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PART |
ITEM 1. BUSINESS
Background

As used in this report, except where the conteditates otherwise, the terms “Moody’s” or “Compamgfer to Moody’s Corporation and its
subsidiaries. The Company’s executive offices acatied at 99 Church Street, New York, NY 10007 isitelephone number is (212) 553-
0300.

Prior to September 30, 2000, the Company operaaid of The Dun & Bradstreet Corporation (“Old B&. On September 8, 2000, the
Board of Directors of Old D&B approved a plan tparate into two publicly traded companies — the Gany and The New D&B
Corporation (“New D&B”). On September 30, 2000 gtBistribution Date”), Old D&B distributed to ithareholders all of the outstanding
shares of New D&B common stock (the “2000 Distribnt). New D&B comprised the business of Old D&Bxwin & Bradstreet operating
company (the “D&B Business”Y he remaining business of Old D&B consisted sobélthe business of providing ratings and relatesaect
and credit risk management services (the “MoodyisiBess”) and was renamed “Moody’s Corporation”.

New D&B is the accounting successor to Old D&B, ethivas incorporated under the laws of the Staf@etdware on April 8, 1998. Ol
D&B began operating as an independent publicly-ac@poration on July 1, 1998 as a result of itseeJ80, 1998 spin-off (the “1998
Distribution”) from the corporation now known as.HR Donnelley Corporation” and previously known“ake Dun & Bradstreet
Corporation” (“Donnelley”). Old D&B became the acriing successor to Donnelley at the time of th@81Bistribution.

Prior to the 1998 Distribution, Donnelley was tla@ent holding company for subsidiaries then engagéte businesses currently conducted
by New D&B, Moodys and Donnelley. Prior to November 1, 1996, it alss the parent holding company of subsidiarieslaoting busines
under the names Cognizant Corporation (“Cognizaantt) ACNielsen Corporation (“ACNielsen”). On thattel Donnelley effected a spin-off
of the capital stock of Cognizant and ACNielseits¢stockholders (the “1996 Distribution”). Cognigaubsequently changed its name to
Nielsen Media Research, Inc. in connection witHL 98 spir-off of the capital stock of IMS Health Incorpordt€IMS Health”).

For purposes of governing certain ongoing relatigrs between the Company and New D&B after the 2Di8@ibution and to provide for &
orderly transition, the Company and New D&B entdrgd various agreements including a Distributiogréement, Tax Allocation
Agreement, Employee Benefits Agreement, Sharedsh@ion Services Agreement, Insurance and Risk yEmant Services Agreement,
Data Services Agreement and Transition Servicegément.

Detailed descriptions of the 1996, 1998 and 20Cfrutions are contained in the Company’s 200Quahreport on Form 10-K, filed on
March 15, 2001.

The Company

Moody'’s is a provider of credit ratings, researald analysis covering debt instruments and secsliitti¢he global capital markets and a
provider of quantitative credit assessment seryiceslit training services and credit process saféito banks and other financial institutions.
Founded in 1900, Moody’s employs approximately @,86ople worldwide. Moody’s maintains offices ind@untries and has expanded into
developing markets through joint ventures or affibn agreements with local rating agencies. Mogdyistomers include a wide range of
corporate and governmental issuers of securiti@ge#isas institutional investors, depositors, ctedi, investment banks, commercial banks,
and other financial intermediaries. Moody’s is dependent on a single customer or a few custorsech, that a loss of any one would have a
material adverse effect on its business.

Moody’s operates in two reportable segments: Mosdiyestors Service and Moody’s KMV.

Moody’s Investors Service publishes rating opinionsa broad range of credit obligations issuedoimeistic and international markets,
including various corporate and governmental olikges, structured finance securities and commepagkr programs. It
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also publishes investor-oriented credit researadiyding in-depth research on major debt issuadhjstry studies, special comments and
credit opinion handbooks. Moody’s credit ratingsl @@search help investors analyze the credit asksciated with fixed-income securities.
Such independent credit ratings and research alsiloute to efficiencies in markets for fixécome and other obligations, such as insur
policies and derivative transactions, by providingdible and independent assessments of creditMiskdy’s provides ratings and credit
research on governmental and commercial entitiepjgmoximately 100 countries. Moody'’s global ancréasingly diverse services are
designed to increase market efficiency and mayaediansaction costs. At the end of 2003, Moodgd provided credit ratings and analysis
on more than $30 trillion in debt, covering oveDX®0 securities, including industrial corporatioirsancial institutions, governmental
entities and structured finance issuers with mioa@ tL0,000 corporate relationships and over 750@ic finance obligations issued in the
U.S. market Ratings are disseminated via press releases fouttle through a variety of print and electronicdize including the Internet
and real-time information systems widely used lyusi&es traders and investors.

Beyond credit rating services for issuers, Moogysvides research services, data, and analytis that are utilized by institutional investors
and other credit and capital markets professioh&mdy’s services cover various segments of the dapital markets, and are sold to more
than 3,000 institutions worldwide. Within thesetingions, over 22,000 users accessed Mosdgsearch web site (www.moodys.com) du
calendar year 2003. In addition to these clientsenthan 130,000 other individuals visited Moodyab site to retrieve current ratings and
other information made freely available to the publ

The Moody’s KMV business consists of the combinasdihesses of KMV LLC and KMV Corporation (“KMV”),cguired in April 2002, and
Moody’s Risk Management Services. Moody's KMV ipravider of credit risk management products forksaand investors in credit-
sensitive assets, and serves over 1,500 clientatipgin over 80 countries, including most of therld’s largest financial institutions.
Moody’'s KMV’s quantitative credit analysis toolscinde models that estimate the probability of diefimn over 26,000 publicly traded firms
globally, updated daily. In addition, Moody’s KMVRiskCalc™ models extend the availability of these probaleiitio privately held firms
in many of the world’s economies. Moody’s KMV alsfiers services to value and improve the perforraafaredit-sensitive portfolios.
Other services include credit training and softwanaducts to assist financial institutions in comeor lending activities.

Prospects for Growth

Over the past decade, global public and privatedfimcome markets have grown significantly in teohsutstanding principal amount and
types of securities. While there is potential feripdic cyclical disruption in these developmeiMsody’s believes that the overall trend and
outlook remain favorable for the continued growttcapital market activity worldwide. In additiomet securities being issued in the global
fixed-income markets are becoming more complex. d§oexpects that these trends will provide corgthiong-term demand for high-
quality, independent credit opinions. These phemansge especially apparent in Europe, where ecanant monetary union is driving
increased use of public fixed-income markets fapocate financing activities, and factors suchrasdased adoption and enabling regulation
have driven growth in structured finance issuance.

Technology, such as the Internet, makes informadlmout investment alternatives widely availabl@tighout the world. This technology
facilitates issuers’ ability to place securitiegside their national markets and investors’ capdoitobtain information about securities issued
outside their national markets. Issuers and investee also more readily able to obtain informatibout new financing techniques and new
types of securities that they may wish to purclassell, many of which may be unfamiliar to thenhisTavailability of information promotes
worldwide financial markets and a greater needfedible and globally comparable credit ratings aAgsult, a number of new capital
markets have emerged. In addition, more issuersramdtors are accessing traditional capital market

Another trend that is increasing the size of theldvoapital markets is the ongoing disintermediatid financial systems. Issuers are
increasingly financing in the global public capitaérkets, in addition to, or in substitution fagditional financial intermediaries. Moreover,
financial intermediaries are selling assets inglodal public capital markets, in addition to ostead of retaining those assets. Structured
finance securities markets for many types of adssis developed in many countries and are coninigpiid these trends.
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The complexity of capital market instruments iajsowing. Consequently, assessing the creditafiskuch instruments becomes more of a
challenge for financial intermediaries and assatamgars. In the credit markets, reliable third-paatyngs increasingly supplement or
substitute for traditional in-house research agg#@graphic scope and complexity of financial mexigeow.

Growth in issuance of structured finance securhis been stronger than growth in corporate arhéial institutions issuance, and Moody’s
expects that trend to continue. Growth in struatdieance has reflected increased adoption of &tred finance as an acceptable financing
mechanism, regulatory changes that facilitate #eeaf structured finance, and increases in consdetgrthat forms collateral for structured
securities.

Rating fees paid by debt issuers account for mioteorevenue of Moody’s Investors Service. Themfa substantial portion of Moody’s
revenue is dependent upon the volume and numldglidfsecurities issued in the global capital matkébody’s is therefore affected by the
performance of, and the prospects for, the majatdreconomies and by the fiscal and monetary pesigiursued by their governments.
However, annual fee arrangements with frequent idsbers, and annual fees from commercial papenstium-term note programs, bank
and insurance company financial strength ratinggpai fund ratings, subscription-based researchotimel areas are less dependent on, or
independent of, the volume or number of debt stearissued in the global capital markets.

Moody’s operations are also subject to varioussriskerent in carrying on business internationalych risks include currency fluctuations
and possible nationalization, expropriation, exgfgaand price controls, changes in the availabifitgata from public sector sources, limits
providing information across borders and otherrigste governmental actions. Management belietias the risks of nationalization or
expropriation are reduced because the Companyis bawice is the creation and dissemination afrimfation, rather than the production of
products that require manufacturing facilitiestoe tise of natural resources. Nationalization irfdine of a new government-sponsored
regional or global rating agency also poses atds{oody’s growth prospects. However, managemeligls the risk is reduced because of
the likelihood that substantial investments oveustained period would be required, compared teratgulatory changes under
consideration for the credit rating industry.

Legislative bodies and regulators in both U.S. Batbpe continue to conduct regulatory reviews eflitrrating agencies, which may result in
an increased number of competitors, restrictionsastain business expansion activities or increasstb of doing business for Moody’s. At
present, Moody'’s is unable to assess the natureff@ct any regulatory changes may have on futtwerth opportunities. See “Regulation”
below.

Growth in Moody’s KMV is expected from increasedpton of quantitative credit management techniquesbof integrated risk-
management solutions by financial institutions glbband by corporations managing trade receivaliteseased use of credit models is
expected under the forthcoming revised internatibaak regulatory regime, known as “Basel II". Mg&slKMV also expects to introduce
new products.

Competition

The Moody’s Investors Service business competds etiter credit rating agencies and with investniiamks and brokerage firms that offer
credit opinions and research. Institutional investiso have in-house credit research capabilMesdy’s largest competitor in the global
credit rating business is Standard & Poor’s Rat{{i§&P”), a division of The McGraw-Hill Companiebjc. There are some rating markets,
based on industry, geography and/or instrument fypa&hich Moody’s has made investments and obthimarket positions superior to
S&P’s. In other markets the reverse is true.

Another rating agency competitor of Moody’s is Rita subsidiary of Fimalac S.A. Although Moody'sig®&P are each larger than Fitch,
competition is expected to increase. One or moditiadal significant rating agencies also may emdrgthe United States if the Securities
and Exchange Commission (“SEC”) expands the nurmbBationally Recognized Statistical Rating Orgaians (“NRSRO”). In

February 2003, the SEC designated Dominion Bonth&&ervice, Ltd. of Canada (“DBRS”) a NRSRO. Cotitjmm may also emerge from
niche companies that provide ratings for partictifges of financial products or issuers, such a8.Best Company in the insurance indus
Competition may also emerge in developed marketsdrithe United States over the next few yearssXample, in response to the growt
the European capital markets, and in developindetsr Any such rating agencies that may emergera@give support from local
governments or other institutions.
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Over the last decade, additional rating agencige baen established, primarily in emerging marketsas a result of local capital market
regulation. Regulators worldwide have perceived thedit ratings can further regulatory objectif@sthe development of public fixed-
income securities markets. The result of such egguy} activity has been the creation of a numbearimharily national rating agencies in
various countries. Certain of these regulatoryrésfmmay have the unintended effect of producing &zedible ratings over time. Attempts to
standardize ratings systems or criteria may makathg systems and agencies appear undifferedtiatbscuring variations in the quality of
the ratings providers. In addition, since Moody&diéves that some of its most significant challenged opportunities will arise outside the
United States, it will have to compete with ratagencies that may have a stronger local presengdooger operating history in those
markets.

Financial regulators are reviewing their approachupervision and are seeking comments on changdhe global regulatory framework.
Bank regulators, under the oversight of the Basgh@ittee on Banking Supervision, have proposedgusfined risk assessments as the
basis for minimum capital requirements. The prodd&®ndardized Approach relies on rating agencyiops, while the proposed Internal
Ratings Based Approach relies on systems and meseasaintained by the regulated bank. The increagpdatory focus on credit risk
presents both opportunities and challenges for Mao&lobal demand for credit ratings and risk ngaraent services may rise, but
regulatory actions may result in a greater numbeating agencies and/or additional regulation afddy’s and its competitors. Alternatively,
banking or securities market regulators could $eekduce the use of ratings in regulations, theretucing certain elements of demand for
ratings, or otherwise seek to control the analygsisusiness of rating agencies.

Credit rating agencies such as Moody’s also compéteother means of managing credit risk, suchradit insurance. Competitors that
develop quantitative methodologies for assessiaditrisk also may pose a competitive threat to tom

Moody’s KMV’s main competitors for quantitative nsaes of default risk include the RiskMetrics Grp88P, CreditSights, R&l's
Financial Technology Institute (in Japan), and o#maller vendors. Other firms may compete in thark. Baker Hill, a privately held
company, is Moody’s KMV’s main competitor in theftveare market to assist banks in their commereatling activities. Moody’s KMV'’s
training products have two main competitors: Omiegegormance, a privately held firm; and Risk Mamagat Association (formerly Robert
Morris Associates), a trade association servindittemcial services industry. In addition, Mood{KMV competes with niche training
organizations.

Moody'’s Strategy
Moody'’s intends to focus on the following opportigs.

Expansion in Financial Centers. Moody’s servesltstomers through its global network of offices dodiness affiliations. Moody’s
currently maintains full-service rating and markgtoperations in global financial centers suchrasiurt, Hong Kong, London, Madrid,
Milan, New York, Paris, Singapore and Tokyo. Moadgkpects that its global network will positiodtbenefit from the expansion of
worldwide capital markets and thereby increasemegeMoody’s also expects that the growth of itsolligs Investors Service business as a
consequence of financial market integration under&uropean Monetary Union will continue. Mooslgxpects to continue its expansion |
developing markets either directly or through joiahtures.

New Rating Products. Moo'’s is pursuing numerous initiatives to expand dreatings from public fixed-income securities mask® other
sectors with credit risk exposures. As the loan @apital markets converge, Moodyéxpects to continue to expand its rating covecddpank
loans and project finance loans and securities.dyi@chas a committed effort to extend its credingm franchise to the global bank
counterparty universe through ratings of emergimgket banks, including bank financial strengthngsi Insurance financial strength ratings
in the property and casualty, reinsurance, andrgarance markets represent additional growth dppiies. Moody’s has also introduced
issuer ratings for corporations not active in thbtdmarkets. For company ratings, Moody’s seek®ftinue to add value by providing
greater scope and depth of analysis of issuestketatcompany creditworthiness, including enhadicgddity and cash flow analysis, and
evaluation of accounting, corporate governancersfidransference issues. Moody’s has also intredunutual fund indices and style-based
analytical tools to assist in evaluating fund palitf characteristics and their performance.

Additional Opportunities in Securitization. The aglaging of financial assets has had a profouretetin the fixed-income markets. New
patterns of securitization are expected to emergled next decade. Although the bulk of assetsritezad in the past five years

6




Table of Contents

have been consumer assets owned by banks, comhasséds — principally commercial mortgages, teeaeivables and corporate
obligations — are now increasingly being securdizgecuritization has evolved into a strategic oaate finance tool in North America,
Europe and Japan, and is evolving elsewhere irtierradly. Ongoing global development of non-traalital financial instruments, such as
derivatives, future flow securities, hybrids, ctdiiked bonds and catastrophe bonds should caamtimgupport growth. Moody’s has
introduced new services enabling investors to nootiite performance of their investments in strueduinance, covering asset-backed
finance, commercial mortgage finance, residentiaitgage finance and credit derivatives.

Internet-Enhanced Products and Services. Moodyegpsnding its use of the Internet and other edeatrmedia to enhance client service.
Moody’s website provides the public with instant@ss to ratings, and provides subscribers withitoreskearch. Internet delivery also enables
Moody'’s to provide services to more individualshiit a client organization than paper-based prodamtisto offer higher-value services
because of more timely delivery. Moody’s expects titcess to these applications will increase tclisa of Moody’s services. Moody’s
expects to continue to invest in electronic mediadpitalize on these and other opportunities.

Expansion of Credit Research Products and Investéwalytic Tools. Moody’s plans to continue to ergdts research and analytic products
by producing additional products through internreé&lopment and by acquiring products. Recent ihiga that have been well-received by
clients include new services providing analysislefault rates and default probabilities, on-lineilfées for retrieving current rating
information on demand and risk analytics and pentorce data for several structured finance marloe Moody’s plans to develop
services for other financial markets, such as teafault swaps and equity. Finally, the Companiynigroving its capability to deliver its
research to new customer segments by creating taigreted and customized research offerings anitéyding Moody’s credit analysis and
research for re-distribution by third party prowisle

New Quantitative Credit Assessment Services. M’s will continue to provide banks and other finaldnstitutions with quantitative credit
assessment services. Moody's believes that thérbavincreased demand for such services becaegeetiable customers trading or holding
credit-sensitive assets to produce better perfoomafilso recent proposals by international bankileggry authorities to recognize banks’
internal credit risk management systems for th@ase of determining regulatory capital will encayeadoption of such services. Moody’s
also expects to provide extensions to existingisesvand new services, such as valuations of esediitive assets.

Regulation

Moody'’s Investors Service registers as an investradwiser under the Investment Advisers Act of 130amended. Moody’s has also been
designated as a Nationally Recognized Statistieding Organization (“NRSROQO”) by the SEC. The SEGtfapplied the NRSRO designation
in 1975 to agencies whose credit ratings coulddsel by broker-dealers for purposes of determirieq het capital requirements. Since that
time, Congress (in certain mortgagsated legislation), the SEC (in its regulatiomsier the Securities Act of 1933, as amended, tharBies
Exchange Act of 1934, as amended and the Invest@mmpany Act of 1940, as amended) and other govemtahand private bodies have
used the ratings of NRSROs to distinguish betwasmng other things, “investment grade” and “norestment grade” securities.

Recently, there has been discussion in the U.&rdewy the continued use of ratings for regulafmugposes under federal securities laws, and
the potential need for either greater or lessenlegipn and oversight of credit rating agenciesldnuary 2003, the SEC released a report on
the role and function of credit rating agenciethi@ operation of the securities markets. The repmsidered a number of issues that the SEC
was required to examine under the Sarbanes-OxlepfR2002, and other issues arising from an Sfitated review of credit rating agenci
More specifically, the SEC identified five broacas that deserved further examination:

« Information Flow in the Credit Rating Proce
+ Potential Conflicts of Intere:

» Alleged Anticompetitive or Unfair Practici

* Reducing Potential Regulatory Barriers to Et

« The Appropriate Degree of Regulatory Oversi
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In the report, the SEC further stated that it ideshto publish a Concept Release to solicit comsentissues affecting the role and operation
of credit rating agencies and expected thereaftprdpose rules in response to those commentse§uést to releasing its report, in

February 2003 the SEC designated Dominion BonchB&ervice, Ltd. of Canada as a fourth NRSRO, tegetith Moody's, Standard &
Poor’s and Fitch.

On June 4th the SEC issued its Concept Releaseliegahe credit ratings industry. The Releaseatest many questions first raised in the
Commission’s January 2003 report, and requestelicpedimment on those questions. Questions werepgaunder three broad themes:

« Whether credit rating agencies should continuestaded for regulatory purposes under the fedecalrgies laws"
« If ratings continue to be used in federal seciyitéavs, what should be the process for approvitiggagencies
« If ratings continue to be used in federal seciyitéavs, what should be the nature and extent afsayl?

Numerous market participants, including Mo’s, responded to the call for comment. Moody’s tese can be found on the Company’s
website atvww.moodys.comAt present, Moody’s is unable to assess theilibeld of any regulatory changes that may resuinftbe SEC’s
ongoing review, nor the nature and effect of arghswgulatory changes.

Moody'’s is also subject to regulation in certaimfd.S. jurisdictions in which it operates.

First, as a consequence of the new French Seeculidie, rating agencies operating in France haveadocument retention obligation and
will be required annually to produce and submigart to the newly established French regulatotiiaity on their operation. Secondly,
implementation guidelines proposed by the Commitfdeuropean Securities Regulators (“CESR”), andlémented by the European
Commission (“Commission”) for the Commission’s Marldbuse Directive (“Directive”) are applicabledth participants in the European
capital markets. Credit rating agencies, howevavelbeen explicitly carved out of the Directivetsyisions which address the manner of
production and presentation of research. Howevieenihe Directive is incorporated into individuational legislation, depending on the
form in which the implementation guidelines arérnéttely adopted at the national level, such guiaedicould be interpreted by some
European Union countries to control the functionifigredit rating agencies in their jurisdictiohsb, new regulation may, among other
things, alter rating agencies’ communications wstuers as part of the rating assignment procaesgsinarease Moody’s cost of doing
business in Europe and the legal risk associatédsuich business.

Finally, in February 2004 the European Parliam&pailiament”) adopted resolutions regarding ratiggncies in Europe pursuant to an
internal study and report. The resolutions caltt@Commission to conduct an analysis for regisinatf rating agencies in Europe, and
possible registration criteria. The resolutiongHar ask the Commission and certain other Europeémorities to make specific
recommendations by July 31, 2005 in light of anyter developments or conclusions reached by thar€ial Services Forum, the
International Organization of Securities Commissi¢iOSCQO”), and the U.S. SEC. Also in February 208 Technical Committee of the
IOSCO announced that under the Chairmanship of 8E& Commissioner Roel Campos it would develomh wie contribution of the credit
rating agencies, a code of conduct for credit gaigencies.

The Basel Committee on Banking Supervision is piagaa new capital adequacy framework to replaeefthmework proposed in 1988.
Under this framework as now proposed, ratings assigpy a credit rating agency would be an alteveaivailable to certain banks to
determine the risk weights for many of their crediposures. The Basel Committee’s proposal woudtititionalize ratings of certain rating
agencies as an alternative in the credit measuregpnecesses of internationally active financiatitogions and subject rating agencies to a
broader range of oversight. Because the contahiegbroposal is not yet finalized, Moody’s cannidict at this time the final form of any
such regulation. However, Moody’s does not belitad this proposal, if adopted in its present fowould materially affect Moody’s
Investors Service's financial position or result®perations, or the manner in which it conducsiisiness.

Other legislation and regulation relating to crediing and research services has been considemadifne to time by local, national and
multinational bodies and is likely to be consideirethe future. In certain countries, governmengs/ mprovide financial or other
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support to locally-based rating agencies. In addjtgovernments may from time to time establiskciaff rating agencies or credit ratings
criteria or procedures for evaluating local issudrenacted, any such legislation and regulationla significantly change the competitive
landscape in which Moody’s operates. In additibe, legal status of rating agencies has been a@diégscourts in various decisions and is
likely to be considered and addressed in legalgedings from time to time in the future. Managenwditloody’s cannot predict whether
these or any other proposals will be enacted, titeome of any pending or possible future legal pealings, or the ultimate impact of any
such matters on the competitive position, finanp@ition or results of operations of Moody'’s.

Intellectual Property

Moody’s owns and controls a variety of trade se;rednfidential information, trademarks, trade ngneepyrights, patents and other
intellectual property rights that, in the aggregate of material importance to Moody’s businesaniyement of Moody’s believes that each
of the “Moody’s”, “Moody’s KMV” and “KMV” name andelated names, marks and logos are of material itapoe to Moody’s. Moody is
licensed to use certain technology and other extallal property rights owned and controlled by athand, similarly, other companies are
licensed to use certain technology and other etalll property rights owned and controlled by MgsedMoody’s considers its trademarks,
service marks, databases, software and otherdotedil property to be proprietary, and Moody’saglon a combination of copyright,
trademark, trade secret, patent, non-disclosurecanttact safeguards for protection. In 2002 Mosdgrmed a new subsidiary, MIS Quality
Management Corp., to own, manage, protect, anddie¢he trademarks of Moody’s and its affiliates.

The names of Moody’s products and services refdoéakrein are trademarks, service marks or regidteademarks or service marks owned
by or licensed to Moody’s or one or more of itssdlaries.

Employees
As of December 31, 2003, the number of full-timeigglent employees of Moody’s was approximatelyoP,3
Available Information

Moody'’s investor relations Internet website is Httpmoodys.com/. Under the “SEC Filings” tab laistwebsite, the Company makes
available free of charge its annual reports on FboAK, quarterly reports on Form 10-Q, current répon Form 8-K and amendments to
those reports as soon as reasonably practicaklethdty are filed with the SEC.
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EXECUTIVE OFFICERS OF THE REGISTRANT

Name, Age and Position

Biographical Data

John Rutherfurd, Jr., 64
Chairman and Chief Executive Officer

Jeanne M. Dering, 48
Senior Vice President and Chief Financial Officer

John J. Goggins, 43
Senior Vice President and General Counsel

Raymond W. McDaniel, Jr., 46
Chief Operating Officer, Moody’s Corporation and
President, Moody'’s Investors Service, Inc.

Mr. Rutherfurd has served as Chairman of the Bearcke October 2003 and the
Company'’s Chief Executive Officer since Octobe2Q00 and has been a
member of the Board of Directors since May 30, 2000 Rutherfurd served as
President of Moody’s Corporation from October 20@@Il October 2003 and
President of Moody’s Investors Service, Inc. fraanuary 1998 until

November 2001. Prior thereto, he was the Chief Auftriative Officer fron
1996 until January 1998. Mr. Rutherfurd also seragd/lanaging Director of
Moody’s Holdings Inc. from 1995 until 1996, ands=t as President of
Interactive Data Corporation (“IDC”), a wholly owshsubsidiary of Old D&B,
from 1985 to 1989 and from 1990 until IDC was soydOld D&B in

September 1995. Mr. Rutherfurd is also a directddASD and ICRA Limited,
credit rating agency in Indi

Ms. Dering has served as the Company’s Senior Fiesident and Chief
Financial Officer since October 1, 2000 and hasdwdor management
responsibility for Moody’s Information Technologyayp since January 2004.
Ms. Dering joined Moody’s Investors Service, Inn.1997 as Managing
Director, Finance Officer, and became its Chiefalficial Officer in 1998. Prior
thereto, she spent over 10 years at Old D&B inralver of financial
management positions, including Director of Buddgetinancial Analysis and
Director of Financial Plannin— Acquisitions and New Business Developm

Mr. Goggins has served as the Company’s Senior Riesident and General
Counsel since October 1, 2000. Mr. Goggins joinemtlf/’s Investors Service,
Inc., in February 1999 as Vice President and Asdecbeneral Counsel and
became General Counsel in 2000. Prior theretoghed as counsel at Dow
Jones & Company from 1995 to 1999, where he wamresble for securities,
acquisitions and general corporate matters. Poi@dw Jones, he was an
associate at Cadwalader, Wickersham, & Taft fro®51® 1995, where he
specialized in mergers and acquisitic

Mr. McDaniel has served as Chief Operating OffioeMoody’s Corporation
since January 2004, a member of the Board of Qiredince April 2003 and
President of Moody’s Investors Service, Inc. siNovember 2001.

Mr. McDaniel also served as Executive Vice Presidéithe Company from

April
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Name, Age and Position

Biographical Data

Chester V. A. Murray, 48
Senior Vice President and Chief Human Resourceisél

Douglas M. Woodham, 47
Senior Vice President, Moody’s Corporation and
President, Moody’s KMV

ITEM 2. PROPERTIES

2003 to January 2004 and Senior Vice President fdatober 1, 2000 until
January 2004. He served as Senior Managing Dire@lobal Ratings and
Research, of Moody’s Investors Service, Inc., fidavember 2000 until
November 2001. Prior thereto, he had served as dllag®irector, Internatione
since 1996 and served as Managing Director, Eufop®, 1993 until 1996. He
also served as Associate Director in Moody’s Stett Finance Group from
1989 until 1993, and as Senior Analyst in the Magig Securitization Group
from 1988 to 198¢

Mr. Murray has served as the Company'’s Senior Piasident and Chief
Human Resources Officer since October 2002 anddwagd as Executive Vice
President-International of Moody'’s Investors Sesvsince January 2004. Mr.
Murray served as Senior Managing Director of Moasdyivestors Service, Inc.,
from November 2001 until October 2002; Group MangdDirector-Europe
from 1996 until November 2001; Managing Directotted Financial Institutions
Group from 1993 until 1996; and Associate Diredbthe Financial Institutions
Group from 1990 until 1993. He was a Senior Analgsthe Financial
Institutions Group from 1985 until 1990. Prior tbtr, Mr. Murray was a lending
officer in the Latin American division of Irving Tist Company from 1981 until
1985.

Mr. Woodham has served as the Company’s Senior Riiesident since
October 2001. In January 2003, Mr. Woodham was aigminted President,
Moody’s KMV. Prior to joining Moody’s, he served agnaging director for
EFINANCEWORKS from 2000 to October 2001. Mr. Woodhwas a partner,
member of the Operating Committee and east coasagea for the Business
Technology Office at McKinsey & Company from 19972000. He served as
vice president for Enron from 1994 to 1997 and wasirtner at McKinsey &
Company from 1985 to 1994. Mr. Woodham was an etistaat the Federal
Reserve Bank of New York from 1982 to 19

The executive offices of Moody’s are located at3furch Street, New York, New York, in a 297,000@agufoot property owned by
Moody’s. Moody'’s operations are also conducted fiother U.S. offices and 21 non-U.S. office looasi, all of which are leased. These
other properties are geographically distributeth&et sales and operating requirements worldwides&Ilproperties are generally considered
to be both suitable and adequate to meet currearatipg requirements, and virtually all space indeitilized.
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ITEM 3. LEGAL PROCEEDINGS

From time to time, Moody'’s is involved in legal atak proceedings, claims and litigation that amdantal to the Company’s business,
including claims based on ratings assigned by Modyfanagement periodically assesses the Compéiabitities and contingencies in
connection with these matters, based upon thet lafesmation available. For those matters wheeeptobable amount of loss can be
reasonably estimated, the Company believes itdasded appropriate reserves in the consolidateahdial statements. In other instances,
because of the uncertainties related to both tblegirle outcome and amount or range of loss, managdmunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjusesiessments and estimates of such
liabilities accordingly.

The discussion of the litigation under the headlregacy Contingencies” under Item 7. “ManagemebBiiscussion and Analysis of Financial
Condition and Results of Operations”, commencingaate 30 of this annual report on Form 10-K, i®iporated into this Item 3 by
reference.

Based on its review of the latest information aalali, in the opinion of management, the ultimaibility of the Company in connection with
pending legal and tax proceedings, claims andhlitign will not have a material adverse effect onoligs financial position, results of
operations or cash flows, subject to the contingesndescribed below and in Part Il, Item 7. “Mamagat’s Discussion and Analysis of
Financial Condition and Results of Operations - tCm@ncies”.

L’Association Francaise des Porteurs d’ Emprunts Res

On June 20, 2001 a summons was served in an drboght by L’Association Francaise des PorteurSrdprunts Russes (“AFPER&pains
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ikea. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrenttp the 1917 Bolshevik Revolution, makes clamgginst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in thetings of Russia and Russian debt since 1996. AF&llEBes that, by failin
to take into account the post-Revolutionary repiimiiaof pre-Revolutionary Czarist debt by the Sogevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegatgencies enabled the Russian Federation to mesu@ebt without repaying the old
obligations of the Czarist government. Allegingnjoand several liability, AFPER seeks damages ob B8 billion (approximately U.S.
$3.5 billion as of December 31, 2003) plus legatsoMoody’s believes the allegations lack leggbatual merit and intends to vigorously
contest the action. As such, no amount in respatiimatter has been accrued in the financiaéstants of the Company. However, if the
plaintiffs in this action were to prevail, then thetcome of this matter could have a material agb/effect on Moody'’s financial position,
results of operations and cash flows. The casdéas fully briefed, oral argument was heard befioeeCourt on January 20, 2004, and the
Court announced that judgment would be renderefipoih 6, 2004.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

During the fourth quarter of the fiscal year coveby this annual report on Form 10-K, no matter sasmitted to a vote of Security Holders.
PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED SHAREHOLDER MATTERS

Information in response to this Item is set fontider the captions “Common Stock Information” andviBends” in Item 7 of this annual
report on Form 10-K.
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ITEM 6. SELECTED FINANCIAL DATA

The Company’s selected consolidated financial datald be read in conjunction with Item 7. “Manage’s Discussion and Analysis of
Financial Condition and Results of Operations” #relMoody’s Corporation consolidated financial stagénts and notes thereto.

The Company’s consolidated financial statementpersented as if the Company were a separate &mtial periods presented. Through
September 30, 2000, the Distribution Date, Moo@¥penses included allocations of costs from Old Ci&Bemployee benefits, centralized
services and other corporate overhead. Expensseddb these services were allocated to Maobgsed on utilization of specific services
where such an estimate could not be determineeédb@s Moody’s revenue in proportion to Old D&B’sabrevenue. Although management
believes these expense allocations are reasonladleare not necessarily indicative of the cosa$ wWould have been incurred if the Compi
had performed or obtained these services as aatepartity. The allocations included in expenseabténconsolidated statements of operations
were $13.3 million in 2000 and $17.2 million in BT here were no such allocations subsequent tBidtabution Date. The financial data
included herein may not necessarily reflect thelte®f operations and financial position of Moaslyn the future or what they would have
been had it been a separate entity.

Year Ended December 31,

amounts in millions, except per share data 2003 2002 2001 2000 1999

Results of operations (3

Revenue $1,246.¢ $1,023.: $796.7 $602.: $564.2
Expense! 583.t 485.2 398.2 313.¢ 293.¢
Operating incom: 663.1 538.1 398.t 288.t 270.
Non-operating (expense) income, net (1) (6.7) (20.7) (16.€) (4.5 8.5
Income before provision for income tay 656.4 517.¢ 381.¢ 284.( 278.¢
Provision for income taxe 292.F 228.% 169.7 125.5 123.c
Net income $ 363.¢ $ 288.¢ $212.c  $158.  $155.€

| | | | |

Earnings per share (1)

Basic $ 244 $ 1.8¢ $ 1.3t $ 0.9¢ $ 0.9¢
Diluted $ 23¢ $ 18: $132 $097 $0.9
| | | | |

Weighted average shares outstandin
Basic 148.¢ 153.¢ 157.€ 161.% 162.:
Diluted 152.2 157.5 160.2 163.C 164.:
| | | | |
Dividends declared per share $ 0.18 $ 0.18( $0.18C $0.048 $ —
| | | | |

As of December 31,

2003 2002 2001 2000 1999
Balance sheet data
Total asset $941.¢ $ 630.¢ $ 505.¢ $ 398.c $ 274.¢
Long-term debt $300.( $ 300.( $ 300.( $ 300.( —
Shareholder equity $(32.]) $(327.0) $(304.)) $(282.5) $(223.7)

(1) Included in 1999 non-operating (expense) incameejs a pre-tax gain of $9.2 million ($0.03 pesibaand diluted share) related to the
Financial Information Service"FIS”) business that was sold in July 19

(2) Non-operating (expense) income, net includes $23.bamjl$23.5 million, $22.9 million and $5.8 millipm 2003, 2002, 2001 and
2000 respectively, of interest expense that prailtipelates to the Company’s $300 million of nopagyable issued in October 2000.
Interest expense was immaterial in 1999. The 2003uat also includes a gain of $13.6 million on @surance recovery related to the

September 1" tragedy.

(3) The 2002 results of operations include revenug4@t1 million, expenses of $42.8 million and aemying loss of $0.7 million related
to KMV, which was acquired in April 200;
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis of financial conditol results of operations should be read in catijom with the Moody’s Corporation
consolidated financial statements and notes thémetaded elsewhere in this annual report on FodaiK1

Certain of the statements below are forward-loolstagements within the meaning of the Private SeesiLitigation Reform Act of 1995. In
addition, any projections of future results of gggms and cash flows are subject to substantizni@inty. See “Forward-Looking
Statements” on page 37 and “Additional Factors Mhay Affect Future Results” on page 27.

The Company

Except where otherwise indicated, the terms “Moetighd the “Company” refer to Moody’s Corporatiarddts subsidiaries. Moody’s is a
provider of credit ratings, research and analysi®tng debt instruments and securities in the @lehpital markets and a provider of
guantitative credit assessment services, credliitigaservices and credit process software to bankisother financial institutions. Moody’s
operates in two reportable segments: Moody'’s Irresservice and Moody’s KMV.

Moody’s Investors Service publishes rating opinionsa broad range of credit obligations issuedoimeistic and international markets,
including various corporate and governmental oliliges, structured finance securities and commepagpkr programs, as well as rating
opinions on issuers of credit obligations. It giedlishes investor-oriented credit research, inolwéh-depth research on major issuers,
industry studies, special comments and credit opihiandbooks.

The Moody’s KMV business consists of the combinadibesses of KMV LLC and KMV Corporation (“KMV”),cguired in April 2002, and
Moody’s Risk Management Services. Moody's KMV deys and distributes quantitative credit assessprenicts and services for banks
and investors in credit-sensitive assets, credlitiimg services and credit process software.

The Company operated as part of The Dun & Brads@eeporation (“Old D&B”) until September 30, 20Q®e “Distribution Date”), when
Old D&B separated into two publicly traded companie Moody’s Corporation and The New D&B Corporat{tNew D&B"). At that time,
Old D&B distributed to its shareholders shares efM\D&B stock. New D&B comprised the business of ORIB’s Dun & Bradstreet
operating company (the “D&B Business”). The remadgnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management serftite “Moody’s Business”) and was renamed “Moodytsporation”. The method by
which Old D&B distributed to its shareholders itmses of New D&B stock is hereinafter referred gdtee “2000 Distribution”.

Critical Accounting Estimates

Moody'’s discussion and analysis of its financiahdition and results of operations are based oi€thrapany’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 atamirassets, 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. The followamgrounting estimates are considered critical becthesy are particularly dependent on
management’s judgment about matters that are @icext the time the accounting estimates are madelaanges to those estimates could
have a material impact on the Company’s consolitiegsults of operations or financial condition.

Revenue Recognitio

In recognizing revenue related to ratings, Moodses judgments to allocate billed revenue betwatimgs and the future monitoring of
ratings in cases where the Company does not cluag@ng monitoring fees for a particular issuere3é judgments are not dependent on the
outcome of future uncertainties, but rather refatallocating revenue across accounting periodsutm
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cases, the Company defers portions of rating fesswill be attributed to future monitoring acties and recognizes the deferred revenue
ratably over the estimated monitoring periods.

The portion of the revenue to be deferred is detexchbased on annual monitoring fees charged foitagi securities or issuers and the level
of monitoring effort required for a type of securir issuer. The estimated monitoring period ovbiciv the deferred revenue will be
recognized is determined based on factors sudheasequency of issuance by the issuers and the ¥ the rated securities. Currently, the
estimated monitoring periods range from three moyears. At December 31, 2003 and 2002, defernezhree included approximately

$26 million and $20 million, respectively, relatedsuch deferred monitoring fees.

Moody'’s estimates revenue for ratings of commenégder for which, in addition to a fixed annual ntoring fee, issuers are billed quarterly
based on amounts outstanding. Related revenuernseateach quarter based on estimated amountsuaditsg, and is billed subsequently
when actual data is available. The estimate isrohéted based on the issuers’ most recent reportadeyly data. At December 31, 2003 and
2002, accounts receivable included approximate/iftlion and $22 million, respectively, of accruesmmercial paper revenue.
Historically, the Company has not had materialat#hces between the estimated revenue and thé hitlings.

Accounts Receivable Allowanc

Moody'’s records as reductions of revenue provisfongstimated future adjustments to customerrgjiibased on historical experience and
current conditions. Such provisions are reflecteddditions to the accounts receivable allowancgugiments to and write-offs of accounts
receivable are charged against the allowance. Meadjaluates its accounts receivable by reviewimdj@ssessing historical collection
experience and the current status of customer ateoMoody’s also considers the economic envirortroéthe customers, both from a
marketplace and geographic perspective, in evalgatie need for allowances. Based on its reviewmdy's establishes or adjusts
allowances for specific customers and the accaectsivable balance as a whole, as considered apgepr his process involves a high
degree of judgment and estimation and frequentiglires significant dollar amounts. Accordingly, Miyos results of operations can be
affected by adjustments to the allowance. Managéimgieves that the allowance for uncollectibleaots is adequate to cover anticipated
adjustments and write-offs under current condititt@wvever, significant changes in any of the abowted factors, or actual write-offs or
adjustments that differ from the estimated amours|d result in allowances that are greater a lean Moody’s estimates. In each of 2003
and 2002, the Company reduced its provision ratdsta allowances to reflect its current estimdtthe appropriate level of accounts
receivable allowance.

Contingencies

Accounting for contingencies, including those matiescribed in the “Contingencies” section of thesnagement’s discussion and analysis,
requires the use of judgments and estimates irssisgetheir magnitude and likely outcome. In maages, the outcomes of such matters will
be determined by third parties, including governtakor judicial bodies. The provisions made in thasolidated financial statements, as
as the related disclosures, represent manageniast®stimates of the current status of such nsadtet their potential outcome based on a
review of the facts and in consultation with ousidgal counsel where deemed appropri&ier the year ended December 31, 2003, the
provision for income taxes reflected an increas®l@.2 million in reserves for legacy income tap@sures that were assumed by Moady'
connection with its separation from The Dun & Bitaglst Corporation in October 2000. These tax mates discussed under “Legacy Tax
Matters” below. Since the potential exposure onyrafrthese matters is material, and it is posditde these matters could be resolved in
amounts that are greater than the Company havegkeheir resolution could have a material effatMoody’s future reported results and
financial position. In addition, potential cashlays related to the resolution of these exposusegide material.

Goodwill

Moody'’s evaluates its goodwill for impairment antyar more frequently if impairment indicators seiin accordance with Statement of
Financial Accounting Standards (“SFAS”) No. 142 o@awill and Other Intangible Assets”. Moody’s godlilwalance is material

($126.4 million at December 31, 2003), and the waibn of goodwill requires that the Company makpartant assumptions and judgments
about future operating results and cash flows dsagd¢erminal values and discount rates. In edtimgduture operating results and cash
flows, Moody’s considers internal budgets and etyiat plans, expected long term growth rates, aactfects of external factors and market
conditions. If actual future operating results aadh flows or external conditions differ from
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the Company’s judgments, or if changes in assumeninal values or discount rates are made, an inmgait charge may be necessary to
reduce the carrying value of goodwill, which chacgeld be material to the Company’s financial positand results of operations.

Pension and Other Po-Retirement Benefits

The expenses, assets, liabilities and obligatibasMoody’s reports for pension and other posteatient benefits are dependent on many
assumptions concerning the outcome of future evamdscircumstances. These assumptions includetioaving:

« Future compensation increases, based on the Cor's lon¢-term actual experience and future outlc
 Discount rates, based on current yields on higderporate lor-term bonds

« Long-term return on pension plan assets, baseldeoaexpected future average annual return for eegbr asset class within the plan’s
portfolio (which is principally comprised of equind fixe-income investments

In determining such assumptions, the Company ctswiith outside actuaries and other advisors wHeesmed appropriate. In accordance
with relevant accounting standards, if actual rssdiffer from the Company’s assumptions, suchedéfices are deferred and amortized over
the estimated future working life of the plan paigants. While the Company believes that the assomgpused in its calculations are
reasonable, differences in actual experience angdmin assumptions could have a significant effadhe expenses, assets and liabilities
related to the Company’s pension and other postneent benefits.

The table below shows the estimated effect thateapercentage point increase in each of these asisms would have had on Moody’s pre-
tax expense in 2003 (dollars in millions):

Estimated Impact on Pre-

Assumption Used for tax Expense in 2003

2003 (decrease)/increase
Discount Rate 6.75% ($2.5)
Weighted Average Assumed Compensation Growth 3.91% $1.C
Assumed Lon-Term Rate of Return on Pension Ass 8.1(% ($1.0)

Stock-Based Compensation

On January 1, 2003, the Company adopted, on agetep basis, the fair value method of accountargstock-based compensation under the
provisions of SFAS No. 123, “Accounting for Stockd®d Compensation”, as amended by SFAS No. 14&0uxding for Stock-Based
Compensation - Transition and Disclosure - an ammemd of FASB Statement No. 123”. Therefore, empdostck options granted on and
after January 1, 2003 are being expensed by thep&@ayrover the option vesting period, based on stienated fair value of the option award
on the date of grant. The estimated fair valuaiswated based on a Black-Scholes option pricindehusing assumptions and estimates tha
the Company believes are reasonable. Some of suengions and estimates, such as share pricelitglatid expected option holding

period, are based in part on Moody’s experiencérduhe period since becoming a public companygctvig limited. The use of different
assumptions and estimates in the Bl&dkoles option pricing model could produce matgrigifferent estimated fair values for option aws
and related expense to be recognized over theropdisting period.
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An increase in the following assumptions would hbad the following estimated effect on pre-tax egeein 2003 (dollars in millions):

Estimated Impact on
Assumption Used for ~ Amount of Increase in  Pre-tax Expense in 2003

2003 Assumption (decrease)/increase
Expected Dividend Yiels 0.41% 0.1(% ($0.2)
Expected Share Price Volatili 30% 5% $1.2
Expected Option Holding Peric 5.0 years 1.0 yeat $1.1

Other Estimates

In addition, there are other accounting estimatésinvMoody’s consolidated financial statementgluding recoverability of deferred tax
assets, anticipated distributions from non-U.Ssaliliries, realizability of long-lived and intanggtassets and valuation of investments in
affiliates. Management believes the current assiom@t&nd other considerations used to estimate arnoeflected in Moody’s consolidated
financial statements are appropriate. Howevertifia experience differs from the assumptions ahdraconsiderations used in estimating
amounts reflected in Moody’s consolidated finanstatements, the resulting changes could have erialaadverse effect on Moody's
consolidated results of operations or financialditon.

See Note 2 to the Company’s consolidated finarst&ements for further information on key accounfolicies that impact Moody’s.
Operating Segments

Prior to 2002, the Company operated in one replerfalisiness segment — Ratings, which accounteapjproximately 90% of the Company’s
total revenue. With the April 2002 acquisition dfiK and its combination with Moody’s Risk Managem&grvices to form Moody’s KMV,
Moody’s now operates in two reportable businessnggrs: Moody’s Investors Service and Moody’s KM\ecardingly, in the second
quarter of 2002, the Company restated its segmémtmnation for corresponding prior periods to canfdo the current presentation. In
discussing periods prior to 2002, the Moody’s KMagment is referred to as Moody’s Risk Managementi&ss (“MRMS”), the predecess
business. In order to provide additional informatielating to Moody’s operating results, the disbos below includes information analyzing
operating results as if the acquisition of KMV Haekn consummated as of January 1, 2002. This iatiwmis presented in a manner
consistent with Statement of Financial Accountitgn8ards (“SFAS”) No. 141, “Business Combinatior@tl is described in more detail in
Note 5 to the consolidated financial stateme

The Moody'’s Investors Service business consisfewfrating groups — structured finance, corpofatance, financial institutions and
sovereign risk, and public finance — that generavenue principally from the assignment of crediings on fixedncome instruments in tt
debt markets, and research, which primarily gersragvenue from the sale of investor-oriented tredearch, principally produced by the
rating groups. Given the dominance of Moody'’s Inwes Service to Moody’s overall results, the Compdoes 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.

The Moody’s KMV business develops and distributeardgitative credit assessment products and serfocdsmnks and investors in credit-
sensitive assets, credit training services andtopeacess software.

Certain prior year amounts have been reclassifiebtform to the current presentation.
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Results of Operations

Year Ended December 31, 2003 Compared With Year Erdl December 31, 2002
Total Company Results

Moody’s revenue for 2003 was $1,246.6 million, an inaezs$223.3 million or 21.8% from $1,023.3 millionthe prior year. Assuming tt
Moody’s had acquired KMV on January 1, 2002, Moady'o forma 2002 revenue would have been $1,038liémand year-to-year pro
forma growth in 2003 would have been 20.1%. Moodyreng revenue growth was achieved despite exjpatsaearly in the year that the
Company would encounter a difficult macroecononmid eapital markets environment. The Company beswfiom better-than-expected
revenue in a number of U.S. ratings sectors, instudesidential mortgage-backed securities, honuityetpan securitizations and the high
yield segment of the corporate bond market, aneh fstrong corporate issuance in Europe in the sebalidf the year. Mooc's research
business produced very strong results and Moodi¥/talso generated good growth. In addition, foretgimrency translation accounted for
approximately 200 basis points of reported revegrogith.

Revenue in the United States was $795.3 millior2fi33, an increase of $114.5 million or 16.8% fi®®80.8 million in 2002. Assuming that
Moody’s had acquired KMV on January 1, 2002, praorfa United States revenue for 2002 would have B688.4 million and year-to-year
pro forma growth would have been 15.5%. Strong ¢nomas achieved within Moody’s Investors Serviegl by structured finance, corporate
finance and research.

Moody'’s international revenue was $451.3 million in 2G@8jncrease of $108.8 million or 31.8% over $34Rillion in 2002. Assuming thi
Moody’s had acquired KMV on January 1, 2002, prarfa international revenue for 2002 would have #%50.0 million and year-to-year
pro forma growth would have been 28.9%. Growth dragen by strong performance in Europe and sewatalr regions, and foreign
currency translation accounted for approximatel§ B&sis points of reported revenue growth. Intéonat revenue accounted for 36% of
Moody'’s total revenue in 2003, compared with 33%hia prior year.

Overall, Moody’s expenses of $550.9 million in 2008re $90.3 million or 19.6% greater than $460.Bioni in 2002. Compensation and
benefits continues to be Moody’s largest expenssyunting for approximately two-thirds of total exses in 2003 and 2002. Moody'’s
increased its overall staffing by almost 200 peppte9%, during 2003 to support continued growtkhie business. The table below shows
Moody'’s staffing at year-end 2003 compared withryerad 2002.

December 31, 2003 December 31, 2002

United States International  Total United States International Total

Moody's Investors Servic 1,25¢ 65¢ 1,912 1,171 60¢€ 1,77
Moody' s KMV 31¢€ 69 387 27¢€ 57 33z
Total 1,57¢ 724 2,30(¢ 1,447 662 2,11C

Operating expenses were $347.3 million in 2003narease of $62.0 million or 21.7% from $285.3 raillin 2002. Assuming that Moody’s
had owned KMV for all of 2002, pro forma operatiexpenses would have been $290.1 million in 2008 yaar-to-year growth would have
been $57.2 million or 19.7%. The largest contribtitothis increase was growth in compensation arefits expense of $48 million. This
reflected compensation increases as well as inedestaffing in Europe, the global structured firmbasiness, the specialist teams that
support Moody’s enhanced analysis initiative, anNi/. The year-to-year operating expense increase @flected $8 million related to the
Company’s change in accounting for stock-based emsgtion, mainly for options granted in Februar§20

Selling, general and administrative (“SG&A") expeasvere $203.6 million in 2003, an increase of $28illion or 16.1% from

$175.3 million in 2002. Assuming that Moody’s hadned KMV for all of 2002, pro forma SG&A expensesuld have been $183.1 million
in 2002, and year-to-year growth would have beéhSillion or 11.2%. Year-to-year expense increaseluded higher professional fees of
$4 million, mainly for legal costs, increased comgetion and benefits of approximately $4 milliord dmgher rent and occupancy costs to
support business expansion, and $2 million reltdetle Company’s change in accounting for stoclebammpensation, mainly for options
granted in February 2003.
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Depreciation and amortization expense increas&3206 million in 2003 from $24.6 million in 2002 nfortization of acquired software and
intangible assets related to the KMV acquisitiors $8.8 million in 2003 compared with $6.3 million2002. If the acquisition of KMV had
been completed as of January 1, 2002, pro formeediggion and amortization would have been $27Iianiin 2002 and the pro forma year-
to-year increase would have been $4.9 million. Tiisease was principally related to computer harévwand software placed into service
during 2003.

Operating income of $663.1 million in 2003 rose 02million or 23.2% from $538.1 million in 2002hiE increase was primarily the result
of the revenue growth mentioned above. The streogtbreign currencies, especially the Euro, rekato the U.S. dollar accounted for
approximately 150 basis points of reported opegaticome growth. Moody’s operating margin for 2Q@8s 53.2% compared to 52.6% in
2002. The increase reflected the strong growtlewemue in the Moody'’s Investors Service businesisout a proportional increase in
expenses. Partially offsetting this impact wer@:gibwth in Moody’s KMV revenue at a lower incrent@mmargin than the Moodg’'Investor
Service business; and (2) 2003 expense of $10lbmiklated to stock-based compensation with nmterpart in 2002.

Interest and other non-operating expense, net @asrillion in 2003 compared with $20.7 million2002. The 2003 amount included a gain
of $13.6 million on an insurance recovery relatethe September 11th tragedy, as discussed in Note the consolidated financial
statements. Interest expense was $23.5 millio®@82nd 2002. The amounts in both periods incl&&48 million of interest expense on
Moody’s $300 million of private placement debt.drgst income was $1.7 million in 2003, down from33aillion in 2002 despite higher
invested cash, due to lower U.S. interest rat@908 compared to 2002. Foreign exchange gains $&2million in 2003 and $0.3 million
2002.

Moody's effective tax rate was 44.6% in 2003 coregano 44.2% in 2002. The 2003 effective tax ratduided the impact of a $16.2 million
increase in reserves related to legacy incomexpasires that were assumed by Moody's in connegtitnits separation from The Dun &
Bradstreet Corporation in October, 2000 (see Cgetigies — Legacy Tax Matters, below). This itenpaoted for a 250 basis point increase
in the effective rate in 2003. This increase wasigy offset by the favorable impacts of continugperating growth in jurisdictions with
lower tax rates than New York and tax benefits fitbm establishment of a New York captive insurasm®pany during 2002.

Net income was $363.9 million in 2003, an increafs$75.0 million or 26.0% from $288.9 million in @R. Earnings per share were $2
basic and $2.39 diluted in 2003, compared with &ba&sic and $1.83 diluted in 2002.

Segment Results
Moody'’s Investors Service

Revenue at Moody’s Investors Service for 2003 wiad 3.7 million, up $192.9 million or 20.5% from4828 million in 2002. Good growth
was achieved in a number of ratings sectors asaset research. Foreign currency translation ateolfor approximately 225 basis point:
reported revenue growth. Price increases alsoibordd to year-to-year growth in reported revenue.

Structured finance revenue was $460.6 million @2 an increase of $76.3 million or 19.9% from 438million in 2002. Approximately
$48 million of this increase was in United Statganue, which grew in the mid-teens percent raagé $28 million was in international,
which grew in the low twenty percent range. In thréted States, the residential mortgage sectorritariéd $15 million of revenue growth,
low interest rates drove strong refinancing agtiiRefinancing activity has slowed significantlyrecent months, and Moody’s expects a
decline in this sector in 2004 as discussed betdwad growth was also achieved in revenue from gatof asset backed securities, reflecting
yearto-year growth of about 10% in issuance volumaestigularly student loans, and higher average priiee to more complex transactions.
Revenue from ratings of credit derivatives alsongyear-to-year. Outside the United States, Europtauctured finance was the main growth
driver, contributing $24 million of year-to-yeanvenue growth. This principally reflected growthcollateralized debt obligations and
residential mortgage backed securities. Foreigreogy translation and price increases also cort&ibto year-to-year growth in global
structured finance revenue.

Corporate finance revenue was $278.8 million in@@ $51.1 million or 22.4% from $227.7 million2002. Revenue grew by $27 million
in the United States, where the number of spec@afiade issues rose significantly year-to-yeartduefinancings and new issuers. In
addition, the number of investment grade issuaraesactions increased nearly 10% year-to-year @dtinalollar issuance
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declined. U.S. revenue growth was also derived faoeas not related to public debt issuance sushraticated bank loan ratings and
relationship-based fees. In Europe, revenue gre®lBymillion year-to-year. The dollar volume ofussice was up nearly 40% due primarily
to refinancing activity, as spreads tightened aewd issuers accessed the market. Price increasesaltributed to year-to-year growth in
global corporate finance revenue.

Revenue in the financial institutions and sovereigk group was $181.2 million for 2003, an increa$ $26.2 million or 16.9% from
$155.0 million for 2002. The year-to-year growthsvedmost wholly due to Europe, where revenue gr@xtteeded 40%. This reflected a
substantial year-tgear increase in issuance and the addition of ssuers. In the U.S., revenue was flat versus s{pdongyear comparison
Price increases also contributed to global findnngitutions revenue growth over the prior yearipd.

Public finance revenue of $87.2 million for 2003sxg $6.0 million or 7.4% from $81.2 million in 2ZBMollar issuance in the municipal
bond market grew 5% versus 2002, but issuanceasf-tsrm notes declined year-to-year. Refinanciegsesented 34% of total dollar
issuance in 2003 versus 33% in 2002. Moody’s expibett public finance issuance and revenue willideén 2004, as discussed below.

Research revenue increased $33.3 million or 3566$4.26.9 million for 2003, compared with $93.6 ioifl for 2002. Revenue grew by
$18 million in the U.S. and $13 million in Europkhe strong performance was driven by growth inngteg of Moody’s information to
financial customers for internal use and redistidny sales of new products to existing clients aad clients. Foreign currency translation
also contributed to year-to-year growth in repor@eenue.

Moody’s Investors Service operating, selling, gahand administrative expenses, including corpoeagenses, were $462.2 million in 2003,
an increase of $76.5 million or 19.8% from $385illiom in 2002. Compensation and benefits experapanted for $52 million of the total
expense growth. This reflected compensation ineeand staffing growth in Europe and the globaicstred finance business as well as the
specialist teams that support Moody’s enhancedyaisahitiative. Despite the increase in staffimgentive compensation decreased slightly
yeal-to-year due to lower growth in the Company’s ofirgaresults in 2003 compared with 2002. Other steayear expense increases
included: $9 million related to the Company’s chamgaccounting for stock-based compensation (méamloptions granted in February
2003); $7 million for increased professional faesjnly for legal fees and technology consultingtspand $4 million related to rent,
occupancy and travel related costs in connectidin ldsiness expansion. Foreign currency translaiem contributed to year-to-year growth
in reported expenses. Depreciation and amortizatipense was $15.4 million in 2003 versus $12.#aniin 2002. The year-tgear increas

of $2.7 million principally related to computer darare and software placed into service during 2003.

Moody's Investors Service operating income of $&5iillion in 2003 was up $113.7 million or 20.9%ifn $543.4 million in 2002.

Moody’'s KMV

The following table shows Moody’s KMV reported résifor 2003 compared with the reported result2fa@2 (the “reported comparisons”),
and compared with 2002 on a pro forma basis predead if Moody’s had acquired KMV on January 1,208e “pro forma comparisons”),
in a manner consistent with SFAS No. 141 and abduidescribed in Note 5 to the consolidated fiferatatements. The discussion of
MKMV results of operations that follows is basedtba pro forma comparisons.

Reported Comparisons Pro Forma Comparisons
2003 Variance to 2002 2003 Variance to 2002
(dollars in millions) 2003 2002 $ % 2002 $ %

Revenue $111.¢ $81.t $30.4 37.2% $96.€ $15.2 15.&8%

Operating expenst 88.7 74.¢ 13.¢ 18.2% 87.t 1.2 1.4%

Depreciation and amortizatic 17.2 11.¢ 5.3 44.5% 15.C 2.2 14.7%
Operating income (los: $ 6.C ($5.9 $11.2 ($5.9 $11.¢
I | | | |
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MKMV'’s pro forma year-to-year revenue increase @92 principally reflected $12 million of growth gubscription revenue from credit risk
assessment products, including Credit Edje RiskCalc™ , and Portfolio Manage™ . Revenue from license fees and maintenance relatec
to credit decisioning software grew $2 million y¢asyear.

Operating, selling, general and administrative egpgs in 2003 increased slightly compared to pnm#02002 expenses. Compensation and
benefits expense was flat year to year. The impeEfatempensation increases and higher staffingippsrt the continued growth of the
business were offset by lower expenses for incertdmpensation due to below target operating padoce in 2003 whereas performance
was above target in 2002. Commission expense fiat plarty distributors declined due to lower sdlesn this source in 2003. Expenses in
2003 included $1 million related to the Companyiamge in accounting for stodlased compensation, mainly for options granteceiorfary
2003. Pro forma depreciation and amortization egpenflected $8.8 million of amortization of acgaiKMV software and intangible assets
in each period. The pro forma year-to-year incréaskepreciation and amortization expense was pifyndue to increased amortization of
capitalized software development costs.

Year Ended December 31, 2002 Compared With Year Erdl December 31, 2001
Total Company Results

Moody’s revenue for 2002 was $1,023.3 million, acréase of $226.6 million or 28.4% from $796.7 iwillin the prior year. The Compaisy’
revenue performance reflected strong gains in aoeumf sectors of the ratings business, with gletraictured finance contributing nearly
half of the year-to-year growth. MKMV accounted £50.7 million of year-to-year growth, includingZ4 million of revenue from the

April 2002 acquisition of KMV.

Revenue in the United States was $680.8 millio2002, an increase of $120.1 million or 21.4% frd®®& 7 million in 2001. The 2002
increase reflected $85 million of growth in ratingsenue, with higher issuance volumes in seveeakat sectors due to the favorable inte
rate environment. Structured finance contribute@ $@lion of the U.S. ratings revenue growth, wiltle residential mortgage sector increa
approximately $29 million and other sectors conifiitig to growth as well. MKMV contributed $23 mdh of growth, including $19 million
of post-acquisition revenue from KMV.

Moody'’s international revenue was $342.5 millior2D02, an increase of 45.1% from $236.0 millio2@®1. International growth was
primarily driven by structured finance, with Eur@pestructured finance growing by over $30 milliMKMV contributed $28 million of
growth, including $23 million of post-acquisitioawvenue from KMV. In 2002, international revenueasted for 33% of total Moody’s
revenue, up from 30% in 2001.

Operating expenses of $285.3 million in 2002 gré®w.$ million or 19.1% from $239.6 million in 200Lhe largest driver of the increase was
compensation and benefits expense, which grew Byn#ifion year-to-year. This reflected compensaiimreases, higher benefits expenses,
and increases in staffing. Staffing increases jpailly occurred to support business expansion irogel and the global structured finance
business. In addition, the April 2002 acquisitidiKiMV resulted in an increase in operating experafe&l 2.2 million compared with the pr
year. Operating expense increases also includeslittory costs to support new product developmerd,ldgher occupancy and travel rela
costs in connection with business expansion.

Selling, general and administrative (“SG&A”) expea®f $175.3 million in 2002 were up $33.7 million23.8% versus $141.6 million in
2001. This increase was principally due to $23.tliani of expenses related to KMV, which was acqdine April 2002. Other increases
included higher compensation and benefits of $8anito support business expansion; higher protesdifees of $4 million primarily for
technology infrastructure and financial systemst khigher legal fees of $3 million primarily dueloS. and European regulatory inquiries.

Depreciation and amortization expense increas&24d6 million in 2002 from $17.0 million in 2001h& increase was principally due to
$7.5 million of KMV-related expenses, including $énillion for amortization of acquired software ainthngible assets. The 2001 amount
included $2.1 million for amortization of goodwillhich was discontinued in 2002 with the implemé&ntaof SFAS No. 142.
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Operating income of $538.1 million in 2002 was &8%6 from $398.5 million in 2001. Moody's operatingrgin for 2002 was 52.6%, up
from 50.0% in 2001. The strong operating incomenginan 2002 principally reflected the Company’shigvenue growth without a
proportional increase in expenses.

Interest and other non-operating expense was $8illidn in 2002 compared with $16.6 million in 200The amount in each year included
interest expense of $22.8 million related to Moaed$300 million of private placement debt. Inteiasbme was $2.3 million in 2002
compared with $6.5 million in 2001. The lower irgstrincome in 2002 was principally due to loweeiest rates, and the use of cash on hand
to fund the KMV acquisition and greater share repases.

Moody'’s effective tax rate was 44.2% in 2002 corepano 44.4% in 2001. Net income was $288.9 milllm2002 compared with
$212.2 million in 2001. Earnings per share wer@8hasic and $1.83 diluted in 2002, compared witl% basic and $1.32 diluted in 2001.

Segment Results
Moody'’s Investors Service

Moody’s Investors Service revenue was $941.8 milliondd2 up 23.0% from $765.9 million in 2001. The &ese was principally driven |
strong growth in global structured finance, finahanstitutions and research revenue, as well &5 $ public finance.

Structured finance revenue was $384.3 million i02@&n increase of $110.5 million or 40.4% from %87million in 2001. The U.S.
structured finance business accounted for $66anildif this growth, with nearly $29 million of grovin the residential mortgage sector and
over $10 million of growth in revenue from credé@rivatives. The largest component of internatiaalctured finance revenue growth was
Europe, with a year-to-year increase of over $30ani The credit derivatives sector was the latggswth driver in Europe. Structured
finance revenue in Japan grew approximately $7anifear-to-year, principally in commercial mortgalgacked securities.

Corporate finance revenue was $227.7 million in2@@ 0.9% from $225.7 million in 2001. U.S. cormterfinance revenue declined

$9 million year-to-year. This reflected a year-&ay decline of 17% in the number of issues, withkmess in corporate investment spending,
lower merger and acquisition activity and slowdm@ncing activity. Price increases and growthélationship-based revenue partially offset
the impact of this decline. European corporaterfigacontributed approximately $4 million of revergnewth in 2002 despite lower issuance
volumes, primarily due to new rating customers gravth in relationship-based revenue. The constitidaof Korea Investors Service
starting in January 2002 added approximately $anibf year-to-year revenue growth.

Revenue in the financial institutions and sovereigk sector was $155.0 million in 2002, an inceea$24.3 million or 18.6% from
$130.7 million in 2001. In the U.S., growth of $iilllion reflected a 6% increase in the number péficial institutions issues in 2002
compared to 2001, due to refinancing of short-tdaint to long-term debt and increased investor derf@nissues in this sector. In Europe,
revenue increased $8 million as the number of &etitns in this sector was up 17% from the priarye

Public finance revenue increased 26.5% to $81.Romiin 2002, from $64.2 million in 2001. Year-y@ar growth of 25% in the dollar volur
of U.S. municipal bond issuance was the main dryehis performance. Issuance volumes were stfongoth new issues and refinancings,
reflecting the favorable interest rate environmanvell as less pay-as-you-go financing by munidiparowers.

Research revenue grew 30.9% to $93.6 million ir220@ from $71.5 million in 2001. Revenue in theitdd States grew $12 million year-to-
year, and international revenue increased $10anijlinainly in Europe. Increased investor focus rewli¢ risk helped to drive higher sales
products to current customers and the additioreaf customers. In addition, increased revenue fioem$ing Moody'’s information to
financial customers for internal use and redistidyucontributed to the growth

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpogafenses, were $385.7 million in 2002,
an increase of $32.8 million or 9.3% over 2001. Tlrgest driver of the increase was compensatidrbanefits expense, which grew by

$24 million year-to-year. This reflected compermaincreases, higher benefits expenses, and imgé&astaffing. Staffing increases
principally occurred to support business expansidéurope and the global structured finance busin@her
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expense increases included $4 million for consgltiosts related to investments in technology itfuature and financial systems, $3 million
for legal fees related to U.S. and European regojahquiries and higher rent, occupancy and tragkted costs in connection with business
expansion. Included in 2001 expenses was a $3ldbmitrite-down of investments in two Argentineirat agencies due to the currency
devaluation and the unstable economic and polisitahtion. The expense increases were partialbebby lower costs for production and
delivery of research products due to the contirarefi to Internet delivery. Depreciation and anmzation expense was $12.7 million in 2002
versus $11.5 million in 2001.

Moody’s Investors Service operating income of $848illion in 2002 was up 35.3% from $401.5 million2001.
Moody’'s KMV

Moody’s KMV reported revenue of $81.5 million in@»compared to $30.8 million in 2001. The April 208cquisition of KMV accounted
for $42.1 million of the year-to-year revenue growEhe remaining $8.6 million of revenue growtheefed increased subscriptions for
RiskCalc™ credit assessment products as additmmaitry-specific models were introduced, and lieefees for new sales and upgrades of
credit decisioning software.

Operating, selling, general and administrative esps of Moody’s KMV were $74.9 million in 2002 coarpd with $28.3 million in 2001, an
increase of $46.6 million. Post-acquisition opermg@xpenses of KMV accounted for $35.3 milliontw year-to-year expense growth. The
remaining increase principally reflected growtt$&fmillion in compensation and benefit costs topaupgrowth in the legacy MRMS
business, and higher consulting costs relatedwopreduct development. Moody’s KMV depreciation amdortization expense was

$11.9 million in 2002 versus $5.5 million in 20Qke year-to-year increase primarily reflected $6illion of amortization expense related to
acquired KMV software and intangible assets. Thel28mount included $1.5 million of goodwill amogtion, which was discontinued in
2002 with the implementation of SFAS No. 142.

Moody’s KMV reported an operating loss of $5.3 mifl in 2002, compared to an operating loss of $3l0on in 2001.
Market Risk

Moody’s maintains operations in 19 countries owgfie United States. Approximately 15% of the Comyfsarevenue was billed in

currencies other than the U.S. dollar in 2003, gpally the Euro. Approximately 30% of the Compangxpenses were incurred in currencies
other than the U.S. dollar in 2003, principally #aaro and the British Pound. As such, the Comparmxposed to market risk from changes in
foreign exchange rates.

As of December 31, 2003, approximately 10% of Mos@gsets were located outside the U.S. Of Moodgtgegate cash and cash
equivalents of $269.1 million at December 31, 2GQ$Hroximately $56.8 million was located outside thnited States (with $35.5 million in
the U.K.), making the Company susceptible to flattains in foreign exchange rates. The effects ahgles in the value of foreign currencies
relative to the U.S. dollar on assets and liakgitbf non-U.S. operations are charged or creditdldet cumulative translation adjustment in
shareholders’ equity.

Moody’s cash equivalents consist of investmentsigh quality short-term securities within and odésthe United States. By policy, the
Company limits the amount it can invest with ang essuer and allocates its cash equivalents amarmgus money market mutual funds,
short-term certificates of deposit or issuers ghhjrade commercial paper.

The Company has not engaged in foreign currencgihgdransactions nor does the Company have anyadiee financial instruments.
However, the Company continues to assess the peatdr into hedging transactions to limit its rile to fluctuations in exchange rates and
may enter into such transactions in the future.
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Liquidity and Capital Resources
Cash Flow Overview

Cash and cash equivalents increased $229.2 milioing 2003, to $269.1 million. Moody’s net casbyided by operating activities was
$468.4 million, and proceeds from stock plans v#at@.0 million. Significant uses of this cash flovene $171.7 million for share repurcha:
$107.1 million for the repayment of short-term balabt outstanding at year-end 2002, dividend paysnefi$526.8 million and capital
expenditures of $17.9 million.

Cash Flow Analysis

The Company is currently financing its operationd aapital expenditures through cash flow from afiens. Net cash provided by operating
activities was $468.4 million, $334.8 million an828..4 million for the years ended December 31, 28082 and 2001, respectively.

Moody’s net cash provided by operating activitie2003 increased by $133.6 million compared with20rhe two largest factors affecting
the year-to-year increase were growth in net incofif&75.0 million, and a year-over-year decreas®l@.0 million in income tax payments
despite an increase of $64.0 million in the incdeeprovision. Income tax payments totaled $210l6am in 2003 compared to

$226.6 million in 2002. The 2002 amount include@ $llion of tax payments that were deferred fro@®2 to 2002 due to the

September 11th tragedy. In addition, the 2003 anwas favorably affected by timing of tax paymemtsaddition to the two factors noted
above, increases in deferred revenue accounteg2fo® million of the year-to-year increase in reetic provided by operating activities in
2003, and higher non-cash expenses for depreciatidramortization and stock-based compensatioruated for an additional $18.8 million
of favorable variance. Partially offsetting theswacts, Moody's investment in accounts receivatideciased by $75.2 million year-to-year.
This increase reflected continued growth in thdrmss, significant year-to-year growth in billingsthe fourth quarter of 2003 and an
increase in days billings outstanding during 2003.

Cash provided by operating activities in 2002 iasel by $13.4 million compared with 2001, in peffecting growth in net income of
$76.7 million and increased tax benefits from tkereise of stock options of $12.4 million. Partaiiffsetting these impacts were the payn
of approximately $50 million of U.S. federal incor@exes related to 2001 that were deferred into 2(02 result of the September 11th
tragedy, and higher payments for prior year inesentiompensation (approximately $38 million). Ther@ase in other liabilities in 2002
included increased reserves related to pensiom#med post-retirement benefits.

Net cash used in investing activities was $17.lioni) $223.6 million and $30.0 million for the ysaended December 31, 2003, 2002

2001, respectively. Investing activities in eachrygrincipally consisted of acquisitions, capitgbenditures and investments in affiliates. The
2003 amount included $1.1 million of cash acquiredonnection with an increase in the Company’s@whip of Argentine rating agencies,
as described in Note 5 to the consolidated findstéiements. Cash used for acquisitions inclu@@b$ million (net of cash acquired) for
KMV in 2002 and $9.6 million for Korea Investorsr8iee during 2001. The Company made investmenisté@rnational rating agencies
totaling $5.6 million in 2001. Cash used for theghase of property and equipment and the capitalizaf internally developed software
costs totaled $17.9 million, $18.1 million and $.#illion in 2003, 2002 and 2001, respectively.

Net cash used in financing activities was $227.fanj $236.6 million and $248.1 million for the e ended December 31, 2003, 2002
2001, respectively. During 2003 the Company refai@7.1 million of borrowings that were outstandingler the Company’s bank revolving
credit facility at December 31, 2002. Spendingdioare repurchases totaled $171.7 million in 208898 million in 2002 and $267.6 million
in 2001. These amounts were offset in part by gdsdrom stock plans of $79.0 million in 2003, $brillion in 2002 and $47.8 million in
2001. In addition, dividends paid were $26.8 milli$27.8 million and $28.3 million in 2003, 2002482001, respectively.

During 2002, Moody'’s funded the acquisition of KM¥th a combination of cash on hand and short-teorndwings from its bank credit
facilities, which were subsequently repaid. Dur2@§2, Moody'’s also borrowed under its bank credliilities to fund share repurchases, and
the Company has benefited from favorable short-teomowing costs. Management may consider pursiging-term financing when it is
appropriate in light of cash requirements for shrepirchase and other strategic opportunities, lmviguld
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result in higher financing costs. At December 3102 Moody’s had no outstanding borrowings undebénk credit facilities and
$300 million of long-term financing payable in Ob&y 2005.

Future Cash Requirements

Moody'’s currently expects to fund expenditures afl s liquidity needs created by changes in waykiapital from internally generated
funds. The Company believes that it has the firmessources needed to meet its cash requirenmmmtsef 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 the majoffitysocash flow provided by operating activitiescmntinue its share repurchase program.
The Company also currently intends to use a podifdts cash flow to pay a quarterly dividend, whibe Board of Directors raised from
$0.045 per share to $0.075 per share in Deceml@. Zhe continued payment of dividends at this imgibject to the discretion of the
Board of Directors. As described above, the Comgmas/borrowed from time to time under its bank hewng credit facility and may obtain
more permanent financing when it is appropriatkgint of cash requirements for share repurchasd#rer strategic opportunities.

In addition, the Company will from time to time &ider cash outlays for acquisitions of or investtaém complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaysudticg during 2004, to pay to New
Dé&B its share of potential liabilities related toetlegacy tax and legal contingencies and to ygadisy adverse judgment rendered in the ai
in France that, in each instance, are discusst#hdsmManagement’s Discussion and Analysis undemtdgencies”. These potential cash
outlays could be material and might affect liquidiequirements and cause the Company to pursuéauddifinancing. There can be no
assurance that financing to meet cash requiremalhtse available in amounts or on terms acceptédblihe Company, if at all.

Indebtedness

At December 31, 2003 and 2002, the Company hadamaing long-term financing of $300 million and @k revolving credit facility with
no borrowings outstanding at December 31, 2003$40d.1 million outstanding at December 31, 2002.

The $300 million of long-term financing was secuimedonnection with the 2000 Distribution, as ttertn is defined in Note 1 to the
consolidated financial statements. In connectiaih wie 2000 Distribution, Moody’s was allocated $Bmillion of debt at September 30,
2000. Moodys funded this debt with borrowings under a $160iomlunsecured bank revolving credit facility andank bridge line of credi
On October 3, 2000, the Company issued $300 mitfomotes payable (the “Notes”) in a private plaeetm The cash proceeds from the
Notes were used in part to repay the outstanditapba on the revolving credit facility and to reghg bridge line of credit. The Notes hav
five-year term and bear interest at an annualoh#e61%, payable semi-annually. In the event lhabdy’s pays all or part of the Notes in
advance of their maturity, (the “prepaid principabuch prepayment will be subject to a penaltgudated based on the excess, if any, of the
discounted value of the remaining scheduled paysnestdefined in the agreement, over the prepaidipal.

The revolving credit facility (the “Facility”) cormsts of an $80 million 5-year facility that expiresSeptember 2005 and an $80 million 364-
day facility that expires in September 2004. Indemn borrowings under the 5-year facility is pdgedt rates that are based on the London
InterBank Offered Rate (“LIBOR”) plus a premium tltan range from 18 basis points to 50 basis pdigpending on the Company’s ratio of
total indebtedness to earnings before intereststadepreciation and amortization (“Earnings Coyeraatio”), as defined in the related
agreement. At December 31, 2003, such premium &dmagis points. Interest on borrowings under the @&y facility is payable at rates that
are based on LIBOR plus a premium of 30.5 basistpoirhe Company also pays annual facility feegandless of borrowing activity under
the Facility. The annual fees for the 5-year facitian range from 7 basis points of the facilityoamt to 12.5 basis points, depending on the
Company’s Earnings Coverage Ratio, and were 7 lpagigs at December 31, 2003. The annual feedh®B64day facility are 7 basis poin
Under each facility, the Company also pays a atiion fee of 12.5 basis points on borrowings outditeg when the aggregate amount
outstanding under such facility exceeds 33% ofaledity amount.
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The Company initially borrowed under the revolviorgdit facility during the second quarter of 200Zund a portion of the acquisition price
for KMV, and subsequently repaid those borrowiisting 2002, Moody’s also borrowed under the fagilo fund share repurchases, and
has benefited from favorable short-term borrowiogts. Interest paid under the Facility for the geamnded December 31, 2003 and 2002 was
$0.6 million and $0.3 million, respectively. Managent may consider pursuing long-term financing wiiénappropriate in light of cash
requirements for share repurchase and other sicagpgortunities, which would result in higher fir@ng costs.

The Notes and the Facility (the “Agreements”) contavenants that, among other things, restrictbiity of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset satesade-leaseback transactions or to incur
liens. The Notes and the Facility also containritial covenants that, among other things, reqhieedompany to maintain an interest
coverage ratio, as defined in the Agreements, bfess than 3 to 1, and an Earnings Coverage Regidefined in the Agreements, of not
more than 4 to 1. At December 31, 2003, the Compaas/in compliance with such covenants. If an ewéefault were to occur (as defined
in the Agreements) and was not remedied by the @osnprithin the stipulated timeframe, an acceleratibthe Notes and restrictions on the
use of the Facility could occur.

Off-Balance Sheet Arrangements

At December 31, 2003 and 2002, Moaglgid not have any relationships with unconsolidaatities or financial partnerships, such as ies
often referred to as special purpose or varialibr@st entities, which would have been establigbethe purpose of facilitating off-balance
sheet arrangements or other contractually narrolimited purposes. As such, Moody'’s is not expasedny financing, liquidity, market or
credit risk that could arise if it had engageduntsrelationships.

Share Repurchases

During October 2002, Moody’s completed the $300iamishare repurchase program that had been améltbbly the Board of Directors in
October 2001. On October 22, 2002, the Board oédars authorized an additional $450 million shreprchase program, which includes
both special share repurchases and systematicchegaas of Moody’s common stock to offset the dikigffect of share issuance under the
Company’s employee stock plans.

For the year ended December 31, 2003, Moody’s obfased 3.5 million shares at a total cost of $1#illfon, including 3.2 million shares
to offset issuances under employee stock planse3iacoming a public company in September 200Gtaodgh the end of 2003, Moody’s
has repurchased 23.0 million shares at a totalafc&&881.0 million, including 9.3 million shares dffset issuances under employee stock
plans.

Contractual Obligations

The following table presents payments due undeCtirapany’s contractual obligations as of Decemlie2B03.

Payments Due by Period

Less Than 1
(in millions) Total Year 1-3 Years 4-5 Years Over 5 Years
Notes payabls $300.( $ — $300.( $ — $—
Operating lease obligatiol 54.t 17.2 21.4 10.¢ 5.1
Capital lease obligatior 2.5 1.2 1.3 — —
Contingent payment related to acquisition of Korea
Investors Service (1 4.C — 4.C — —
Purchase obligations (. 11.5 5.4 4.8 1.1 —
Total $372.2 $23.¢ $331.t $11.¢ $5.1
| | | | |
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(1) This amount reflects Moody’s current estimate @f tbntingent payment related to the acquisitiodarfea Investors Service, which will
be determined based on the net income of KoreastakeService for the three-year period ending Béoer 31, 2004. See Note 5 to the
consolidated financial statemer

(2) Purchase obligations include contracts for telecominations, data processing services and-up facilities, and professional servic
Outlook

Moody'’s outlook for 2004 is based on assumptiormuaimany macroeconomic and capital market factociding interest rates, consumer
spending, corporate profitability and business stment spending, and capital markets issuanceitgcthhere is an important degree of
uncertainty surrounding these assumptions andtulhconditions differ from these assumptions, Mds results for the year may differ
significantly from the outlook presented below.

The Company expects interest rates in the UnitateSto rise during 2004, with reduced refinanciofgdebt and continued weak demand for
financing to support business investment. As altggiwody’s expects to see lower issuance in th. dorporate bond market, both in the
investment grade sector and in the high yield seuthbich posted record issuance in 2003. Despéesttuance declines, revenue from new
products and growth in relationship-based revehoels produce modest growth in both the U.S. cafofinance and financial institutions
sectors. The Company is continuing to introduceBhkanced Analysis Initiative, consisting of finedceporting, off-balance sheet risk
transference and corporate governance assessrpertsy@and Moody's plans to cover approximately 86fporations and financial
institutions in North America by the end of 2004.

Moody'’s also expects good growth in consumer spaniti 2004. As a result, the Company expects tt@atil in revenue from rating asset-
backed securitizations, together with moderate growthe commercial mortgage securitization aredlitrderivatives segments of the
business, will substantially offset an importantlaes in revenue from rating residential mortgageked securities as the very strong
refinancing activity of the past two years declinesthe public finance ratings business Moody’pests a revenue decline of approximately
20% in 2004, reflecting projected slowing of isstmmnelated to both refinancings and “new money'tdwings. The Company expects
continued strong growth in the U.S. research bgsine

Outside the U.S. Moody’s expects to see double-dégienue growth in the corporate and financiditinsons ratings businesses. The
Company is also projecting strong year-over-yeamtin for structured finance ratings revenue anthéresearch business, all producing
approximately 20% international revenue growthaitings and research, including the effects of cunydranslation. Finally, Moodyg’' expect
high teens percent revenue growth globally at MéoEMV.

Moody's expenses for 2004 will likely reflect camtied investment spending on improving and incregtéia transparency of ratings
practices, technology initiatives and product degeient and continued hiring to support growth asfdke business. The Company will
continue investment in the Enhanced Analysis ltintla Moody’s expects its operating margin to deelabout 100 basis points in 2004 from
the level achieved in 2003 due to investments bgiage and the faster growth of the lower margin MKMusiness. An additional 100 basis
point decline in operating margin is expected duBigher expense for stock-based compensatione $irecCompany adopted expensing of
stock-based compensation prospectively effectinediy 1, 2003, the higher expense is due in pahgghasing in of expense over the
current four-year option vesting period.

Overall for 2004, Moody's expects that year-oveatygevenue growth will be in the mith high single digit percent range. With the impaf

a slightly lower effective tax rate and share repases, the Company expects that diluted earniegshare will grow in the mid- to high
single digit percent range on a reported basisoReg earnings per share in 2003 included the itspaEfc¢he insurance gain, the legacy tax
reserve increase and the expensing of stock-basepgensation discussed above. The impact of expgstick-based compensation will also
be included in reported earnings per share in 280d s expected to be approximately $0.10 to $petishare in 2004 compared with $0.04
per share in 2003.

Additional Factors That May Affect Future Results

The following risk factors and other informatiorcinded in this annual report on Form 10-K shoula@esfully considered. The risks and
uncertainties described below are not the only déme£ompany faces. Additional risks and unceriesntot presently
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known to the Company or that the Company’s managemerently deems immaterial also may impair iisibess operations. If any of the
following risks occur, Moody’s business, finanaiaindition, operating results and cash flows coddnaterially adversely affected.

Changes in the Volume of Debt Securities Issueddamestic and/or Global Capital Markets and Changadnterest Rates and Other
Volatility in the Financial Markets

Approximately 80% of Moody’s revenue in 2003 wasikd from ratings, a significant portion of whieras related to the issuance of credit-
sensitive securities in the global capital marktsody’s enjoyed revenue growth from these sount@903 that was greater than its
historical averages, principally due to strong dgioim global structured finance and corporate fagissuance volumes, the U.S. components
of which were driven by a highly favorable interestie environment. The Company anticipates thabatantial part of its business will
continue to be dependent on the number and dallame of debt securities issued in the capital mi@kTherefore, the Company’s results
could be adversely affected by a reduction in évell of debt issuance.

Unfavorable financial or economic conditions thigher reduce investor demand for debt securitie®duce issuers’ willingness or ability to
issue such securities could reduce the number alfat dolume of debt issuance for which Moody’s yides ratings services. In addition,
increases in interest rates, volatility in finamerarkets or the interest rate environment, sigaiit political or economic events, defaults of
significant issuers and other market and econoatitofs may negatively impact the general leveledftdssuance, the debt issuance plans of
certain categories of borrowers, and/or the typesaalit-sensitive products being offered. A susddi period of market decline or weakness
could also have a material adverse affect on Maobysiness and financial results.

Possible Loss of Market Share or Revenue throughn@eetition or Regulatior

The markets for credit ratings, research and creskitmanagement services are intensely competithemdy’s competes on the basis of a
number of factors, including quality of ratingsgecit service, research, reputation, price, geodeagitope, range of products and technolog
innovation. Moody’s faces increasing competitioonir S&P, Fitch, DBRS, local rating agencies in a hanof jurisdictions and niche
companies that provide ratings for particular typEnancial products or issuers (such as A.M.tBasmpany in the insurance industry).
Since Moody’s believes that some of its most sigaift challenges and opportunities will arise adghe U.S., it will have to compete with
rating agencies that may have a stronger locabpsor a longer operating history in those markigisse local providers or comparable
competitors that may emerge in the future may wecsiipport from local governments or other ingtius.

Currently, Moody’s, S&P, Fitch, and DBRS are designl as NRSROs by the SEC. On June 4, 2003, thesSHEd a Concept Release
regarding the credit ratings industry, whereinds@d and requested public comment on a seriesestiqus categorized into three broad ai
1) should credit ratings continue to be used fgulatory purposes under the federal securities;l2)v$ so, what should be the process for
determining whose credit ratings to use; and, 8jaflit ratings continue to be used in federal sges laws, what is the appropriate level of
oversight for the agencies whose ratings are usédnation of the NRSRO concept, retention of MRSRO concept with different
regulatory oversight, or SEC recognition of addiibNRSROs could result in loss of market shanewenue for Moody's, or higher costs of
operations.

Introduction of Competing Products or Technologidéy Other Companie

The markets for credit ratings, research and creskitmanagement services are increasingly conigetithe ability to provide innovative
products and technologies that anticipate custGrokesging requirements and utilize emerging tebdbgioal trends is a key factor in
maintaining market share. Competitors may develamtjtative methodologies for assessing creditthisk customers and market particip:
may deem preferable to or more cost-effective tharcredit risk assessment methods currently enaglay Moody’s.

Increased Pricing Pressure from Competitors and@ustomers

In the credit rating, research and credit risk nganaent markets, competition for customers and mati@re has spurred more aggressive
tactics by some competitors in areas such as gramal service. Moody'’s intends to continue prowdime highest quality

28




Table of Contents

products and the best service to its customershandapital markets. However, if its pricing andvezes are not sufficiently competitive with
its current and future competitors, Moody’s mayelosarket share.

Possible Loss of Key Employees to Investment or @amtial Banks or Elsewhere and Related Compensatitwst Pressure

Moody'’s success depends in part upon recruitingratadning highly skilled, experienced financiabfysts and other professionals.
Competition for qualified staff in the financialrs&es industry is intense, and Moody'’s abilityatitract staff could be impaired if it is unable
to offer competitive compensation and other incargti Investment banks and other competitors folyantalent may be able to offer higher
compensation than Moody’s. Moody’s also may noabke to identify and hire employees outside the Wish the required experience or
skills to perform sophisticated credit analysis.ddg’s ability to effectively compete will continue tegend, among other things, on its ab
to attract new employees and to retain and motieritting employees.

Exposure to Litigation Related to Moo’s Rating Opinions

Moody'’s faces litigation from time to time from pias claiming damages relating to ratings actibmsaddition, as Moody’s international
business expands, these types of claims may ireteasuse foreign jurisdictions may not have lpgatections or liability standards
comparable to those in the U.S. (such as protesfiomthe expression of credit opinions as is pfediby the First Amendment). These risks
often may be difficult to assess or quantify areirtexistence and magnitude often remains unkn@wnsudbstantial periods of time.

Potential Emergence of Governme-Sponsored Credit Rating Agencies

When governments adopt regulations that requiré sksturities to be rated, establish criteria feddrratings or authorize only certain enti
to provide credit ratings, the competitive balanogng rating agencies and the level of demandatorgs may be positively or negatively
affected. Government-mandated ratings criteria aiggy have the effect of displacing objective assesss of creditworthiness. In these
circumstances, issuers may be less likely to Hase ¢hoice of rating agencies on criteria sucldspendence and credibility, and more
likely to base their choice on their assumptiomoashich credit rating agency might provide a higteting, which may negatively affect the
Company.

Proposed U.S., Foreign, State and Local Legislatiamd Regulations, Including Those Relating to Natially Recognized Statistical Ratir
Organizations

In the U.S. and other countries, the laws and egguis applicable to credit ratings and rating agencontinue to evolve. Recently there has
been discussion in the U.S. regarding the potengiad for greater regulation of credit rating agesmidn January 2003, the SEC released a
report on the role and function of credit ratingages in the operation of the securities markiis.report considered a number of issues that
the SEC was required to examine under the Sarb@rkes- Act of 2002 and other issues arising fromE&LSnitiated review of credit rating
agencies. In June 2003 the SEC released a Conetgade which posed questions about the continuedfugedit ratings for regulatory
purposes in federal securities laws, the procasgdtermining rating agencies whose ratings coelddused, and the appropriate level of
oversight of such rating agencies. In February 2€@European Parliament adopted resolutionsngadin the European Commission to
conduct an analysis for registration of rating ajesin Europe and possible registration critekigpresent, Moody’s is unable to assess the
nature and effect of any regulatory changes thatmasult from ongoing reviews by the SEC or ottegiulatory bodies.

Implementation guidelines proposed by the Commitfeeuropean Securities Regulators under the Eam@®mmission’s Market Abuse
Directive are applicable to all participants in theropean capital markets. Credit rating agendiegxacluded from control under the
guidelines. However, depending on the form in whighimplementation guidelines are ultimately adddty national regulators or
lawmakers, such guidelines could include contreks @redit rating agencies in some European Unaumties. If so, the guidelines could,
among other things, alter rating agencies’ commatitos with issuers as part of the rating assignmpetess, and increase Moody'’s cost of
doing business in Europe and the legal risk astatiaith such business.
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Multinational Operations

Moody’s maintains offices outside the U.S. andwsia significant portion of its revenue from s@sroutside the U.S. Operations in several
different countries expose Moody'’s to a numberegfal, economic and regulatory risks such as:

« changes in legal and regulatory requirements affg&ither Mood’s operations or its custom’ use of rating:
 possible nationalization, expropriation, price cotst and other restrictive governmental acti

* restrictions on the ability to convert local curcgrinto U.S. dollar:

« currency fluctuation

 export and import restrictions, tariffs and othrade barrier:

- difficulty in staffing and managing offices asesult of, among other things, distance, travdtucal differences and intense competition
for trained personne

 longer payment cycles and problems in collectirgireables
« political and economic instabilit
 potentially adverse tax consequen

Although such factors have not historically hadaterial adverse effect on the business, financatlition and results of operations of the
Company, any of these factors could have suchfantef the future.

Contingencies

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that amdantal to the Company’s business,
including claims based on ratings assigned by Modyfanagement periodically assesses the Compéiabitities and contingencies in
connection with these matters, based upon thet lafesmation available. For those matters wheereglobable amount of loss can be
reasonably estimated, the Company believes itdramded appropriate reserves in the consolidataghéial statements. In other instances,
because of the uncertainties related to both tbleginle outcome and amount or range of loss, managdamunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjusts&essments and estimates of such
liabilities accordingly.

Based on its review of the latest information aalali, in the opinion of management, the ultimaibility of the Company in connection with
pending legal and tax proceedings, claims andhlitign will not have a material adverse effect onoligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

Discussion of contingencies is segregated betwezsetmatters that relate to Old D&B, its predeassand their affiliated companies
(“Legacy Contingencies”) and those that relate twollly’s business and operations (“Moody’s Matters”).

Legacy Contingencies

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

In November 1996, The Dun & Bradstreet Corporatimough a spin-off separated into three separdwiqpoompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizanthgt‘1996 Distribution”).
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In June 1998, The Dun & Bradstreet Corporationubtoa spin-off separated into two separate publioganies: The Dun & Bradstreet
Corporation and R.H. Donnelley Corporation (“Doregl) (the “1998 Distribution”). During 1998, Cogrant through a spin-off separated
into two separate public companies: IMS Health fpocated (“IMS Health”) and Nielsen Media Reseatol, (“NMR”). In September 200t
The Dun & Bradstreet Corporation (“Old D&B”) throlig spin-off separated into two separate publicgamies: New D&B and Moody'’s, as
further described in Note 1, Description of Busgaad Basis of Presentation.

Information Resources, Inc

In July 1996, Information Resources, Inc. (“IRfiled a complaint in the U. S. District Court fdret Southern District of New York, naming
defendants the corporation then known as The Dirafistreet Corporation, A.C. Nielsen Company (asgliary of ACNielsen) and IMS
International, Inc. (a subsidiary of the compargntiknown as Cognizant). At the time of the filifglee complaint, each of the other
defendants was a subsidiary of The Dun & Bradsteeporation.

The complaint alleges various violations of Unigtdtes antitrust laws under Sections 1 and 2 o$tteman Act. The complaint also alleges
a claim of tortious interference with a contraatl @claim of tortious interference with a prospeetbusiness relationship. These claims relate
to the acquisition by defendants of Survey Rese@rctup Limited (“SRG”). IRI alleges SRG violated alteged agreement with IRl when it
agreed to be acquired by the defendants and thatetendants induced SRG to breach that agreement.

IRI's antitrust claims allege that the defendar@sedoped and implemented a plan to undermine I&libty to compete within the U.S. and
foreign markets in North America, Latin America,idsEurope and Australia/New Zealand through aesasf anti-competitive practices,
including: unlawfully tying/bundling services inghmarkets in which defendants allegedly had monopoiver with services in markets in
which ACNielsen competed with IRI; entering intackisionary contracts with retailers in certain cioi@s to deny IRI's access to sales data
necessary to provide retail tracking services artificially raise the cost of that data; predatpricing; acquiring foreign market competitors
with the intent of impeding IRI's efforts to expardisparaging IRI to financial analysts and clieatsd denying IRI access to capital
necessary for it to compete.

IRI's complaint originally alleged damages in exxe$§ $350 million, which IRl asked to be trebledlenantitrust laws. IRI has since revised
its allegation of damages to exceed $650 milliohicl IRI also asked to be trebled. IRI also seekstive damages of an unspecified
amount.

In April 2003, the court denied a motion for pdriammary judgment by the defendants that sougdistoiss certain of IRI's claims and
granted in part a motion by IRI seeking reconsitie@neof certain summary judgment rulings the Cdwatl previously made in favor of the
defendants.

In December of 2003, IRl was acquired by the Gingkquisition Corporation, an affiliate of Symphomgchnology Il — A. L. P. and certain
other parties. As part of that transaction, a stayurust called the Information Resources, Initightion Contingent Payment Rights Trust
(the “Trust”) was formed. The Trust was createdyant, to issue contingent value rights certifisgt€€VRs"), which represent an interest in
the IRI lawsuit. The CVRs are governed by a Comirig/alue Rights Agreement among IRI and the aegsiiand are a tradeable security
listed on the OTC Bulletin Board. As part of theghase consideration, each IRI stockholder recedretdlCVR for each share of IRl comrmr
stock owned, entitling the selling stockholdersiforo rata portion of the proceeds from the IRIdaily if any, allocated to the Trust. The
Trust will be entitled to receive an amount eqoad8% of any proceeds from the IRI lawsuit to theest that such proceeds are equal to or
less than $200 million and 75% of any such procéedgcess of $200 million. The remaining procedtsny, will be the property of IRI. A
body consisting of five rights agents was appoititedirect and supervise the IRI Litigation on béb&IRIl and CVR holders. Gingko
Corporation named two of the rights agents, IRl edrtwo of the rights agents and these four righents selected the fifth “independent”
rights agent. Under the Contingent Value Rightse&gnent, a majority of the rights agents (other thanindependent rights agent) must
approve any settlement of the IRI lawsuit. The iinfation contained in this paragraph is solely basethe tender offer statement filed by
Gingko Acquisition Corporation and other persond e registration statement filed by the Trustannection with the acquisition of IRI.

In connection with the 1996 Distribution, NMR (thkemown as Cognizant Corporation), ACNielsen and mxdley (then known as The Dun
Bradstreet Corporation) entered into an Indemnity doint Defense Agreement (the “Indemnity andtloefense
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Agreement”), pursuant to which they agreed to:
« allocate potential liabilities that may relate anise out of or result from the IRI lawsu”IRI Liabilities”); and
« conduct a joint defense of such acti

In particular, the Indemnity and Joint Defense Agnent provides that:

« ACNielsen will assume exclusive liability for IRfabilities up to a maximum amount to be calculaéd such time as such liabilities
become payable as a result of a final non-appeajadgment or any settlement permitted under tderimity and Joint Defense
Agreement (th¢* ACN Maximum Amoun”); and

« Donnelley and NMR will share liability equally fany amounts in excess of the ACN Maximum Amo

As noted above, ACNielsen is responsible for thieLiRbilities up to the ACN Maximum Amount. The lechnity and Joint Defense
Agreement provides that ACNielsen initially is teteérmine the amount that it will pay at the timeseftlement or a final judgment, if any, in
IRI's favor (the “ACN Payment”). The ACN Paymentutd be less than the ACN Maximum Amount. The Indéynand Joint Defense
Agreement also provides for each of Donnelley aMR\o pay IRl 50% of the difference between thdlsetent or judgment amount and -
ACN Payment, and for ACNielsen to issue a securad (the “ACN Note”), subject to certain limits, éach of Donnelley and NMR for the
amount of their payment. The principal amount afheACN Note issued to Donnelley and NMR, howewetinmited to 50% of the difference
between the ACN Maximum Amount and the ACN Paymandl is subject to a further limitation that it nahexceed 50% of the amount of
any proceeds from any recapitalization plan deslgnenaximize ACNielsen’s claims paying ability. @ ACN Notes would become payable
upon the completion of any such recapitalizatiaanpl

The Indemnity and Joint Defense Agreement alsoigesvthat if it becomes necessary to post any pending an appeal of an adverse
judgment, then NMR and Donnelley shall obtain thadrequired for the appeal, and each shall pay &08te costs of such bond, if ar
which cost will be added to IRI Liabilities. Undie terms of the 2000 Distribution, Moody’s woulel iesponsible for 25% of the total costs
of any bond.

The ACN Maximum Amount will be determined by anéstment banking firm as the maximum amount that &®&En is able to pay after
giving effect to:

* any recapitalization plan submitted by such itwest bank that is designated to maximize the dgiaying ability of ACNielsen
without impairing the investment banking fi's ability to deliver a viability opinion and withbrequiring shareholder approval; a

» payment of interest on the ACN Notes and related #nd expense

For these purposes, “viability” means the abilifyA&€Nielsen, after giving effect to such recapitalion plan, the payment of interest on the
ACN Notes, the payment of related fees and expearseshe payment of the ACN Maximum Amount, to:

* pay its debts as they become due;

« finance the current and anticipated operatingcapuital requirements of its business, as recanstitby such recapitalization plan, for
two years from the date any such recapitalizatian js expected to be implement

In 2001, ACNielsen was acquired by VNU N.V. VNU N.&ssumed ACNielsen’s liabilities under the Indemand Joint Defense
Agreement, and pursuant to the Indemnity and Jagfiense Agreement, VNU N.V. is to be included wiiiNielsen for purposes of
determining the ACN Maximum Amount.

In connection with the 1998 Distribution, Old D&BdDonnelley (then known as The Dun & BradstreefpGmation) entered into an
agreement (the “1998 Distribution Agreement”) wigr©Ild D&B assumed all potential liabilities of Duglley arising from the IRI action
and agreed to indemnify Donnelley in connectiorhwiich potential liabilities. Under the terms af 8000 Distribution, New D&B
undertook to be jointly and severally liable wittobtly’s for Old D&B'’s obligations to Donnelley undire 1998 Distribution Agreement,
including any liabilities arising under the Indetyréind Joint Defense Agreement, and arising froenlRl action itself. However, as between
New D&B and Mood’s, it was agreed that under the 2000 Distributeach of New D&B and Moody’s will be responsible 9% of any
payments required to be made to or on behalf ofnletiay with respect to the IRI action under therteiof the 1998 Distribution Agreement,
including legal fees or expenses related to theatiRibn.
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As a result, the Company will be responsible far payment of 25% of the portion of any judgmengeattlement in excess of the ACN
Maximum Amount (as adjusted to include VNU N.V.eWD&B will be responsible for the payment of am@idnal 25% (together
constituting Donnelleg liability under the Indemnity and Joint Defensgréement for 50% of such amount) and NMR will bepamnsible fo
payment of the remaining 50% of liability in excesgshe ACN Maximum Amount. In addition, each oéthbove parties, in accordance with
the foregoing percentages, may be required to advarportion of the amount, if any, by which theM\®aximum Amount exceeds the
amount of the ACN Payment. However, because ligtfitir violations of the antitrust laws is jointéseveral and because many of the rights
and obligations relating to the Indemnity and J@iefense Agreement are based on contractual netdttips, the failure of a party to the
Indemnity and Joint Defense Agreement to fulfdél dbligations could result in the other partiesrivgga greater share of the IRI Liabilities.

As a result of their 1998 separation and pursuatiie related distribution agreement, IMS Healtth BiIMIR are each jointly and severally
liable for all Cognizant liabilities under the Irrdaity and Joint Defense Agreement.

Discovery in the lawsuit is ongoing, and althoulgl tourt earlier set a trial date for Septembed2€t court rescinded that date in
January 2004 and there is currently no trial dateMoody'’s is unable to predict at this time thitcmme of the IRI action or the financial
condition of ACNielsen and VNU N.V. at the timeanfy such outcome (and hence the Company cannotagstthe amount of the ACN
Payment, the ACN Maximum Amount and the portiomoy judgment to be paid by VNU N.V. and ACNielserder the Indemnity and Joint
Defense Agreement).

Therefore, Moody’s is unable to predict at thisdimhether the resolution of this matter could maligraffect the Company'’s financial
position, results of operations, or cash flows. @&dingly, no amount in respect of this matter hesrbaccrued in the Company’s consolidated
financial statements. If, however, IRl were to @iéin whole or in part in this action or if Moodyls required to pay or advance a significant
portion of any settlement or judgment, the outcarhithis matter could have a material adverse effiadtloody’s financial position, results of
operations, and cash flows.

Legacy Tax Matter:

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

Pursuant to a series of agreements, as betweesé¢hers, IMS Health and NMR are jointly and sevgrkidible 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 matters lgding the matter described below as “Amortizatitxpense Deductions” for which New
D&B and Moody’s are solely responsible) and certaimer potential tax liabilities after New D&B andMoody’s pays the first $137 millio
which amount was paid in connection with the mat&scribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursiut® the terms of the related Distribution Agreatm&lew D&B and Moody’s have,
between themselves, agreed to each be financedyonsible for 50% of any potential liabilitiestth@ay arise to the extent such potential
liabilities are not directly attributable to theaspective business operations.

Without limiting the generality of the foregoindyrée specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2003, New D&B receigadExamination Report from the IRS with resped fmartnership transaction entered
into in 1993. In this Report, the IRS stated iteintion to disallow certain royalty expense deduwticlaimed by Old D&B on its tax returns
for the years 1993 through 1996. New D&B disagreitis the position taken by the IRS in its Reportiring the third quarter of 2003, New
Dé&B filed a protest with the Appeals Office of tHeS to contest the Examination Report. If the IR$Bals Office were to uphold the
Examination Report, then New D&B could either: §trept and pay the IRS assessment; (2) challepgesiessment in U.S. Tax Court; or
(3) challenge the assessment in U.S. District Coutthe U.S. Court of Federal Claims, where paynoétiie disputed amount would be
required in connection with such challenge. Shauig such payments be made by New D&B, then purdoahe terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share.
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Moody'’s estimates that its share of the requirgdmEnt to the IRS could be up to approximately $3ifion (including penalties and interest,
and net of tax benefits). Moody’s also could bagaikd for future interest payments on its sharguch liability.

In a related matter, during the second quartei6B2New D&B received an Examination Report from IRS stating its intention to ignore
the partnership structure that had been establish£893 in connection with the above transactan to reallocate to Old D&B income and
expense items that had been reported in the pahipeiax return for 1996. During the third quaxé€R003, the partnership filed a protest v
the Appeals Office of the IRS to contest the Exation Report. If the IRS Appeals Office were to alghthe Examination Report, then New
D&B could either: (1) accept and pay the IRS assess; (2) challenge the assessment in U.S. TaxtCaug3) challenge the assessment in
U.S. District Court or the U.S. Court of Federahi@is, where payment of the assessment would bé&eegn connection with such
challenge. Should any such payments be made byDN&By then pursuant to the terms of the 2000 Disttitm Agreement, Moody’s would
have to pay to New D&B its 50% share. Moody’s eati@s that its share of the required payment téRBefor this matter could be up to
approximately $50 million (including penalties anterest, and net of tax benefits). Such exposautdcbe in addition to the amount
described in the preceding paragraph, and Moodg&sauld be obligated for future interest paymemtsts share of such liability.

During the fourth quarter of 2003 and the firstigeiaof 2004, New D&B participated in meetings wikle IRS Appeals Office on the two
matters described above.

In addition, in the first quarter of 2004, New D&Bceived an Examination Report relating to Old D&Barticipation in the partnership
structure for the first quarter of 1997. In thispRe the IRS stated its intention to disallow cert@yalty expense deductions claimed by Old
D&B on its tax return for the 1997 tax year. New B&lso received an Examination Report issued tgé#nmership with respect to its 1997
tax year. In this Examination Report, the IRS stat® intention to ignore the partnership structilna had been established in 1993 in
connection with the above transaction, and to@eate to Old D&B income and expense items thatldesh reported in the partnership tax
return for 1997. New D&B disagrees with the positidaken by the IRS in its Reports and will purdieesame remedies with the same
possible consequences described above. Moodyieatss that its share of the required payment téRBein relation to the two Examination
Reports could be up to approximately $1.5 milliowl 0.3 million, respectively (including penaltisd interest, and net of tax benefits).

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

Amortization Expense Deductio

During the fourth quarter of 2003, New D&B receivedlotice of Proposed Adjustment from the IRS withpect to a partnership transaction
entered into in 1997 that could result in amori@aexpense deductions from 1997 through 2012hilNotice the IRS proposed to disallow
the amortization expense deductions related topnisiership that were claimed by Old D&B on it97%nd 1998 tax returns. New D&B
disagrees with the position taken by the IRS. IR&ita of Old D&B'’s or New D&B’s tax returns for yeasubsequent to 1998 could result in
the issuance of similar Notices of Proposed Adjestimlf the IRS were to issue a formal assessnmamdistent with the Notices for 1997 and
1998 or for future years, then New D&B could eith@) accept and pay the IRS assessment; (2) dgallthe assessment in U.S Tax Coul
(3) challenge the assessment in U.S. District Cauttte U.S. Court of Federal Claims, where paynoétiie disputed amount would be
required in connection with such challenge. Shauig such payments be made by New D&B, then purdoahe terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share. In addition, should New Bd&iscontinue claiming the
amortization deductions on future tax returns, Mdedvould be required to repay to New D&B an amoujiag to the discounted value of
50% share of the related future tax benefits. N&BDad paid the discounted value of future tax ignérom this transaction in cash to
Moody’s at the Distribution Date. Moody's estimatkat the Company’s current potential exposureedléo this matter is $92 million
(including penalties and interest, and net of temdjits). This exposure could increase by approtetp&3 million to $6 million per year,
depending on actions that the IRS may take andhmitver New D&B continues claiming the amortizatiteductions on its tax returns.

Also during the fourth quarter of 2003, New D&B eded a Notice of Proposed Adjustment from the VR respect to the partnership
transaction entered into in 1997. In this Notice RS proposed to disallow certain royalty expetesguctions claimed by Old D&B on its
1997 and 1998 tax returns. In addition, the IR$psed to disregard the partnership structure aneaitocate
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to Old D&B certain partnership income and expetsms that had been reported in the partnershipstaxns for 1997 and 1998. New D&B
disagrees with the positions taken by the IRShéfIRS were to issue a formal assessment consisiinthe Notices for 1997 and 1998 or
future years, then New D&B could either: (1) accapd pay the IRS assessment; (2) challenge thesassat in U.S. Tax Court; (3) challer
the assessment in U.S. District Court or the U.8rCaf Federal Claims, where payment of the assessmiould be required in connection
with such challenge. Should any such payments loeerbg New D&B, then pursuant to the terms of th@®Distribution Agreement,
Moody’s would have to pay to New D&B its 50% shaféNew D&B’s payments to the IRS for the periodrfrd997 through the Distribution
Date. Moody’s estimates that its share of the g@kpayment to the IRS could be up to approxima$dl25 million (including penalties and
interest, and net of tax benefits). Moody’s alsaldde obligated for future interest payments ersftare of such liability.

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

Utilization of Capital Losses

The IRS has completed its review of the utilizatidrrertain capital losses generated during 19891890. On June 26, 2000, the IRS, as
of its audit process, issued a formal assessméhtregpect to the utilization of these capital éssand Old D&B responded by filing a petit
for a refund in the U.S. District Court on Septembdg, 2000, after the payments described below werge. The case is expected to go to
trial in 2005.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflecte®l® million of tax and interest due.
Old D&B paid the IRS approximately $349.3 milliohthis amount on May 12, 2000; 50% of such paymeas allocated to Moody’s and
had previously been accrued by the Company. IMSthl@gormed Old D&B that it paid to the IRS appiorately $212.3 million on May 1°
2000. The payments were made to the IRS to stapefuinterest from accruing, and New D&B is coritegthe IRS’ assessment. New D&B
has indicated that it would also contest the agsestsof penalties or other amounts, if any, in sxagf the amounts paid. With the possible
exception of the matter described in the followssgtence, Moody’s does not anticipate any furthesrne statement charges or cash
payments related to IRS assessments for this mHttee IRS were to disallow prior deductions #fteansaction costs associated with this
matter, Moody'’s estimates that its exposure foslitare of the additional taxes, penalties andastdnet of tax benefits) on this matter would
be approximately $5 million.

Subsequent to making its May 2000 payment to tt& IRIS Health sought partial reimbursement from NitRler their 1998 distribution
agreement (the “IMS/NMR Agreement”). NMR paid IM&#&lth less than the amount sought by IMS Healtreotice IMS/NMR Agreement
and, in 2001, IMS Health filed an arbitration preding against NMR to recover the difference. IMQltesought to include Old D&B in th
arbitration, arguing that if NMR should prevailita interpretation of the IMS/NMR Agreement, théAS Health could seek the same
interpretation in an alternative claim against ORIB. Neither Old D&B nor any of its predecessorssveaparty to the IMS/NMR Agreement.
On April 29, 2003, an arbitration panel ruled indaof IMS Health in the arbitration proceeding,ading IMS Health its full claim plus
interest in a decision binding on all parties. Agsult, IMS Health’'s contingent claim against OB (and consequently Moody’s and New
D&B) in connection with this matter has been reedemoot. As no amount with respect to this matéet Iheen accrued by Moody'’s, the
arbitration panel ruling is not expected to havémapact on the Company'’s consolidated financiatiesteents.

Summary of Moody’s Exposure to Three Legacy Taxekat

The Company considers from time to time the rangkpobability of potential outcomes related to tiee 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 arditamrs and evaluates its estimates and judgmengmngoing basis. As of December 31,
2003, Moody’s had reserves of approximately $126aniwith respect to such matters, which reflectedincrease of approximately

$16 million during the fourth quarter of 2003 reigtto the Amortization Expense Deductions ma#éthough the matter had previously b
under audit, the Company felt that an increasbamrélated reserve was appropriate since the NodtBroposed Adjustment during the
fourth quarter of 2003 reflected a formalizationtbg IRS of its position on the matter. It is pbfsithat the legacy tax matters could be
resolved in amounts that are greater than the atsoeserved by the Company, which could resuldutittonal charges that may be material
to Moody'’s future reported results, financial pusitand cash
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flows. Although Moody’s does not believe it is likghat the Company will ultimately be requiredpay the full amounts presently being
sought by the IRS, potential cash outlays resuliiog these matters, which the Company currentiynedes could be as much as

$331 million, could be material and could increasth time as described above. Such amount doemaloide potential penalties related to
the payments made in May 2000 concerning UtilizatibCapital Losses.

Moody’s Matters
L'Association Francaise des Porteurs d’ EmpruntsdRgs

On June 20, 2001 a summons was served in an drboght by L’Association Francaise des PorteurSrdprunts Russes (“AFPER&pains
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ikga. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrenttp the 1917 Bolshevik Revolution, makes clamgginst Moody’s France SA and
Standard & Poos SA for lack of diligence and prudence in thetings of Russia and Russian debt since 1996. AF&llEBes that, by failin
to take into account the post-Revolutionary reptiniieof pre-Revolutionary Czarist debt by the Sbgevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegatgencies enabled the Russian Federation to iesuelebt without repaying the old
obligations of the Czarist government. Allegingnjoand several liability, AFPER seeks damages ob B8 billion (approximately U.S.
$3.5 billion as of December 31, 2003) plus legatsoMoody’s believes the allegations lack leggfbatual merit and intends to vigorously
contest the action. As such, no amount in respgabtiimatter has been accrued in the financiaéstants of the Company. However, if the
plaintiffs in this action were to prevail, then thetcome of this matter could have a material agb/effect on Moody'’s financial position,
results of operations and cash flows. The casdéas fully briefed, oral argument was heard befioeeCourt on January 20, 2004, and the
Court announced that judgment would be renderefipsih 6, 2004.

Dividends

During 2003, 2002 and 2001, the Company paid ategupdividend of 4.5 cents per share of Moody’svoaon stock, resulting in dividends
paid per share of 18.0 cents in each year.

In December 2003, the Company’s Board of Directimslared a first quarter 2004 dividend of 7.5 ceetsshare, payable on March 10, 2004
to shareholders of record on February 20, 2004.pEyenent and level of cash dividends by Moody’sagdorward will be subject to the
discretion of Moody’s Board of Directors.

Common Stock Information

The Company’s common stock trades on the New Y tokkSExchange under the symbol “MCO”. The tableoheindicates the high and low
sales price of the Company’s common stock and ithdehds paid for the periods shown. The numbeegfstered shareholders of record at
January 31, 2004 was 4,781.

Price Per Share

Dividends Paid

High Low Per Share
2002:
First quartel $42.0C  $35.8C $0.04¢
Second quarte 51.7¢ 39.9¢ 0.04¢
Third quartel 52.4( 41.0C 0.04¢
Fourth quarte 50.4¢ 39.8( 0.04¢
Year ended December 31, 2C $52.4C  $35.8( $0.18(

| | |
2003:
First quartel $49.7C  $39.5( $0.04¢
Second quarte 54.8¢ 45.3¢ 0.04¢
Third quartel 56.8( 49.8¢ 0.04¢
Fourth quarte 60.8¢ 54.8¢ 0.04¢
Year ended December 31, 2C $60.85  $39.5( $0.18(

| | |
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Forward-Looking Statements

Certain statements contained in this annual repoform 10-K are forward-looking statements andoaiged on future expectations, plans
and prospects for Moody’s business and operatluatsinivolve a number of risks and uncertaintieSehstatements appear in the sections
entitled “Outlook” and “Contingencies” under Item“Kanagement’s Discussion and Analysis of FinanCiandition and Results of
Operations,” commencing at page 14 of this anrednt on Form 10-K, under “Legal Proceedings” emit3, Part | of this Form 10-K, and
elsewhere in the context of statements contairtiegmords “believes”, “expects”, “anticipates” artti@r words relating to Moody’s views on
future events, trends and contingencies. The fa@oking statements and other information are neslef the date of this annual report on
Form 10-K for the year ended December 31, 2003 tlamcCompany disclaims any duty to supplement, tgpdarevise such statements on a
going-forward basis, whether as a result of subsegdevelopments, changed expectations or otherlmigmnnection with the “safe harbor”
provisions of the Private Securities Litigation Brf Act of 1995, the Company is identifying certéantors that could cause actual results to
differ, perhaps materially, from those indicatedtihgse forward-looking statements. Those factaide, but are not limited to, changes in
the volume of debt securities issued in domestittarglobal capital markets; changes in interegtsrand other volatility in the financial
markets; possible loss of market share through etitian; introduction of competing products or teologies by other companies; pricing
pressures from competitors and/or customers; ttenfial emergence of government-sponsored cretifigragencies; proposed U.S., foreign,
state and local legislation and regulations, inclgdhose relating to Nationally Recognized Stat#dtRating Organizations; possible judicial
decisions in various jurisdictions regarding thetsd of and potential liabilities of rating agerscithe possible loss of key employees to
investment or commercial banks or elsewhere arade@lcompensation cost pressures; the outcomeyataiew by controlling tax
authorities of the Company’s global tax planninigatives; the outcome of those tax and legal caggncies that relate to Old D&B, its
predecessors and their affiliated companies fockvttie Company has assumed portions of the finlresponsibility; the outcome of other
legal actions to which the Company, from time todj may be named as a party; the ability of the m to successfully integrate the K
and MRMS businesses; a decline in the demand églitarisk management tools by financial institusomhese factors and other risks and
uncertainties that could cause Moody's actual tegaldiffer significantly from management’s exguins, are described in greater detail in
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Additionatteas That May Affect Future
Results” and in other reports of the Company ffleen time to time with the Securities and Excha@ganmission.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Information in response to this Item is set forttuer the caption “Market Risk” in Part Il, Item ¥tbis annual report on Form 10-K.
ITEM 8. FINANCIAL STATEMENTS

INDEX TO FINANCIAL STATEMENTS
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Schedules are omitted as not required or inappéoabbecause the required information is proviitetthe consolidated financial statements,
including the notes thereto.
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REPORT OF INDEPENDENT AUDITORS
To the Shareholders and the Board of Directors of Mody’s Corporation:

In our opinion, the accompanying consolidated badasheets and the related consolidated statenmfeop&i@ations, shareholders’ equity and
cash flows present fairly, in all material respettsg financial position of Moody’s Corporation aitelsubsidiaries at December 31, 2003 and
2002, and the results of their operations and tteesh flows for each of the three years in theogeended December 31, 2003 in conformity
with accounting principles generally accepted m thited States of America. These financial statemare the responsibility of the
Companys management; our responsibility is to expresspamian on these financial statements based on wditsa We conducted our auc

of these statements in accordance with auditinydstals generally accepted in the United Statesnodiica, which require that we plan and
perform the audit to obtain reasonable assurancetathether the financial statements are free dérra misstatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the financial statespaissessing the accounting principles
used and significant estimates made by managemmshgvaluating the overall financial statement gméstion. We believe that our audits
provide a reasonable basis for our opinion.

On January 1, 2003, the Company adopted the pomgsf Statement of Financial Accounting Stand&lds123, “Accounting for Stock-
Based Compensation” (“SFAS No. 123") as amende8B4S No. 148, “Accounting for Stock-Based Compeinsat— Transition and
Disclosure — an amendment of SFAS No. 123". On danll, 2002, the Company adopted the provisiorgtatement of Financial
Accounting Standards No. 141, “Business Combinatiamd Statement No. 142, “Goodwill and Other Igiafe Assets”. These matters are
discussed in Note 2 to the consolidated finan¢&kments.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
New York, New York
February 27, 2004
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MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in millions, except per share data)

Year Ended December 31,

2003 2002 2001
Revenue $1,246.¢ $1,023.: $ 796.
Expenses
Operating 347.5 285.: 239.¢
Selling, general and administrati 203.¢ 175.2 141.€
Depreciation and amortizatic 32.¢ 24.¢ 17.C
Total expense 583.t 485.2 398.2
Operating income 663.1 538.1 398.t
Interest expense, n (21.¢) (21.2) (16.5)
Other nor-operating income (expense), | 15.1 0.t (0.7
Non-operating expense, n (6.7 (20.7) (16.€
Income before provision for income ta» 656. 517.4 381.¢
Provision for income taxe 292t 228.5 169.7
Net income $ 363.C $ 288.¢ $ 2122
] | |
Earnings per share
Basic $ 2.4 $ 1.8¢ $ 1.3t
Diluted $ 2.3¢ $ 1.8: $ 1.3¢
Weighted average shares outstanding
Basic 148.¢ 153.¢ 157.¢
Diluted 152.2 157.t 160.2

The accompanying notes are an integral part ofdnsolidated financial statements.
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MOODY’S CORPORATION
CONSOLIDATED BALANCE SHEETS
(dollar amounts in millions, except per share data)

December 31,

2003 2002
Assets
Current asset:
Cash and cash equivalel $ 269.1 $ 39.¢
Accounts receivable, net of allowances of $15.2063 and $16.4 in 20( 270.3 178.1
Other current asse 29.€ 27.¢
Total current asse 569.( 245.¢
Property and equipment, r 46.€ 50.¢€
Prepaid pension cos 60.z 59.2
Goodwill 126.2 126.3
Intangible assets, n 77.4 84.4
Other asset 61.€ 64.4
Total asset $941.¢ $ 630.¢
] |
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit $217.5 $184.¢
Bank borrowings — 107.1
Deferred revenu 214.€ 170.(
Total current liabilities 432.1 462.(
Non-current portion of deferred reven 41.1 28.t
Notes payabli 300.( 300.(
Other liabilities 200.: 167.:
Total liabilities 973.t 957.¢
Commitments and contingencies (Notes 13 anc
Shareholder equity:
Preferred stock, par value $.01 per share; 10,000s8ares authorized; no shares issue
and outstandin — —
Series common stock, par value $.01 per sharef@MO0 shares authorized; no shares
issued and outstandit — —
Common stock, par value $.01 per share; 400,00G:686:s authorized; 171,451,136
shares issued at December 31, 2003 and 1.7 1.7
Capital surplu 76.2 45.F
Retained earning 558.¢ 221.¢
Treasury stock, at cost; 22,779,500 and 22,560s83a6es of common stock at
December 31, 2003 and 2002, respecti (677.2) (597.79)
Cumulative translation adjustme 8.1 1.7
Total shareholde’ equity (32.]) (327.0
Total liabilities and sharehold¢ equity $941.¢ $ 630.¢
] |

The accompanying notes are an integral part of¢insolidated financial statements.
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MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(amounts in millions)

Year Ended December 31,

2003 2002 2001
Cash flows from operating activities
Net income $ 363.¢ $ 288.¢ $212.2
Reconciliation of net income to net cash providgmperating activities
Depreciation and amortizatic 32.¢ 24.¢ 17.C
Stocl-based compensation expel 10.¢ — —
Deferred income taxe (04 (3.6) (0.9
Tax benefits from exercise of stock optic 33.: 27.t 15.1
Write-off of computer software, property and equipnm 0.€ 1.3 0.€
Write-off of acquired i-process research and developn — 1.1 —
Impairment of investments in affiliati — — 3.4
Changes in assets and liabiliti
Accounts receivabl (91.9) (16.€) (47.€
Other current asse — 0.3 (3.7
Prepaid pension cos (0.9 (2.7 (3.9
Other asset 0.6 2.9 (2.9
Accounts payable and accrued liabilit 30.€ (66.€) 101.€
Deferred revenu 56.¢ 34.€ 24.¢
Other liabilities 33.t 48.2 5.1
Net cash provided by operating activit 468.¢ 334.¢ 321.¢
Cash flows from investing activities
Capital addition: 17.9 (18.3) (14.9)
Net cash (used) acquired in connection with busimeguisitions and investments in
affiliates 0.8 (205.7) (15.2)
Other — 0.2 —
Net cash used in investing activit| 7.3 (223.¢) (30.0
Cash flows from financing activities
Net (repayments of) proceeds from bank borrow (107.J) 107.1 —
Proceeds from stock pla 79.C 54.C 47.¢
Cost of treasury shares repurcha (a71.%) (369.9 (267.¢)
Payment of dividend (26.¢) (27.9) (28.9)
Payments under capital lease obligati 1.1 — —
Net cash used in financing activiti (227.7) (236.6) (248.))
Effect of exchange rate changes on cash and casvasnts 5.€ 2.1 0.8
Increase (decrease) in cash and cash equiv: 229.2 (123.9 441
Cash and cash equivalents, beginning of the pi 39.¢ 163.2 119.1
Cash and cash equivalents, end of the pe $ 269.] $ 39.¢ $163.2
| | |

The accompanying notes are an integral part ofdmsolidated financial statements.
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MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(amounts in millions)

Common Stock Retained Cumulative  Treasury Stock Total
Capital Earnings Translation =———————————  Shareholders’ Comprehensive
Shares Amount Surplus (Deficit) Adjustment Shares Amount Equity Income
Balance at December 31, 2000 171t $1.7 $ 7.9 $(223.9 $1. (11.0$%$ (67.0) $(282.5)
Net income 212.2 2122 $212.2
Dividends paic (28.9) (28.9)
Proceeds from stock plans, including
tax benefits 62.¢ 62.¢
Net treasury stock activi (27.7) (6.0) (240.5 (267.€)
Currency translation adjustme (0.9 (0.9 0.8
Comprehensive incon $211.¢
|
Balance at December 31, 2001 171t 1.7 43.7  (39.9 2.7 (17.0 (307.5 (304.7)
Net income 288.¢ 288.¢ $288.¢
Dividends paic (27.9) (27.9)
Proceeds from stock plans, including
tax benefits 81.t 81.t
Net treasury stock activi (79.7) (5.6) (290.2) (369.9)
Currency translation adjustme 4.4 4.4 4.4
Comprehensive incorr $293.:
|
Balance at December 31, 2002 171.% 1.7 455 221.¢ g (22.6) (597.%) (327.0
Net income 363.¢ 363.¢ $363.¢
Dividends paic (26.¢) (26.¢)
Proceeds from stock plans, including
tax benefits 112.¢ 112.2
Stocl-based compensatic 10.¢ 10.¢
Net treasury stock activi (92.2) 0.2) (79.5) (a71.%)
Currency translation adjustme 6.4 6.4 6.4
Comprehensive incorr $370.:
|
Balance at December 31, 20C 171.t $1.7 $76.4 $558.¢ $8.1 (22.9) $(677.29) $ (32.])
| [ | | | | | | |

The accompanying notes are an integral part ofdmsolidated financial statements.

42




Table of Contents

MOODY’'S CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
TABULAR DOLLAR AND SHARE AMOUNTS IN MILLIONS, EXCEP T PER SHARE DATA

Note 1 Description of Business and Basis of Presatibn

Moody’s Corporation (“Moody’s” or the “Company”) & provider of credit ratings, research and anslgsiering debt instruments and
securities in the global capital markets and a idervof quantitative credit assessment serviceslictraining services and credit process
software to banks and other financial institutiddeody’s operates in two reportable segments: M&twestors Service and Moody’s
KMV. Moody’s Investors Service publishes rating opinions bnoad range of credit obligations issued in dormeestid international marke
including various corporate and governmental obikges, structured finance securities and commepagker programs as well as rating
opinions on issuers of credit obligations. It giedlishes investor-oriented credit research, inolwéh-depth research on major issuers,
industry studies, special comments and credit opihiandbooks. The Moody’s KMV business, which cstssdf the combined businesses of
KMV LLC and KMV Corporation (“KMV”), acquired in Apil 2002, and Moody’s Risk Management Services eltgys and distributes
guantitative credit assessment services for banétsrevestors in credit-sensitive assets, credititmg services and credit process software.

The Company operated as part of The Dun & Brads@egporation (“Old D&B”) until September 30, 200e “Distribution Date”), when
Old D&B separated into two publicly traded companie Moody’s Corporation and The New D&B Corporat{tNew D&B"). At that time,
Old D&B distributed to its shareholders shares efM\D&B stock. New D&B comprised the business of ORIB’s Dun & Bradstreet
operating company (the “D&B Business”). The remadgnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management ser(tice “Moody’s Business”) and was renamed “Moodytsporation”. The method by
which Old D&B distributed to its shareholders iteges of New D&B stock is hereinafter referred gdtee “2000 Distribution”.

For purposes of governing certain ongoing relatigrs between the Company and New D&B after the 2Di8@ibution and to provide for &
orderly transition, the Company and New D&B entedred various agreements including a Distributiogréement, Tax Allocation
Agreement, Employee Benefits Agreement, Sharedsk@ion Services Agreement, Insurance and Risk yeEmant Services Agreement,
Data Services Agreement and Transition Servicegément.

Note 2 Summary of Significant Accounting Policies
Basis of Consolidatior

The consolidated financial statements include tlidddoody’s Corporation and its majority- and whpstiwned subsidiaries. The effects of
intercompany transactions have been eliminatechsimrents in companies over which the Company lgagfisant influence but not a
controlling interest are carried on an equity hadsigestments for which the Company does not hhgeability to exercise significant influer
over operating and financial policies are carriadle cost basis of accounting.

Cash and Cash Equivalents

Cash equivalents principally consist of investmémtsioney market funds, short-term certificatesiebosit and commercial paper with
maturities of three months or less when purchasgerest income on cash and cash equivalents wasillion, $2.3 million and
$6.5 million for the years ended December 31, 2@082 and 2001, respectively.
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Property and Equipmen

Property and equipment are stated at cost andepreciated using the straight-line method over thgimated useful lives, typically three to
ten years for office and computer equipment and@furniture and fixtures, and seven to forty gef@r buildings and building
improvements. Expenditures for maintenance andnefwt do not extend the economic useful lif¢hef related assets are charged to
expense as incurred. Gains and losses on dispafgaisperty and equipment are reflected in the olidiated statements of operations.
Leasehold improvements are amortized over the eshoftthe term of the lease or the estimated usiéubf the improvement.

Computer Software

Costs for the development of computer softwarehihbe sold, leased or otherwise marketed arétakiged when technological feasibility
has been established in accordance with Statemi&mancial Accounting Standards (“SFAS”) No. 88,ctounting for the Costs of
Computer Software to Be Sold, Leased, or OtherMatgketed”. These assets primarily relate to theetippment of credit process software
and quantitative credit assessment products taxéeded to customers. The capitalized costs géneisist of professional services
provided by third parties and compensation cosengbloyees that develop the software. These cost@amaortized on a straight-line basis
over three years, which approximates their uséfland are reported at the lower of unamortizest or net realizable value. At
December 31, 2003 and 2002, such amounts, includetther assets in the consolidated balance sheets,$9.0 million and $9.1 million,
respectively, (net of accumulated amortization 2.3 million and $7.8 million, respectively). Othassets at December 31, 2003 and 2002
also included $10.9 million and $14.2 million (métaccumulated amortization of $6.2 million and3ghillion, respectively) of acquired
software resulting from the April 2002 acquisitiohKMV. Amortization expense for all such softwdoe the years ended December 31,
2003, 2002 and 2001 was $7.3 million, $5.3 millzord $2.1 million, respectively.

The Company capitalizes costs related to softwaveldped or obtained for internal use in accordavite Statement of Position 98-1,
“Accounting for the Costs of Computer Software Deped or Obtained for Internal Usé'hese assets, included in property and equipm
the consolidated balance sheets, relate to the @ay'goaccounting, product delivery and other systeéduch costs generally consist of direct
costs of third party license fees, professionatises provided by third parties and employee corsp#on, in each case incurred either during
the application development stage or in connedtiibh upgrades and enhancements that increase dmadity. Such costs are depreciated
over their estimated useful lives, generally thieefive years. Costs incurred during the prelimyngiroject stage of development as well as
maintenance costs are expensed as incurred.

Long-Lived Assets, Including Goodwill and Other Acquiddntangible Assets

Intangible assets and other long-lived assetseaiewed for recoverability whenever events or clesnig circumstances indicate that the
carrying amount may not be recoverable. If thenestied undiscounted future cash flows are lower tharcarrying amount of the asset, a
is recognized for the difference between the cag@mount and the estimated fair value of the asset

Effective January 1, 2002, the Company adopted SNASL41, “Business Combinations” and SFAS No. I@&yodwill and Other Intangib
Assets”. SFAS No. 141 requires all business contininato be accounted for using the purchase methinder SFAS No. 142, goodwill and
other intangible assets with indefinite lives aodlanger amortized, but are tested for impairmemually or more frequently if impairment
indicators arise. This testing requires the Compargstimate the fair value of its applicable idéed reporting units based on the present
value of the expected future cash flows of thesunitthe book value of a reporting unit exceedsdhktimated fair value of the unit, a write-
down of goodwill is required. The Company compldtsdransitional impairment testing during theaeat quarter of 2002 and its annual
impairment testing in the fourth quarter of 2008 &003. In each test, the estimated fair valughefeporting units exceeded their book
values and therefore no write-down of goodwill waguired.

Stock-Based Compensation

In 2002 and prior years, the Company measureddsieod stock-based compensation using the intrivaige approach under Accounting
Principles Board (“APB”) Opinion No. 25 rather thapplying the fair value method provisions of Stag¢at of Financial Accounting
Standards No. 123, “Accounting for Stock-Based Censation” (“SFAS No. 123") as amended by SFAS Ni&, Accounting for Stock-
Based Compensation — Transition and Disclosure -araeandment of FASB Statement No. 123".
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Accordingly, the Company did not recognize comptasaxpense related to grants of employee stotkmgpand shares issued to
participants in its employee stock purchase plan.

On January 1, 2003, the Company adopted, on agetgp basis, the fair value method of accountargstock-based compensation under
SFAS No. 123. Therefore, employee stock optionatgchon and after January 1, 2003 are being exddnsthe Company over the option
vesting period, based on the estimated fair vafukeoaward on the date of grant. In addition, shassued to participants in the Company’s
employee stock purchase plan are being expenstteliyompany based on the discount from the maried peceived by the participants.

The consolidated statement of operations for tlee gaded December 31, 2003 includes compensatmeneg of $10.5 million related to
stock options granted, and stock issued underrtipgoyee stock purchase plan, since January 1, 2088consolidated statements of
operations for the years ended December 31, 2002@®d1 include no such expense. In addition, ttE82Xpense is less than that which
would have been recognized if the fair value methad been applied to all awards since the origéffactive date of SFAS No. 123 rather
than being applied prospectively. Had the Compatgrthined such stodkased compensation expense using the fair valueothgirovision:
of SFAS No. 123 since its original effective da#ody’s net income and earnings per share woule heen reduced to the pro forma
amounts shown below.

Year Ended December 31,

2003 2002 2001
Net income:
As reportec $363.¢  $288.¢ $212.C
Add: Stock-based compensation plan expense inclidegported net
income, net of ta 6.€ 0.1 0.2
Deduct: Stock-based compensation plan expensentiatt under the
fair value method, net of te (20.0) (14.39) (9.5
Pro forma net incom $350.5  $274.7  $202.¢
I | I
Basic earnings per sha
As reportec $244 $188 $ 1.3t
Pro forma $238 $17¢ $1.2¢
Diluted earnings per shar
As reportec $23¢ $18 $1.3¢
Pro forma $23C $178 $1.27

The pro forma disclosures shown above are not septative of the effects on net income and earrpegshare in future years.

The fair value of stock options used to computepttteforma net income and earnings per share digas is the estimated present value at
grant date using the Black-Scholes option-priciraged, with the following weighted average assumpio

2003 2002 2001
Expected dividend yiel 0.41% 0.41% 0.56%
Expected stock volatilit 30% 25% 25%
Risk-free interest rat 3.03% 4.1% 4.21%
Expected holding perio 5.Cyrs 4.5yrs  4.5yrs

The estimated weighted average fair value of Mosdystions granted in 2003, 2002 and 2001 was $1310%697 and $9.38, respectively.
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The consolidated statement of operations for ttae gaded December 31, 2003 includes compensatfmeneg of $0.3 million related to
shares of restricted stock issued in 2003 to thegamy’s Board of Directors under the 1998 Directlem. Since no restricted stock was
issued in 2002 and prior years, the consolidatestents of operations for the years ended DeceB8ih&002 and 2001 include no such
expense. The Company recorded compensation expefe2 million in 2002 and $0.4 million in 200Elated to outstanding performance
share grants for which the performance period enideithg 2002. No compensation expense relatedrforpeance share grants was recorded
for the year ended December 31, 2003.

Employee Benefit Plan

The assets, expenses, liabilities and obligatibasMoody’s reports for pension and other posteaient benefits are dependent on
assumptions concerning the outcome of future evamdscircumstances. These assumptions includetiosving:

« Future compensation increases, based on the Cor's lon¢-term actual experience and future outlc
 Discount rates, based on current yields on higdeyrporate lor-term bonds
« Future healthcare cost trends, based on histariagket data, ne-term outlooks and assessments of likely -term trends

» Long-term return on pension plan assets, baseldeoaexpected future average annual return for eejbr asset class within the plan’s
portfolio (which is principally comprised of equiind fixe«-income investments

In determining such assumptions, the Company ctswiith outside actuaries and other advisors wheemed appropriate. In accordance
with relevant accounting standards, if actual tssdiffer from the Company’s assumptions, suchedéhces are deferred and amortized over
the estimated future working life of the plan papants. While the Company believes that the as§omgpused in these calculations are
reasonable, differences in actual experience angdmin assumptions could affect the assets, egpgeliabilities and obligations related to
Company’s pension and other post-retirement benefit

Revenue Recognitio

The Company recognizes revenue in accordance wafh Accounting Bulletin No. 104, “Revenue Recogdprif'. As such, revenue is
recognized when an agreement exists, the servaeslteen provided and accepted by the customerafeedeterminable and the collection
of resulting receivables is considered probable.

Revenue attributed to ratings of issued securigiescognized when the rating is issued. Revernubwied to monitoring of issuers or issued
securities is recognized over the period in whighmonitoring is performed. In most areas of thimga business, the Company charges
issuers annual monitoring fees and amortizes seehriatably over the related one-year period.drcéise of commercial mortgaged-backed
securities, fees that are charged for future manicare amortized over the lives of the relaterliséies, which averaged approximately

26 years for the year ended December 31, 2003.

In areas where the Company does not separatelgehaonitoring fees, the Company defers portiorthefating fees that will be attributed
to future monitoring activities and recognizes steds ratably over the applicable estimated manigoperiod. The portion of the revenue to
be deferred is determined based on annual monitéeis charged for similar securities or issuetstha level of monitoring effort required
for a given type of security or issuer. The estadanonitoring period is determined based on facach as the frequency of issuance by the
issuers and the lives of the rated securities. &by, the estimated monitoring periods range ftbree years to ten years.

Revenue from sales of research products and freditaisk management subscription products is reizagl ratably over the related
subscription period, which is principally one yeevenue from licenses of credit risk managemeitivace is recognized at the time the
product is shipped to customers, or at such otimer &s the Company'’s obligations are complete.tRelsoftware maintenance revenue is
recognized ratably over the annual maintenancegeri

Amounts billed in advance of providing the relapedducts or services are credited to deferred nevamd reflected in revenue when earned.
The consolidated balance sheets reflect as culefatred revenue amounts that are expected tocbgmized within one year
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of the balance sheet date, and as non-currentrddfesvenue amounts that are expected to be rexmaijoiver periods greater than one year.
The majority of the balance in non-current defemedenue relates to fees for future monitoringahmercial mortgage-backed securities.

Accounts Receivable Allowanci

Moody'’s records as reductions of revenue provisfongstimated future adjustments to customeniglli based on historical experience and
current conditions. Such provisions are reflecteddditions to the accounts receivable allowandjeiséments to and write-offs of receivables
are charged against the allowance. Moody’s evadlitdeestimates on a regular basis and makes agjosd to its revenue provisions and the

accounts receivable allowance as considered apatepr

Operating Expenses

Operating expenses are charged to income as idcUrhese expenses include costs associated wittethdopment and production of the
Companys products and services and their delivery to custs. These expenses principally include emplogegensation and benefits a
travel costs that are incurred in connection whse activities.

Selling, General and Administrative Expens

Selling, general and administrative expenses aaegeld to income as incurred. These expenses insludeitems as compensation and
benefits for corporate officers and staff and conga¢ion and other expenses related to sales ofipimdrhey also include items such as
office rent, business insurance, professional éekgains and losses from sales and disposalsetsas

Foreign Currency Translation

For all operations outside the United States whHezeCompany has designated the local currencyeafitittional currency, assets and
liabilities are translated into U.S. dollars usemgl of year exchange rates, and revenue and exparesganslated using average exchange
rates for the year. For these operations, curréiacyglation adjustments are accumulated in a sepaomponent of shareholders’ equity.
Transaction gains and losses are reflected in oitveroperating income (expense), net. Transactimsglosses) were $2.2 million,

$0.3 million and ($0.1) million in 2003, 2002 andid, respectively.

Comprehensive Income

Comprehensive income represents the change irsgetsaof a business enterprise during a periodadinansactions and other events and
circumstances from non-owner sources includingidoreurrency translation impacts. The requiredldsmares have been included in the
consolidated statements of shareholders’ equitg. riét effect of income taxes on comprehensive igcas not significant for any period
presented.

Income Taxes

The Company accounts for income taxes under théitiamethod in accordance with SFAS No. 109, “Aoating for Income Taxes”.
Therefore, income tax expense is based on repiortethe before income taxes, and deferred inconmesteeflect the effect of temporary
differences between the amounts of assets anditlebthat are recognized for financial reportjgrposes and the amounts that are
recognized for income tax purposes.

Fair Value of Financial Instruments

The Company'’s financial instruments include casishcequivalents, trade receivables and payablebaridborrowings, all of which are
short-term in nature and, accordingly, approxinfatevalue. The fair value of the Company’s longatenotes payable is estimated using
discounted cash flow analyses based on the pnegailierests rates available to the Company fordwangs with similar maturities. The
carrying amount of the notes payable was $300.0omiat December 31, 2003, 2002 and 2001. The agtdfair value of the Company’s
notes payable were $334.6 million, $346.9 milliow $324.3 million at December 31, 2003, 2002 ar#fl 2€espectively.
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Concentration of Credit Risk

Financial instruments that potentially subject @@npany to concentration of credit risk principaibnsist of cash and cash equivalents and
trade receivables.

Cash equivalents consist of investments in higHitguavestment grade securities within and outditke United States. By policy, the
Company limits the amount it can invest with anyg @suer. The Company manages its credit risk expdsy allocating its cash equivalents
among various money market mutual funds, short-wzrtificates of deposit or issuers of high-grademercial paper. As of December 31,
2003, the Company did not maintain any derivatireestments or engage in any hedging activities.

Credit is extended to customers based on an ev@tuait their financial condition. No customer acnted for 10% or more of accounts
receivable at December 31, 2003 or 2002.

Earnings Per Share of Common Sto«

In accordance with SFAS No. 128, “Earnings per 8hdrasic earnings per share is calculated baseldeoweighted average number of
shares of common stock outstanding during the teygpperiod. Diluted earnings per share is cal@dajiving effect to all potentially dilutive
common shares, assuming that such shares werarditsg during the reporting period.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialslitiee disclosure of contingent assets
liabilities at the date of the financial statemeatsd the reported amounts of revenue and expelnsieg) the period. Actual results could
differ from those estimates. Estimates are usedfarnot limited to, revenue recognition, accousteivable allowances, income taxes,
contingencies, valuation of investments in affégtlong-lived and intangible assets and goodpaihsion and other post-retirement benefits,
stock options, and depreciation and amortizatidesréor property and equipment and computer soéwar

Reclassifications
Certain reclassifications have been made to tlgr pgar amounts to conform to the current yearegredion.
Recently Issued Accounting Pronouncemel

On January 12, 2004, the Financial Accounting StedglBoard (“FASB”) issued FASB Staff Position (FF$No. 106-1, “Accounting and
Disclosure Requirements Related to the Medicarsdfption Drug, Improvement and Modernization AER603”. The FSP permits
employers that sponsor post-retirement benefitpthat provide prescription drug benefits to retiréo make a one-time election to defer
accounting for any effects of the Medicare PresicnipDrug, Improvement, and Modernization Act 002Qthe “Act”). Without the FSP, ple
sponsors would be required under Statement of EiabAccounting Standards No. 106, “Employers’ Agoting for Postretirement Benefits
Other Than Pensionstp account for the effects of the Act in the fispatiod that includes December 8, 2003, the datétiesident signed t
Act into law. If deferral is elected, the defemalist remain in effect until the earlier of (a) theuance of guidance by the FASB on how to
account for the federal subsidy to be providedlam gponsors under the Act or (b) the remeasureonfgiian assets and obligations
subsequent to January 31, 2004. In accordancetlvdth SP, any measures of the accumulated postreditt benefit obligation or net
periodic post-retirement benefit cost in the finahstatements or accompanying notes do not retiteceffects of the Act on the Company’s
plan and specific authoritative guidance on theanting for the federal subsidy is pending and thatlance, when issued, could require the
Company to change previously reported informatidre Company has elected the deferral describedeadnad is in the process of evaluating
the effects of the Act on its post-retirement baaef
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On December 17, 2003, the Staff of the SecuritiesExchange Commission issued Staff AccountingeBinll(“SAB”) No. 104 (“SAB

No. 10¢"), “Revenue Recognition”, which supercedes SAB M@l, “Revenue Recognition in Financial Statemenkke primary purpose of
SAB No. 104 is to rescind accounting guidance doethin SAB No. 101 related to multiple elementarwe arrangements, which was
superceded as a result of the issuance of Emelggngs Task Force (“EITF”) No. 00-21, “Accountiray Revenue Arrangements with
Multiple Deliverables.” Additionally, SAB No. 104scinds the SEC’s Revenue Recognition in Finai&tetements Frequently Asked
Questions and Answers (the “FAQ") issued with SAB. Ml01 that had been codified in SEC Topic 13, ReeeRecognition. Selected
portions of the FAQ have been incorporated into S¥B 104. The revenue recognition principles of @& 101 remain largely unchanged
by the issuance of SAB No. 104. Accordingly, the@tbn of SAB No. 104 had no effect on the Compamgvenue recognition policies.

Note 3 Reconciliation of Weighted Average Shares @atanding

Below is a reconciliation of basic weighted averabares outstanding to diluted weighted averageestaitstanding:

Year Ended December 31,

2003 2002 2001
Weighted average number of sh—Basic 148.¢ 153.¢ 157.€

Dilutive effect of shares issuable under stock-dassmpensation
plans 3.4 3.€ 2.€
Weighted average number of sh—Diluted 152.: 157.% 160.2
I I I

Options to purchase 25,500 shares and 51,800 stfatesnmon stock were outstanding at December @23 2nd 2001, respectively, but
were not included in the computation of dilutedn@ags per share because the exercise prices ofogiicins were greater than the average

market price of the Company’s common stock durirgapplicable period (the “antidilutive optionsThere were no antidilutive options
outstanding as of December 31, 2002.

Note 4 Property and Equipment, Net

Property and equipment, net consisted of:

December 31,

2003 2002
Land, building and building improvemer $ 24.¢ $ 242
Office and computer equipme 41.¢€ 37.2
Office furniture and fixture 21.: 19.5
Interna-use computer softwal 23.7 18.€
Leasehold improvemen 33.€ 31.€
Property and equipment, at c 144.¢ 131
Less: accumulated depreciation and amortize (98.0) (80.9
Property and equipment, r $ 46.¢ $ 50.€

I I

The consolidated statements of operations reflegtatiation and amortization expense related taliowe assets of $18.3 million,
$14.0 million and $11.8 million for the years end#ecember 31, 2003, 2002 and 2001, respectively.

In 2002, the Company retired fully depreciated &sadéth an original cost of approximately $18.0lmail. There was no income statement
impact from such retirement.
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Note 5 Acquisitions
KMV

On April 12, 2002, Moody'’s acquired the businessmsprising KMV. The acquisition expands the prodaféérings and customer base of
Moody'’s credit risk assessment business, whichpragiously operated by Moody’s Risk Management Bes: The results of KMV have
been included in Moody’s consolidated financiatesteents since the acquisition date.

The aggregate purchase price of $212.6 million isted of $209.3 million in cash payments to théesgland $3.3 million in direct
transaction costs, primarily professional fees. plaiehase price was funded by using $128.3 millibkloody’s cash on hand and
$81.0 million of borrowings under Moody'’s existibgnk credit lines. The Company repaid those bomgw/in the second quarter of 2002.

The acquisition has been accounted for as a puecBd®mwn below is the purchase price allocatiorichveummarizes the fair values of the
assets acquired and liabilities assumed at theadaequisition.

Current assel $ 21.C
Property and equipment, r 4.€
Intangible asset:
Customer list (12.0 year life $50.7
Trade secrets (not subject to amortizati 2588
Other intangibles (5.2 year weighted average 6.3
Total intangible asse 82.t
In-process research and developr 1.1
Goodwill 118.:
Other asset 17.1
Liabilities assumei (32.0
Net assets acquire $212.¢
|

In accordance with SFAS No. 142, the acquired gahdmhich has been assigned to the Moody’s KMV reegt, will not be amortized. In
accordance with FASB Interpretation No. Applicability of FASB Statement No. 2 to Businessn@binations Accounted for by the Purch
Method”, the $1.1 million allocated to acquiredgrocess research and development was written affeidiately following the acquisition a

is included in selling, general and administraxpenses for the year ended December 31, 2002 @w&wssets above includes acquired cash
of $7.2 million. Other assets include acquiredwaft of $16.0 million with a life of 5 years. Foicome tax purposes, the excess of the
purchase price over the acquired net assets i@t be amortized over 15 years.

The following unaudited pro forma consolidated finial information, for the years ended December2BD2 and 2001, reflect the acquisit
of KMV as if it had been consummated as of the fieigig of each respective period, after giving dffeche following adjustments:

(i) elimination of transaction related charges hésg from the acquisition; (ii) amortization of guired intangible assets and software;

(iii) Moody'’s financing costs for the transactiamnsisting of interest expense that would have lie@nred on the $81.0 million of bank
borrowings and interest income that would have emgone on the balance of the purchase price(i@htelated income tax effects.

Year Ended December 31,

(pro forma)

2003 2002 2001
Revenue $1,246.t $1,038.. $ 840.¢
Net income $ 363.¢ $ 288.( $ 205.
Diluted earnings per sha $ 23¢ $ 18 $ 1.2¢
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The unaudited pro forma consolidated financial infation should be read in conjunction with the Camgs Form 8-K/A filed with the
Securities and Exchange Commission on June 26,2002

The unaudited pro forma consolidated financial infation is presented for comparative purposes antyis not intended to be indicative of
the actual consolidated results of operationswhatld have been achieved had the transaction bmesummated as of the dates indicated
above, nor does it purport to indicate results thay be attained in the future.

Korea Investors Servic

In August 1998, the Company made a 10% cost-bagestment in Korea Investors Service (“KIS”), a Ean rating agency. In

December 2001, the Company entered into a defindggreement to increase its investment to just 80%4, at a cost of $9.6 million with a
contingent payment of up to 6.9 billion Korean Wapproximately $5.8 million as of December 31, 20032005, based on KIS net income
for the three-year period ended December 31, 2D purchase price of $9.6 million was held in eacpending regulatory approval in
Korea, which was received in January 2002.

The investment was recorded at cost through Decefihe2001; starting in January 2002, the Compamgalidated the results of KIS in its
financial statements. The minority shareholdertsriest has been included in other long-term liibdi The purchase price allocation resulted
in amortizable intangible assets of $2.9 milliorihna weighted average life of 5.6 years and goda#i$1.9 million that is not being
amortized.

Argentine Rating Agencie
From 1999 through 2002, Moody’s made equity investts totaling $4.4 million in two Argentine ratiagencies.

In January 2002, the Argentine government annoutieedreation of a dual currency system in whidttade qualifying transactions would
settled at an expected fixed exchange rate of igémine pesos to one U.S. dollar, while non-quai{ transactions would be settled using a
free floating market exchange rate. In February22@e Argentine government announced a shiftdimgle free floating market exchange
rate. From 1991 until February 2002, the Argenfiaso had been pegged to the U.S. dollar at thefatee to one.

Given the significant adverse change in the ecooafitnate in Argentina, the Company determined thatArgentine ratings businesses and
their future operations and cash flows were mdtgiimpacted and that this was not a temporary geaifherefore, the recoverability of th
investments was reviewed based on a comparisoarnficg value to fair value, which was calculatethg estimated future discounted cash
flows of the businesses. Based on that reviewag determined that the fair values of these investswere $3.4 million less than the
aggregate carrying value; this amount was chargedpense in the fourth quarter of 2001.

As a result of the devaluation of the Argentinegoisat occurred in 2002, an acquisition-relatectpase price adjustment was triggered
relating to Moody'’s equity-basis investments in tive Argentine rating agencies. The adjustmentltedun Moody’s receiving additional
shares in these rating agencies, which increasestiil® ownership position to over 90%. As a ressthrting in January 2003 the Argentine
rating agencies are being consolidated in Moodyaricial statements.
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Note 6 Goodwill and Other Intangible Assets

Effective January 1, 2002, the Company adopted SNASL42, under which goodwill and other intangiasets with indefinite lives are no
longer amortized but are reviewed annually for vecability, or more frequently if impairment indicas arise. The following table reflects
net income and basic and diluted earnings per siairgy effect to SFAS No. 142 as if it were adapte January 1, 2001:

Year Ended December 31,

2003 2002 2001
Net income, as reporte $363.¢ $288.¢ $212.2
Add back: goodwill amortization expense, net of — — 1.2
Adjusted net incom $363.¢ $288.¢ $213.4
| | |
Basic earnings per sha

As reportec $ 2.44 $ 1.8¢ $ 1.3t
Adjusted $ 2.44 $ 1.8¢ $ 1.3t

Diluted earnings per shar
As reportec $ 2.3¢ $ 1.82 $1.3¢2
Adjusted $ 2.3¢ $ 1.8¢ $ 1.3¢

In connection with the 2002 acquisition of KMV, Mihgs acquired goodwill and intangible assets, wtdoh described in Note 5.

The following table summarizes the activity in gaditifor the periods indicated:

Year Ended Year Ended
December 31, 2003 December 31, 2002
Moody's Moody's Moody's Moody's
Investors Service KMV Consolidated Investors Service KMV Consolidated
Beginning balanc $ 2.3 $124.C  $126.% $ 04 $ 56 $ 6.C
Net change from acquisitio — — — 1.6 118.: 120.z
Other — 0.1 0.1 — 0.1 0.1
Ending balanc $ 2.3 $124.1 $126.¢ $ 2.3 $124.( $126.:

The following table summarizes intangible asselgesti to amortization at the dates indicated:

December 31,

2003 2002

Customer lists (11.3 year original weighted aver#gg $57.¢ $57.€
Accumulated amortizatio (10.€) (5.9
Net customer list $47.2 $52.F
| |

Other intangible assets (5.6 year original weiglateerage life $ 82 $82
Accumulated amortizatio (3.5) (1.8
Net other intangible asse $ 47 $64
| |

Total $51.¢ $58.¢
| |

Amortization expense for intangible assets sulifgeimortization for the years ended December 3032RP002 and 2001 was $7.0 million,
$5.3 million and $1.0 million, respectively.

Estimated future annual amortization expense fianigible assets subject to amortization is asvialo

Year Ending December 31,




2004
2005
2006
2007
2008
Thereaftel
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As of December 31, 2003, $25.5 million in traderstecacquired with the acquisition of KMV were sobject to amortization. Current
circumstances and conditions continue to suppomaefinite useful life.

Note 7 Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consisfetthie following:

December 31,

2003 2002
Accounts payabl $ 44 $ 13
Accrued income taxes (see Note 36.4 11.c
Accrued compensation and bene 126.1 117.:
Other 50.€ 55.C
Total $217.5 $184.¢

| |

Note 8 Pension and Other Post-Retirement Benefits

Moody’s maintains both funded and unfunded nondoutory defined benefit pension plans in which gabgally all U.S. employees of the
Company are eligible to participate. The plans faewefined benefits using a cash balance formas®d on years of service and career
average salary.

The Company also provides certain healthcare &mdhlsurance benefits for retired U.S. employeds Aealth care plans are contributory
with participants’ contributions adjusted annuathge life insurance plans are noncontributory. &beounting for the health care plans
anticipates future cost-sharing changes to theemriplans that are consistent with the Companysessed intent to fix the Company’s share
of costs and require retirees to pay for all fuiareases in plan costs in excess of the amouthiegber person company contribution in the
year 2005

Effective at the Distribution Date, Moody’s assunteglponsibility for pension and other post-retiraetri@enefits relating to its active
employees. New D&B has assumed responsibilityferGompany’s retirees and vested terminated emgoge of the Distribution Date.
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Following is a summary of the activity related hese benefit plans for the years ended Decemb&08B, and 2002, as well as the status of
the plans at December 31, 2003. The Company uBesember 31 measurement date for its pension duad pbst-retirement plans.

Pension Other Post-
Plans Retirement Plans
2003 2002 2003 2002
Change in benefit obligation
Projected benefit obligation, beginning of the pé $(53.9) $(41.2) $(6.1) $(4.€)
Service cos (6.9 (5.3 (0.9 (0.3
Interest cos 4.7 (2.9 (0.3 (0.9
Benefits paic 0.€ 0.4 0.1 0.1
Plan amendmer (0.5) — 0.5 (1.0)
Curtailment charg 0.€ — — —
Special termination benefit char (1.0 — — —
Actuarial gain/(loss (8.4) (2.9 0.t 0.3
Assumption chang (6.7) (1.€) (0.9 0.9
Projected benefit obligation, end of the pel $(79.7) $(53.3) $(6.1) $(6.1)
I | | |
Change in plan assets
Fair value of plan assets, beginning of the pe $71.t $79.4 $ — $ —
Actual return on plan asse 15.2 (7.5) — —
Benefits paic (0.6 (0.9 (0.7 (0.7
Contributions — — 0.1 0.1
Fair value of plan assets, end of the pe $ 86.1 $71.E $ — $ —
| | | |
Reconciliation of funded status to total amount
recognized
Funded status of the pla $ 64 $18.2 $(6.1) $(6.1)
Unrecognized actuarial lo: 38.:2 32.t 0.4 0.€
Unrecognized prior service cc 2.1 2.1 0.4 1.C
Net amount recognize $ 46.¢ $52.¢ $(5.9) $(4.5)
| | | |
Amounts recognized in the consolidated balance shs:
Prepaid pension co $ 60.2 $59.2 $ — $ —
Pension and pc-retirement benefits liabilit (15.9) (8.0 (5.9 (4.5)
Intangible asse 1.8 1.t — —
Net amount recognize $ 46.¢ $52.¢ $(5.9) $(4.5)
| | | |

The curtailment charge and special termination fieckearge relate to a benefit enhancement providgeter a Supplemental Executive

Benefit Plan maintained by the Company.

The accumulated benefit obligation related to thespon plans totaled $53.7 million and $36.4 millas of December 31, 2003 and 2002.
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Pension Plans

Other Post-
Retirement Plans

2003 2002 2001 2003 2002 2001
Components of net periodic (income) expense
Service cos $6.9 $5.1 $4.4 $0.4 $0.3 $0.4
Interest cos 4.1 2.8 2.4 0.3 0.2 0.2
Expected return on plan ass (7.7 (9.0 (8.3 — — —
Amortization of net loss from earlier perio 1.2 0.1 0.2 — — —
Amortization of unrecognized prior service cc 0.2 0.2 0.1 0.2 — —
Net periodic (income) expen $4.7 $0.7)  $(1.1) $0.9 $0.€ $0.€

| | | | | |

The following information is for pension plans withn accumulated benefit obligation in excess of plassets

2003 2002
Projected benefit obligatic 324 13.(C
Accumulated benefit obligatic 14.€

Fair value of plan asse

Additional Information:

Assumptions

Weighted-average assumptions used to determine fiteolgligations at December 31.:

Discount rate
Rate of compensation incree
Cash balance accumulation/conversion

Pension Plans

Other Post-
Retirement Plans

2003 2002 2003 2002
6.25% 6.7% 6.28% 6.7%%
3.91% 391% — —
50(% 50% — —

Weighted-average assumptions used to determinepeebdic benefit cost for years ended December 31:

Discount rate

Expected return on plan ass

Rate of compensation incree

Cash balance accumulation/conversion

Pension Plans

Other Post-Retirement Plans

2003 2002 2001 2003 2002 2001
6.7% 7.25% 7.5(%  6.7t% 7.25% 7.5(%
8.1(% 9.7% 9.7%% — — —
3.91% 4.41% 4.6% — — —
5.0(% 5500 57% — — —

For 2003, the Company used an assumed return aiopegplan assets of approximately 8.1%, which weterthined based on explicit long-
term return assumptions for each major asset eldss the Company’s pension plan portfolio. Mooslytorks with third party consultants
determine assumptions for long-term rates of retorhe asset classes that are included in itsiparplan investment portfolio. These return
assumptions reflect a long term time horizon. Talksp reflect a combination of historical performarmmalysis and forward looking views of
the financial markets including consideration dfdation, current yields on long-term bonds and @®arnings ratios of the major stock mau

indices.
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Assumed Healthcare Cost Trend Rates at Decembel

2003 2002 2001
Healthcare cost trend rate assumed for the follgwear, for both prage 6!
and pos-age 6& 10.% 11.(% 8.&%
Ultimate rate to which the cost trend rate is as=aito decline (ultimate
trend rate), for both p-age 65 and pc-age 6£ 6.C% 6.C% 5.C%
Year that the rate reaches the ultimate trend 200¢ 200¢  200¢

Assumed healthcare cost trend rates can have ificagih effect on the amounts reported for the peitement healthcare plans. A one
percentage-point change in assumed healthcarérendtrates would have had the following effectdvmody’s pre-tax expense in 2003:

One Percentage-Point

Increase Decrease

Effect on total of service and interest c $— $ —
Effect on pos-retirement benefit obligatio 0.2 (0.7

Plan Assets

Moody’s pension plan assets at December 31, 2002602 were allocated among the following categorie

Percentage of
Plan Assets
at December 31,

Asset Category 2003 2002
Equity securitie: 71% 53%
Debt securitie! 21% 38%
Real estat 8% 9%
Total 10C% 100%
| |

Moody'’s investment objective for its pension plasets is to earn total returns that will minimia&ufe contribution requirements over the
long run within a prudent level of risk. The Compancurrent pension plan asset allocation target§@ approximately seventy percent of
assets to be invested in equity securities, diffedsacross U.S. and non-U.S. stocks of small, omadind large capitalization, twenty percent
in investment grade bonds and the remainder inestate funds. The use of derivatives to leverhgeobrtfolio or otherwise is not permitted.
The Company’s monitoring of its Retirement Plariudes ongoing reviews of investment performancauahliability measurements,
periodic asset/liability studies and investmentfodio reviews.

Moody'’s other post-retirement plans are unfundeditaerefore have no plan assets.

Cash Flows

Future Employer Contributions Pension Plans Other Post-Retirement Plans

2004 (expectec $— $0.1
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Profit Participation Plan

Moody'’s has a profit participation plan (the “Plarbvering substantially all U.S. employees. ThenRirovides for an employee salary
deferral contribution and Company contributions.fogees may contribute up to 16% of their pay, saibjo the federal limit. Moody’s
contributes an amount equal to 50% of employeeritaritons, with Moody’s contribution limited to 3% the employee’s pay. Moody’s
makes additional contributions to the Plan thattesed on growth in the Compasyarnings per share. Expense associated witpldrisva:
$18.3 million, $15.1 million and $11.1 million iMd@3, 2002 and 2001, respectively.

International Plans

Certain of the Company’s international operatiorm/jule pension benefits to their employees in thenfof defined contribution plans.
Company contributions are primarily determined pgi@entage of employees’ eligible compensatiopeEse related to these plans for the
years ended December 31, 2003, 2002 and 2001 wasxapately $2.4 million, $1.6 million and $1.2 fioh, respectively

Note 9 Stock-Based Compensation Plans

Prior to the 2000 Distribution, certain employeé#loody’s received grants of Old D&B stock optiomsder Old D&B’s 1998 Key
Employees’ Stock Option Plan (the “1998 Plan”).ti¢ Distribution Date, all unexercised Old D&B dtaiptions held by Moody’s
employees were converted into separately exer@sgitions to acquire Moody’s common stock and saphrexercisable options to acquire
New D&B common stock, such that each option hadstimae ratio of the exercise price per option tontlagket value per share, the se
aggregate difference between market value and isggudice, and the same vesting provisions, ogieEniods and other terms and conditions
applicable prior to the 2000 Distribution. Old D&Bock options held by employees and retirees ofi3l& were converted in the same
manner. Immediately after the 2000 Distributiore 998 Plan was amended and adopted by the Company.

Under the 1998 Plan, 16,500,000 shares of the Coyrgraommon stock were reserved for issuance. B98 Plan provides that options are
exercisable not later than ten years from the gtaté. The vesting period for awards under the 488 is determined by the Board of
Directors at the date of the grant and has prifigib@en four years. Options may not be grantddsa than the fair market value of the
Company’s common stock at the date of grant. Feeritive stock options granted to a shareholderarerthan 10% of the Company’s
outstanding stock, the exercise price per shareatdre less than 110% of the fair market valugdhef@ompanys common stock at the date
grant. The 1998 Plan also provides for the grantingstricted stock.

The 2001 Moody’s Corporation Key Employees’ Stae&dntive Plan (the “2001 Plan”) was approved byBbard of Directors in

February 2001 and approved by the Compastareholders in April 2001. Under the 2001 pa®00,000 shares of common stock have |
reserved for issuance. Options may not be grantledsthan the fair market value of the Compangismon stock at the date of grant. The
2001 Plan provides that options are exercisabléatet than ten years from the grant date. Thanggteriod for awards under the 2001 Plan
is determined by the Board of Directors at the déttne grant and has been four years. Unlike #881Plan, the 2001 Plan also provides that
consultants to the Company or any of its subsigléagire eligible to be granted options. The 200t Blso provides for the granting of
restricted stock.

Under the 1998 and 2001 Plans, key employees ditimepany may be granted shares of common stockl lmasthe achievement of revenue
growth goals or other operating objectives (“Parfance Shares”). At the end of the performance geGompany performance at target will
yield the targeted amount of shares, whereas Coynpenfiormance above or below target will yield Ergr smaller share awarc
respectively. As a result of the 2000 Distributionfstanding Performance Share grants were combvsuieh that the Company’s employees
would receive a combination of Moody’s shares aa&hdn lieu of New D&B shares. In 2001, approxirhafi®0,000 shares of Moody’s
common stock were awarded based on the Companigaue performance for 1999 and 2000. Cash payrmagategating $2.5 million were
made in lieu of New D&B shares. There were no newid?Pmance Share grants in 2003, 2002 or 2001 Cldrepany recorded compensation
expense of $0.2 million in 2002 and $0.4 millior2@01, relating to performance shares granted 89 1fr which the performance period
ended in 2002. No compensation expense relatipgrfiormance share grants was recorded for thegreded December 31, 2003.

The Company maintains a stock plan for its BoarBioéctors, the 1998 Directors Plan (the “DirectBtan”), which permits the granting of
awards in the form of non-qualified stock optiorestricted stock or performance shares. The Dirgd¥an provides that
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options are exercisable not later than ten yeara the grant date. The vesting period is determatdbe date of the grant and is generally
year. Under the Directors Plan, 400,000 shareswingcon stock were reserved for issuance. Any diraaftthe Company who is not i
employee of the Company or any of its subsidiaaesf the date that an award is granted is eligibfgarticipate in the Directors Plan. Dur
the year ended December 31, 2003, the Companyegrapiproximately 16,000 shares of restricted spockuant to the Directors Plan, with
an aggregate grant date fair value of $675,000.

In February 2004, Moody’s awarded long-term, egbiged compensation as a mix of stock options estticted stock, rather than
exclusively as stock options as the Company hase @othe past. The aggregate grants were approgiynat2 million options and 0.4 million
shares of restricted stock, all under the 2001.Rlhe options and a portion of the restricted stoedt ratably over four years. The remaining
restricted stock will vest over a period of thredite years, depending on growth in the Companparating income.

Also in February 2004, Directors of the Companyevgranted approximately 7,000 shares of restristeck under the Directors Plan.

Changes in stock options for the three years ebdmgmber 31, 2003 are summarized below:

Weighted
Number Average
Outstanding Exercise Price

Options outstanding, December 31, 2| 19.c $22.3(
Granted 0.1 34.7
Exercisec (2.5) 17.0¢
Surrendered or retire (2.2 24.2¢

Options outstanding, December 31, 2| 14.7 23.0(
Granted 3.8 40.01
Exercisec (2.5) 19.31
Surrendered or retire (0.7) 27.4:

Options outstanding, December 31, 2| 15.8 27.6:8
Grantec 3.€ 42.7:
Exercisec 3.0 23.8i
Surrendered or retire (0.6) 32.6i

Options outstanding, December 31, 2| 15.2 $31.7¢

|

Below is a summary of Moody'’s stock options held\Wgody’s employees and by New D&B employees anidees as of each date:

New D&B
Moody's Employees
Employees and Retirees

Options outstanding a

December 31, 20C 8.€ 6.1
December 31, 200 11.1 4.2
December 31, 200 12.€ 2.€
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The following table summarizes information abowicktoptions outstanding at December 31, 2003:

Options Outstanding

Average
Remaining Weighted
Number  Contractual Average
Range of Exercise Prices Outstanding Life in Years Exercise Price
$14.5--$19.94 1.3 2.5 $16.7¢
$21.4-%$23.96 2.5 5.4 $21.7¢
$25.1:-$28.13 4.t 5.1 $27.41
$33.9-$39.98 3.1 8.1 $39.87
$40.5-$43.55 3.7 9.C $42.4:¢
$52.0%-$60.50 0.1 9.¢ $56.6(
Total 15.2
|
Options Exercisable
Weighted
Number Average
Range of Exercise Prices Exercisable Exercise Price

$14.5-$19.94
$21.4-$23.96 $21.7%
$25.1:-$28.13 $27.2¢

1.3 $16.7¢

1.€

3.4
$33.9-$39.98 0.7 $39.8:

0.1

7.1

|

$40.5-%$43.55 $40.9¢
$52.0:-$60.50

Total

In addition, the Company also sponsors the Moo@ggporation Employee Stock Purchase Plan (“ESPIig. ESPP allows eligible
employees to purchase common stock of the Compamyronthly basis at 85% of its fair market valuaetre first trading day of the month.
Plan participants can elect an after-tax payradludtion of one percent to ten percent of compensasiubject to the federal limit.

Note 10 Income Taxes

Components of the Company’s income tax provisi@naar follows:

Year Ended December 31,

2003 2002 2001
Current:

Federal $199.7 $150.¢ $102.4
State and loce 63.€ 54.4 49.c
Non U.S. 35.2 26.2 16.5
Total curreni 298.€ 231.2 168.2

Deferred:
Federal (3.9 (3.5 1.2
State and loce (1.5) 14 0.t
Non U.S. (0.9) (0.6 (0.2)
Total deferrec (6.1 (2.7) 1.t
Total provision for income taxe $292.5 $228.t $169.7
I I I
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A reconciliation of the U.S. federal statutory take to the Company’s effective tax rate on incdr@fre provision for income taxes is as
follows:

Year Ended December 31,

2003 2002 2001
U.S. statutory tax rai 35.(% 35.(% 35.(%
State and local taxes, net of federal tax bel 6.2 7.C 8.5
U.S. taxes on foreign incon 0.2 0.7 1.0
Other 3.1 1.5 (0.7
Effective tax rate 44 % 44.%% 44 .0%
[ [ [

Income taxes paid were $210.6 million, $226.6 wrilland $98.6 million in 2003, 2002 and 2001, retpely. Taxes paid in 2002 included
approximately $50 million of 2001 income tax payrsethat were deferred due to the September 1igedsa

The components of deferred tax assets and liasilére as follows:

December 31,

2003 2002
Deferred tax asset
Current:
Accounts receivable allowanc $ 6.¢ $ 6.7
Accrued compensation and bene 5.1 4.5
Other 1.C 0.¢
Total current 13.C 12.1
Non-current:
Depreciation and amortizatic - 5.8
Benefit plans 13t 6.2
State taxe 1.8 7.8
Other 8.C 7.2
Total nor-current 28.€ 26.5
Total deferred tax asse 41.€ 38.€
Deferred tax liabilities
Current:
Prepaid expenst (1.4) (1.4)
Total current (1.4) (1.4)
Non-current:
Prepaid pension cos (25.1) (24.5)
Amortization of intangibles and capitalized softe/ (6.9) (4.8
Other (0.3 (0.3)
Total nor-current (32.0 (29.9)
Total deferred tax liabilitie (33.9 (30.9)
Net deferred tax ass $ 8.2 $ 7.8
| |

The current deferred tax assets, net of curremrded tax liabilities, as well as prepaid taxe$@f7 million and $1.3 million at December 31,
2003 and 2002, respectively, are included in otiierent assets in the consolidated balance sh¢etscurrent tax receivables of

$26.5 million at December 31, 2003 and 2002 arkidex in other assets. Non-current deferred téiliies, net of non-current deferred tax
assets, are included in other liabilities. Managerh@s determined, based on the Com’s history of prior and current levels of operat



earnings, that no valuation allowance for defeteedassets should be provided as of December 8B &3d 2002.
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At December 31, 2003, undistributed earnings ofbdB. subsidiaries aggregated $80.8 million. Eaysifiom the United Kingdom, France
and Japan are or will be remitted to the U.S. oegallar basis. As such, taxes related to antiaipdigtributions have been provided in the
consolidated financial statements. Deferred tebilltees have not been recognized for approxima$llg million of undistributed foreign
earnings that management intends to reinvest auteElU.S. If all such undistributed earnings wersitted to the U.S., the amount of
incremental U.S. federal and foreign income taxasple, net of foreign tax credits, would be apprately $1.7 million.

Note 11 Indebtedness

In connection with the 2000 Distribution, Moody'ssvallocated $195.5 million of debt at Septembe2800. Moodys funded this debt wit
borrowings under a $160 million unsecured bank Ikeng credit facility and a bank bridge line of die

On October 3, 2000 the Company issued $300 mitifomotes payable (the “Notes”) in a private placetm&he cash proceeds from the Notes
were used in part to repay the outstanding balandée revolving credit facility and to repay thiédige line of credit. The Notes have a five-
year term and bear interest at an annual rate64f4, payable sel-annually. In the event that Moody’s pays all ortfud the Notes in

advance of their maturity (the “prepaid principauch prepayment will be subject to a penaltyudated based on the excess, if any, of the
discounted value of the remaining scheduled paysnastdefined in the agreement, over the prepaidipal. Interest paid under the Notes
was $22.8 million, $22.8 million and $22.6 millioespectively for the years ended December 31,,280R and 2001. Total interest expe
was $23.5 million, $23.5 million and $22.9 millioespectively for the years ended December 31,,200R and 2001.

The revolving credit facility (the “Facility”), with had no borrowings outstanding as of Decembe2@13, consists of an $80 million 5-year
facility that expires in September 2005 and an$80on 364-day facility that expires in SeptemI2804. Interest on borrowings under the 5-
year facility is payable at rates that are basetheriondon InterBank Offered Ra“LIBOR”) plus a premium that can range from 18 lsasi
points to 50 basis points depending on the Compamio of total indebtedness to earnings befaerést, taxes, depreciation and
amortization (“Earnings Coverage Ratio”), as ddliirethe related agreement. At December 31, 2083) premium was 18 basis points.
Interest on borrowings under the 364-day faciktpayable at rates that are based on LIBOR plusraipm of 30.5 basis points. The
Company also pays annual facility fees, regardiés®rrowing activity under the Facility. The anhéees for the 5-year facility can range
from 7 basis points of the facility amount to 1Bdsis points, depending on the Company’s Earnimye@ge Ratio, and were 7 basis points
at December 31, 2003. The annual fees for the 3§4&atility are 7 basis points. Under each facilihe Company also pays a utilization fee
of 12.5 basis points on borrowings outstanding wihenaggregate amount outstanding under suchtfaeiceeds 33% of the facility.

In April 2002, Moodys used the Facility to initially fund a portiontbie purchase price for the KMV acquisition; suchrbaings were repa
in the second quarter of 2002. During 2002, Moodys® borrowed under the Facility to fund shareirepases. Interest paid under the
Facility was $0.6 million in 2003 and $0.3 milliam 2002.

The Notes and the Facility (the “Agreements”) camtavenants that, among other things, restricthibty of the Company and its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset satesade-leaseback transactions or to incur
liens. The Notes and the Facility also containritial covenants that, among other things, reqhieedompany to maintain an interest
coverage ratio, as defined in the Agreements, bfess than 3 to 1, and an Earnings Coverage Regidefined in the Agreements, of not
more than 4 to 1. At December 31, 2003, the Compaas/in compliance with such covenants. If an eeéefault were to occur (as defined
in the Agreements) and was not remedied by the @osnpithin the stipulated timeframe, an acceleratibthe Notes and restrictions on the
use of the Facility could occur.

Note 12 Capital Stock
Authorized Capital Stocl

The total number of shares of all classes of sthakthe Company has authority to issue underattd®ed Certificate of Incorporation is
420,000,000 shares with a par value of $0.01, a€kv#00,000,000 are shares of common stock, 1000re shares of preferred stock and
10,000,000 are shares of series common stock. fefierped stock and series common stock can bedssitk varying terms, as determined
by the Board of Directors.
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Rights Agreemen

The Company has a Rights Agreement designed teqirib$ shareholders in the event of unsolicitddrefto acquire the Company and
coercive takeover tactics that, in the opinionhaf Board of Directors, could impair its abilityrepresent shareholder interests. Under the
Rights Agreement, each share of common stock higbethat trades with the stock until the rightbmes exercisable. Each right entitles the
registered holder to purchase 1/1000 of a shaaesefies A junior participating preferred stock; yalue $0.01 per share, at a price of $100
per 1/1000 of a share, subject to adjustment. iffdsrwill generally not be exercisable until agmar or group (“Acquiring Person”) acquires
beneficial ownership of, or commences a tender affexchange offer that would result in such pemsogroup having beneficial ownership
of, 15% or more of the outstanding common stockuah time.

In the event that any person or group becomes guificg Person, each right will thereafter entitieholder (other than the Acquiring
Person) to receive, upon exercise and paymengsiofistock having a market value equal to two sithe exercise price in the form of the
Company’s common stock or, where appropriate, tbguiking Person’s common stock. The rights arecnotently exercisable, as no
shareholder is currently an Acquiring Person. TbenBany may redeem the rights, which expire in B8G8, for $0.01 per right, under
certain circumstances, including for a Board-apptbacquirer either before the acquirer becomescauifing Person or during the window
period after the triggering event as specifiechim Rights Agreement.

Share Repurchase Prograi

During October 2002, Moody’s completed the $300iamishare repurchase program that had been améltbbly the Board of Directors in
October 2001. On October 22, 2002, the Board oédars authorized an additional $450 million shamurchase program, which includes
both special share repurchases and systematicchegaas of Moody’s common stock to offset the dikigffect of share issuance under the
Company’s employee stock plans.

For the year ended December 31, 2003, Moody’s offased 3.5 million shares at a total cost of $1#illfon, including 3.2 million shares
to offset issuances under employee stock planse3iacoming a public company in September 200Gtaodgh the end of 2003, Moody’s
has repurchased 23.0 million shares at a totalafdg881.0 million, including 9.3 million sharesaffset issuances under employee stock
plans.

Dividends

During 2003, 2002 and 2001, the Company paid ateguiadividend of 4.5 cents per share of Moody’snoaon stock, resulting in dividends
paid per share of 18.0 cents in each year. In Dbee2003, the Company’s Board of Directors declaréidst quarter 2004 dividend of 7.5
cents per share, payable on March 10, 2004 to lsblalers of record on February 20, 2004.

Note 13 Lease Commitments

Moody’s operates its business from various leaaeilities, which are under operating leases thpireover the next nine years. Moody’s
also leases certain computer and other equipmelarwperating and capital leases that expire dvenéxt six years. Rent expense under
operating leases for the years ended Decembel088, 2002 and 2001 was $13.3 million, $11.3 millémd $8.0 million, respectively. Rent
expense for 2002 and 2001 was net of subleasd nectene of $0.6 million and $1.0 million, respesetiy. There was no sublease rental
income in 2003.

During 2002, Moody'’s recorded approximately $3.9ion of computer equipment subject to capital &abligations. Accumulated
amortization at December 31, 2003 includes apprateiy $1.3 million related to capital lease obligas.
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The approximate minimum rent for leases that haweaining or original noncancelable lease termxaess of one year at December 31,
2003 is as follows:

Capital Operating

Year Ending December 31, Leases Leases

2004 $1.3 $17.2
2005 1.3 12.7
2006 — 8.7
2007 — 6.C
2008 — 4.8
Thereafte — 5.1
Total minimum lease paymer 2.€ $54.5

|
Less: amount representing inter (0.3

Present value of net minimum lease payments urajetat lease $2C5
|

Note 14 Contingencies

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that amdantal to the Company’s business,
including claims based on ratings assigned by Mdyfanagement periodically assesses the Compéiapitities and contingencies in
connection with these matters, based upon thet lafesmation available. For those matters wheeeptobable amount of loss can be
reasonably estimated, the Company believes itdasded appropriate reserves in the consolidateah{ial statements. In other instances,
because of the uncertainties related to both thlegirle outcome and amount or range of loss, maragdamunable to make a reasonable
estimate of a liability, if any. As additional infoation becomes available, the Company adjusesiessments and estimates of such
liabilities accordingly.

Based on its review of the latest information aafalié, in the opinion of management, the ultimatbility of the Company in connection with
pending legal and tax proceedings, claims andhlitign will not have a material adverse effect onolligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

Discussion of contingencies is segregated betwezsetmatters that relate to Old D&B, its predecaessand their affiliated companies
(“Legacy Contingencies”) and those that relate ollly’s business and operations (“Moody’s Matters”).

Legacy Contingencies

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

In November 1996, The Dun & Bradstreet Corporationugh a spin-off separated into three separatégpeompanies: The Dun &
Bradstreet Corporation, ACNielsen Corporation (“A€Nen”) and Cognizant Corporation (“Cognizanthgt'1996 Distribution”).

In June 1998, The Dun & Bradstreet Corporationugtoa spin-off separated into two separate publimpganies: The Dun & Bradstreet
Corporation and R.H. Donnelley Corporation (“Donegl) (the “1998 Distribution”). During 1998, Cogrant through a spin-off separated
into two separate public companies: IMS Health tpooated (“IMS Health”) and Nielsen Media Reseataol, (‘NMR”). In September 200l
The Dun & Bradstreet Corporation (“Old D&B”) throlg spin-off separated into two separate publicganmes: New D&B and Moody'’s, as
further described in Note 1, Description of Busiead Basis of Presentation.
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Information Resources, Inc

In July 1996, Information Resources, Inc. (“IRfiled a complaint in the U. S. District Court fdret Southern District of New York, naming
defendants the corporation then known as The Dirafstreet Corporation, A.C. Nielsen Company (es&liary of ACNielsen) and IMS
International, Inc. (a subsidiary of the compamgntiknown as Cognizant). At the time of the filifglee complaint, each of the other
defendants was a subsidiary of The Dun & Bradsteeporation.

The complaint alleges various violations of Unigtdtes antitrust laws under Sections 1 and 2 o$tteman Act. The complaint also alleges
a claim of tortious interference with a contraatl @claim of tortious interference with a prospeetbusiness relationship. These claims relate
to the acquisition by defendants of Survey Rese@rctup Limited (“SRG”). IRI alleges SRG violated alteged agreement with IRl when it
agreed to be acquired by the defendants and thatetendants induced SRG to breach that agreement.

IRI's antitrust claims allege that the defendar@sedoped and implemented a plan to undermine I&libty to compete within the U.S. and
foreign markets in North America, Latin America,idsEurope and Australia/New Zealand through aesasf anti-competitive practices,
including: unlawfully tying/bundling services inghmarkets in which defendants allegedly had monopolver with services in markets in
which ACNielsen competed with IRI; entering intackisionary contracts with retailers in certain cioi@s to deny IRI's access to sales data
necessary to provide retail tracking services artificially raise the cost of that data; predatpricing; acquiring foreign market competitors
with the intent of impeding IRI's efforts to expardisparaging IRI to financial analysts and cligatsd denying IRl access to capital
necessary for it to compete.

IRI's complaint originally alleged damages in exxe$§ $350 million, which IRl asked to be trebledlenantitrust laws. IRI has since revised
its allegation of damages to exceed $650 milliohicl IRI also asked to be trebled. IRI also seekstive damages of an unspecified
amount.

In April 2003, the court denied a motion for pdriammary judgment by the defendants that sougdistoiss certain of IRI's claims and
granted in part a motion by IRI seeking reconsitie@naof certain summary judgment rulings the Cdwatl previously made in favor of the
defendants.

In December of 2003, IRl was acquired by the Gingkquisition Corporation, an affiliate of Symphomgchnology Il — A. L. P. and certain
other parties. As part of that transaction, a stayurust called the Information Resources, Initightion Contingent Payment Rights Trust
(the “Trust”) was formed. The Trust was createdyant, to issue contingent value rights certifisgt€VRs"), which represent an interest in
the IRI lawsuit. The CVRs are governed by a Comirig/alue Rights Agreement among IRI and the aegsiiand are a tradeable security
listed on the OTC Bulletin Board. As part of theghase consideration, each IRI stockholder recedreddlCVR for each share of IRl comrmr
stock owned, entitling the selling stockholdersatoro rata portion of the proceeds from the IRIdaiy if any, allocated to the Trust. The
Trust will be entitled to receive an amount eqoad8% of any proceeds from the IRI lawsuit to thest that such proceeds are equal to or
less than $200 million and 75% of any such procéedgcess of $200 million. The remaining procedtsny, will be the property of IRI. A
body consisting of five rights agents was appoititedirect and supervise the IRI Litigation on béb&IRIl and CVR holders. Gingko
Corporation named two of the rights agents, IRI edrtwo of the rights agents and these four righ&ts selected the fifth “independent”
rights agent. Under the Contingent Value Rightse&gnent, a majority of the rights agents (other thanindependent rights agent) must
approve any settlement of the IRI lawsuit. The iinfation contained in this paragraph is solely basethe tender offer statement filed by
Gingko Acquisition Corporation and other persong #ire registration statement filed by the Trustannection with the acquisition of IRI.

In connection with the 1996 Distribution, NMR (thkmown as Cognizant Corporation), ACNielsen and madley (then known as The Dun
Bradstreet Corporation) entered into an Indemnity doint Defense Agreement (the “Indemnity andtloefense Agreement”), pursuant to
which they agreed to:

« allocate potential liabilities that may relate anise out of or result from the IRI lawsu”IRI Liabilities”); and

« conduct a joint defense of such acti
In particular, the Indemnity and Joint Defense Agnent provides that:

« ACNielsen will assume exclusive liability for IRfabilities up to a maximum amount to be calculaéd such time as such liabilities
become payable as a result of a final-appealable judgment or any settlement permitte@wutig Indemnity an
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Joint Defense Agreement (t“ACN Maximum Amoun”); and
» Donnelley and NMR will share liability equally fany amounts in excess of the ACN Maximum Amo

As noted above, ACNielsen is responsible for thieLiRbilities up to the ACN Maximum Amount. The lechnity and Joint Defense
Agreement provides that ACNielsen initially is tetérmine the amount that it will pay at the timeseftlement or a final judgment, if any, in
IRI's favor (the “ACN Payment”). The ACN Paymentuitd be less than the ACN Maximum Amount. The Indéynand Joint Defense
Agreement also provides for each of Donnelley aiMRNo pay IRl 50% of the difference between theleetent or judgment amount and -
ACN Payment, and for ACNielsen to issue a secured (the “ACN Note”), subject to certain limits, éach of Donnelley and NMR for the
amount of their payment. The principal amount afheACN Note issued to Donnelley and NMR, howewetinmited to 50% of the difference
between the ACN Maximum Amount and the ACN Paymandl is subject to a further limitation that it nahexceed 50% of the amount of
any proceeds from any recapitalization plan designanaximize ACNielsen’s claims paying ability. @ ACN Notes would become payable
upon the completion of any such recapitalizatiampl

The Indemnity and Joint Defense Agreement alsoigesvthat if it becomes necessary to post any pending an appeal of an adverse
judgment, then NMR and Donnelley shall obtain thadrequired for the appeal, and each shall pay &08te costs of such bond, if ar
which cost will be added to IRI Liabilities. Undiixe terms of the 2000 Distribution, Moody’s woulel tesponsible for 25% of the total costs
of any bond.

The ACN Maximum Amount will be determined by andéstment banking firm as the maximum amount that A&&¥n is able to pay after
giving effect to:

* any recapitalization plan submitted by such itwest bank that is designated to maximize the dgiaying ability of ACNielsen
without impairing the investment banking fi's ability to deliver a viability opinion and withbrequiring shareholder approval; a

« payment of interest on the ACN Notes and related Bnd expense

For these purposes, “viability” means the abilityA@Nielsen, after giving effect to such recapitalion plan, the payment of interest on the
ACN Notes, the payment of related fees and expemrs@éshe payment of the ACN Maximum Amount, to:

 pay its debts as they become due;

« finance the current and anticipated operatingcapital requirements of its business, as recastltby such recapitalization plan, for
two years from the date any such recapitalizatian s expected to be implement

In 2001, ACNielsen was acquired by VNU N.V. VNU N.&ssumed ACNielsen’s liabilities under the Indemnaind Joint Defense
Agreement, and pursuant to the Indemnity and Jo&fiense Agreement, VNU N.V. is to be included witBNielsen for purposes of
determining the ACN Maximum Amount.

In connection with the 1998 Distribution, Old D&B&Donnelley (then known as The Dun & BradstreatpOmation) entered into an
agreement (the “1998 Distribution Agreement”) wigr©Ild D&B assumed all potential liabilities of Duglley arising from the IRI action
and agreed to indemnify Donnelley in connectiorhwiich potential liabilities. Under the terms af 2000 Distribution, New D&B
undertook to be jointly and severally liable wittobtly’s for Old D&B'’s obligations to Donnelley undére 1998 Distribution Agreement,
including any liabilities arising under the Indetyréind Joint Defense Agreement, and arising froenl®l action itself. However, as between
New D&B and Mood’s, it was agreed that under the 2000 Distributeach of New D&B and Moody’s will be responsible &% of any
payments required to be made to or on behalf ofletey with respect to the IRI action under therteiof the 1998 Distribution Agreement,
including legal fees or expenses related to theatiRibn.

As a result, the Company will be responsible fer playment of 25% of the portion of any judgmengeattlement in excess of the ACN
Maximum Amount (as adjusted to include VNU N.V.eWD&B will be responsible for the payment of am@idnal 25% (together
constituting Donnelles liability under the Indemnity and Joint Defensgréement for 50% of such amount) and NMR will bepamnsible fo
payment of the remaining 50% of liability in excesthe ACN Maximum Amount. In addition, each oéthbove parties, in accordance with
the foregoing percentages, may be required to advarportion of the amount, if any, by which theM\®aximum Amount exceeds the
amount of the ACN Payment. However, because ligtfitir violations of the antitrust laws is jointéseveral and because many of the rights
and obligations relating to the Indemnity and J@iefense Agreement are based on
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contractual relationships, the failure of a paayhe Indemnity and Joint Defense Agreement talffit§ obligations could result in the other
parties bearing a greater share of the IRI Liabdit

As a result of their 1998 separation and pursuatiie related distribution agreement, IMS Healtth BiIMIR are each jointly and severally
liable for all Cognizant liabilities under the Indaity and Joint Defense Agreement.

Discovery in the lawsuit is ongoing, and althoulgé tourt earlier set a trial date for SeptembedA2@te court rescinded that date in
January 2004 and there is currently no trial dateMoody’s is unable to predict at this time thitcmme of the IRI action or the financial
condition of ACNielsen and VNU N.V. at the timeanfy such outcome (and hence the Company cannotagstthe amount of the ACN
Payment, the ACN Maximum Amount and the portiomioy judgment to be paid by VNU N.V. and ACNielserder the Indemnity and Joint
Defense Agreement).

Therefore, Moody’s is unable to predict at thisdimhether the resolution of this matter could maligraffect the Company'’s financial
position, results of operations, or cash flows. @&dingly, no amount in respect of this matter hesrbaccrued in the Company’s consolidated
financial statements. If, however, IRl were to @iéin whole or in part in this action or if Moodyls required to pay or advance a significant
portion of any settlement or judgment, the outcarhthis matter could have a material adverse effadtloody’s financial position, results of
operations, and cash flows.

Legacy Tax Matter:

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

Pursuant to a series of agreements, as betweese¢hers, IMS Health and NMR are jointly and sevgrhdible 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 andusctinterest resulting fro
unfavorable IRS rulings on certain tax matters lgding the matter described below as “Amortizatitxpense Deductions” for which New
D&B and Moody’s are solely responsible) and certaimer potential tax liabilities after New D&B andMoody’s pays the first $137 millio
which amount was paid in connection with the matescribed below as “Utilization of Capital Losses”

In connection with the 2000 Distribution and pursiu® the terms of the related Distribution Agreatm&lew D&B and Moody’s have,
between themselves, agreed to each be financedyonsible for 50% of any potential liabilitiestth@ay arise to the extent such potential
liabilities are not directly attributable to theaspective business operations.

Without limiting the generality of the foregoindyrée specific tax matters are discussed below.
Royalty Expense Deductio

During the second quarter of 2003, New D&B receigadExamination Report from the IRS with resped fmartnership transaction entered
into in 1993. In this Report, the IRS stated itention to disallow certain royalty expense dedaurticlaimed by Old D&B on its tax returns
for the years 1993 through 1996. New D&B disagreitis the position taken by the IRS in its Reportiring the third quarter of 2003, New
Dé&B filed a protest with the Appeals Office of tHeS to contest the Examination Report. If the IR$Bals Office were to uphold the
Examination Report, then New D&B could either: §trept and pay the IRS assessment; (2) challeegestiessment in U.S. Tax Court; or
(3) challenge the assessment in U.S. District Couthe U.S. Court of Federal Claims, where paynoétiie disputed amount would be
required in connection with such challenge. Shauig such payments be made by New D&B, then purdoahe terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share. Moody's estimates thaskiare of the required payment to
the IRS could be up to approximately $57 milliomc(uding penalties and interest, and net of tavefits). Moody’s also could be obligated
for future interest payments on its share of siatility.

In a related matter, during the second quartei06B2New D&B received an Examination Report from IRS stating its intention to ignore
the partnership structure that had been establish£893 in connection with the above transactém to reallocate to Old D&B income and
expense items that had been reported in the pahipeiax return for 1996. During the third quaxé€f003, the partnership filed a protest v
the Appeals Office of the IRS to contest the Exation Report. If the IRS Appeals Office were to
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uphold the Examination Report, then New D&B couittier: (1) accept and pay the IRS assessmenth@enge the assessment in U.S. Tax
Court; or (3) challenge the assessment in U.SribisEourt or the U.S. Court of Federal Claims, vehpayment of the assessment would be
required in connection with such challenge. Shauig such payments be made by New D&B, then purdoahe terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share. Moody's estimates thaskare of the required payment to
the IRS for this matter could be up to approxima®d0 million (including penalties and interestdaret of tax benefits). Such exposure cc
be in addition to the amount described in the ptexgparagraph, and Moody’s also could be obligébeduture interest payments on its
share of such liability.

During the fourth quarter of 2003 and the firstigeiaof 2004, New D&B participated in meetings wikle IRS Appeals Office on the two
matters described above.

In addition, in the first quarter of 2004, New D&Bceived an Examination Report relating to Old D&Barticipation in the partnership
structure for the first quarter of 1997. In thispRé the IRS stated its intention to disallow cirtayalty expense deductions claimed by Old
D&B on its tax return for the 1997 tax year. New B&lso received an Examination Report issued tgé#naership with respect to its 1997
tax year. In this Examination Report, the IRS stat® intention to ignore the partnership structilna had been established in 1993 in
connection with the above transaction, and to@eate to Old D&B income and expense items thatliesh reported in the partnership tax
return for 1997. New D&B disagrees with the positidaken by the IRS in its Reports and will purdieesame remedies with the same
possible consequences described above. Moodyieatss that its share of the required payment téRBein relation to the two Examination
Reports could be up to approximately $1.5 milliowl 0.3 million, respectively (including penaltisd interest, and net of tax benefits).

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

Amortization Expense Deductio

During the fourth quarter of 2003, New D&B receivedlotice of Proposed Adjustment from the IRS withpect to a partnership transaction
entered into in 1997 that could result in amori@aexpense deductions from 1997 through 2012hilNotice the IRS proposed to disallow
the amortization expense deductions related topnigiership that were claimed by Old D&B on it9Z7%nd 1998 tax returns. New D&B
disagrees with the position taken by the IRS. IR&ita of Old D&B'’s or New D&B’s tax returns for yeasubsequent to 1998 could result in
the issuance of similar Notices of Proposed Adjestimlf the IRS were to issue a formal assessnmamdistent with the Notices for 1997 and
1998 or for future years, then New D&B could eith@) accept and pay the IRS assessment; (2) dgallthe assessment in U.S Tax Coul
(3) challenge the assessment in U.S. District Cauttte U.S. Court of Federal Claims, where paynoétiie disputed amount would be
required in connection with such challenge. Shauig such payments be made by New D&B, then purdoahe terms of the 2000
Distribution Agreement, Moody’s would have to payNew D&B its 50% share. In addition, should New Bd&iscontinue claiming the
amortization deductions on future tax returns, Moedvould be required to repay to New D&B an amoujtad to the discounted value of
50% share of the related future tax benefits. N&BDad paid the discounted value of future tax ignérom this transaction in cash to
Moody’s at the Distribution Date. Moody's estimatkat the Company’s current potential exposureedlto this matter is $92 million
(including penalties and interest, and net of temdjits). This exposure could increase by approteip&3 million to $6 million per year,
depending on actions that the IRS may take andhmthver New D&B continues claiming the amortizatiteductions on its tax returns.

Also during the fourth quarter of 2003, New D&B eded a Notice of Proposed Adjustment from the VR respect to the partnership
transaction entered into in 1997. In this Notice RS proposed to disallow certain royalty expetesguctions claimed by Old D&B on its
1997 and 1998 tax returns. In addition, the IR$psed to disregard the partnership structure angaitocate to Old D&B certain partners
income and expense items that had been reportée jpartnership tax returns for 1997 and 1998. R&B disagrees with the positions

taken by the IRS. If the IRS were to issue a forasmessment consistent with the Notices for 19871888 or for future years, then New
D&B could either: (1) accept and pay the IRS assess; (2) challenge the assessment in U.S. TaxtC@)rchallenge the assessment in U.S.
District Court or the U.S Court of Federal Claim$iere payment of the assessment would be requiredninection with such challenge.
Should any such payments be made by New D&B, tlwesuant to the terms of the 2000 Distribution Agneat, Moody’s would have to pay
to New D&B its 50% share of New D&B’s payments e tRS for the period from 1997 through the Disttibn Date. Moody'’s estimates

that its share of the potential payment
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to the IRS could be up to approximately $125 mill{scluding penalties and interest, and net oftamefits). Moody’s also could be
obligated for future interest payments on its stedrguch liability.

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

Utilization of Capital Losses

The IRS has completed its review of the utilizatidrrertain capital losses generated during 19891890. On June 26, 2000, the IRS, as
of its audit process, issued a formal assessméhtragpect to the utilization of these capital éssand Old D&B responded by filing a petit
for a refund in the U.S. District Court on Septembg, 2000, after the payments described below werge. The case is expected to go to
trial in 2005.

On May 12, 2000, an amended tax return was filedhfe 1989 and 1990 tax periods, which reflecte®l® million of tax and interest due.
Old D&B paid the IRS approximately $349.3 milliohthis amount on May 12, 2000; 50% of such paymeas allocated to Moody’s and
had previously been accrued by the Company. IMSthl@gormed Old D&B that it paid to the IRS apprmately $212.3 million on May 1
2000. The payments were made to the IRS to stapefuinterest from accruing, and New D&B is coritegthe IRS’ assessment. New D&B
has indicated that it would also contest the agsestsof penalties or other amounts, if any, in sxagf the amounts paid. With the possible
exception of the matter described in the followssgtence, Moody’s does not anticipate any furthesrne statement charges or cash
payments related to IRS assessments for this mHttee IRS were to disallow prior deductions #fteansaction costs associated with this
matter, Moody'’s estimates that its exposure foslitare of the additional taxes, penalties andastdnet of tax benefits) on this matter would
be approximately $5 million.

Subsequent to making its May 2000 payment to tt& IRIS Health sought partial reimbursement from NitRler their 1998 distribution
agreement (the “IMS/NMR Agreement”). NMR paid IM®&lth less than the amount sought by IMS Healtreatite IMS/NMR Agreement
and, in 2001, IMS Health filed an arbitration preding against NMR to recover the difference. IMQltesought to include Old D&B in th
arbitration, arguing that if NMR should prevailita interpretation of the IMS/NMR Agreement, théAS Health could seek the same
interpretation in an alternative claim against ORIB. Neither Old D&B nor any of its predecessorssveaparty to the IMS/NMR Agreement.
On April 29, 2003, an arbitration panel ruled indaof IMS Health in the arbitration proceeding,ading IMS Health its full claim plus
interest in a decision binding on all parties. Agsult, IMS Health’'s contingent claim against OI&B (and consequently Moody’s and New
D&B) in connection with this matter has been reedemoot. As no amount with respect to this matéet Iheen accrued by Moody's, the
arbitration panel ruling is not expected to havénapact on the Company’s consolidated financiakestents.

Summary of Moody’s Exposure to Three Legacy Taxekat

The Company considers from time to time the rangkpmobability of potential outcomes related to tinee 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 artditamrs and evaluates its estimates and judgmenmngoing basis. As of December 31,
2003, Moody’s had reserves of approximately $128aniwith respect to such matters, which reflecéedincrease of approximately

$16 million during the fourth quarter of 2003 reigtto the Amortization Expense Deductions ma#éthough the matter had previously b
under audit, the Company felt that an increasbamrélated reserve was appropriate since the NoditBroposed Adjustment during the
fourth quarter of 2003 reflected a formalizationtbg IRS of its position on the matter. It is pbfsithat the legacy tax matters could be
resolved in amounts that are greater than the atsoeserved by the Company, which could resultititional charges that may be material
to Moody'’s future reported results, financial pmsitand cash flows. Although Moody’s does not badid is likely that the Company will
ultimately be required to pay the full amounts preky being sought by the IRS, potential cash gstl@sulting from these matters, which the
Company currently estimates could be as much a% 88#on, could be material and could increasenviitne as described above. Such
amount does not include potential penalties reladgte payments made in May 2000 concerning W@tilin of Capital Losses.
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Moody’s Matters
L'Association Francaise des Porteurs d’ EmpruntsdRgs

On June 20, 2001 a summons was served in an drboght by L’Association Francaise des PorteurSrdprunts Russes (“AFPER&pains
Moody’s France SA (a subsidiary of the Company) filed in the Court of First Instance of Paris, ikga. In this suit, AFPER, a group of
holders of bonds issued by the Russian governnrenttp the 1917 Bolshevik Revolution, makes clamgginst Moody’s France SA and
Standard & Poor’s SA for lack dfiligence and prudence in their ratings of Rusei@d Russian debt since 1996. AFPER alleges thdgiliyg
to take into account the post-Revolutionary reptiniieof pre-Revolutionary Czarist debt by the Sbgevernment in rating Russia and new
issues of Russian debt beginning in 1996, thegatgencies enabled the Russian Federation to mesuaebt without repaying the old
obligations of the Czarist government. Allegingnjoand several liability, AFPER seeks damages ob B8 billion (approximately U.S.
$3.5 billion as of December 31, 2003) plus legatsoMoody’s believes the allegations lack leggfbatual merit and intends to vigorously
contest the action. As such, no amount in respgatiimatter has been accrued in the financiaéstants of the Company. However, if the
plaintiffs in this action were to prevail, then thetcome of this matter could have a material agb/effect on Moody'’s financial position,
results of operations and cash flows. The casdéas fully briefed, oral argument was heard befioeeCourt on January 20, 2004, and the
Court announced that judgment would be renderefipsih 6, 2004.

Note 15 Segment Information

The Company reports segment information in accarelavith SFAS No. 131, “Disclosures about Segmeh&dEnterprise and Related
Information”. SFAS No. 131 defines operating segte&s components of an enterprise for which sepéirencial information is available
that is evaluated regularly by the chief operatirgision-maker in deciding how to allocate resosiaed in assessing performance. Prior to
2002, the Company operated in one reportable bssisegment — Ratings, which accounted for apprdgisn80% of the Company’s total
revenue. With the April 2002 acquisition of KMV, Mdy’s now operates in two reportable business saggn®loodys Investors Service al
Moody’s KMV. Accordingly, in the second quarter2002, the Company restated its segment informétioonorresponding prior periods to
conform to the current presentation.

Moody'’s Investors Service consists of four ratimgups — structured finance, corporate finance i@ institutions and sovereign risk, and
public finance — that generate revenue principfityn the assignment of credit ratings on fixed-meoinstruments in the debt markets, and
research, which primarily generates revenue froarstie of investooriented credit research, principally producedh®ytating groups. Give
the dominance of Moody’s Investors Service to Mdedyerall results, the Company does not separatelgsure or report corporate
expenses, nor are they allocated to the Compamgimbss segments. Accordingly, all corporate exgease included in operating income of
the Moody'’s Investors Service segment and none haega allocated to the Moody’s KMV segment.

The Moody’s KMV business consists of the combinedibesses of KMV, acquired in April 2002, and MosdRisk Management Services.
Moody’s KMV develops and distributes quantitativedit assessment services for banks and investareditsensitive assets, credit traini
services and credit process software.

Assets used solely by Moody’s KMV are separatebgidised within that segment. All other Company &ssecluding corporate assets, are
reported as part of Moody'’s Investors Service.

Revenue by geographic area is generally basededidhtion of the customer.
Intersegment sales are insignificant and no siog&omer accounted for 10% or more of total revenue

Below are financial information by segment, Moodlyigestors Service revenue by business unit anehtey and long-lived asset information
by geographic area, for the years ended and asadber 31, 2003, 2002 and 2001. Certain prior gaerunts have been reclassified to
conform to the current presentation.
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Financial Information by Segment

Revenue

Operating expenst
Depreciation and amortizatic
Operating incom:

Non-operating expense, n

Income before provision for income ta
Provision for income taxe

Net income

Total assets at December

Year Ended December 31, 2003

Moody’s
Investors Moody’s
Service KMV Consolidated
$1,134.° $111.¢ $1,246.¢
462.2 88.7 550.¢
15.4 17.2 32.€
657.1 6.0 663.]
(6.7)
656.4
292.t
$ 363.¢
|
$ 673.C $268. $ 941
| | |

Year Ended December 31, 2002

Year Ended December 31, 2001

Moody’s Moody’s
Investors Moody’s Investors Moody’s
Service KMV Consolidated Service KMV Consolidatec
Revenue $941.¢ $ 81t $1,023.: $765.¢ $30.¢ $796.%
Operating expense 385.% 74.C 460.¢ 352.¢ 28.Z 381.2
Depreciation and amortizatic 12.7 11.¢ 24.¢ 11.5 h.5 17.C
Operating income (los! 543. (5.3 538.1 401.5 (3.0) 398.t
Non-operating expense, n (20.7) (16.€)
Income before provision for income tay 517. 381.¢
Provision for income taxe 228.F 169.7
Net income $ 288.¢ $212.2
| |
Total assets at December $364.2 $266.¢ $ 630.¢ $475.¢ $29.¢ $505.¢
| | | | | |

Moody'’s Investors Service Revenue by Business Unit

Ratings revenue
Structured financ
Corporate financ
Financial institutions and sovereign r
Public finance

Total ratings revenu
Research revent

Total Moody's Investors Servic

Year Ended December 31,

2003 2002 2001

$ 460.¢ $384.¢ $273.¢
278.¢ 227.1 225.7
181.2 155.( 130.7
87.2 8l.z 64.2
1,007.¢ 848.2 694 .
126.¢ 93.€ 71.5
$1,134.° $941.¢ $765.¢
L] | ]
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Revenue and Long-lived Asset Information by Geolhi@aprea

2003 2002 2001
Revenue
United State: $ 795.: $ 680.¢ $560.7
International 451.: 342.k 236.C
Total $1,246.¢ $1,023.: $796.7
| | [ |
Long-lived assets
United State: $ 255.¢ $ 269.: $ 50.c
International 14.7 15.4 8.9
Total $ 270.€ $ 284.7 $ 59.2
| | [ |

Note 16 Valuation and Qualifying Accounts

Accounts receivable allowances primarily represeliistments to customer billings that are estimateen the related revenue is recognized.
In 2002, the Company reduced its provision ratesadlowance to reflect its current estimate ofdéippropriate level of accounts receivable
allowances. During 2003, the Company reduced dsipion rates and in the fourth quarter of 2008, @mmpany recorded adjustments to the
allowances totaling $6.0 million, of which approxtaly $3.0 million related to 2002 and $3.0 milliefated to prior quarters of 2003. Below
is a summary of activity for each of the three gaarthe period ended December 31, 2003:

Balance at Additions Write-offs Balance

Beginning Charged to and at End of

of the Year Revenue Adjustments the Year
2003 $(16.4) (16.4) 16.¢ $(15.9)
2002 (27.9) (20.2) 31.C (16.4)
2001 (24.4) (28.€) 25.¢ (27.9)

Note 17 Insurance Recovery

In February 2003, Moody'’s received a $15.9 milliosurance recovery related to the September 1dgetly, for incremental costs incurred
and for lost profits due to the sharp decline ibtdearket activity in the weeks following the diteas Moody’s had previously received a
$4.0 million advance payment in 2002, resulting itotal recovery of $19.9 million. Moody’s had im@d incremental costs of $6.3 million
for property damage and temporary office facilitimsd had fully accrued for the recovery of thes&tin its financial statements. The
remainder of the insurance recovery, $13.6 millleerd not been previously accrued as its realizghilas not sufficiently assured. As a res
in the first quarter of 2003 Moody'’s recorded angaii $13.6 million, included in other non-operatingome (expense), net in thensolidate:
statements of operations.

Note 18 Quarterly Financial Data (Unaudited)

Three Months Ended

March 31 June 30  September 30 December 31 Year

2003

Revenue $278.2 $312.% $305.( $350.% $1,246.¢
Operating incom: 149.1 176.% 161.2 176.1 663.1
Net income 91.€ 100.¢ 85.€ 85.t 363.¢
Basic earnings per she $ 06z $ 0.6¢ $ 0.57 $ 0.57 $ 244
Diluted earnings per sha $ 061 $ 0.6¢€ $ 0.5€ $ 0.5¢ $ 2.3¢
2002

Revenue $231.€  $271:t $248.2 $271.¢ $1,023.:
Operating incom: 134.% 147.C 127.¢ 129.( 538.1
Net income 72.€ 78.7 67.¢ 69.¢ 288.¢
Basic earnings per she $047 $0.51 $ 0.44 $ 0.4¢ $ 1.8¢
Diluted earnings per sha $ 04€ $0.4¢ $ 0.4: $ 0.4t $ 1.8¢

Basic and diluted earnings per share are compuategpendently for each of the periods presentedniiheber of weighted average shares
outstanding changes as common shares are issugghptito employee stock plans and for other pugosas shares are repurcha:
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedurdés Tompany carried out an evaluation, as requiyeRie 13a-15(b) under the Securities
Exchange Act of 1934, as amended (the “Exchang®,Aotder the supervision and with the participataf the Company’s management,
including the Company’s Chief Executive Officer ablief Financial Officer, of the effectiveness bétdesign and operation of the
Company’s disclosure controls and procedures #seoénd of the period covered by this report (tBedluation Date”). Based on such
evaluation, such officers have concluded thatfakeoEvaluation Date, the Company’s disclosuretrmds 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.

During 2003 the Company implemented proceduresifiyove controls relating to consulting arrangemenie improved procedures were
adopted following a review of the Company’s coniggltarrangements, and a determination by the Cowntbeat it was appropriate to
reclassify payments made to certain individualsadary rather than consulting fees. The Companyg dogbelieve that the impacts of these
changes are or will be material to its resultspérations, cash flows or financial position.

In addition, the Company is adopting proceduresfirove controls and processes related to the sisadyd determination of accounts
receivable allowances and related accounts. Theowep procedures are being adopted following resiand adjustments of such accounts
during the fourth quarter of 2003.

PART 1lI

Except for the information relating to the execatofficers of the Company set forth in Part | aétannual report on Form 10-K, the
information called for by Items 10-13 is containedhe Company’s definitive proxy statement for useonnection with its annual meeting
of stockholders scheduled to be held on April Q4 and is incorporated herein by reference.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
ITEM 11. EXECUTIVE COMPENSATION

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The Audit Committee has established a policy sgtimth the requirements for the pre-approval afiband permissible non-audit services to
be provided by the Company’s independent auditdnsler the policy, the Audit Committee pre-approtresannual audit engagement terms
and fees, as well as any other audit services p@cified categories of non-audit services, sulicertain pre-approved fee levels. In
addition, pursuant to the policy, the Audit Commtthas authorized its chair to pre-approve otheit and permissible non-audit services up
to $50,000 per engagement and a maximum of $25@609ear. The policy requires that the Audit Coteei chair report any pre-approval
decisions to the full Audit Committee at its neghsduled meeting. For the year ended December08B, 2he Audit Committee approved all
of the services provided by the Company’s indepetdeditors, which are described below.

72




Table of Contents
Audit Fees

The aggregate fees for professional services redder the audit of the Company’s annual finanstatements for the years ended
December 31, 2003 and 2002, for the review of ithential statements included in the Company’s Rspmm Forms 10-Q and 8-K, and for
statutory audits of non-U.S. subsidiaries were axprately $1.0 million (including $0.1 million incred but not billed) in 2003 and
$0.9 million (including $0.3 million incurred bubhbilled) in 2002. All such fees were attributabdePricewaterhouseCoopers LLP.

Audit-Related Fees

The aggregate fees billed for audit-related sesvie@dered to the Company by PricewaterhouseCobpersor the years ended

December 31, 2003 and 2002 were approximately dlidn and $0.5 million, respectively. Such seeddncluded acquisition due diligence
reviews and related audits, employee benefit platits, internal control reviews, and consultationacerning financial accounting and
reporting standards.

Tax Fees

The aggregate fees billed for tax services rendiréile Company by PricewaterhouseCoopers LLP®years ended December 31, 2003
and 2002 were approximately $0.1 million and $0iion, respectively. Tax services rendered by @wiaterhouseCoopers LLP principally
related to expatriate tax services and tax comgulind compliance.

All Other Fees

The aggregate fees billed for all other servicesleeed to the Company by PricewaterhouseCooperddidfhe years ended December 31,
2003 and 2002 were approximately $3,000 and $180j@8pectively. In 2002, such fees principallyared to data entry services provided to
the Company’s ratings business. The Company ddesnticipate that PricewaterhouseCoopers LLP wdle any future services in this
area.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(a) List of documents filed as part of this rept
(1) Financial Statement
See Index to Financial Statements, Item 8 of thisrF1(-K.

(2) Financial Statement Schedul
None.
(3) Exhibits.
See Index to Exhibits on pages-78 of this Form 1-K.

(b) Reports on Form-K.

The Company furnished its third quarter earningsgrelease in a Current Report on Form 8-K onl&@ct®9, 2003, on which
information was reported under Iltems 9 and

The Company furnished its fourth quarter earningsprelease in a Current Report on Form 8-K omugep 5, 2004, on which
information was reported under Iltems 9 and
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SIGNATURES

Pursuant to the requirements of Sect®borll15(d) of the Securities Exchange Act of 1984,Registrant has duly caused this report to
be signed on its behalf by the undersigned, thécedmy authorized.

MOODY’S CORPORATION
(Registrant

By: /s/ JOHN RUTHERFURD, JF

John Rutherfurd, Jr.
Chairman and Chief Executive Offic

Date: March 12, 2004

Pursuant to the requirements of the SeesrExchange Act of 1934, this report has beemesidelow by the following persons on
behalf of the Registrant and in the capacities@nthe date indicated.

/s/ JOHN RUTHERFURD, JF

John Rutherfurd, Jr., Chairman of the
Board of Directors and Chief Executive Officer
(principal executive officer

/s/ JEANNE M. DERINC

Jeanne M. Dering, Senior Vice President
and Chief Financial Officer

(principal financial officer and principal
accounting officer

/sl HALL ADAMS, JR. /s/ CONNIE MACK

Hall Adams, Jr., Directc Connie Mack, Directo

/sl MARY JOHNSTON EVANS /sl RAYMOND W. MCDANIEL, JR.
Mary Johnston Evans, Director Raymond W. McDaniel, Jr., Director,

Chief Operating Office

/sl ROBERT R. GLAUBEF /sl HENRY A. MCKINNELL, JR. PH.D

Robert R. Glauber, Direct Henry A. McKinnell, Jr. Ph.D., Directc
Date: March 12, 2004
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EXHIBIT

NUMBER

3

10

INDEX TO EXHIBITS

ARTICLES OF INCORPORATION AND B-LAWS

A

Restated Certificate of Incorporation of the Regist dated June 15, 1998, as amended effective3lyrk998, and as
further amended effective October 1, 2000 (incanpent by reference to Exhibit 3.1 to the Report om8-K of the
Registrant, file number-14037, filed October 4, 200(

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

INSTRUMENTS DEFINING THE RIGHTS OF SECURITY HOLDERSNCLUDING INDENTURES

A

Specimen Common Stock certificate (incorporateddbgrence to Exhibit 4.1 to the Report on Form 8fkhe
Registrant, file number-14037, filed October 4, 200(

Amended and Restated Rights Agreement betweendbistRant, EquiServe Trust Company, N.A., as Riglgsnt, anc
The Bank of New York, as successor Rights Agerntdlas of October 22, 2001 (incorporated by refaraa
Exhibit 4.2 to the Report on Form-K of the Registrant, file numbe-14037, filed March 22, 2002

Five-Year Credit Agreement, dated as of SeptembePQ00, among the Registrant, certain subsidiarfi¢ise
Registrant, the lenders party thereto, The Chagghisttan Bank, as administrative agent, Citibanld.Nas syndication
agent, and The Bank of New York, as documentatgmnt(incorporated by reference to Exhibit 4.2hi® Report on
Form &K of the Registrant, file numbe-14037, filed October 4, 200(

Amended and Restated Credit Agreement, dated @spiember 10, 2001, between Moody’s Corporationcanigin
subsidiaries of the Registrant, the lenders payeto, The Chase Manhattan Bank, as administrageat, Citibank,
N.A., as syndication agent, and The Bank of NewkYas documentation agent (incorporated by referém

Exhibit 10.1 to the Report on Form-Q of the Registrant, file numbe-14037, filed November 14, 200:

Amended and Restated 364-Day Credit Agreementddat®f September 8, 2003, between Moody’s Corigoraind
certain subsidiaries of the Registrant, the lendarsy thereto, JP Morgan Chase Bank, as admitiisragent, Citibank,
N.A., as syndication agent, and The Bank of Newkyas documentation agent (incorporated by refer¢n

Exhibit 10.3 to the Report on Form-Q of the Registrant, file numbe-14037, filed November 12, 200:

MATERIAL CONTRACTS

A

Distribution Agreement, dated as of September 8002between the Registrant and The Dun & Brads@eeporation
(f.k.a. The New D&B Corporation) (incorporated leference to Exhibit 10.1 to the Report on Form 8tkhe
Registrant, file number-14037, filed October 4, 200(

Tax Allocation Agreement, dated as of SeptembeRB00, between the Registrant and The Dun & Bradstr
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.2 to the ReporForm 8-K of
the Registrant, file numbe-14037, filed October 4, 200(

Employee Benefits Agreement, dated as of SepteBle2000, between the Registrant and The Dun & &radt

Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.3 to the ReparForm 8-K of
the Registrant, file numbe-14037, filed October ¢
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2000).

4 Supplemental Executive Benefit Plan of Moody’s Gwgtion, dated as of September 30, 2000 (incorpdray
reference to Exhibit 10.4 to the Report on Forr-K of the Registrant, file numbe-14037, filed March 22, 2002

.5 Intellectual Property Assignments, dated as of &aper 1, 2000, between the Registrant and The DBnafistreet
Corporation (f.k.a. The New D&B Corporation) (inporated by reference to Exhibit 10.4 to the RepnrForm 8-K of
the Registrant, file numbe-14037, filed October 4, 200(

.6 Pension Benefit Equalization Plan of Moody’s Cogimm (incorporated by reference to Exhibit 10.Registrant’s
Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

7 Profit Participation Benefit Equalization Plan obbtly’s Corporation (incorporated by reference thigit 10.11 to
Registrar’s Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

.8 The Moody’s Corporation Nonfunded Deferred CompgasaPlan for Non-Employee Directors (incorporabsd
reference to Exhibit 10.12 to Registrant’s Quayt&éport on Form 10-Q, file number 1-14037, fileoMdmber 14,
2000).

.9 1998 Moody’s Corporation Replacement Plan for Geféon-Employee Directors Holding Dun & Bradstreet
Corporation Equity-Based Awards (incorporated Hgnence to Exhibit to Registrant’s Quarterly ReportForm 10-Q,
file number - 14037, filed November 14, 200(

AC 1998 Moody’s Corporation Replacement Plan for Gefanployees Holding Dun & Bradstreet Corporatiaquly-
Based Awards (incorporated by reference to ExHibil4 to Registrant’s Quarterly Report on Form 1GH® number 1-
14037, filed November 14, 200(

A1 1998 Moody’s Corporation Non-Employee DirectdBsock Incentive Plan (as amended on April 23, 2@Biorporate:
by reference to Exhibit 10.11 to the Report on F&f-K of the Registrant, file numbe-14037, filed March 22, 2002

A2 1998 Moody’s Corporation Key Employees’ Stock IntbemPlan (incorporated by reference to Exhibitl80to
Registrar’s Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

A3 Moody’s Corporation Career Transition Plan (incogied by reference to Exhibit 10.17 to RegistraAtisual Report
on Form 1K, file number 14037, filed March 15, 2001

14 Distribution Agreement, dated as of June 30, 18@8yeen R.H. Donnelley Corporation (f.k.a. The BuBradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeio
Exhibit 10.1 to Registra’s Quarterly Report on Form -Q, filed August 14, 1998

A5 2001 Moody’s Corporation Key Employees Stock IndenPlan (incorporated by reference to Exhibit 50td the
Report on Form 1-K of the Registrant, file numbe-14037, filed March 22, 2002

1€ Tax Allocation Agreement, dated as of June 30, 1888veen R.H. Donnelley Corporation (f.k.a. Then[BuBradstree

Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeio
Exhibit 10.2 to Registra’s Quarterly Report on Form -Q, filed August 14, 1998

76




Table of Contents

S-K
EXHIBIT

NUMBER

21*

23*

31

A8

.2C

21

22

.24

.2€

Employee Benefits Agreement, dated as of June @8,lbetween R.H. Donnelley Corporation (f.k.a. T &
Bradstreet Corporation) and the Registrant (f’.kree New Dun & Bradstreet Corporation) (incorporabgdeference to
Exhibit 10.3 to Registra’s Quarterly Report on Form -Q, filed August 14, 1998

Distribution Agreement, dated as of October 28,6129nong R.H. Donnelley Corporation (f.k.a. The [BuBradstreet
Corporation), Cognizant Corporation and ACNielsemp@ration (incorporated by reference to Exhibipd@o the
Annual Report on Form 10-K of R.H. Donnelley Comgaon (f.k.a. The Dun & Bradstreet Corporation) floe year
ended December 31, 1996, file numb-7155, filed March 27, 1997

Tax Allocation Agreement, dated as of October 2861 among R.H. Donnelley Corporation (f.k.a. Thea[%
Bradstreet Corporation), Cognizant Corporation A@dNielsen Corporation (incorporated by referenc&sxaibit 10(y)
to the Annual Report on Form 10-K of R.H. Donneliggrporation (f.k.a. The Dun & Bradstreet Corparajifor the
year ended December 31, 1996, file numt-7155, filed March 27, 1997

Employee Benefits Agreement, dated as of Octobel 286, among R.H. Donnelley Corporation (f.k.ae Dun &
Bradstreet Corporation), Cognizant Corporation A@dNielsen Corporation (incorporated by referenc&xaibit 10(z)
to the Annual Report on Form 10-K of R.H. Donneliggrporation (f.k.a. The Dun & Bradstreet Corparajifor the
year ended December 31, 1996, file numt-7155, filed March 27, 1997

Indemnity and Joint Defense Agreement, dated &ctdber 28, 1996, among R.H. Donnelley Corporatidna. The
Dun & Bradstreet Corporation), Cognizant Corporatimd ACNielsen Corporation (incorporated by rafeeeto
Exhibit 10(aa) to the Annual Report on Form 10-KRoH. Donnelley Corporation (f.k.a. The Dun & Braést
Corporation) for the year ended December 31, 1@ umber -7155, filed March 27, 1997

Separation Agreement and General Release, datddAgsil 10, 2001, between Moody’s Investors Seeyitnc. and
Donald Noe (incorporated by reference to Exhibitl1td the Report on Form 10-Q of the Registraig,rfumber 1-
14037, filed May 15, 2001

Separation Agreement and General Release, datddAgsil 10, 2001, between Moody’s Investors Seeyitnc. and
Kenneth J. H. Pinkes (incorporated by referendextuibit 10.2 to the Report on Form 10-Q of the Regnt, file
number -14037, filed May 15, 2001

Agreement and Plan of Merger and Stock Purchaseehgent, dated as of February 10, 2002, by and aMoogly’s
Corporation, XYZ Acquisition LLC, KMV LLC, KMV Corpration and the principal members of KMV LLC ane th
shareholders of KMV Corporation identified theréimcorporated by reference to Exhibit 2.1 to thg@&eon Form 8-K
of the Registrant, file numbe-14037, filed February 22, 200:

Note Purchase Agreement, dated as of October 8, 2B0ong the Registrant and the purchasers nareesin
(incorporated by reference to Exhibit 10.25 toReport on Form 10-K of the Registrant, file number4037, filed
March 21, 2003)

Form of 7.61% Senior Notes due 2005 (incorporatereference to Exhibit 10.25 to the Report on FAG¥K of the
Registrant, file number-14037, filed March 21, 2003

SUBSIDIARIES OF THE REGISTRANT List of Active Sularies as of January 31, 20!

CONSENTS OF EXPERTS Consent of PricewaterhouseCGedpd°.

CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBES-OXLEY ACT OF 2002
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1*
2*

* Filed herewitr

Chief Executive Officer Certification Pursuant tecBon 302 of the Sarbar-Oxley Act of 2002

Chief Financial Officer Certification Pursuant teciion 302 of the Sarbar-Oxley Act of 2002

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

Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarb@nésy Act of 2002
(The Company has furnished this certification andsdnot intend for it to be considered filed urither Securities
Exchange Act of 1934 or incorporated by referente future filings under the Securities Act of 1983he Securities
Exchange Act of 1934
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LIST OF ACTIVE SUBSIDIARIES AS OF JANUARY 31, 2004

SUBSIDIARIES OF THE REGISTRANT

Company Name

EXHIBIT 21

Jurisdiction of Creation

Humphreys Argentina Calificadora de Riesgo S.A.
(p/k/a Ratt-Humphreys, Calificadora de Riesgo S.

Moody’s Latin America Calificadora de Riesgo S.A.
(p/k/a Magister Bankwatch Calificadora de Riesgh. g

Moody's Investors Service Pty. Limite
Moody' s America Latina Ltde

Moody's Latin America Holding Corporatic
Moody's Holdings BVI, Ltd.

Moody's Holdings (BVI) Limited
Moody's Investors Service (B.V.l.) Limite
Moody's Canada Inc

Moody's Investors Service (Beijing) Lt
Moody's Interbank Credit Service Limite
MIS Quality Management Cor

Moody's Assureco, Inc

Moody's Investors Service, In

Moody's Holdings, Inc

Moody's Israel Holdings, Inc

Moody' s KMV Company

Moody's Overseas Holdings, In
Moody's Investors Service Lt

Moody's Holdings UK Limitec

Moody' s KMV Limited

Syndicate Underwriting Research L
Moody's France S/

Moody's Deutschland Gmb

Moody's Asia Pacific Limitec

Moody's China Financial Information Service, L

Moody's Investment Company India Pvt. L

Argentina

Argentina

Australia

Brazil

British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
Canade

China

Cyprus

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

England

England

England

England

France

Germany

Hong Kong

Hong Kong

India



Moody's Mauritius Holdings Limitet
Moody's Risk Management Services, L
Moody's Italia S.r.l.

KMV Asia KK

Moody's Japan Kabushiki Kaist

Korea Investors Service, In

Administracion de Calificadoras, S.A. de C
Moody's de Mexico S.A. de C.\

Moody's Holdings B.V.

Moody's Assurance Company, Ir

Moody's Singapore Pte. Lt

Moody's Investors Service South Africa (Pty) Limit

Moody's Investors Service Espana, S

Moody's Taiwan Corporatio

India
Ireland

Italy

Japar
Japar
Korea
Mexico
Mexico
Netherland:
New York
Singapore
South Africa
Spain

Taiwan



CONSENT OF EXPERTS

EXHIBIT 23

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N83:-87267, 333-57915, 333-60737,
333-64653, 333-68555, 333-81121, 333-47848 and1®3396) of Moody’s Corporation (formerly known aselDun & Bradstreet
Corporation) of our report dated February 27, 2fdting to the consolidated financial statementsch appears in this Form 10-K.

/sl PRICEWATERHOUSECOOPERS LL
PricewaterhouseCoopers LLP

New York, New York
March 12, 200:

80



EXHIBIT 31.1

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

I, John Rutherfurd, Jr., Chief Executive OfficeMbody’s Corporation, certify that:

1. | have reviewed this annual report on Forr-K of Moody's Corporation

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgitsde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigaaisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ agimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrans other certifying officer and | are responsibledetablishing and maintaining disclosure contasld procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedarasgused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepai

b) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentgusimeport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

c) Disclosed in this report any change in the regigts internal control over financial reportingatroccurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant’s internal control over
financial reporting; an

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors parsons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corgxar financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refgmancial information; ani

b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrarg’interna
control over financial reporting

/s/ JOHN RUTHERFURD, JF

John Rutherfurd, Jr.
Chairman and Chief Executive Officer
March 12, 200:
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EXHIBIT 31.2

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

I, Jeanne M. Dering, Senior Vice President and firgancial Officer of Moody’s Corporation, certifhat:

1. | have reviewed this annual report on Forr-K of Moody's Corporation

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgitsde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigaaisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ agimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrans other certifying officer and | are responsibledetablishing and maintaining disclosure contasld procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedarasgused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepai

b) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentgusimeport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

c) Disclosed in this report any change in the regigts internal control over financial reportingatroccurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tlegyistrant’s internal control over
financial reporting; an

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors parsons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corgxar financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refgmancial information; ani

b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrarg’interna
control over financial reporting

/s/ JEANNE M. DERINC

Jeanne M. Dering

Senior Vice President and
Chief Financial Officer
March 12, 200¢
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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 Annual Report of Moody’s @oration (the “Company”) on Form 10-K for the yeaded December 31, 2003 as filed
with the Securities and Exchange Commission orm#tte hereof (the “Report”), I, John Rutherfurd, @hief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to Section 906 of the Sarbanesy@dt of 2002, that to the best of my
knowledge:

(1) the Report fully complies with the requirementsettion 13(a) of the Securities Exchange Act o#418®d

(2) the information contained in the Report fairly @ets, in all material respects, the financial cbodiand results of operations of
Company

/sl JOHN RUTHERFURD, JF

John Rutherfurd, Jr.
Chairman and Chief Executive Officer
March 12, 200:
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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 Annual Report of Moody’s @oration (the “Company”) on Form 10-K for the yeaded December 31, 2003 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Jeanne M. Deringie€Fkinancial Officer of the Company,
certify, pursuant to 18 U.S.C. 8 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley ARDOR, that to the best of my knowledge:

(1) the Report fully complies with the requirementsettion 13(a) of the Securities Exchange Act o#418®d

(2) the information contained in the Report fairly @ets, in all material respects, the financial cbodiand results of operations of
Company

/sl JEANNE M. DERINC

Jeanne M. Dering

Senior Vice President and
Chief Financial Officer
March 12, 200:
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