action.

On July 30, 2004, the VNU Parties, Donnelldpody’s, New D&B and IMS Health Incorporated (“IM$ealth”) entered into an
Amended and Restated Indemnity and Joint Defenseehgent (the “Amended Indemnity and Joint Defengee@ment”).

Pursuant to the Amended Indemnity and Joafebse Agreement, any and all IRI Liabilities imear by Donnelley, Moody’s, New D&B
or IMS Health relating to a judgment (even if nioial) or any settlement being entered into in Redction will be jointly and severally
assumed, and fully discharged, exclusively by thdMParties. Under the Amended Indemnity and JoefeBse Agreement, the VNU Pari
have agreed to, jointly and severally, indemnifynDelley, Moody’s, New D&B and IMS Health from angdagnst all IRI Liabilities to which
they become subject. As a result, the cap on AGHIgs liability for the IRI Liabilities, which wagrovided for in the Original Indemnity and
Joint Defense Agreement, no longer exists anduath $iabilities are the responsibility of the VNifies pursuant to the Amended Indemnity
and Joint Defense Agreement.

In addition, the Amended Indemnity and J@iefense Agreement provides that if it becomes rezagdo post any bond pending an
appeal of an adverse judgment, then the VNU Pastiafi obtain the bond required for the appealsral pay the full cost of such bond.

In connection with entering into the Amendedemnity and Joint Defense Agreement, Donnellegot¥y’'s, New D&B and IMS Health
agreed to amend certain covenants of the Origimdgrhnity and Joint Defense Agreement to provideaifmnal flexibility for ACNielsen
going forward. In addition, the Amended Indemnitgaoint Defense Agreement includes certain amentine the covenants of ACNielsen
(which, under the Amended Indemnity and Joint DeéeAgreement, are now also applicable to ACN (Ud)ch the Company understands
holds ACNielsen’s operating assets), which aregiesi to preserve such parties’ claims-paying ghalitd protect Donnelley, Moody’s, New
D&B and IMS Health. Among other
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covenants, ACNielsen and ACN (US) agreed that eeitiey nor any of their respective subsidiaridsinéur any indebtedness to any
affiliated person, except indebtedness which iyt will, after a payment obligation under the éaded Indemnity and Joint Defense
Agreement comes due, be conditioned on, and sutaiedi to, the payment and performance of the dibigsof such parties under the
Amended Indemnity and Joint Defense Agreement. \NNW. has agreed to having a process agent in Nesk ¥oreceive on its behalf
service of any process concerning the Amended Indgrand Joint Defense Agreement.

As described above, the VNU Parties haverasdiexclusive responsibility for the payment ofiRll Liabilities. However, because
liability for violations of the antitrust laws isint and several and because the rights and olgigatelating to the Amended Indemnity and
Joint Defense Agreement are based on contractiagiioreships, the failure of the VNU Parties to filitheir obligations under the Amended
Indemnity and Joint Defense Agreement could raéauhe other parties bearing all or a portion @& tRI Liabilities. Joint and several liability
for the IRI action means that even where more trendefendant is determined to have been resperfsiban alleged wrongdoing, the
plaintiff can collect all or part of the judgmembi just one of the defendants. This is true rdgasdof whatever contractual allocation of
responsibility the defendants and any other ind&img parties may have made, including the allanadidescribed above between the VNU
Parties, Donnelley, Moody’s, New D&B and IMS Health

Accordingly, and as a result of the allocasiof liability described above, in the event tHély/Parties default on their obligations under
the Amended Indemnity and Joint Defense Agreensath of Moody’s and New D&B will be responsible fbe payment of 50% of the
portion of any judgment or settlement ultimatelydplay Donnelley (which is a defendant in the IRfi@i), which can be as high as all the IRI
Liabilities.

The Company is unable to predict the outcofitbe IRI action (including the appeal), or theafincial condition of any of the VNU Parti
or the other defendants at the time of any sucbomoé¢ and hence the Company cannot estimate thkiy &b pay potential IRI Liabilities
pursuant to the Amended Indemnity and Joint Deféiggeement or the amount of the judgment or settlem the IRI action. However,
provided that the VNU Parties fulfill their obligabs under the Amended Indemnity and Joint Defdéggeement, the Company believes that
the resolution of this matter, irrespective of ticome of the IRI action, should not materiallieaf Moody'’s financial position, results of
operations and cash flows. Accordingly, no amoanmespect of this matter has been accrued in timep@aoy’s condensed consolidated
financial statements. If, however, IRl were to @iéin whole or in part in this action and if Mogdys required to pay, notwithstanding such
contractual obligations, a portion of any signifitcaettlement or judgment, the outcome of this emnatbuld have a material adverse effect on
Moody'’s financial position, results of operatioasd cash flows.

Legacy Tax Matter:

Old D&B and its predecessors entered intbagldax planning initiatives in the normal courgdosiness, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to nomaealkew by tax authorities.

Pursuant to a series of agreements, as betivemselves, IMS Health and NMR are jointly angesally liable to pay one-half, and New
D&B and Moodys are jointly and severally liable to pay the othalf, of any payments for taxes, penalties andwsttinterest resulting fro
unfavorable IRS rulings on certain tax mattersescdbed in such agreements (excluding the magtseribed below as “Amortization
Expense Deductions” for which New D&B and Moodyte aolely responsible) and certain other potetaialiabilities, also as described in
such agreements, after New D&B and/or Moody’s ghgdfirst $137 million, which amount was paid imoection with the matter described
below as “Utilization of Capital Losses”.

In connection with the 2000 Distribution gmatsuant to the terms of the 2000 Distribution Agnent, New D&B and Moody’s have,
between themselves, agreed to each be financedfyonsible for 50% of any potential liabilitiestthaay arise to the extent such potential
liabilities are not directly attributable to the@spective business operations.
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Without limiting the generality of the foregg, three specific tax matters are discussed helow

Royalty Expense Deductio

During the second quarter of 2003, New D&Beiiged an Examination Report from the IRS with ee$fpo a partnership transaction
entered into in 1993. In this Examination Repdrg RS stated its intention to disallow certainaiby expense deductions claimed by Old
D&B on its tax returns for the years 1993 throu@®94. (the “Royalty Report”). In the first quarter 2004, New D&B received a similar
Examination Report (the “Second Royalty Reporttatieg to the first quarter of 1997.

During the second quarter of 2003, New D&8Boaleceived an Examination Report that had beeedsby the IRS to the partnership,
stating the IRS’ intention to ignore the partneps$tructure that had been established in 1993nnexction with the above transaction, and to
reallocate to Old D&B income and expense items tiaatbeen reported in the partnership tax retura 996 (the “Reallocation Report”).
New D&B also received a similar Examination Reftne “Second Reallocation Report”) issued to the pasimigrwith respect to the first
quarter of 1997.

In June 2004, New D&B and the IRS conductedkediation of these issues, at which they reacHsabkes for settlement with regard to the
Royalty Report for 1995 and 1996, the ReallocaReport, and certain tax refund claims made by QddBDelated to 1995 and 1996 (the
“Preliminary Settlement”). The Preliminary Settlam&as subject to the execution of a formal settlenagreement. In addition, the IRS
reasserted its position that certain tax refundndanade by Old D&B related to 1993 and 1994 mapfiset by tax liabilities relating to the
above mentioned partnership formed in 1993. New Difdagrees with the position taken by the IRS &#3land 1994 and Moody'’s
understands that New D&B plans to file a proteshwhe IRS Appeals Office. If the protest is unsassful New D&B can either: (1) abandon
its tax refund claims; or (2) challenge the IRSml& U.S. District Court or the U.S. Court of FealeClaims. Moody’s estimates that its
exposure for the write-off of deferred tax assetated to these tax refund claims could be up tmiiéon.

As of June 30, 2004, Moody’s had adjustedeserves for the Royalty Expense Deductions mait®42 million to reflect the Company’s
estimates of probable exposure for the Prelimiisattlement and the other matters discussed inrteeegding paragraph. In accordance with
the 1996 Distribution Agreement, New D&B was reqdito obtain the consent of Moody'’s, IMS Health &MR as a condition to executing
the formal settlement agreement. However, New D& wnable to obtain consent from IMS Health and NviR accordingly, New D&B
and the IRS were unable to agree on the termdafzal settlement agreement by the November 1, 2@@dlline imposed by the IRS. As a
result, the IRS withdrew the Preliminary Settlemamti Moody’s had increased its reserves for thigena 2004 to reflect its updated
estimates of probable exposure.

As a result of continuing its dialogue wittetIRS to settle the Royalty Report and the Reatlon Report matters, in the second quarte
2005 New D&B agreed to a basis for settlement @emally the same terms as reached in the 2004atr@d Moody’s, IMS Health and
NMR each consented to the terms of the settlemmahtraJuly New D&B submitted a closing agreemerth IRS for signature based ug
these terms. The Company will reevaluate its resefor the Royalty Expense Deductions at the timedRS signs the closing agreement.

The Company believes that, in accordance thi#hl 996 Distribution Agreement, if the IRS does$ sign the closing agreement, IMS
Health and NMR would be contractually responsibleay any excess amounts above the Preliminarie8ett that may ultimately be owed
with respect to tax years 1995 and 1996. IMS Hdathalleged various breaches of New D&B'’s oblmaiunder the 1996 Distribution
Agreement related to New D&B’s management and gitechsettlement of this matter. If the parties werail to resolve any dispute,
Moody’s understands that New D&B would anticipatenenencing arbitration proceedings against IMS Hheaftd NMR. Based on our
current understanding of the positions which NewB&nd IMS Health may take, the Company believeslikely that New D&B should
prevail, but we cannot predict with certainty theamme.
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In addition, the Second Royalty Report arelSlecond Reallocation Report, which were not dadew D&B’s preliminary settlement
with the IRS, have not been resolved. Moody’s estiz® that its share of the potential required payntethe IRS for this matter is
$0.1 million (including penalties and interest, arad of tax benefits).

Moody'’s estimates that its share of the pidéhability for the Royalty Expense Deductionstter could be up to $115 million, which
takes into consideration: (1) the Royalty Repond the Reallocation Reports discussed above (fachwthe Company’s share of the required
payments to the IRS could be up to $106 milliosjuding penalties and interest, and net of tax fisieand (2) the potential write-off of
deferred tax assets (for which the Company’s exgosould be up to $9 million as discussed above)od¥’s could also be obligated for
future interest payments on its share of suchlitgbMoody’s believes that the positions takentbg IRS in the Royalty Reports and the
Reallocation Reports discussed above are inconsisith each other. While it is possible that tRSIcould ultimately prevail in whole or in
part on one of such positions noted above, Moobglgeves that it is unlikely that the IRS will paglvon both.

Amortization Expense Deductio

In April 2004, New D&B received Examinatioreports (the “April Examination Reports”) from thHeS with respect to a partnership
transaction. This transaction was entered int®®i7land has resulted in amortization expense dietsobn the tax returns of Old D&B since
1997. These deductions could continue through 2mithe April Examination Reports, the IRS statsdntention to disallow the
amortization expense deductions related to thisipeship that were claimed by Old D&B on its 199id 4 998 tax returns. New D&B
disagrees with the position taken by the IRS amdeither: (1) accept and pay the IRS assessm@grithélenge the assessment in U.S. Tax
Court; or (3) challenge the assessment in U.SribisEourt or the U.S. Court of Federal Claims, vehim either case payment of the disputed
amount would be required in connection with suchllelnge. IRS audits of Old D&B’s or New D&B’s tagturns for years subsequent to
1998 could result in the issuance of similar Exation Reports, in which case New D&B would alsoéghe aforementioned three courses
of action.

Should any such payments be made by New Dé@ead to either the April Examination Reports wy @otential Examination Reports for
future years, including years subsequent to tharsgipn of Moody’s from New D&B, then pursuant bkeetterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&B58% share. In addition, should New D&B discontirlegming the amortization
deductions on future tax returns, Moody’s would&guired to repay to New D&B an amount equal todiseounted value of its 50% share
of the related future tax benefits. New D&B haddpihie discounted value of 50% of the future taxdfiénfrom this transaction in cash to
Moody'’s at the Distribution Date. Moody’s estimatkat the Company’s current potential exposureatbel up to $98 million (including
penalties and interest, and net of tax benefits)s €xposure could increase by approximately $8anito $6 million per year, depending on
actions that the IRS may take and on whether NevB@é&ntinues claiming the amortization deductionstemax returns.

In the April Examination Reports, the IRScaddated its intention to disallow certain royatgpense deductions claimed by Old D&B on
its 1997 and 1998 tax returns with respect to tirgnership transaction. In addition, the IRS stétethtention to disregard the partnership
structure and to reallocate to Old D&B certain parship income and expense items that had beentedpo the partnership tax returns for
1997 and 1998. New D&B disagrees with the positiaken by the IRS and can take any of the threeseswf action described in the first
paragraph of this “Amortization Expense Deductiossttion. IRS audits of Old D&B’s or New D&B'’s ta&turns for years subsequent to
1998 could result in the issuance of similar Exation Reports for the subsequent years. Shoulgacly payments be made by New D&B
related to either the April Examination Reportsany potential Examination Reports for future yetlten pursuant to the terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share of New D&B’payments to the IRS for the period from 1
through the Distribution Date. Moody'’s estimatesttits share of the potential exposure to the I&SHe potential disallowance of royalty
expense deductions could be up to $131 millionl§uiag penalties and interest, and net of tax bhes)eMoody’s also could be obligated for
future interest payments on its share of suchlitgbi
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New D&B had filed protests with the IRS Apjz@ffice regarding the April Examination Repoiits September 2004, the IRS Appeals
Office remanded the case to the IRS examinatidneofbr further development of the issues. New Di8d® reopened discussion of the issues
with the examination office.

On May 6, 2005 New D&B received a Notice ofposed Adjustment (“Notice”) from the IRS for th899-2002 tax years which
1) disallows amortization expense deductions atet&rom the partnership to Old D&B on its 1999 &@d0 tax returns and to New D&B on
its 2000, 2001 and 2002 tax returns and 2) disallogrtain royalty expense deductions claimed by[@#& on its 1999 and 2000 tax returns
and by New D&B on its 2000, 2001 and 2002 tax retuMoody'’s is in the process of assessing thenpiateexposure related to the Notice.
Currently, the Company does not expect that thisddavill have a material impact on the legacy teserves and the potential future outlays
related to legacy tax matters that are discusskavtia “Summary of Moody’s Exposure to Three Legd@x Matters”.

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

Utilization of Capital Losse

The IRS has completed its review of the zatiion of certain capital losses generated by G Bluring 1989 and 1990. On June 26,
2000, the IRS, as part of its audit process, issufsimal assessment with respect to the utilinatibthese capital losses.

On May 12, 2000, an amended tax return wed by Old D&B for the 1989 and 1990 tax years, chhieflected $561.6 million of tax and
interest due. Old D&B paid the IRS approximatelyt$3 million of this amount on May 12, 2000; 50%sath payment was allocated to
Moody’s and had previously been accrued by the GommpIMS Health informed Old D&B that it paid toethRS approximately
$212.3 million on May 17, 2000. The payments weeelento the IRS to stop further interest from acgguand on September 20, 2000, Old
Dé&B filed a petition for a refund in the U.S. Digtr Court.

In July 2004, New D&B and the IRS reachedsi®for settlement of all outstanding issues eelad this matter and in December 2004
executed a formal settlement agreement. New D&Bived two assessments on this matter during teedurarter of 2005, and expects to
receive the third and final assessment in the tpiraiter of 2005. Moody’s paid its allocated stafrthe first two assessments to New D&B
consisting of cash payments of $12.8 million ($8illion net of expected tax benefits) and the wafeof deferred tax assets of
approximately $9 million. Moody’s remaining lialtjliat June 30, 2005 was approximately $0.3 millibme amounts paid by Moody’s
included its share of approximately $4 million thdody’s and New D&B believe should have been fi3idMS Health and NMR, but were
not paid by them due to their disagreement withowesr aspects of New D&B’s calculation of their resfive shares of the payments. If New
Dé&B fails to resolve this dispute with IMS HealthcaNMR, Moody’s understands that New D&B anticigatemmencing arbitration
proceedings against them. Moody’s believes that B&B should prevail in its position, but the Comparannot predict with certainty the
outcome. In the first quarter of 2005, Moody'’s lacteased its reserves by $2.7 million due to dissagreement.

Summary of Mooc¢'s Exposure to Three Legacy Tax Mati

The Company considers from time to time #rgge and probability of potential outcomes relatethe three legacy tax matters discussed
above and establishes reserves that it believespprepriate in light of the relevant facts anadginstances. In doing so, Moody’s makes
estimates and judgments as to future events artltamrs and evaluates its estimates and judgmeangmngoing basis.

In the first quarter of 2005, the Companyorded $2.7 million of additional reserves relatioghe Utilization of Capital Losses matter
described above. For the first six months the Campeas recorded $3.0 million of interest expentsted to its legacy tax reserves. At
June 30, 2005, Moody’s total net legacy tax resewvere $133 million (consisting of $149 milliontak liabilities, partially offset by the
expected
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utilization of $16 million of deferred tax assefShe $133 million of expected cash payments camsis$46 million of current liabilities
(reflecting the estimated cash payments relatédedroyalty Expense Deductions and Utilization apifal Losses matters that are expected
to be made over the next twelve months) and $8fomibf non-current liabilities.

It is possible that the legacy tax mattensldde resolved in amounts that are greater thamtmounts reserved by the Company, which
could result in additional charges that may be nedte®o Moody'’s future reported results, finangmsition and cash flows. Although Moody’
does not believe it is likely that the Company witimately be required to pay the full amountssamtly being sought by the IRS, potential
future outlays resulting from these matters coddb much as $345 million and could increase witk s described above. In matters wl
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody'’s believes that ulélydtis unlikely that the IRS would retain suchpdicative payments.

Regulation

In the United States, Moody'’s Investors Serwoluntarily registers as an investment adviseien the Investment Advisers Act of 1940,
as amended. Moody’s has also been designated asanally Recognized Statistical Rating OrganizaftNRSRO”) by the U.S. Securities
and Exchange Commission (“SEC"). The SEC first mppthe NRSRO designation in 1975 to companies wlosdit ratings could be used
by broker-dealers for purposes of determining thetrcapital requirements. Since that time, Corgesluding in certain mortgage-related
legislation), the SEC (including in certain of ikgulations under the Securities Act of 1933, asraied, the Securities Exchange Act of 1!
as amended and the Investment Company Act of E8mended) and other governmental and privatebdadive used the ratings of
NRSROs to distinguish between, among other thi‘investment grade” and “non-investment grade” sities:

Over the past several years, U.S. reguland/congressional authorities have questioneduiteghdity of continuing to employ ratings in
federal securities laws; and, if so, the potemtedd for altering the regulatory framework underchihrating agencies operate. Following is a
summary of some recent developments in the U.S.

In February 2005, Moody’s participated ineahing held by the United States Senate Committe®amking, Housing and Urban Affairs
(the “Banking Committee”) on Examining the RoleGxedit Rating Agencies in the Capital Markets. Ruiynareas of inquiry by Senators on
the Banking Committee included (i) potential cactBiof interest affecting credit rating agencied baw those conflicts can be avoided or
properly managed, and (ii) the degree of competiticthe credit ratings industry and how compatitmight be increased. Moody’s written
statement submitted to the Committee can be fomnth@Regulatory Affairpage of the Company’s website at www.moodys.com.

In March 2005, the SEC disclosed that in @ering the oversight of NRSROs, it may pursue lamary compliance and oversight
framework for rating agencies that are designasedRSROs, or it could seek legislative authorityftemal compliance and oversight for
NRSROs. In April 2005, the SEC released for pubimment a Proposed Rule on “Definition of Nationally Recognized Statistical ey
Organization”. The proposed definition of the tdiRSRO is an entity that: (i) issues publicly aviaiéacredit ratings that are current
assessments of the creditworthiness of obligors mispect to specific securities or money markstiments; (ii) is generally accepted in the
financial markets as an issuer of credible anélbédi ratings, including ratings for a particuladustry or geographic segment, by the
predominant users of securities ratings; andygps systematic procedures designed to ensuréleradid reliable ratings, manage potential
conflicts of interest, and prevent the misuse afpublic information, and has sufficient financiasources to ensure compliance with those
procedures. Numerous market participants, inclutiogdy’s, responded to the request for comment. dj&oresponse can be found on the
Regulatory Affairspage of the Company’s website. In addition, in J20@5 the SEC produced technical assistance pursuan
Congressional request, relating to the statutotlgaaity the SEC may need if Congress determingsitimappropriate to create a
comprehensive oversight regime for credit ratingrages.
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In June 2005, U.S. House Representative MidRidzpatrick (R-PA) introduced H.R. 2990, thérédit Rating Agency Duopoly Relief A
of 2005”. In June the House of Representativesai@ial Services Subcommittee on Capital Marketd hdiearing on H.R. 2990, at which
several interested parties testified. The nexissiephe process have not been announced.

At present, Moody'’s is unable to assessik&ithood of any regulatory or legislative chandfest may result from ongoing reviews, nor
the nature and effect of any such regulatory cheinge

Internationally, several regulatory developitséhave occurred:

1) I0SCO

In December 2004, the Technical Committethefinternational Organization of Securities Congioigs (“IOSCO”) published the Code
of Conduct Fundamentals for Credit Rating Agengiles “IOSCO Code”). The IOSCO Code is the proddapproximately two years of
deliberations and market consultation by IOSCO,iandrporates provisions that address three brosaba

 The quality and integrity of the rating proce
* Credit rating agency independence and the avoidaihecenflicts of interest; ant
« Credit rating agency responsibilities to the inirespublic and issuer:

The IOSCO Code is not binding on credit @@gencies. It relies on voluntary compliance amolip disclosure of areas of non-
compliance by credit rating agencies so that uskcsedit ratings can better assess rating ageabg\or and performance. Moody’s
endorsed the IOSCO Code and in June 2005 publish&bde of Professional Conduct (the “Moody’s Cogeirsuant to the IOSCO Code.
The Moody’s Code can be found on Regulatory Affairpage of the Company’s website.

In April 2005, IOSCO held its annual meetindpich included a panel discussion on whether taption of the IOSCO Code by rating
agencies was sufficient or whether such adoptiowishbe supplemented through regulation. John Riutitee Jr., Chief Executive Officer of
Moody’s Corporation at the time of the meeting, \@gsanelist on behalf of Moody’s. His written statnt prepared in connection with the
panel discussion can be found on Regulatory Affairpage of the Company’s website.

2) Committee of European Regulators

In July 2004, the European Commission, agested by the European Parliament, mandated theritea of European Securities
Regulators (“CESR”) to conduct a review of the dreating agency industry and provide the Europ€ammission with advice by April 1,
2005 on the following four general areas:

« potential conflicts of interest within rating agés; such as between advisory services and da#ngractivities;
« transparency of rating agenc methodologies

« legal treatment of rating agenc’ access to inside information; a

« concerns about possible lack of competition inrttaeket for provision of credit rating

In late 2004 CESR published, and in early2@&eived, comments on a consultation documenitahe credit ratings industry, which
addressed areas including: the competitive straattithe industry and competition issues; regismadf credit rating agencies; potential
barriers to entry; potential rules of conduct toe tndustry; and regulatory options to addressetlaesas. Moody's written comments can be
found on theRegulatory Affairpage of the Company’s website. In addition, CESH ha open hearing on these topics, in which Mosdy’
participated. CESR followed these activities withtechnical advice to the European
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Commission in March 2005, in which it offered ther&ean Commission two possible regulatory altéraat

* The European Commission could take a “wait and apptoach, whereby rating agencies that operatesikuropean Market would be
given an opportunity to implement the IOSCO Code mport on their implementation periodically te tmarket; o

» The European Commission could take a “light touggulation approach, whereby it would essentiayutate into legislation the
IOSCO Code

In its discussion, CESR further noted thatrimajority of market participants who commentedrdyCESR’s consultation process, as well
as the majority of European regulatory authorithese indicated a preference for the “wait and sgggroach. The European Commission is
expected to publish and forward to the Europeatid@aent in October 2005 its suggested regulatopr@gch for rating agencies. At present,
Moody’s cannot predict whether voluntary standavdkprevail, or whether regulation or legislatiovill be enacted in the European Union
(the “EU").

3) Market Abuse Directivi

Implementation guidelines proposed by CES&euatthe European Commission’s Market Abuse Directike, absent exemption,
applicable to all participants in the European tdpnarkets. Credit rating agencies are excludeah frontrol under the guidelines. However,
depending on the form in which the implementatiardglines are ultimately adopted by national reguiaor lawmakers, such guidelines
could include controls over credit rating agendaiesome EU countries. If so, the guidelines coaldpng other things, alter rating agencies’
communications with issuers as part of the ratsgigmment process and increase Moody'’s cost ofydmilsiness in Europe and the legal risk
associated with such business.

4) The Basel Committe

In June 2004, the Basel Committee on Ban&agervision published its new capital adequacy éaork (“Basel I1”) to replace its initial
1988 framework. Under Basel Il, ratings assigneddsignated credit rating agencies (called Extebnatlit Assessment Institutions) would
be an alternative available to banks to deterntieectedit risk weights for many of their instituta credit exposures. Such designated rating
agencies could be subject to a broader range a$ig¥e. It is anticipated that Basel Il will be ifemented by national regulatory authorities
by January 2007. The European Commission has dréaeCommittee of European Banking Supervisor&B6”), comprised of European
banking regulators, to advise it on the impleméaedf Basel Il in Europe. In June 2005, CEBS rséghits proposed “Guidelines for a
common approach to the recognition of External €rslsessment Institutions” within the European dnand has requested comments by
September 30, 2005. Moody'’s is in the process\aéveing the proposal and intends to submit comments

At this time Moody’s cannot predict the lotegm impact of Basel Il on the manner in which @@mpany conducts its business. Howe
Moody’s does not currently believe that Basel Ill wiaterially affect its financial position or rdsiof operations.

Finally, Moody'’s is subject to regulationdartain non-U.S. jurisdictions in which it operat8sme regulatory actions outside the United
States are noted below:

1) France

As a consequence of the 2003 French Seautitier,Loi de Sécurité Financiérghe “LSF”), rating agencies operating in Franoe ar
subject to a document retention obligation. Morepthe newly formed French regulatory authoritiAutorité des Marchés Financiers
(“AMF"), is required to publish an annual report the role of rating agencies; their business ethiestransparency of their methods, and the
impact of their activity on issuers and the finahonarkets. Moodys submits responses to questions posed by the AMEdordance with tr
mandate. The AMF released its first report on #iag agency industry in January 2005. It concluitied while there was no evidence of
wrong-doing or inappropriate behavior in the indyst
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and that some sort of regulatory framework at theogean level may be suitable. For that, the AMfeded to the CESR process.

2) Italy

In April 2005, the Italian Parliament passieel EU Law 2004, which is Italy’s implementing lsigition for the EU Market Abuse
Directive. The legislation makes the Market AbuseeEtive applicable to rating agencies in the #alimarket. It requires: (1) the Italian
securities regulatoCommissione Nazionale per la Societa e la BEf€®NSOB”), to recognize and register rating agesdn the Italian
market; (2) recognized rating agencies to adoptimptement the IOSCO Code; and (3) issuers of bamttse Italian market to obtain ratings
from recognized rating agencies. The legislatiauies that CONSOB provide the appropriate regeyadtamework. However, the Italian
Senate attached a resolution to the legislgti@ndine del Giornoyecommending that the Italian Government:

< adopt a contrary position and interpret the legimtato acknowledge the special and different tremit of rating agencies within Italian
regulations for disclosure obligations that willibgplemented by CONSOB; ai

« consider the possibility of recognizing the :regulation and control procedures for rating ageneiready developed in Euro

In May 2005, the CONSOB published for comntléetregulatory framework as required by the im@atation statute for the Market
Abuse Directive. The CONSOB took note of thedine del Giorng and proposed endorsing and adopting the IOSC@ GbGonduct’s self-
regulatory approach vis-a-vis rating agencies. M@®domments on CONSOB'’s proposal can be founcheiRegulatory Affairpage of the
Company’s website.

At present, Moody’s is not able to assedweeithe likelihood of any regulatory changes thaymesult in Italy or the nature and effect of
any such regulatory changes.

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

Forward-Looking Statements

Certain statements contained in this quartepport on Form 10-Q are forward-looking stateraeamtd are based on future expectations,
plans and prospects for the Company’s busines®p@iations that involve a number of risks and uagsiies. Such statements involve
estimates, projections, goals, forecasts, assungéind uncertainties that could cause actual eesutbutcomes to differ materially from thi
contemplated, expressed, projected, anticipatéuglied in the forward-looking statements. Thosgesthents appear at various places
throughout this quarterly report on Form 10-Q, uigithg in the sections entitled “Outlook” and “Caorgéncies” under Item 2. “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations”, commencing at page 25isfgbarterly report on Form 1Q; and
elsewhere in the context of statements contairfiegmords “believe”, “expect”, “anticipate”, “intei\d'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. Weaaaybu not to place undue reliance on

these forward-looking statements. The forward-laglstatements and other information are made #weof
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date of this quarterly report on Form 10-Q, andGloepany undertakes no obligation (nor does inidiye¢o publicly supplement, update or
revise such statements on a going-forward basistheh as a result of subsequent developments, edangpectations or otherwise. In
connection with the “safe harbor” provisions of frévate Securities Litigation Reform Act of 199B8e Company is identifying examples of
factors, risks and uncertainties that could cagsgaaresults to differ, perhaps materially, framoge indicated by these forward-looking
statements. Those factors, risks and uncertaiimadsde, but are not limited to, changes in theuwo of debt and other securities issued in
domestic and/or global capital markets; changéstarest rates and other volatility in the finaherearkets; market perceptions of the utility
and integrity of independent agency ratings; pdssdss of market share through competition; inaicttbn of competing products or
technologies by other companies; pricing pressinoss competitors and/or customers; the potentiadrg@nce of government-sponsored
credit rating agencies; proposed U.S., foreigriesiad local legislation and regulations, includingse relating to Nationally Recognized
Statistical Rating Organizations; possible judiciatisions in various jurisdictions regarding thegss of and potential liabilities of rating
agencies; the possible loss of key employees tesinvent or commercial banks or elsewhere and cetapensation cost pressures; the
outcome of any review by controlling tax authostie the Company’s global tax planning initiativés outcome of those tax and legal
contingencies that relate to Old D&B, its predeoessind their affiliated companies for which thex@any has assumed portions of the
financial responsibility; the outcome of other legetions to which the Company, from time to tinmey be named as a party; the ability of
the Company to successfully integrate the KMV aridW6 businesses; a decline in the demand for crisfimanagement tools by financial
institutions. These factors, risks and uncertaintie well as other risks and uncertainties thatlooause Moody’s actual results to differ
materially from those contemplated, expressedgeptefl, anticipated or implied in the forward-loakstatements are described in greater
detail in the Company’s annual report on Form 18r4 in other filings made by the Company from timéime with the Securities and
Exchange Commission or in materials incorporatediher therein. You should be aware that the cetue of any of these factors, risks
uncertainties may cause the Company’s actual seulliffer materially from those contemplated, egsed, projected, anticipated or implied
in the forward-looking statements, which could haweaterial and adverse effect on the Company’'mbsis, results of operations and
financial condition. New factors may emerge fromdito time, and it is not possible for the Comptmngredict new factors, nor can the
Company assess the potential effect of any newrfacn it.

ltem 3.  Quantitative and Qualitative Disclosures about Marlet Risk

There was no material change in the Compagxp®sure to market risk from December 31, 2003utee 30, 2005. For a discussion of the
Company'’s exposure to market risk, refer to Item TQuantitative and Qualitative Disclosures abouwtriket Risk”, contained in the
Company’s annual report on Form 10-K for the yeatesl December 31, 2004.

Iltem 4. Controls and Procedures

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

In addition, the Company’s management, inicigdhe Company’s Chief Executive Officer and Chi@fancial Officer, has determined
that there were no changes in the Company’s inteordrol over financial reporting that have maa#yi affected, or are reasonably likely to
materially affect, these internal controls oveafigial reporting during the period covered by thjsort.
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PART Il. OTHER INFORMATION

ltem 1. Legal Proceedings

From time to time, Moody'’s is involved in Bdgand tax proceedings, claims and litigation #ratincidental to the Company’s business,
including claims based on ratings assigned by Modyfanagement periodically assesses the Compéiabitities and contingencies in
connection with these matters, based upon thet iafesmation available. For those matters wheie lioth probable that a liability has been
incurred and the probable amount of loss can bsorebly estimated, the Company believes it hagdedoappropriate reserves in the
condensed consolidated financial statements anddieally adjusts these reserves as appropriatether instances, because of the
uncertainties related to both the probable outcantkamount or range of loss, management is unali@ke a reasonable estimate of a
liability, if any. As additional information becoma@vailable, the Company adjusts its assessmedtsstimates of such liabilities according

The discussion of the legal matters undet IP&em 2. “Management’s Discussion and Analyiginancial Condition and Results of
Operations — Contingencies”, commencing at pagef3bis quarterly report on Form 10-Q, is incorgethinto this Item 1 by reference.

Based on its review of the latest informatimailable, in the opinion of management, the wdtieriability of the Company in connection
with the pending legal and tax proceedings, claamd litigation described above will not have a matedverse effect on Moody’s financial
position, results of operations or cash flows, sobjo the contingencies described in Part |, [RefiManagement’s Discussion and Analysis
of Financial Condition and Results of OperationsGentingencies”.

Item 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

MOODY’S PURCHASES OF EQUITY SECURITIES

Total Number of Shares Approximate Dollar Value of
Purchased as Part o Shares that May yet be

Total Number of Average Price Publicly Announced Purchased Under the
Period Shares Purchase( Paid per Share Program Program(1)
April 1-30 422,1142) $40.308¢ 422,00 $530,641,47
May 1-31 66,402(2) $40.484¢ 55,60( 528,389,69
June -30 — — — 528,389,69
Total 488,51« 477,60(

(1) As of the last day of each of the months. CayM4, 2004, the Company announced that its Bdaldrectors had authorized an
additional $600 million share repurchase programictvincludes both special share repurchases astdmagtic share repurchases to
offset shares issued under Mo’s stocl-based compensation plans. There is no establistpgchton date for this authorizatio

(2) Includes the surrender to the Company of ties in April and 10,802 shares in May of commntorlsto satisfy tax withholding
obligations in connection with the vesting of ritd stock issued to employe

Moody’s issued 1.2 million shares of commtotk under employee stock compensation plans din@gecond quarter of 2005. Since
becoming a public company in October 2000 and tindhe second quarter of 2005, Moody'’s has repgath&3.5 million shares at a total
cost of $1.1 billion, including 29.7 million sharesoffset issuances under employee stock plans.

ltem 4.  Submission of Matters to a Vote of Security Holder:

Previously reported in the Company’s FormQ.r the quarter ended March 31, 2005.
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ltem 6. Exhibits
Exhibits

Exhibit No

3

31

32

* Filed herewith

1*

2*

1*

2*

Description

ARTICLES OF INCORPORATION AND B-LAWS

Restated Certificate of Incorporation of the Reagist dated June 15, 1998, as amended effective3lne
1998, as amended effective October 1, 2000, afgrter amended effective April 26, 2005
(incorporated by reference to Exhibit 3.1 to th@&¢eon Form 8-K of the Registrant, file number 1-
14037, filed April 27, 2005

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

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBES-OXLEY ACT OF 2002

Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 200z

Chief Financial Officer Certification Pursuant tecsion 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 Sarbanes-
Oxley Act of 2002. (The Company has furnished tedification and does not intend for it to be
considered filed under the Securities Exchangeofd934 or incorporated by reference into future
filings under the Securities Act of 1933 or the @ées Exchange Act of 1934

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. (The Company has furnished tegification and does not intend for it to be

considered filed under the Securities ExchangeofAd&934 or incorporated by reference into future
filings under the Securities Act of 1933 or the @ées Exchange Act of 1934
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SIGNATURE

Pursuant to the requirements of the Secariichange Act of 1934, the registrant has dulgeduhis report to be signed on its behalf by
the undersigned, thereunto duly authorized.

MOODY’S CORPORATION

By: /s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi
(principal financial officer)

Date: July 29, 2005

By: /s/ JOSEPH MCCABI

Joseph McCab
Vice President and Corporate Controll
(principal accounting officer

Date: July 29, 2005
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EXHIBIT 31.1

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

I, Raymond W. McDaniel, Jr., Chief Executive Offic Moody’s Corporation, certify that:
1. I have reviewed this quarterly report amrir 10-Q of Moody’s Corporation;

2. Based on my knowledge, this report dogésantain any untrue statement of a material factnoit to state a material fact necessary to
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 statets, and other financial information includedhiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officand | are responsible for establishing and maimgidisclosure 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 andemures, or caused such disclosure controls amegures to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principle

¢) Evaluated the effectiveness of the tesyig’'s disclosure controls and procedures andepites in this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibyeport based on such evaluation;

d) Disclosed in this report any changehm itegistrant’s internal control over financial oejing that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotdigbal quarter in the case of an annual repod) tias materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officand | have disclosed, based on our most recent@i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and matémaaknesses in the design or operation of intezaatrol over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b) Any fraud, whether or not material, thatolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, J
Chairman and Chief Executive Offic

July 29, 2005
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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 amrr 10-Q of Moody’s Corporation;

2. Based on my knowledge, this report dogésantain any untrue statement of a material factnoit to state a material fact necessary to
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 statets, and other financial information includedhiis report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officand | are responsible for establishing and maimgidisclosure 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 andemures, or caused such disclosure controls ame@ures to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principle

¢) Evaluated the effectiveness of the tesyig’'s disclosure controls and procedures andepites in this report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibyeport based on such evaluation;

d) Disclosed in this report any changehm itegistrant’s internal control over financial oejing that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotdigbal quarter in the case of an annual repod) tias materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officand | have disclosed, based on our most recent@i@h of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) All significant deficiencies and matémaaknesses in the design or operation of intezaatrol over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b) Any fraud, whether or not material, thatolves management or other employees who haignificant role in the registrant’s
internal control over financial reportin

/s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi

July 29, 2005
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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 ddig’s Corporation (the “Company”) on Form 10-Q fbe period ended June 30, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Raymond W. Mgil, Jr., Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. §@,3&s adopted pursuant to Section 906 of the Basb@xley Act of 2002, that to the best
of my knowledge:

(1) the Report fully complies with the rearirents of section 13(a) or 15(d) of the Securlieshange Act of 1934; ar

(2) the information contained in the Regaitly presents, in all material respects, thafioial condition and results of operations of
the Company

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, J
Chairman and Chief Executive Offic

July 29, 2005
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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 ddig’s Corporation (the “Company”) on Form 10-Q fbe period ended June 30, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Linda S. Hyl@hief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Qdrspted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to the best of my
knowledge:

(1) the Report fully complies with the rearirents of section 13(a) or 15(d) of the Securlieshange Act of 1934; ar

(2) the information contained in the Regaitly presents, in all material respects, thafioial condition and results of operations of
the Company

/s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi

July 29, 2005
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