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PART |

ITEM 1. BUSINESS
Background

As used in this report, except where the conteditates otherwise, the terms “Moody’s” or the “Camp” refer to Moody’s Corporation and
its subsidiaries. The Company’s executive officeslacated at 99 Church Street, New York, NY 10804 its telephone number is
(212) 553-0300.

Prior to September 30, 2000, the Company operatgadid of The Dun & Bradstreet Corporation (“Old B&. On September 8, 2000, the
Board of Directors of Old D&B approved a plan tparte 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&Bsin & Bradstreet operating
company (the “D&B Business”Yhe remaining business of Old D&B consisted sotélthe business of providing ratings and relatesgaect
and credit risk management services (the “MoodylsiBess”) 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-ae@poration on July 1, 1998 as a result of itseJ80, 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 (“Cognizaamy ACNielsen Corporation (“ACNielsen”). On thattel Donnelley effected a spin-off
of the capital stock of Cognizant and ACNielseitd¢astockholders (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 (i) credit ratings, resglaand analysis covering fixed-income securitiéisendebt instruments and the entities that
issue such instruments in the global capital markaetd credit training services and (ii) quantiiiredit risk assessment products and
services and credit processing software for bazdkgorations and investors in credit-sensitive @s$®unded in 1900, Moody’s employs
approximately 3,400 people worldwide. Moody’s mains offices in 22 countries and has expandeddat@loping markets through joint
ventures or affiliation agreements with local rgtagencies. Moodg’ customers include a wide range of corporate amdrgmental issuers
securities as well as institutional investors, d#oos, creditors, investment banks, commerciakbamd other financial intermediaries.
Moody'’s is not dependent on a single customerfemacustomers, such that a loss of any one wowe hamaterial adverse effect on its
business.

Moody’s operates in two reportable segments: Mosdiyestors Service and Moody’s KMV. For additiofiaincial information on these
segments, see Part Il, Iltem 8. “Financial Statememote 17 — Segment Information”.

Moody’s Investors Service publishes rating opinionsa broad range of credit obligors and creditgalblons issued in domestic and
international markets, including various corporae governmental obligations, structured finan@eigges and commercial paper programs.
It also publishes investor-oriented credit inforioat research and economic commentary, includirdgipth research on major debt issuers,
industry studies, special comments and credit opihiandbooks. Moody’s credit ratings and reseaeth investors analyze the credit risks
associated with fixed-income securities. Such iedejent credit ratings and research also contriiougficiencies in markets for other
obligations, such as insurance policies and devigdtansactions, by providing credible and indefmm assessments of credit risk. Moody's
provides ratings and



credit research on governmental and commercidienin more than 100 countries. Moody'’s global arwleasingly diverse services are
designed to increase market efficiency and mayaedansaction costs. As of December 31, 2006, Mesdthd ratings relationships with
more than 12,000 corporate issuers and approximn2a8000 public finance issuers. Additionally, thempany has rated more than 96,000
structured finance obligations. Ratings are diseatei via press releases to the public throughiatyaf print and electronic media,
including the Internet and real-time informatiorstgms widely used by securities traders and inv&sto

Beyond credit rating services for issuers, Moodgiigestors Service provides research services,atatanalytic tools that are utilized by
institutional investors and other credit and cdpitarkets professionals. These services cover wsusegments of the loan and debt capital
markets, and are sold to more than 9,300 custooteuats worldwide. Within these accounts, more @000 users accessed Moody’s
research website (www.moodys.com) during calendar 2006. In addition to these clients, more th&$,d00 other individuals visited
Moody’s website to retrieve current ratings anceotihnformation made freely available to the public.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcger and credit processing software
for banks, corporations and investors in creditsggame assets. Moody’'s KMV serves more than 1,7@hts operating in approximately 85
countries, including most of the world’s largesitgincial institutions. Moody’s KMV’s quantitativeettit analysis tools include models that
estimate the probability of default for approximat29,000 publicly traded firms globally, updatedilgl. In addition, Moody’s KMV'’s
RiskCalc™ models extend the availability of these probalkeiitio privately held firms in many of the worldsoaomies. Moody’s KMV also
offers services to value and improve the perforraafacredit-sensitive portfolios.

Prospects for Growth

Over recent decades, global public and privatedfixeome markets have grown significantly in tewhsutstanding principal amount and
types of securities. While there is potential feripdic cyclical disruption in these developmeMsody’s believes that the overall trend and
outlook remain favorable for continued secular gtoim capital market activity worldwide. In additipthe securities being issued in the
global fixed-income markets are becoming more cempioody’s expects that these trends will prowidatinued long-term demand for
high-quality, independent credit opinions. These phemanare especially apparent internationally, whememic expansion and integrati
are driving increased use of public fixed-incomekats for corporate financing activities, and fastsuch as enabling regulation and
increased acceptance of new financial technoldgedebt issuers and investors have driven growttrirctured finance issuance.

Communication technology, such as the Internet,esakformation about investment alternatives widslgilable throughout the world. This
technology facilitates issuers’ ability to placewéties outside their national markets and invesstcapacity to obtain information about
securities issued outside their national marketsudrs and investors are also more readily almbtan information about new financing
technigues and new types of securities that theywish to purchase or sell, many of which may btamoniliar to them. This availability of
information promotes worldwide financial marketslangreater need for credible and globally comgarapinions about credit risk. As a
result, a number of new capital markets have engellgeaddition, more issuers and investors aressieg developed capital markets.

Another trend that is increasing the size of theldis capital markets is the ongoing disintermediabf financial systems. Issuers are
increasingly financing in the global public capitarkets, 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 adsmis developed in many countries and are coninigpuiv these trends.

The complexity of capital market instruments iajsowing. Consequently, assessing the creditafiguch instruments becomes more of a
challenge for financial intermediaries and assatagars. In the credit markets, reliable third-paatyngs and research increasingly
supplement or substitute for traditional in-housseiarch as the scale, geographic scope and cotypiéfinancial markets grow.

Growth in issuance of structured finance securhis generally been stronger than growth in sttaigiporate and financial institutions debt
issuance, and Moody’expects that trend to continue. Growth in stmectdinance has reflected increased acceptandeustsred finance as
financing and refinancing mechanism, regulatorynges that facilitate the use of structured finaaogl increases in the scope of asset types,
including for example consumer debt, that formuhderlying asset pools for structured finance gdesr

Rating fees paid by debt issuers account for mioisteorevenue of Moody’s Investors Service. Therefa substantial portion of Moody’s
revenue is dependent upon the volume and numbiehifsecurities issued in the global capital markeat Moody’s rates. Moody's is
therefore affected by the performance of, and tbspects for, the major world economies
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and by the fiscal and monetary policies pursuethbir governments. However, annual fee arrangenveititsfrequent debt issuers, annual
debt monitoring fees and annual fees from commigpaiper and medium-term note programs, bank andanse company financial strength
ratings, mutual fund ratings, subscription-basegaech and other areas are less dependent onlepeindent of, the volume or number of
debt securities issued in the global capital market

Moody’s operations are also subject to varioussriskerent in carrying on business internation&lych 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 otherigtste governmental actions. Management beliekas the risks of nationalization or
expropriation are reduced because the Companyis bawice is the creation and dissemination adrimiation, rather than the production of
products that require manufacturing facilitiestoe tise of natural resources. However, the formatipfor example, a new government-
sponsored regional or global rating agency woulskpmrisk to Moody’s growth prospects. Managemetfiebes that this risk, compared to
other regulatory changes under consideration #®cthdit rating industry, is relatively low becawdehe likelihood that substantial
investments over a sustained period would be reduiith uncertainty about the likelihood of finéadsuccess.

Legislative bodies and regulators in both the Whi¢ates and Europe continue to conduct regulagwigws of credit rating agencies, which
may result in an increased number of competit@srictions on certain business expansion activitieMoody’s Investors Service or
increased costs of doing business for Moody’s. raspnt, Moody’s is unable to assess the naturefi@ct any regulatory changes may have
on future growth opportunities. See “Regulationlome

Growth in Moody’s KMV is expected from increasedaaeness and adoption by financial institutionsativae credit portfolio management
and the estimation of economic capital, for whickiMV provides products and services. In addition,ddg’'s KMV will continue to see
revenue growth from the implementation of intensding tools for Basel Il compliance and creditlgsis best practices. This growth will be
realized by, for example, the development of nemgpe firm default probability models for specifiountries and by expanding analysis
capabilities of new asset classes.

Competition

The Moody’s Investors Service business competds atiter credit rating agencies and with investnibamks and brokerage firms that offer
credit opinions and research. Institutional investdso have in-house credit research capabiltesdy’s largest competitor in the global
credit rating business is Standard & Poor’s Ratigssices (“S&P”), a division of The McGraw-Hill Gganies, Inc. There are some rating
markets, based on industry, geography and/or im&nt type, in which Moodg’ has made investments and obtained market pasgigrerio
to S&P’s. In other markets, the reverse is true.

In addition to S&P, Moody’s competitors includedfif a subsidiary of Fimalac S.A., Dominion BondiRgiService, Ltd. of Canada
(“"DBRS”) and A.M. Best Company, Inc. One or morgrsficant rating agencies may emerge in the UnBtates as the Securities and
Exchange Commission (“SEC”) may expand the numbalationally Recognized Statistical Rating Orgatimas (“NRSRO”). Competition
may also emerge in developed or developing madugtsde the United States over the next few yesth@number of rating agencies
increase.

Financial regulators are reviewing their approachupervision and have sought or are seeking consno@nchanges to the global regulatory
framework that could affect Moody’s. Bank regulatarnder the oversight of the Basel Committee ankBey Supervision, have proposed
using refined risk assessments as the basis fommin capital requirements. The proposed Standaidipproach relies on rating agency
opinions, while the proposed Internal Ratings Baspproach relies on systems and processes maidtainthe regulated bank. The
increased regulatory focus on credit risk presbath opportunities and challenges for Moody’s. @latemand for credit ratings and risk
management services may rise, but regulatory atitay result in a greater number of rating agerameldor additional regulation of
Moody’s and its competitors. Alternatively, bankiogsecurities market regulators could seek tocedhe use of ratings in regulations,
thereby reducing certain elements of demand famgat or otherwise seek to control the analysisusiness 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 om

Moody’s KMV’s main competitors for quantitative nsaes of default risk include the RiskMetrics Gro88.P, CreditSights, R&I's
Financial Technology Institute (in Japan), Fitclyédithmics, Dun and Bradstreet, models developtsially by customers and other sma
vendors. Other firms may compete in the future.aBatill, acquired by Experian, and Bureau van Ejkctronic Publishing are Moody’s
KMV’s main competitors in the software market teiasbanks in their commercial lending activitiskercer Oliver Wyman competes with
the professional services group at Moody’s KMV dertain credit risk consulting services business.

4



Moody’s Strategy
Moody'’s intends to focus on the following opportigs:
Expansion in Financial Centers

Moody'’s serves its customers through its globalvoekt of offices and business affiliations. Moodygisrrently maintains comprehensive
rating and marketing operations in financial ceniacluding Frankfurt, Hong Kong, London, Madridjldh, New York, Paris, Singapore,
Sydney and Tokyo. Moody’s expects that its glokeinork will position it to benefit from the expaasiof worldwide capital markets and
thereby increase revenue. Moody’s also expectghkagrowth of its Moody Investors Service business as a consequenagaotfal marke
integration in Europe will continue. Additionallyloody’s expects to continue its expansion into d@yvieg markets either directly or through
joint ventures. This will allow Mooc’s to extend its credit opinion franchise to loaat regional obligors, through domestic currentings
and national scale ratings. These developing mafketts have been supported in 2006 by the adgprsbf 100% of CRA Rating Agency in
the Czech Republic to form Moody’s Central Europd the acquisition of a 49% stake in China ChenglKiernational Credit Rating Co.
Ltd. in China, and in January 2007 by the acquisitif 99% of PT Kasnic Credit Rating in Indonesiddrm Moody’s Indonesia. Moody’s
expects to continue its expansion into developiagkets either directly or through joint ventures.

New Rating Product:

Moody'’s is pursuing numerous initiatives to expanedit ratings, including from public fixed-incorsecurities markets to other sectors with
credit risk exposures. Within established capitatkats, Moody’s continues to expand its rating cage of bank loans and project finance
loans and securities. In global and local counttypaarkets, Moody’s offers distinct sets of ratimgpducts to address the creditworthiness of
financial firms, including bank financial strengihd deposit ratings, and insurance financial streragings. Moody’s has also introduced
issuer ratings for corporations not active in tebtdnarkets. As the structured finance marketsimoatto grow worldwide and secondary
markets continue to develop, demand for reseaath, @hd analysis supporting these markets hasteaggh In order to capitalize on market
developments and to enhance ratings surveillarfte@esicy, Moody’s has created a hew products gneithin structured finance to focus on
new ratings products, such as hedge fund operagjoalgty ratings, and to identify, design, devetoq maintain value-added research,
analytics and data products serving the structfinetice market. The acquisition of Wall Street Atigk in December 2006 broadens
Moody'’s capabilities in the analysis and monitorafgomplex debt securities and provides a deeper @f dedicated analytic and product
development staff to create new software analptitstfor the structured finance market.

In response to growing investor demand for expamdedit opinion in the high yield market, Moody'ashintroduced a number of new
products, including joint default analysis, corgerfinancial metrics, and both loss-given-defanti @robability-of-default ratings.

Additional Opportunities in Structured Financ

The repackaging of financial assets has had a pnofeffect on the fixed-income markets. New pagerinsecuritization are expected to
emerge in the next decade. Although the bulk oftassecuritized in the past five years have beaswuer assets owned by banks,
commercial assets — principally commercial mortgaderm receivables and corporate obligations —nave increasingly being securitized.
Securitization has evolved into a strategic cor@fiaance tool in North America, Europe and Jajgemt, is evolving elsewhere
internationally. Ongoing global development of rtoaditional financial instruments, especially ctegbrivatives, has accelerated in recent
years. Increasingly complex collateralized debigattions “CDQ”s) have been introduced, which should contitmsupport growth.

Moody’s has introduced new services enabling iroresio monitor the performance of their investmémtstructured finance, covering asset-
backed finance, commercial mortgage finance, resialemortgage finance and credit derivatives.

Internet-Enhanced Products and Services

Moody'’s is expanding its use of the Internet arfteoelectronic media to enhance client service. dytsowebsite provides the public with
instant access to ratings and provides the publicsabscribers with credit research. Internet éejialso enables Moodyto provide service
to more individuals within a client organizatiorathwere available with paper-based products anfféo higher-value services because of
more timely delivery. Moody’s expects that accesthese applications will increase client use obhilids services. Moody’s expects to
continue to invest in electronic media to capiwlin these and other opportunities.
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Expansion of Credit Research Products and InvestrnAmalytic Tools

Moody’s plans to expand its research and analgticises through internal development and by actioisiTo respond to client demand, new
product initiatives are generally more analyticadl @ata-intensive than traditional narrative reseafferings. Such services address investor
interest in replicating the monitoring activitiesnducted by, for example, Moody’s securitizatioalgsts and provide the means for
customers to gain access to raw data and ratiashysMoody’s analysts in the rating process for ropalities, companies and financial
institutions. These products represent importanteas of growth for the research business unit.ddeer, Moody's continues to explore
opportunities to extend its research relevancesim domestic or regional markets (e.g., China) dbasenew functional markets (e.g., hedge
funds).

New Quantitative Credit Risk Assessment Servi

Moody'’s will continue to provide banks and othestitutions with quantitative credit risk assessmeaivices. Moody's believes that there
will be increased demand for such services becduggeassist customers trading or holding credistime assets to produce better
performance. Also, recent proposals by internatibaak regulatory authorities to recognize bankginal credit risk management systems
for the purpose of determining regulatory capital @xpected to encourage adoption of such serbicbsnks from third-party providers.
Moody'’s also expects to provide extensions to edsservices and new services, such as valuatiba®dit-sensitive assets.

Regulation

In the United States, Moody'’s Investors Servicelheen designated as a NRSRO by the SEC. The SE@fiiplied the NRSRO designation
in 1975 to companies whose credit ratings coulddssl by broker-dealers for purposes of determitfieg net capital requirements. Since
that time, Congress (including in certain mortgagjeted legislation), the SEC (including in certafrits regulations under the Securities Act
of 1933, as amended, the Securities Exchange At9®4, as amended and the Investment Company AQ4{, as amended) and other
governmental and private bodies have used thegeatihNRSROs to distinguish between, among othieg#h “investment grade” and “non-
investment grade” securities. Moody’s Investors/erhas also voluntarily registered with the SEGa&RSRO under the Investment
Advisers Act of 1940, as amended. Once SEC ruldsmuhe Credit Rating Agency Reform Act of 200&cdissed below, are promulgated
and become effective, approved NRSROs will be regluio register pursuant to the Securities Exch#@mef 1934.

Over the past several years, U.S. regulatory andressional authorities have reviewed the suitsdoli continuing to use ratings in federal
securities laws and, if such use is continuedptitential need for altering the regulatory framewander which rating agencies operate. This
review ultimately resulted in the passage of thed@Rating Agency Reform Act of 2006 (“Reform Arih September 2006. The stated
objectives of the Reform Act are to foster compmtittransparency and accountability in the creatihg industry. It makes changes to the
SEC's processes for designating rating agenci®R&R0Os, and formalizes the framework through wiihehSEC oversees them. However,
the legislation provides that the SEC shall notteg the substance of credit ratings or the praeedand methodologies by which any
NRSRO determines credit ratings. The Reform Actireg the SEC to issue final implementing ruleslbye 26, 2007. On February 5, 20
the SEC published for comment its proposed rulgdresssing registration, recordkeeping, financipbréng, policies for handling of material
non-public information and managing conflicts akirest, and certain prohibitions against unfaiercive or abusive practices. Interested
parties have until March 12, 2007 to submit commémthe SEC. Moodg'is reviewing the proposed rules and intends bonsucomments t
the SEC.

Internationally, several regulatory developmentgehaccurred:

IOSCO—In December 2004, the Technical Committee of therhational Organization of Securities Commissigi8SCQO”) published the
Code of Conduct Fundamentals for Credit Rating Agen(the “IOSCO Code”). The IOSCO Code is the pobaf approximately two years
of collaboration among IOSCO, rating agencies aadket participants, and incorporates provisions ddaress three broad areas:

» the quality and integrity of the rating proce
» credit rating agency independence and the avoidaincenflicts of interest; an
» credit rating agency responsibilities to the ini@spublic and issuer:

The I0OSCO Code is not binding on credit rating &g It relies on voluntary compliance and publisclosure of areas of non-compliance
by credit rating agencies so that users of cradiihgs can better assess rating agency behavigrexfmrmance.
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Moody’s Investors Service endorsed the IOSCO CaodeiraJune 2005 published its Code of ProfessiGaaiduct (the “Moody’s Code”)
pursuant to the IOSCO Code. In April 2006, Moody'gestors Service published its first annual reporthe implementation of Moody’s
Code. The report discusses policies, procedurepmudsses that implement the Mol ode. The report also describes differences lee
the Moody’s Code and the IOSCO Code and how Moolgl®ves that the objectives of the IOSCO Codentlrerwise addressed. Both
Moody’s Code and the report can be found orRbgulatory Affairpage of the Company’s website.

European Unior—The European Commission (“Commissiois$ued a Communication on rating agencies in Jgr2@06. The Commissic
noted that recent European Union (“EU") financiahsces legislative measures that are relevantaditcrating agencies, combined with a
self-regulatory framework for rating agencies basedhe IOSCO Code, provided a suitable frameworkke oversight of rating agencies
and that no legislative actions were required atitine. The Commission indicated that it would niendlevelopments related to rating
agencies and asked the Committee of European 8esWRegulators (“CESR”) to monitor rating agenteesnpliance with the IOSCO Code
and report back regularly.

CESR completed a process to assess such compéindqeublished a report in January 2007. The CE®Beps focused on four
internationally active rating agencies that opeatthe European Union, including Moody'’s, and iwaa discussions with the individual
rating agencies as well as a survey of marketgpatnts. CESR concluded that the four rating agenare largely compliant with the IOSCO
Code and identified a few areas where it beliewaithg agencies could improve their processes ssaladiures and where the IOSCO Code
could be improved. CESR indicated that for its 20€0rt, it will look into these areas in partiautes well as the impact of the Reform Act
and the SEC’s implementing rules on the ratingrmss in the European Union. As a result of the CEERRart, in January 2007 the
Commission reiterated its stance that the selfledgry approach was, at present, the approprigtéatory framework for rating agencies in
Europe.

The Basel Committee-In June 2004, the Basel Committee on Banking Sugien published a new capital adequacy framewtBlagel 117)

to replace its initial 1988 framework. Under Bal$gtatings assigned by recognized credit ratingraxies (called External Credit Assessment
Institutions, or “ECAIs”) could be used by bankdetermining credit risk weights for many of thisistitutional credit exposures. National
authorities will begin implementing these aspeétBasel Il during 2007. Recognized ECAIs could bbjsct to a broader range of oversight.

In the EU, Basel Il has been adopted through th@t@aRequirements Directive (“CRD”), which, amoather things, sets out criteria for
recognizing ECAIs within the EU. The Commissionatesl the Committee of European Banking Supervi6@EBS”), comprised of
European banking regulators, to advise it on bapgiiicy issues that include implementing the CRDJanuary 2006, CEBS published
guidelines that provide the basis for a consisa@proach by EU Member States to the implementatidghe CRD’s ECAI recognition and
supervision criteria. Moody’s completed an applamaprocess pursuant to the CEBS guidelines adigust 2006, CEBS announced a
shared view among EU banking authorities that Méodiiould be recognized as an ECAI. However, ak d&mber State must formally
recognize ECAIs for use in its jurisdiction, theagnition process is ongoing.

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

Other legislation and regulation relating to 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, governmengsy/ mprovide financial or other support to
locally-based rating agencies. In addition, govexnta may from time to time establish official ratiagencies or credit ratings criteria or
procedures for evaluating local issuers. If engcieg such legislation and regulation could sigaifitly change the competitive landscape in
which Moody’s operates. In addition, the legalssadf rating agencies has been addressed by d¢owdsious decisions and is likely to be
considered and addressed in legal proceedingstfreento time in the future. Management of Moodyasnot predict whether these or any
other proposals will be enacted, the outcome offEnding or possible future legal proceedings, leguy or legislative actions, or the
ultimate impact of any such matters on the comipetjposition, financial position or results of opgons of Moody'’s.

Intellectual Property

Moody’s and its affiliates own and control a vayief trade secrets, confidential information, tnadeks, trade names, copyrights, patents,
databases and other intellectual property righag th the aggregate, are of material importandddody’s business. Management of Moogly’
believes that each of the “Moody’s”, “Moody’s KM\&nd the “M Circle Logo'trademarks and related names, marks and logod arateria
importance to Moody’s. Moody’s is licensed to usetain technology and other intellectual propeigjts owned and controlled by others,
and, similarly, other companies are licensed tocgstain technology and other intellectual propeigirts owned and controlled by Moody’s.
Moody’s considers its trademarks, service markigleses, software and other intellectual properbetproprietary, and Moody'’s relies on a
combination of copyright, trademark, trade segratent, non-disclosure and contractual safeguardsrbtection.
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In 2002, Moodys formed two subsidiaries that hold some of iteliattual property. The first, MIS Quality Managem€orp., was formed
own, manage, protect, enforce and license thermades of Moody’s and its affiliates. The second,ddg's Assurance Company, Inc., is a
New York State“‘captive” insurance company that self-insures Mdsdainst certain risks and owns Moody'’s ratinggtases,
methodologies and related software and processaddition to other assets in support of its insoegorogram.

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, 2006, the number of full-timeigglent employees of Moody’s was approximately08,4

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 practicakletdly are filed with, or furnished to, the SEC.

EXECUTIVE OFFICERS OF THE REGISTRANT

Name, Age and Position Biographical Data

Jeanne M. Dering, 51 Ms. Dering has served as the Comparfygkecutive Vice Preside

Executive Vice President, Global Regulatory Affaired Compliance Global Regulatory Affairs and Compliance since N2aQ5.
Previously, she had served as the CompaBgnior Vice Preside
and Chief Financial Officer since October 1, 206d & February
2005 was named Executive Vice President and Clieingial
Officer. In addition, she had senior managemergarsibility for
Moody'’s Information Technology group from Janua@02 to
December 2006. Ms. Dering joined Moody’s Investesvice,
Inc., in April 1997 as Managing Director, FinancHi¢zr, and
became its Chief Financial Officer in 1998. Prioereto, she spent
more than 10 years at Old D&B in a number of finahc
management positions, including Director of Budgetinancial
Analysis and Director of Financial Planning — Acsjtions and
New Business Developmel

Jennifer Elliott, 41 Ms. Elliott has served as the Company’s Vice Pesgidnd Chief

Vice President and Chief Human Resources Officer Human Resources Officer since February 2005. Puslyjpshe
had served as Managing Director for Moajustralia since 19¢
and was also a director of Moody'’s Investors Serty Limited.
She was Vice President and Senior Analyst in Moe@¢tuctured
Finance Group from 1996 until 1999 and an Analgghat group
from 1993 until 1996. Prior thereto, she was a bapknd finance
lawyer in Sydney, Australi

John J. Goggins, 46 Mr. Goggins has served as the Company’s Senior Riesident

Senior Vice President and General Counsel and General Counsel since October 1, 2000. Mr. (Bsggined
Moody'’s Investors Service, Inc. in February 199%a®
President and Associate General Counsel and beGameral
Counsel in 200C



Linda S. Huber, 48
Executive Vice President and Chief Financial Office

Joseph (Jay) McCabe, 56
Senior Vice President—Corporate Controller

Raymond W. McDaniel, Jr., 49
Chairman and Chief Executive Officer, Moody’s Caigtion and
President, Moody’s Investors Service, Inc.

Perry Rotella, 43
Senior Vice President and Chief Information Officer

Ms. Huber has served as the Company’s Executive Fiesident
and Chief Financial Officer since May 2005. Prioereto, she
served as Executive Vice President and Chief Finh@dficer at
U.S. Trust Company, a subsidiary of Charles Sché&v&ompany,
Inc., from 2003 to 2005. Prior to U.S. Trust, sheswlanaging
Director at Freeman & Co. from 1998 through 2002 Served
PepsiCo as Vice President of Corporate StrategyDemwvetlopment
from 1997 until 1998 and as Vice President and #iast
Treasurer from 1994 until 1997. She served as Fiesident in
the Energy Investment Banking Group at BankerstT@asnpany
from 1991 until 1994 and as an Associate in ther@n&roup at
First Boston Corporation from 1986 through 199Ce &tso held
the rank of Captain in the U.S. Army where she sgifvom 1980
to 1984.

Mr. McCabe has served as the Company’s Senior Riesident
— Corporate Controller since December 2005. Mr. MacCjaimed
Moody'’s in July 2004 as Vice President and Corpofantroller.
Prior thereto, he served as Vice President — CatpdController
at PPL Corporation, an energy and utility compdrgm 1994 to
2003. Prior to PPL Corporation, he served Deldtfeouche as
Partner from 1984 to 1993 and as a member of tirésfiaudit
practice from 1973 to 198

Mr. McDaniel has served as the Company’s ChairnmehGhief
Executive Officer since April 2005. Mr. McDanielrsed as the
Company’s President from October 2004 to April 208 as
Chief Operating Officer from January 2004 to A@05. He has
served as a member of the Board of Directors sipré 2003 and
President of Moody’s Investors Service, Inc. siNovember
2001. Mr. McDaniel also served as Executive Vicesitent of th
Company from April 2003 to January 2004 and Seviioe
President from October 1, 2000 until April 2003. $tgved as
Senior Managing Director, Global Ratings and Redganf
Moody’s Investors Service, Inc., from November 2004l
November 2001. Prior thereto, he had served as dliag
Director, International, since 1996 and served asnading
Director, Europe, from 1993 until 1996. He alsovedras
Associate Director in Moody’s Structured Finance@r from
1989 until 1993, and as Senior Analyst in the Magtg)
Securitization Group from 1988 to 1989. Mr. McDdiigealso a
director of John Wiley & Sons, In

Mr. Rotella has served as the Company’s Senior Piesident
and Chief Information Officer since December 20@8or thereto,
he served as Chief Information Officer for Ameridaternational
Group’s (“AlG") Domestic Brokerage group from 20882006,
Operations and Systems Executive in 2006 and GIObaf
Technology Officer from 2000 to 2003. Prior to AlfEgm 1985 tc
1999, Mr. Rotella was with American Management Syst
(“AMS"), a technology consulting firm, where he Hel variety of
positions including Chief Technology Officer for A3/ Insuranc
Technology Groug



ITEM 1A. RISK FACTORS

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 dme£ompany faces. Additional risks and unceriesntot presently known to the Comp:
or that the Compang’management currently deems minor or insignifiedst may impair its business operations. If antheffollowing risk:
occur, Moody'’s business, financial condition, op@aresults and cash flows could be materiallyeadgly 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 2006 wasikd from ratings, a significant portion of whieras related to the issuance of credit-
sensitive securities in the global capital mark&tsee Company anticipates that a substantial pats dfusiness will continue to be dependent

on the number and dollar volume of debt securiieged in the capital markets. Therefore, the Cayisaesults could be adversely affected
by a reduction in the level 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 or credit spreadstiltylén financial markets or the interest ratevepnment, significant regulatory, political or
economic events, defaults of significant issuedb @ther market and economic factors may negativepact the general level of debt
issuance, the debt issuance plans of certain aa¢sgaf borrowers, and/or the types of credit-g@resproducts being offered. A sustained
period of market decline or weakness could als@ lramaterial adverse effect on Moody’s businesdfiaadcial results.

Possible Loss of Market Share or Revenue Throughn@etition or Regulatior

The markets for credit ratings, research and creskitmanagement services are increasingly conngeti¥loody’s competes on the basis of a
number of factors, including quality of ratingsstemer service, research, reputation, regulatoafifipation, price, geographic scope, range
of products and technological innovation. For exema large investment grade default could impaet@ompanys reputation and potentia
lead to greater regulatory oversight. Moody’s fao@spetition from, among others, S&P, Fitch, DBRS8al rating agencies in a number of
international jurisdictions and niche companies firavide ratings for particular types of finangbducts or issuers (such as A.M. Best
Company, Inc., with respect to the insurance inglisbince Moody’s believes that some of its magmi§icant challenges and opportunities
will arise outside the U.S., it will have to comgetith rating agencies that may have a strongex lm@sence or a longer operating history in
those markets. These local providers or compa@bigetitors that may emerge in the future may wecgiuipport from local governments or
other institutions that Moody’s does not receive.

Currently, Moody’s, S&P, Fitch, DBRS and A.M. B&xvmpany, Inc. are designated as NRSROs by the BESzptember 2006, the United
States Congress passed into law the Credit Ratiemey Reform Act of 2006. As a direct result, tl#C3s mandated to complete a rule-
making process which implements the legislatioe ($&egulation”, above, for further information) Byne 2007. At present, Moody'’s is
unable to assess the impact of any regulatory astigat may result from the SEC’s rule-making pssce

Introduction of Competing Products or Technologiéy Other Companie

The markets for credit ratings, research and creskitmanagement services are competitive. Thékil provide innovative products and
technologies that anticipate customers’ changiggirements and to utilize emerging technologicahds is a key factor in maintaining
market share. Competitors may develop quantitatigthodologies or related services for assessirdjtaisk that customers and market
participants may deem preferable, more cost-effear more valuable than the credit risk assessmettiods currently employed by
Moody’s. Moody’s growth prospects could also beadely affected by limitations of its informaticgchnologies that fail to provide
adequate capacity and capabilities to meet incdedsmands of producing quality ratings and resegretucts.

Increased Pricing Pressure from Competitors and@ustomers

In the credit rating, research and credit risk nganaent markets, competition for customers and matiare has spurred more aggressive
tactics by some competitors in areas such as grania service. While Moody’s seeks to compete milynan the basis of the quality of its
products and service, if its pricing and serviaesreot sufficiently competitive with its currentdafuture competitors, Moody’s may lose
market share.
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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 financiabéysts 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 inaexsti Investment banks and other competitors follyantlent may be able to offer higher
compensation than Moody’s. Moody’s also may noable to identify and hire employees in some mar&atside the U.S. with the required
experience or skills to perform sophisticated dradalysis. Moody’s may lose key employees dueherdfactors, such as catastrophes, that
could lead to disruption of business operationsod§cs ability to compete effectively will continue depend, among other things, on its
ability to attract new employees and to retain mnadivate existing employees.

Exposure to Litigation Related to Moo’s Rating Opinions

Moody'’s faces litigation from time to time from piais claiming damages relating to ratings actibmsddition, as Moody’s international
business expands, these types of claims may ireteasause foreign jurisdictions may not have lpgatections or liability standards
comparable to those in the U.S. (such as protecfimmnthe expression of credit opinions as is ptediby the First Amendment). These risks
often may be difficult to assess or quantify argirtiexistence and magnitude often remains unknawsudbstantial 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 balano®ng rating agencies and the level of demandatorgs may be positively or negatively
affected. Government-mandated ratings criteria aiggy have the effect of displacing objective agsesss of creditworthiness. In these
circumstances, debt issuers may be less likelyse bheir choice of rating agencies on criterilnaagindependence 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.

Potential for New U.S., Foreign, State and Local gislation and Regulations, Including Those Relatirtg Nationally Recognize
Statistical Rating Organization

In the United States and other countries, the kwgsregulations applicable to credit ratings anithgaagencies continue to evolve and are
presently subject to review by a number of legigtabr regulatory bodies, including the SEC in thdted States and the CESR on behalf of
the European Union. It is possible that such regieauld lead to greater oversight or regulationceoming the issuance of credit ratings or
activities of credit rating agencies. Such addailmegulations could, potentially, increase thet€associated with the operation of a credit
rating agency, alter the rating agencies’ commuitina with the issuers as part of the rating agaigmt process, increase the legal risk
associated with the issuance of credit ratingsngbahe regulatory framework to which credit rataggencies are subject and/or affect the
competitive environment in which credit rating agiess operate. A description of certain of the nreent regulatory initiatives in the United
States and other countries is described above thdeection entitled “Regulation” in Item 1. “Bosss”, of this Form 10-K. At present,
Moody'’s is unable to predict the regulatory chantias may result from ongoing reviews by the SE®tber regulatory bodies or the effect
that any such changes may have on its business.

Exposure to Increased Risk from Multinational Opetians

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

» changes in legal and regulatory requirements affgetither Mood’s operations or its custom’ use of rating:
* possible nationalization, expropriation, price colst and other restrictive governmental acti

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

» currency fluctuation

e export and import restrictions, tariffs and othrade barrier:

« difficulty in staffing and managing offices as au# of, among other things, distance, travel,uakdifferences and intense
competition for trained personr

* longer payment cycles and problems in collectiragneables
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» political and economic instabilit
e potentially adverse tax consequen

Any of these factors could have a material adveffext on the business, financial condition andiitsf operations of the Company in the
future.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Moody’s corporate headquarters is located at 99¢@h8treet, New York, New York, with approximatdk1,000 square-feet. During the
fourth quarter of 2006, the Company completed #le of its corporate headquarters and is leasing tee building until the headquarters
relocation is completed. On October 20, 2006, thm@any entered into an operating lease agreemémwhorld Trade Center, LLC for
589,945 square-feet of an office building located 8/orld Trade Center at 250 Greenwich Street, Nevk, New York, which will serve as
Moody’s new headquarters beginning in mid- to B267. As of December 31, 2006, Moody’s operatioasanconducted from 15 U.S.
offices and 32 non-U.S. office locations, all ofielhare leased. These properties are geographitiatijbuted to meet operating and sales
requirements worldwide. These properties are géyaensidered to be both suitable and adequatedet current operating requirements
virtually all space is being utilized.

ITEM 3. LEGAL PROCEEDINGS

From time to time, Moody’s is involved in legal atak proceedings, claims and litigation that adantal to the Company’s business,
including claims based on ratings assigned by Mdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyifitisand contingencies in connection with thessters based upon the latest
information available. Moody’s discloses materiahding legal proceedings, other than routine litcgaincidental to Moody'’s business,
material proceedings known to be contemplated wegonental authorities, and other pending matteasit may determine to be
appropriate. For those matters where it is botlbaiote that a liability has been incurred and thewmof loss can be reasonably estimated,
the Company has recorded reserves in the consatidimiancial statements and periodically adjustés¢has appropriate. In other instances,
because of uncertainties related to the probalieome and/or the amount or range of loss, managedoes not record a liability but
discloses the contingency if significant. As addiil information becomes available, the Companysisijits assessments and estimates of
such liabilities accordingly.

The discussion of the legal matters under Pattelhn 7. “Management’s Discussion and Analysis afdficial Condition and Results of
Operations—Contingencies”, commencing on page 2Bisfannual report on Form 10-K, is incorporatetd ithis Item 3 by reference.

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 onoligs financial position, results of
operations or cash flows, subject to the contingesndescribed in Part I, Item 7. “Management’sdd&sion and Analysis of Financial
Condition and Results of Operations—Contingencies”.

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.
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PART Il

ITEM5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

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, and under the caption “Eq@iympensation Plan Information” in the Company’drdéfe proxy statement for use in
connection with its annual meeting of stockholdsaiseduled to be held on April 24, 2007, and isiipotated herein by reference.

MOODY'’'S PURCHASES OF EQUITY SECURITIES
For the Three Months Ended December 31, 2006

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

Period Shares Purchase Paid per Share Program Program (2)
October 1- 31 971,70i(1) $ 63.44 971,47¢ $ 1,850.3 millior
November } 30 722,98:(1) 67.2¢ 722,01¢ 1,801.8 millior
December =31 562,50( 69.9¢ 562,50( 1,762.4 millior
Total 2,257,18 2,255,99!

(1) Includes the surrender to the Company of 22B%66 shares in October and November, respectisélyommon stock to satisfy tax
withholding obligations in connection with the \iegt of restricted stock issued to employe

(2) As of the last day of each of the months. On Jyrg986, the Board of Directors authorized a $2dsilshare repurchase program. Tt
is no established expiration date for this auttaitn. During August 2006, the Company had comgléteprevious $1 billion share
repurchase program, which had been authorizedéBdiard of Directors in October 20(

During the fourth quarter of 2006, Moody'’s repurebd 2.3 million shares at an aggregate cost of $Islion and issued 1.1 million shares
of stock under employee stoblased compensation plans. Since becoming a pulstipany in October 2000 and through December 316,
Moody’s has repurchased 84.4 million shares ata tost of $2.9 billion, including 38.6 million ales to offset issuances under employee
stock-based compensation plans.

PERFORMANCE GRAPH

The following graph compares the total cumulatiwarsholder return of the Company to the performari@andard & Poor’s Stock 500
Index (the “S&P 500”) and an index of performaneepgroup companies (the “Performance Peer Group”).

The Company does not believe there are any puliliatled companies that represent strict peers. Menveach of the companies in the
Performance Peer Group offers business informaioducts in one or more segments of its busindss.Performance Peer Group consis
Dow Jones & Company, Inc., The McGrat#i#f Companies, Pearson PLC, Reuters Group PLCnpTum Corporation and Wolters Kluwer

The comparison assumes that $100.00 was investad i@ompany’s common stock (the “Common Stock® sneach of the foregoing
indices on December 31, 2001. The comparison a&sonaes the reinvestment of dividends, if any. Died teturn for the Common Stock w
254% during the performance period as comparedavithial return during the same period of 35% lier $&P 500 and 27% for the
Performance Peer GroL



COMPARISON OF CUMULATIVE TOTAL RETURN
SINCE DECEMBER 31, 2001
MOODY’'S CORPORATION, S&P COMPOSITE INDEX AND PEER G ROUP INDEX

400
350
300
@ 250
; 200
2 10
100
50
o . ; . y
1253148 1253102 TR0 12531104 1230005 12/ 20008
——t— MOODY'S CORPORAATION —8—FPEER GROUP INDEX — & — S&P COMPOSITE INDEX
PERIOD ENDING
12/31/200. 12/31/200; 12/31/200: 12/31/200. 12/30/200! 12/29/200!
Moody's Corporatiol 100.0( 104.0: 153.07 220.5: 313.6! 354.2:
Peer Group Inde 100.0¢ 61.8( 81.51 96.1¢ 100.9% 127.4%
S&P Composite Inde 100.0( 77.9( 100.2¢ 111.1¢ 116.6: 135.0¢

The comparisons in the graph above are provideesponse to disclosure requirements of the SEGendot intended to forecast or be
indicative of future performance of the Common 8toc
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ITEM 6. SELECTED FINANCIAL DATA

The Company’s selected consolidated financial datald be read in conjunction with Iltem 7. “Manage’s Discussion and Analysis of

Financial Condition and Results of Operations” #relMoody’s Corporation consolidated financial stagénts and notes thereto.

Year Ended December 31,

amounts in millions, except per share data 2006 2005 2004 2003 2002 (1)
Results of operations

Revenue $2,037.. $1,731.¢ $1,438.0 $1,246.¢ $1,023.:

Expenses, excluding gain on sale of builc 938.2 792.( 651.¢ 583.t 485.2

Gain on sale of building (¢ (160.6 — — — —

Operating incom: 1,259.! 939.€ 786.4 663.1 538.1

Non-operating income (expense), net 1.C (4.9 (15.7) (6.7) (20.7)

Income before provision for income tay 1,260.! 934.7 771.8 656.4 517.

Provision for income taxe 506.¢ 373.¢ 346.2 292.F 228.

Net income $ 753.¢ $ 560.t $ 425.1 $ 363.¢ $ 288.C
Earnings per share (4)

Basic $ 268 $ 18 $ 14z $ 122 $ 094

Diluted $ 258 $ 18 $ 14C $ 1.1¢ $ 0.92
Weighted average shares outstanding («

Basic 284.2 297.7 297.( 297.¢ 307.¢

Diluted 291.¢ 305.¢ 304.% 304.¢ 315.(
Dividends declared per share $ 02¢ $ 02¢ $ 01t $ 011 $ 0.0¢

Year Ended December 31,
2006 2005 2004 2003 2002

Balance sheet dat:

Total asset $1,497.° $1,457.. $1,389.0 $ 959.¢ $ 633.7

Long-term debt (5 $ 300.C $ 300 $ — $ 300.C $ 300.

Shareholder equity (deficit) $ 167« $ 309« $ 317t $ (32.)) $(327.0

(1) The 2002 results of operations include revenued@f Bmillion, expenses of $42.8 million and an apiag loss of $0.7 million related
KMV, which was acquired in April 200:

(2) During the fourth quarter of 2006, the Companoynpleted the sale of its corporate headquarteetdd at 99 Church Street, New York,
New York. The sale resulted in a gain of $160.diamil

(3) The 2003 amount includes a gain of $13.6 millioraarinsurance recovery related to the Septembaértidgedy

(4) Prior period earnings per share and weighted aeeshgres outstanding have been adjusted to réfledtlay 2005 -for-1 stock split

(5) At December 31, 2004, the notes payable schedalathture in September 2005 were classified asramuiability.
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ITEM7. 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

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containsvaod-Looking Statements. See
“Forward-Looking Statements” commencing on pagad Item 1A. “Risk Factors” commencing on pagedrQaf discussion of
uncertainties, risks and other factors associaitdthese statements.

The Company

Except where otherwise indicated, the terms “Moetighd the “Company” refer to Moody’s Corporatiardats subsidiaries. Moody’s is a
provider of (i) credit ratings, research and anialgsvering fixed-income securities, other debtruimpents and the entities that issue such
instruments in the global capital markets, anditteaining services, and (ii) quantitative creditk assessment products and services and
credit processing software for banks, corporatemd investors in credit-sensitive assets. Moodperates in two reportable segments:
Moody'’s Investors Service and Moody's KMV.

Moody'’s Investors Service publishes rating opinionsa broad range of credit obligors and creditgattions issued in domestic and
international markets, including various corporatel governmental obligations, structured financaistes and commercial paper programs.
It also publishes investor-oriented credit inforimat research and economic commentary, includirgdgipth research on major debt issuers,
industry studies, special comments and credit opihiandbooks.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcges and credit processing software
for banks, corporations and investors in creditsgame assets.

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 efMND&B stock. New D&B comprised the business of OIB’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management sertice “Moody’s Business”) and was renamed “Moodytsporation”. The method by
which Old D&B distributed to its shareholders itges of New D&B stock is hereinafter referredgdtee “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 ateafrassets and liabilities and related
disclosures of contingent assets and liabilitiethatdates of the financial statements and revandeexpenses during the reporting periods.
These estimates are based on historical exper@rden other assumptions that are believed todsorable under the circumstances. On an
ongoing basis, Moody'’s evaluates its estimatesydicg those related to revenue recognition, actorecteivable allowances, contingencies,
goodwill and intangible assets, pension and otbst-petirement benefits and stock-based compemsaiitiual results may differ from these
estimates under different assumptions or conditidhs following accounting estimates are considerdttal because they are particularly
dependent on management’s judgment about matraith uncertain at the time the accounting estisnate made and changes to those
estimates could have a material impact on the Cagip@onsolidated results of operations or finahctandition.

Revenue Recoghnitio

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 periodsuth cases, the Company defers portiol
rating fees that it estimates will be attributeduture monitoring activities and recognizes théeded revenue ratably over the estimated
monitoring periods.

The portion of the revenue to be deferred is baget a number of factors, including the estimasadrharket value of the monitoring
services charged for similar securities or issueng. estimated monitoring period over which theedefd revenue will be recognized is
determined based on factors such as the estimaésddf the rated securities. Currently, the esttianonitoring periods range from one year
to ten years. At December 31, 2006, 2005 and 2d&rred revenue included approximately $47 milli886 million and $30 million,
respectively, related to such deferred monitoraest
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Additionally, in the case of commercial mortgageHsd securities, issuers can elect to pay the mamit fees upfront. These fees are
deferred and recognized over the future monitopedgod which is determined based on the lives efrttted securities. Currently, the
monitoring periods range from five to 46 years D&cember 31, 2006, 2005 and 2004, deferred reveated to commercial mortgage-
backed securities was approximately $62 milliorQ $%llion and $37 million, respectively.

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 revenuernsesiteach quarter based on estimated amountsioditsg and is billed subsequently
when actual data is available. The estimate isrohéted based on the issuers’ most recent reportederly data. At December 31, 2006,
2005 and 2004, accounts receivable included apmiabely $34 million, $31 million and $29 million,gpectively, related to accrued
commercial paper revenue. Historically, the Complaay not had material differences between the astithrevenue and the actual billings.

Accounts Receivable Allowanc

Moody’s records as reductions of revenue provisfongstimated future adjustments to customermgjiibased 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. Meadluates its accounts receivable by reviewimdyassessing historical collection and
adjustment experience and the current status tdimgs accounts. Moody’s also considers the econemidconment of the customers, both
from an industry and geographic perspective, iduatang the need for allowances. Based on its mesjdoody’s establishes or adjusts
allowances, as considered appropriate. This pranesb/es a high degree of judgment and estimadioth could involve significant dollar
amounts. Accordingly, Moodg'results of operations can be affected by adjusrte the allowance. Management believes thaallbevance
for uncollectible accounts is adequate to coveicgatted adjustments and writéts under current conditions. However, significahinges i
any of the above-noted factors, or actual writes-off adjustments that differ from the estimated @am® could result in revenue adjustments
that are greater or less than Moody’s estimatesati of 2006, 2005 and 2004, the Company adjitstedovision rates and its allowances to
reflect its current estimate of the appropriatelef accounts receivable allowance.

Contingencies

Accounting for contingencies, including those matigescribed in the “Contingencies” section of thisnagement’s Discussion and
Analysis”,commencing on page 28 is highly subjective andireguhe use of judgments and estimates in asgeggir magnitude and like
outcome. In many cases, the outcomes of such matifttbe determined by third parties, includingrggonmental or judicial bodies. The
provisions made in the consolidated financial stetets, as well as the related disclosures, repres@magement’s best estimates of the then
current status of such matters and their poteatitdome based on a review of the facts and in dtatgun with outside legal counsel where
deemed appropriateThe Company regularly reviews contingencies anadaktional information becomes available may, i filture, adjust
the provisions made in respect thereof. Since therpial exposure on many of these matters is magtand it is possible that these matters
could be resolved in amounts that are greaterttieCompany has reserved, their resolution coue hamaterial adverse effect on Moody’s
future reported results and financial positionatidition, potential cash outlays related to theltg®n of these exposures could be material.

For the years ended December 31, 2006, 2005 art] #@®provision for income taxes reflected credft$2.4 million, $8.8 million and
charges of $30 million, respectively, due to chanigehe Company’s reserves for legacy income xgposures that were assumed by
Moody’s in connection with its separation from @&B in October 2000. These tax matters are disalsseler “Legacy Tax Matters”
below.

Goodwill and Other Intangible Assets

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@lwill and Other Intangible Assets”. The evaluatad the carrying value of goodwill
requires that the Company make important assungtad judgments about future operating resultscastl flows as well as terminal values
and discount rates. In estimating future operatasylts and cash flows, Moody’s considers intebn@gets and strategic plans, expected
long-term growth rates, and the effects of extefaetors and market conditions. If actual futurem@bing results and cash flows or external
conditions differ from the Company’s judgmentsjfathanges in assumed terminal values or discatesrare made, an impairment charge
may be necessary to reduce the carrying value adwibl, which charge could be material to the Compa financial position and results of
operations. Amortizable intangible assets are vestikfor recoverability whenever events or changesrcumstances indicate that the
carrying amount may not be recoverable.
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Pension and Other Po-Retirement Benefits

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

» future compensation increases, based on the Cor's lon¢-term actual experience and future outl

» long-term return on pension plan assets, basedstorisal portfolio results and the expected futaverage annual return for each
major asset class within the p’'s portfolio (which is principally comprised of e¢quand fixec-income investments

» future healthcare cost trends, based on histameaket data, ne-term outlooks and assessments of likely -term trends
» discount rates, based on current yields on-grade corporate lo-term bonds

The discount rate selected to measure the prea@rd of the Company’s benefit obligations as of &wsber 31, 2006 was derived using a
cash flow matching method whereby the Company coesphe plans’ projected payment obligations by yéth the corresponding yield on
the Citibank Pension Discount Curve. The cash flaresthen discounted to their present value aravarall discount rate is determined.

Moody’s major assumptions vary by plan and assumptiosd aie set forth in Note 10 to the consolidatedrfaial statements. In determin
these assumptions, the Company consults with auggitliaries and other advisors as deemed appmpfidiile the Company believes that
the assumptions used in its calculations are reddendifferences in actual experience or changessumptions could have a significant
effect on the expenses, assets and liabilitiesae® the Company’s pension and other post-reérgrenefits.

When actual plan experience differs from the asgiomg used, actuarial gains or losses arise. Texkent the total outstanding gain or loss
exceeds a corridor threshold as defined in SFAS8Np Employers’ Accounting for Pensions” (“SFAS N8¥"), the excess is subject to
amortization in annual expense over the estimatedage future working lifetime of active plan paigiants. For Moody’s pension and other
post-retirement benefit plans, the total lossesf &@cember 31, 2006 which have not been recognizadnual expense are $ 41.0 million
and Moody’s expects to recognize $2.2 million duacial losses in 2007 annual net periodic bemrefitense.

For Moody'’s funded pension plan, the differencesvben the expected long-term rate of return assompind actual experience could also
affect the net periodic pension expense. As peenhitinder SFAS No. 87, the Company spreads the impasset experience over a fiyear
period for purposes of calculating the market ezlatalue of assets which is used in determiningeipected return on assets component of
annual expense and in calculating the total unngizeg gain or loss subject to amortization. As eEBmber 31, 2006, the Company has an
unrecognized asset gain of $7.8 million, of whi€33million will be recognized in the market reldtealue of assets which is used to
calculate the expected return on assets compom&®08 expense.

The table below shows the estimated effect thateapercentage-point decrease in each of these psumwill have on Moody’s 2007
operating income (dollars in millions). These eféetave been calculated using the Company’s cupr@iections of 2007 assets, liabilities,
obligations and expenses related to pension ared ptist-retirement plans, which could change astgoddata becomes available.

Estimated Impact on

Assumption Used fo 2007 Operating Incom

2007 (Decrease)/Increase
Discount Rate’ 5.90% / 5.80% $ (5.3
Weighted Average Assumed Compensation Growth 4.00% $ 1.8
Assumed Lon-Term Rate of Return on Pension As: 8.35% $ (1.7

* Discount rates of 5.90% and 5.80% are used foripemdans and other pc¢-retirement plans, respective

A one percentage-point increase in assumed headtlecat trend rates will not affect 2007 projeaegdenses. Based on current projections,
the Company estimates that expenses related téopearsd post-retirement plans will be approximately

17



$14.4 million in 2007 compared with $14.9 millian2006. The expected expense decrease in 200¢tsetthe effects of higher discount
rates, higher plan asset gains and lower amounizati actuarial losses, which are partially offsgthormal growth in plan liabilities.

Stock-Based Compensation

On January 1, 2006, the Company adopted, undendiuified prospective application method, the falue method of accounting for stock-
based compensation under Statement of Financiauating Standards (“SFAS”) No. 123 (Revised 20@hdre-Based Payment” (“SFAS
No. 123F"). Under this pronouncement, companies are requoeecord compensation expense for all sharedhaagment award
transactions granted to employees based on thedlaie of the equity instrument at the time of grdinis includes shares issued under
employee stock purchase plans, stock options jeestrstock and stock appreciation rights. PreMigus January 1, 2003, the Company
adopted, on a prospective basis, the fair valudoaetdf accounting for stock-based compensation uBBAS No. 123, “Accounting for
Stock-Based Compensation”. The fair value of egatfon award is estimated on the date of grant usiegBlack-Scholes option pricing
model that uses assumptions and estimates th@wmpany believes are reasonable. Some of the aismspnd estimates, such as share
price volatility and expected option holding periage based in part on Moody’s experience duriegpiriod since becoming a public
company, which is limited. The use of differentuaaptions and estimates in the Black-Scholes ogtiazing model could produce materially
different estimated fair values for option awardd aelated expense.

An increase in the following assumptions would hhad the following estimated effect on operatingpime in 2006 (dollars in millions):

Estimated Impact on

Increase in Operating Income in 200t

Assumption Used Assumption Increase/(Decrease)
Average Expected Dividend Yie 2002-2006 grant 0.41%-0.52% 0.10% $ 0.€
Average Expected Share Price Volatil 2002-2006 grant 23%-30% 5% $ (4.9
Expected Option Holding Peric 2002-2006 grant 4.5-6.0 year 1.0 yeat $ (4.2

Other Estimates

In addition, there are other accounting estimatéisinvMoody’s consolidated financial statementg|iling recoverability of deferred tax
assets, anticipated dividend distributions from-kb8. subsidiaries and valuation of investmentsfiiiates. Management believes the
current assumptions and other considerations wsestimate amounts reflected in Moody’s consolidditeancial statements are appropriate.
However, if actual experience differs from the asptions and other considerations used in estimatingunts reflected in Moody’s
consolidated financial statements, the resultirangles could have a material adverse effect on Meaiysolidated results of operations or
financial condition.

See Note 2 to the consolidated financial statenfentsirther information on key accounting policibsit impact Moody'’s.

Operating Segments

Moody'’s Investors Service consists of four ratimgups — structured finance, corporate finance o institutions and sovereign risk, and
public finance — that generate revenue principiityn the assignment of (i) credit ratings on issuamd issues of fixemicome obligations i

the debt markets, and (ii) research, which pringagdnerates revenue from the sale of investor-tagearedit information, and research,
principally produced by the rating groups, and @it commentary. For presentation purposes, Eugpesents Europe, the Middle East
and Africa and public finance represents U.S. puitiance. Given the dominance of Moody’s Invest®esvice to Moody’s overall results,

the Company does not separately measure or repomate expenses, nor are such expenses alldeettiwden the Company’s business
segments. Accordingly, all corporate expensesraleded in operating income of the Moody’s InvestService segment and none have beer
allocated to the Moody’s KMV segment.

The Moody’s KMV business develops and distributeardgitative credit risk assessment products andcger and credit processing software
for banks, corporations and investors in creditsgame assets.

In February 2005, Moody’s Board of Directors deetha two-for-one stock split to be effected asexisb stock distribution of one share of
common stock for each share of the Compsiegmmon stock outstanding, subject to stockhadgeroval of a charter amendment to incre
the Company'’s authorized common shares from 40llomihares to 1 billion shares. At the Companyrsidal Meeting on April 26, 2005,

Moody’s stockholders approved the charter amendmena result,
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stockholders of record as of the close of businesslay 4, 2005 received one additional share ofrnomstock for each share of the
Company’s common stock held on that date (the 168uit”). Such additional shares were distribubedMay 18, 2005. All prior period
share and per share information has been restatefléct the Stock Split.

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

Results of Operations
Year Ended December 31, 2006 Compared With Year Emrdl December 31, 2005
Total Company Results

Moody’s revenue in 2006 was $2,037.1 million, arrémase of $305.5 million or 17.6% from $1,731.6lionil for the same period of 2005.
Moody'’s achieved strong revenue growth above tteeafithe overall corporation in global structufaghnce, corporate finance and research,
and below the corporate rate in financial instdo§ and MKMV, with a decline in revenue from pulflitance.

Revenue in the United States was $1,277.8 millioRd0d06, an increase of $192.4 million or 17.7% fi®y085.4 million in 2005.
Approximately 80% of the U.S. growth was drivendtsuctured finance and corporate finance, reflgcsitnong issuance across most
structured asset classes as well as corporate lamadsank loans. Research, financial institutiorss KMV contributed to year-over-year
growth as well.

Moody’s international revenue was $759.3 millior2B06, an increase of $113.1 million or 17.5% fi$646.2 million in 2005. International
ratings revenue grew approximately $91 million usrthe prior year, with about 84% of the growtlEurope where credit derivatives,
corporate finance, commercial mortgage-backed asidential mortgage-backed sectors were primamedsiof growth. European research
and MKMV contributed to growth as well. Foreign mcy translation positively impacted internatior@lenue growth by approximately $1
million.

Moody’s operating, selling, general and administeexpenses of $898.7 million in 2006 were $14tiion or 18.8% more than $756.8
million in 2005. Compensation and benefits contitube Moody’s largest expense, accounting for agdprately $103 million in growth
from prior year. Moody’s average global staffingnaére than 3,100 employees during the year endedreer 31, 2006 was approximately
15% higher than during the same prior year pefids increase includes hiring to support businges/th mainly in the U.S. and European
ratings businesses. The table below shows Moodgffrgy at year-end 2006 compared with year-end200

December 31, 2006 December 31, 2005
United States International Total United States International Total
Moody's Investors Servic 1,84: 1,10¢ 2,94¢ 1,60( 91¢ 2,51¢
Moody' s KMV 304 97 401 303 74 377
Total 2,147 1,20:  3,35( 1,90 99: 2,89¢

Operating expenses were $539.4 million in 2006nearease of $86.5 million or 19.1% from $452.9 foillin 2005. The largest contributor
this increase was growth in compensation and bsnetpense of $76 million, reflecting compensatiameases, increased staffing and hic
stock-based compensation expense. Moody'’s gloatiirsg reflected hiring primarily in the U.S. andif®pean ratings businesses to support
business growth. Stock-based compensation expraszsed $16.3 million year-over-year due, in garthe final year of phasing in of
expense over the current four-year equity planinggieriod and the effects of a higher share pric¢he value of the 2006 equity grants
versus 2005, offset by additional expense recoidéue first quarter of 2005 related to the acakat expensing of equity grants for
employees at or near retirement eligibility. Expenfor 2005 included $3.2 million for the settletmehcertain pension obligations.

Selling, general and administrative expenses w58 million in 2006, an increase of $55.4 milli@n18.2% from $303.9 million in 2005.
Year-over-year expense increases included growtbrimpensation and benefits of $27 million, reflegtcompensation increases, increased
staffing in technology support and finance funcsi@md $6.0 million related to stock-based compémsats discussed above. Additional 2006
expenses included increased rent and occupancy @oapproximately $12 million to support businegpansion and costs associated with
Moody’s new corporate headquarters. Expenses 105 2&luded a charge of $9.4 million for the settiat of sales tax matters related to
Moody’s operations in Japan from 2000 through BMhe2005, which was a result of a tax audit by dapa taxing authorities that was
completed in the second quarter of 2005.
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Operating income of $1,259.5 million in 2006, whiokluded a 160.6 million gain on the sale of Mosdyorporate headquarters building in
the fourth quarter of 2006, rose $319.9 milliorBdr0% from $939.6 million in 2005. Excluding thérgan sale, operating income increased
17%. The effects of foreign currency translatioduged year-over-year growth in operating incomajgroximately $3 million. Moody’s
operating margin for 2006 was 61.8% compared t8%4n 2005. The gain on the sale of the buildingréased the 2006 margin by
approximately 790 basis points.

Moody's reported $1.0 million of interest and otmen-operating income (expense), net in 2006 coetpaith ($4.9) million in 2005.

Interest expense was $15.2 million in 2006 andG&iillion in 2005. The amounts included $14.9 roitliand $20.9 million of interest
expense on Moody’s $300 million of notes payable2f@06 and 2005, respectively. Interest income $la52 million in 2006 compared to
$26.0 million in 2005. The decrease was attribtiteithe liquidation of investment portfolios to fimze share repurchases. Foreign exchange
losses were immaterial in 2006 compared to $8.2amiln 2005. The year-over-year change was prilypalie to the British pound and euro
appreciating to the U.S. dollar.

Moody'’s effective tax rate was 40.2% in 2006 coreplaio 40.0% in 2005. The 2006 and 2005 effectixedtes were reduced by benefits of
$2.4 million and $8.8 million, respectively, reldtt legacy income tax matters, see “Contingeneiesgacy Tax Matters” below for further
information. Additionally, Moody’s recognized a thrnefit of approximately $3 million related to &ashal foreign tax credits in the fourth
quarter of 2006 and a tax benefit of $3.6 milliar2D05 related to the repatriation of foreign eageiunder the American Jobs Creation Ac
2004. The 2006 rate was also favorably impactedgproximately 30 basis points due to the settlerobstate tax audits.

Net income was $753.9 million in 2006, an increafs$193.1 million or 34.4% from $560.8 million iMA5. Basic and diluted earnings |
share for 2006 were $2.65 and $2.58, respectieelppared to basic and diluted earnings per shab&.88 and $1.84, respectively, for 2005.
Excluding the gain on sale, 2006 net income wa®$6/illion, an increase of $99.0 million or 17.7A@ditionally, the gain contributed
$0.33 and $0.32 relating to full year basic andtdill earnings per share, respectively.

Segment Results
Moody'’s Investors Service

Revenue at Moody’s Investors Service in 2006 wa8%1.3 million, up $294.0 million or 18.4% from $00.3 million in 2005. Ratings
revenue accounted for $250.6 million of growth witbreased revenue in global structured financearate finance and financial institutic
and sovereign risk offsetting a decline in publi@ahce. Double-digit growth in research also cttied to the increase in revenue. Foreign
currency translation positively impacted revenuangh by approximately $1 million. Price increasesaontributed to year-over-year
growth in revenue.

Structured finance revenue was $886.7 million i@@@&n increase of $171.3 million or 23.9% from %41million in the same period of

2005. Approximately $109 million of the increaseswa the U.S., with the collateralized debt and nwrrial mortgage-backed sectors
contributing about 96% of the U.S. increase. Yeasrg/ear issuance of collateralized loan obligatiand cash flow resecuritizations grew, in
part, to the increased “repackaging” of securitiasgets such as consumer asset-backed and mob@elges securities, as well as bank loans
in collateralized debt obligations. Strong growtlcommercial real estate collateralized debt ohbgassuance was a key driver of overall
commercial mortgage-backed issuance. Internatistna¢tured finance revenue grew approximately $8om year-over-year, with Europe
contributing about $58 million, where credit detivas, commercial mortgage-backed and residentiatgage-backed sectors totaled 92% of
the European growth. Foreign currency translatmrsfructured finance positively impacted interoadl revenue growth by approximately
million.

Corporate finance revenue was $396.2 million in&Q@ $73.0 million or 22.6% from $323.2 million2005. Revenue in the U.S. increased
approximately 22% principally due to issuance eslagrowth in bank loan and corporate bond ratiegemue. Investment grade bond
issuance increased approximately 17% and high bietdl issuance increased approximately 43%, priyndwie to significant mergers and
acquisitions, leveraged buyouts and second liem é@divity. International corporate finance reveimmeased approximately $28 million or
about 24% due largely to increased corporate bssuhince and non-issuance related ratings feesap&uPrice increases also contributed to
yearover-year growth in global corporate finance rewen

Revenue in the financial institutions and sovereigk group was $266.8 million in 2006, an increaE812.2 million or 4.8% from $254.6
million in 2005. In the U.S., revenue grew approately $11 million, principally due to strength msurance and real estate sectors.
Internationally, revenue increased $1.5 million pamed to the prior year period.

Public finance revenue was $85.9 million in 20068¢earease of $5.9 million or 6.4% from $91.8 miilim 2005. Dollar volume issuance in
the municipal bond market declined compared to 2p€iEnarily due to lower refinancing activity.
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Research revenue of $258.7 million in 2006 was448llion or 20.2% higher than $215.3 million in@® Revenue grew by approximately
$28 million in the U.S. and about $15 million imtationally, with Europe accounting for approximgtéll% of international growth. Resea
and analytics services accounted for approxima® million of global revenue growth primarily froonedit research on the corporate
finance, financial institutions and the structufiséince related businesses. Revenue from the lieg$ Moody’s information to financial
customers for internal use and redistribution wazreximately $57 million in 2006, an increase opapimately $8 million, or about 17%
higher than the prior year.

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpogafenses, were $789.1 million in 2006,
an increase of $143.7 million or 22.3% from $64®itlion in 2005. The largest contributor to 2006perses was growth in compensation
benefits of approximately $110 million reflectingmapensation increases, increased staffing primaritiie U.S. and European ratings
businesses and higher stock-based compensationsxpé$21.4 million. Furthermore, expenses in 286kided increased rent and
occupancy costs of approximately $11 million toag business expansion and costs associated vatidivls new corporate headquarters.
Additional increases were due to increased infolonatchnology investment spending of approxima$dymillion offset by a decrease of
approximately $6 million in legal fees. ExpensesZ005 included a charge of $9.4 million for thétlseenent of sales tax matters related to
Moody’s operations in Japan from 2000 through BMhe2005, which was a result of a tax audit by depa taxing authorities that was
completed in the second quarter of 2005. Additignaxpenses in 2005 included $3.2 million for Hettlement of certain pension obligatic
Foreign currency translation contributed approxeha$4 million to year-to-year growth in reportexpenses.

Moody'’s Investors Service operating income of $2,94nillion in 2006 was up $306.6 million or 32.786m $936.3 million in 2005, which
included a $160.6 million gain on the sale of Mosdyorporate headquarters building in the fourtareer of 2006. Excluding the gain,
operating income increased 15.6%. The effectsreida currency translation reduced year-to-yeangfian operating income by
approximately $3 million.

Moody’'s KMV

MKMYV revenue of $142.8 million in 2006 was $11.5llion or 8.8% more than the same period in 2005.NMAKs revenue growth reflected
increased demand for credit decision-making softveard software related maintenance services, vgt@lv approximately 10% or $2.7
million compared to 2005. Growth in subscriptioesenue related to credit risk assessment produete gpproximately 5% or $4.9 million
compared to prior year and risk services revenaeased approximately $4 million or about 36% comagao prior year. In 2006,
international MKMV revenue accounted for 56% ofgtebal revenue.

MKMV'’s operating, selling, general and administvatexpenses were $109.6 million in 2006, a decref$#&.8 million or 1.6% from $111.4
million in 2005. The 2006 expenses include a totél3.5 million due to training and recruitmentiesaand marketing expenses. Additionally,
2006 expenses include a $2.2 million charge recbieonnection with a non-income tax matter. TA82expenses included approximately
$7 million related to severance costs, the wrifeebtapitalized software development and a ligpilor unpaid overtime due to certain
employees. MKMV operating income was $16.6 milfon2006 compared with $3.3 million in 2005. Cumgriranslation did not have a
significant year-to-year impact on MKMV results.

Year Ended December 31, 2005 Compared With Year Emrdl December 31, 2004
Total Company Results

Moody'’s revenue for 2005 was $1,731.6 million, acréase of $293.3 million or 20.4% from $1,438.8iam during 2004. Moody’s
achieved strong revenue growth in several busisest®rs, including global structured finance, fitiahinstitutions and research, internatic
corporate finance and U.S. public finance.

Revenue in the United States was $1,085.4 milliwr2005, an increase of $174.2 million or 19.1%fr$911.2 million in 2004.
Approximately 85% of the U.S. growth was drivendtguctured finance and research, reflecting stissigance across all structured asset
classes and continued demand for core researchigisgod).S. financial institutions, public finanagdacorporate finance contributed to year-
to-year growth as well.

Moody’s international revenue was $646.2 millior2B05, an increase of $119.1 million or 22.6% fi$527.1 million in 2004. International
ratings revenue grew approximately $86 million usrthe prior year, with approximately 77% of thewth related to Europe of which
financial institutions contributed approximatelyl$illion of revenue growth primarily due to incseal issuance and new ratings
relationships. European structured finance, rebeand corporate finance contributed to growth al& Wavorable foreign currency translati
accounted for approximately $7 million of reportetérnational revenue growth.
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Moody'’s operating, selling, general and administeaexpenses of $756.8 million in 2005 were $138illion or 22.5% greater than $617.8
million in 2004. Compensation and benefits contitmbe Moody’s largest expense, accounting for nioae 70% of total expenses in 2005
and 2004. Moody’s average global staffing of apprately 2,700 employees during the year ended DbeeBil, 2005 was approximately
12% higher than during the same prior year pefidis increase includes approximately 100 peopletdike acquisition of Economy.com in
November 2005 and hiring to support business gromahly in the U.S. and European ratings busineSges table below shows Mod's
staffing at year-end 2005 compared with year-er@20

December 31, 2005 December 31, 2004
United States International Total United States International Total
Moody's Investors Servic 1,60( 91¢ 2,51¢ 1,35¢ 761 2,11¢
Moody' s KMV 303 74 377 32¢ 68 397
Total 1,90: 99: 2,89¢ 1,687 82¢ 2,51¢

Operating expenses were $452.9 million in 2005nearease of $77.5 million or 20.6% from $375.4 foillin 2004. The largest contributor
this increase was growth in compensation and bisrefpense of $62.7 million, reflecting compensatiwreases, increased staffing, higher
stock-based compensation expense and $3.2 mibiotihé settlement of certain pension obligationsolly’s global staffing reflected the
acquisition of Economy.com in November 2005 anéhgiprimarily in the U.S. and European ratings hasses to support business growth.
Stock-based compensation expense increased $1ohmear-to-year. As more fully discussed in Nofeand 11 to the consolidated
financial statements, the Company adopted thesédire method provisions of SFAS No. 123 prospebtibeginning on January 1, 2003. 1
yearto-year increase in expense reflects the phasiof €xpense over the current four-year equity pkesting period as annual equity grants
are made, the effects of a higher share price ewvdlue of the 2005 equity grants versus 2004 aalditional expense recorded in the first
quarter of 2005 related to the accelerated expgrafiequity grants for employees at or near retgeneligibility. Outside service fees
increased by approximately $7 million of which appmately $6 million relates to information techagy investment spending.

Selling, general and administrative expenses wed3$ million in 2005, an increase of $61.5 milli@n25.4% from $242.4 million in 2004.
Year-to-year expense increases included growtlinpensation and benefits of $29.4 million, reflegtcompensation increases, increased
staffing in finance and technology support funcsi@md $8.3 million related to stock-based compémsais discussed above. Additionally, as
a result of a tax audit by Japanese taxing autesiihat was completed in the second quarter 05 28%penses for 2005 included a charge of
$9.4 million for the settlement of sales tax matteated to Moody’s operations in Japan from 20@6ugh June 30, 2005. Outside service
fees increased by approximately $6 million of whégiproximately $3 million relates to informatiorcheology investment spending and
about $2 million relates to legal fees.

Operating income of $939.6 million in 2005 rose &P5million, or 19.5% from $786.4 million in 200Bavorable foreign currency translati
contributed approximately $6 million to operatimgome growth. Moody operating margin for 2005 was 54.3% compared!té% in 2004

Moody's reported $4.9 million of interest and otimen-operating expense, net in 2005 compared vlithl$million in 2004. Interest expense
was $21.0 million in 2005 and $23.0 million in 2004e amounts included $20.9 million and $22.8iomillof interest expense on Moody’s
$300 million of notes payable for 2005 and 2004pestively. Interest income was $26.0 million i3@ompared to $6.8 million in 2004.
The increase was due to a higher average investoadarice as well as an increase in the weightehgeeyield. Foreign exchange
(losses)/gains were ($8.2) million and $1.9 milliorR005 and 2004, respectively. The year-over-gbange was primarily due to the
appreciation of the U.S. dollar versus the Briislund and the euro.

Moody's effective tax rate was 40.0% in 2005 comepan 44.9% in 2004. The effective tax rates ineth#8.8 million in credits and $30.0
million in charges due to changes in reserves B052ihd 2004, respectively, related to legacy inctarexposures that were assumed by
Moody'’s in connection with its separation from @&B in October 2000 (see “Contingencies — Legacy Watters”, below). Additionally,
Moody’s recognized a tax benefit of $3.6 millionZ@05 related to the repatriation of foreign eageinnder the American Jobs Creation Act
of 2004.

Net income was $560.8 million in 2005, an increafs$135.7 million or 31.9% from $425.1 million i®@4. Basic and diluted earnings |
share for 2005 were $1.88 and $1.84, respectieelypared to basic and diluted earnings per shagé.dB and $1.40, respectively, for 2004.
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Segment Results
Moody'’s Investors Service

Revenue at Moody’s Investors Service for 2005 wig6CB.3 million, up $282.8 million or 21.5% from,$17.5 million in 2004. Ratings
revenue accounted for $241.2 million of growth vagproximately 80% of that growth coming from glbs@uctured finance and European
financial institutions. Good growth was achievedinumber of other ratings sectors as well assearch. Foreign currency translation
accounted for approximately $7 million of reportegtenue growth. Price increases also contributgeao-to-year growth in reported
revenue.

Structured finance revenue was $715.4 million 802, an increase of $162.3 million or 29.3% fron83%3 million in 2004. Approximately
$129 million of the increase was in the U.S., vith residential mortgage, collateralized debt adroercial mortgage sectors, contributing
approximately 88% of this amount. Attractive moggaroducts, such as low-adjustable-rate mortgagesell as rising home prices and
continued strength in the new housing market wesedtivers in providing assets for residential rgage securitizations. Demand for
collateralized debt obligations increased as anlasypply of collateralized loan obligations andtcflow resecuritizations drove issuance
higher. Global commercial mortgage-backed revena® approximately $119 million, about 47% more thear year, as record issuance
drove revenue growth during the year. Internati@traictured finance revenue grew approximately 8Bon year-to-year, with Europe
contributing about $23 million.

Corporate finance revenue was $323.2 million fd@20p $23.6 million or 7.9% from $299.6 million2004. Revenue increased modestly in
the U.S., as declines in high yield revenue largdiget higher revenue from bank loan ratings duisduance related growth, an increase in
first time rated issuers and price increases reliatgart to Moody’s Enhanced Analysis Initiativ4igh yield bond issuance declined
approximately 31% as many issuers shifted to therfeged loan markets for financing needs. Conwergelestment grade corporate debt
issuance increased about 5% compared to 2004 nasraus large deals came to market in the trangporte&nergy and technology sectors.
International corporate finance revenue increagpdoximately $18 million or about 19% due to newngs mandates in Europe and Asia
increased investment grade corporate bond issuBmice. increases also contributed to year-to-yeanth in global corporate finance
revenue.

Revenue in the financial institutions and sovereigk group was $254.6 million for 2005, an inceea$ $45.7 million or 21.9% from $208.9
million in 2004. In the U.S., revenue grew approately $11 million, principally due to strength Bsuance volume in insurance and a nui
of new rating assignments in the insurance, finamzksecurities sectors. Internationally, revemesvgapproximately $35 million compared
to the prior year period, primarily due to incredgEsuance and new ratings mandates in EuropepEandssuance was particularly strong in
the banking and insurance sectors. Price increaspart, related to Moody’s Enhanced Analysisi#ttive, which also contributed to year-to-
year growth in global financial institutions reven

Public finance revenue was $91.8 million for 2088 increase of $9.6 million or 11.7% from $82.2liwnil for the same period in 2004. Dol
issuance in the municipal bond market was approtein&409 billion or about 14% more than the sameagal in 2004, as issuers took
advantage of low longer-term interest rates antomaspreads between long and short-term rateshafbimred advance refinancings.
Refinancings represented approximately 45% of gaéhr issuance in 2005 as compared to approxign@&9 during 2004.

Research revenue of $215.3 million for 2005 was&4illion or 23.9% higher than the $173.7 milliported in 2004. Revenue grew by
approximately $19 million in the U.S. and about $2iflion internationally with Europe accounting fapproximately 76% of international
growth. Research and analytics services accountezbproximately $26 million of global revenue gtbvprimarily from credit research on
corporate and financial institutions and the stitexd finance related business. Revenue growth fhenticensing of Moody’s information to
institutional customers for internal use and reitistion was approximately $48 million, an increa$@bout $13 million, or approximately
37% from the prior year. Research revenue incltigiesesults of Economy.com from November 17, 2008 acquisition date. Foreign
currency translation also contributed about $4iarilto growth in international research revenue.

Moody'’s Investors Service operating, selling, gahand administrative expenses, including corpogafenses, were $645.4 million in 2005,
an increase of $127.4 million or 24.6% from $51®i0ion in 2004. The largest contributor to thicrease was growth in compensation and
benefits of $86.8 million reflecting compensatiosreases, increased staffing primarily in the @&l European ratings businesses, higher
stock-based compensation expense of $25.7 milloh$3.2 million for the settlement of certain pemsobligations. As a result of a tax audit
by Japanese taxing authorities that was completéuki second quarter of 2005, expenses for 2008ded a charge of $9.4 million for the
settlement of sales tax matters related to Moodg&rations in Japan from 2000 through June 30,.200&ide service fees increased by
approximately $13 million of which approximately 88llion relates to information technology invesimepending and about $2 million
relates to legal fees. Foreign currency translatmmtributed approximately $1 million to year-toayerowth in reported expenses.
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Moody’s Investors Service operating income of $838illion in 2005 was up $154.1 million or 19.7%ifn $782.2 million in 2004. Foreign
currency translation contributed approximately $iiom to the year-to-year growth in operating imce.

Moody’'s KMV

Moody’s KMV revenue of $131.3 million for 2005 w&&0.5 million or 8.7% more than the same periodd64. MKMV’s revenue growth
reflected increasing demand from risk products @edit decisioning software and software relatassatting. Growth in subscriptions
revenue related to credit risk assessment produetg approximately $6 million or about 6% compategrior year, but was adversely
affected by higher cancellation rates, due in fmaltank consolidations. In 2005, international reweaccounted for approximately 56% of
global revenue.

MKMV'’s operating, selling, general and administvatiexpenses were $111.4 million for 2005, an irszes $11.6 million or 11.6% from
$99.8 million for 2004. This increase included $tillion related to stock-based compensation, asufised above. The 2005 expense also
included approximately $7 million related to sevem® costs, the write-off of capitalized softwareelepment and a liability for unpaid
overtime due to certain employees. MKMV operatingoime was $3.3 million for 2005 compared with $#iftion for 2004. Currency
translation did not have a significant year-to-yieapact on MKMV results.

Market Risk

Moody’s maintains operations in 21 countries owshie United States. Approximately 29% of the Comyfmrevenue was billed in
currencies other than the U.S. dollar in 2006, gpally the British pound and the euro. Approxinhate6% of the Company’s expenses were
incurred in currencies other than the U.S. dolta2@06, principally the British pound and the euxs.such, the Company is exposed to
market risk from changes in foreign exchange rates.

As of December 31, 2006, approximately 30% of Mos@dgsets were located outside the U.S. Of Moodgtgegate cash and cash
equivalents of $408.1 million at December 31, 2Qgfroximately $232 million was located outside ltheted States (with $121 million in

the U.K.), making the Company susceptible to flatitans in foreign exchange rates. AdditionallyMiody’s aggregate short-term
investments of $75.4 million, approximately $14lmail were located outside the United States. Thecef of changes in the value of foreign
currencies relative to the U.S. dollar on assetkliabilities of non-U.S. operations with non-Uf8nctional currencies are charged or credited
to the cumulative translation adjustment in shalddrs’ equity.

Moody’s cash equivalents consist of investmentsigh quality investment grade securities within autside the United States. The
Company manages its credit risk exposure by aliogats cash equivalents among various money marketial funds and issuers of high-
grade commercial paper. Short-term investmentsasiiynconsist of high quality investment grade &uttate securities within the United
States. The Company manages its credit risk expasucash equivalents and shigrm investments by limiting the amount it can isiveith
any single issuer.

The Company continues to assess the need to atadraedging transactions to limit its risk dueltecfuations in exchange rates. In 2006, the
Company entered into two insignificant hedging s@stions using purchased put options designatedsisflow hedges to protect against
foreign currency exchange rate risks from forechbiings denominated in euros. Under the Compseyrrent foreign exchange hedging
program, the Company hedges currency risk excllysfee the purpose of reducing volatility in the @pany’s cash flows. Such hedging
activities may be ineffective or may not offset mthan a portion of the adverse financial impastiteng from currency variations. Gains or
losses associated with hedging activities also imgact revenue. The Company continues to assesge#teto enter into future hedging
transactions and the Company does not have anyiaiaterivative financial instruments outstandirggad December 31, 2006.

Liquidity and Capital Resources
Cash Flow

The Company is currently financing its operatiazapital expenditures and share repurchases threagihflow from operations. Net cash
provided by operating activities was $752.5 milli§707.9 million and $526.2 million for the yeargled December 31, 2006, 2005 and 2

Moody’s net cash provided by operating activitie2006 increased by $44.6 million compared with®2@Browth in net income contributed
$193.1 million to cash provided by operating atiéés. The 2006 cash flows include a decrease
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relating to excess tax benefits from stock-basedpamsation plans of $103.2 million that are novesiféed as a cash flow from financing
activities as required under SFAS No. 123R. Podhe adoption of SFAS No. 123R in the first quaotie2006, excess tax benefits relating to
stock-based compensation was presented in the latated statements of cash flows as an operatisly ftaw, along with other tax cash
flows. The operating cash flow includes a decred$160.6 million from the gain on sale of the Camp's headquarters building. The cash
proceeds are reported as an investing activithérstatement of cash flows. The change in accaang&vable is attributable to increases in
revenue offset by improved collection. Additionalioody’s deposited approximately $40 million witte IRS in the first quarter of 2006
relating to Amortization Expense Deductions, asused in Note 16 to the consolidated financidéstants. This deposit was recorded in
other assets. Tax payments increased by $53 mitli@006 versus 2005 offset by increases in inctares payable due to growth in pre-tax
net income. An increase in deferred revenue ineckaash flow from operations by $28 million whishdue to increased volume in annual
and initial fees in both the ratings and researdirtesses.

Moody’s net cash provided by operating activitie2005 increased by $181.7 million compared witb2@ontributing to this growth was
the increase in net income of $135.7 million, highen-cash stock-based compensation expense d $#llfion and higher tax benefits from
exercise of stock options of $14.3 million. Imprdwepllection of accounts receivable also benefitesh flow from operations by
approximately $40 million. In addition, timing otigrterly federal, state and international inconxepi@yments and growth in the tax provis
for 2005 compared with 2004 contributed $56.7 willto year-to-year growth in cash provided by ofiegeactivities. Partially offsetting
these benefits were the payment of $46.8 millidateel to the settlement of legacy tax matters dbasea $38.8 million reduction in year-
over-year non-cash legacy income tax expense saastied below in “Contingencies — Legacy Tax Maiter

Net cash provided by (used in) investing activitiess $116.1 million, ($150.4) million and ($31.3jllian for the years ended December
2006, 2005 and 2004, respectively. Capital expareht primarily for property and equipment andrimé use software, totaled $31.1 million,
$31.3 million and $21.3 million in 2006, 2005 araD3, respectively. Net maturities (investmentaharketable securities totaled $22.5
million, ($88.9) million and ($6.5) million in 2002005 and 2004, respectively. The 2006 spendinacguisitions was $39.2 million, which
related primarily to the purchase of a 49% shar@hima Cheng Xin International Credit Rating Cad land the acquisition of Wall Street
Analytics, Inc., net of cash acquired. The 2005hsjpey on acquisitions primarily related to the asdion of Economy.com, net of cash
acquired, and a contingent payment made in thenskegoarter of 2005 related to Korea Investors $ervihe 2004 amount primarily related
to investments in rating agencies in Russia, Kdeggpt and India. The net proceeds received fraastie of the Company’s headquarters
building at 99 Church Street, New York, New Yorktlire fourth quarter of 2006 were $163.9 million.

Net cash used in financing activities was $965.lani $666.5 million and $162.3 million for the e ended December 31, 2006, 2005
2004, respectively. Spending for share repurchiadeled $1,093.6 million in 2006, $691.7 million2005 and $221.3 million in 2004.
Dividends paid were $79.5 million, $60.3 millionda$44.7 million in 2006, 2005 and 2004, respecyiv&he increase in dividends reflects a
quarterly dividend paid of $0.07 per share in 20050375 in the first quarter and $0.055 in thesegient quarters per share in 2005 versus :
quarterly dividend of $0.0375 per share in 2004sehamounts were offset in part by proceeds fraenceses of stock options of $105.3
million in 2006, $89.1 million in 2005 and $105.0@lion in 2004. The 2006 amount also includes $2Q8illion of excess tax benefits from
stock-based compensation plans that are now dgkssi$ a cash flow from financing activities un8&AS No. 123R

Future Cash Requirements

Moody'’s currently expects to fund expenditures frioternally generated funds. The Company beliekiasit has the financial resources
needed to meet its cash requirements for the metté months and expects to have positive operatist flow for fiscal year 2007. Cash
requirements for periods beyond the next twelve ttrowill depend, among other things, on the Comjzapnofitability and its ability to
manage working capital requirements.

The Company currently intends to use a portiorisofash flow to pay dividends. On December 12, 2686Board of Directors of the
Company approved the declaration of a quarterliddivd of $0.08 per share of Moody’s common stoelyable on March 10, 2007 to
shareholders of record at the close of businegsbruary 20, 2007. The continued payment of divideat this rate, or at all, is subject to the
discretion of the Board of Directors.

The Company also currently expects to use a saamfiportion of its cash flow to continue its shampurchase program. The Company
implemented a systematic share repurchase progréme ithird quarter of 2005 through an SEC Rule51Diprogram. Moody’s may also
purchase opportunistically when conditions warr@rt.June 5, 2006, the Board of Directors author&&@ billion share repurchase program.
There is no established expiration date for thtba@nization. During
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August 2006, the Company had completed its prevddusillion share repurchase program, which haahlzeghorized by the Board of
Directors in October 2005. The Company’s interibiseturn capital to shareholders in a way thategMoody’s long-term interests. As a
result, Moody'’s share repurchase activity will doaée to vary from quarter to quarter.

The Company entered into an operating lease agradthe “Lease”) commencing on October 20, 200& witVorld Trade Center, LLC for
589,945 square feet of an office building located ®World Trade Center at 250 Greenwich Street, Newk, New York, which will serve as
Moody’s new headquarters. The Lease has an itétiad of approximately 21 years with a total of 2@&s of renewal options. The total base
rent of the lease over its initial 21-year termapgproximately $536 million including rent creditsiin the World Trade Center Rent Reduction
Program promulgated by the Empire State Develop@ernporation. The Company will incur approximat8lL0 million of costs in 2007 to
fit out the new headquarters. The costs will bel @i using the proceeds from the sale of the Cawylsecurrent corporate headquarters
building.

In addition, the Company will from time to time &ider cash outlays for acquisitions of or investtaém complementary businesses,
products, services and technologies. The Companyatsa be required to make future cash outlaystotp New D&B its share of potential
liabilities related to the legacy tax and legaltomgencies that are discussed in this Managem®&igsussion and Analysis of Financial
Condition and Results of Operations under “Contimages”. These potential cash outlays could be rizt@nd might affect liquidity
requirements, and they could cause the Companyrsup additional financing. There can be no asser#imt financing to meet cash
requirements will be available in amounts or om®acceptable to the Company, if at all.

Indebtednes:

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold thepgkate placement transaction,
$300 million aggregate principal amount of its 88r2005-1 Senior Unsecured Notes (“Notes”). Theeblbave a ten-year term and bear
interest at an annual rate of 4.98%, payable semiraly on March 30 and September 30. The prociedsthe sale of the Notes were used
to refinance $300 million aggregate principal antafrthe Company’s outstanding 7.61% Senior Not@édNotes”) which matured on
September 30, 2005. In the event that Moody’s jgélysr part of the Notes in advance of their mayufihe “Prepaid Principal”), such
prepayment will be subject to a penalty calculdtased on the excess, if any, of the discountecevaithe remaining scheduled payments, as
defined in the agreement, over the Prepaid Prihcipa

On September 1, 2004, Moody’s entered into a fiearysenior, unsecured bank revolving credit facftite “Facility”) in an aggregate
principal amount of $160 million that expires inp&Ember 2009. This Facility replaced the $80 millfive-year facility that was scheduled to
expire in September 2005 and the $80 million 36#{daility that expired in September 2004. Interstborrowings under the Facility is
payable at rates that are based on the LondorBiamérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésdrto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. A¢ddeber 31, 2006, such premium was 17 basis pdihessCompany also pays quarterly
facility fees, regardless of borrowing activity @mdhe Facility. The quarterly fees can range fBbasis points of the Facility amount to 15
basis points, depending on the Company’s Earnimy®fage Ratio, and were 8 basis points at DeceB8he&2006. Under the Facility, the
Company also pays a utilization fee of 12.5 basiatp on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility.

Management may consider pursuing additional lomg-financing when it is appropriate in light of bagquirements for share repurchase
and other strategic opportunities, which would heisthigher financing costs.

The Notes and the Facility (the “Agreements”) camtabvenants that, among other things, restricttbiéty of the Company and certain of its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset sed@sactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an Inte@Gesterage Ratio, as defined in the agreement, lese than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the agreement, of not rii@e 4 to 1 at the end of any fiscal
guarter. At December 31, 2006, the Company wasmmptiance with such covenants. Upon the occurrefcertain financial or economic
events, significant corporate events or certaiotlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and fiegable thereunder) may be declared immediatedyatha payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmeould automatically result in
amounts outstanding becoming immediately due agdtpa and all commitments being terminated.

In October 2006, Moody’s amended its Facility bgreasing the limit on sale proceeds resulting feosale-leaseback transaction of its
corporate headquarters building at 99 Church Sfreet $150 million to $250 million. Additionallyhe
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restriction on liens to secure indebtedness relmt¢he sale of 99 Church Street was also increfieet$150 million to $250 million. The
Company also increased the expansion feature afréubt facility from $80 million to $340 milliorsubject to obtaining commitments for the
incremental capacity at the time of draw down fithie existing lenders. This increase gives the Compatential borrowing capacity under
the Facility of $500 million.

Off-Balance Sheet Arrangements

At December 31, 2006 and 2005, Moagldid not have any relationships with unconsolidagetities or financial partnerships, such as ies
often referred to as special purpose or varialibr@st entities where Moody'’s is the primary betiafy, which would have been established
for the purpose of facilitating off-balance shemhagements or other contractually narrow or lichipeirposes. As such, Moody'’s is not
exposed to any financing, liquidity, market or dteisk that could arise if it had engaged in svelationships.

Contractual Obligations
The following table presents payments due undeCtirapany’s contractual obligations as of Decemlig2B06.

Payments Due by Period

Less Than:
(in millions) Total Year 1-3 Years 3-5 Years Over 5 Years
Notes payable (1 $ 4307 $ 14¢ $ 29¢ $ 29¢ $ 356.(
Capital lease obligatior 1.C 0.t 0.5 — —
Operating lease obligations ( 639.t 34.k 80.4 62.2 462.¢
Purchase obligations (. 30.4 23.6 6.7 0.1 —
Total (4) $1,101.¢ $ 73t $117.F $ 92.2 $ 818.

(1) Includes $3.7 million of accrued interest abetember 31, 2006 and $127.0 million of interhat will accrue and be due from
January 1, 2007 through September 30, 2015, wheendtes mature

(2) Includes the new operating lease agreementhadommenced on October 20, 2006, between the Qongral 7 World Trade Center,
LLC for 589,945 square-feet located at 7 World Er&gnter at 250 Greenwich Street, New York, NewkYwatich will serve as
Moody's new corporate headquarters in -to late-2007. Se¢“ Future Cash Requireme” for further information

(3) Purchase obligations include contracts forgsefonal services, data processing services, talecmication services and data back-up
facilities.

(4) Inearly 2007, the Company entered into comtr@mbligations of approximately $110 million ridel to the buildout of its new
corporate headquarters at 7 World Trade Centeisd hmounts are not included in the table ab

2007 Outlook

Moody’s outlook for 2007 is based on assumptiorsiaimany macroeconomic and capital market factoctyding interest rates, corporate
profitability and business investment spending,gaeand acquisition activity, consumer spendingidential mortgage borrowing and
refinancing activity, securitization levels and itapmarkets issuance. There is an important degfe@certainty surrounding these
assumptions and, if actual conditions differ frdrage assumptions, Moody’s results for the year difégr from the current outlook.

For Moody'’s overall, the Company projects low dastigit percent revenue growth for the full yea®20This growth assumes foreign
currency translation in 2007 at current exchang¢gsravhich would result in no material full yeamatt from currency translation. Excluding
the gain on sale of the 99 Church Street buildvigpdy’s expects the operating margin to declin@pgroximately 150 basis points in 2007,
due to investments the Company is continuing toartaksustain business growth, including interna@i@xpansion, improving analytical
processes, pursuing ratings transparency and canggliinitiatives, introducing new products, impravtechnology infrastructure and
relocating Moody’s headquarters in New York Citylufied earnings per share in 2007 are projectdmbtmodestly lower compared to 2006
as a result of the after-tax gain of $94.1 millmmthe sale of the 99 Church Street headquartédiriin the fourth quarter of 2006.

In the U.S., the Company projects low double-digitcent revenue growth for the Moosdyhvestors Service ratings and research busioe
the full year 2007. In the U.S. structured finabosiness, Moody’s expects revenue for the yedséo r
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in the high-single to double-digit percent rangeuding strong double-digit year-over-year peragotvth in revenue from credit derivatives
and commercial mortgage-backed securities ratpagsially offset by an expected decline in revefroen residential mortgage-backed
securities ratings, including home equity secuattan.

In the U.S. corporate finance business, Moody’seigprevenue growth in the low double-digit peraange for the year, including good
growth from rated bonds, bank loans and new pradddte Company anticipates a stronger first haffaff7 followed by a weaker second
half in this sector, due in part to an expected enation in the pace of leveraged buyout transastion

In the U.S. financial institutions sector, the C@myp projects revenue in 2007 to grow in the lowngegercent range for the year. For the U.S.
public finance sector, Moody’s expects revenue2fii7 to grow modestly. The Company forecasts gramthe U.S. research business to be
about 20%.

Outside the U.S., Moody’s expects ratings reveougréw in the high-teens percent range with midhigh-teens percent growth in all major
business lines, led by corporate finance revenoetlyrin Europe and Asia, financial institutions gth in Europe and growth in international
structured finance. The Company also projects atveenty percent growth in international researctersie.

For Moody’s KMV globally, the Company expects grbvit sales and revenue from credit risk assessaudasicription products, credit
decision processing software and professional sesviThis should result in low double-digit percgrwth in revenue with greater growth in
profitability.

Recently Issued Accounting Pronouncements

In July 2006, the Financial Accounting Standardamfq“FASB”) issued FASB Interpretation No. 48, ‘@aunting for Uncertainty in Income
Taxes—an Interpretation of FASB Statement No. 10BN No. 48"), which clarifies the accounting fancertainty in income taxes
recognized in a company'’s financial statementsgoedance with SFAS No. 109, “Accounting for Incofrexes”. FIN No. 48 prescribes a
recognition threshold and measurement attributéhf@financial statement recognition and measuréwiem tax position taken or expected to
be taken in a tax return and provides guidancesoagnition and derecognition of tax benefits réisglfrom a subsequent change of
judgment, classification of liabilities, interestdapenalties, accounting in interim periods andldsuire. In accordance with FIN No. 4¢
company is required to first determine whethes iniore-likely-than-not (defined as a likelihoodnabre than fifty percent) that a tax position
will be sustained based on its technical meritsfake reporting date. In making this assessmeobngpany must assume that the taxing
authority will examine the position and have fulldwledge of all relevant information. A tax positithat meets this more-likely-than-not
threshold is then measured and recognized at thestiamount of benefit that is greater than figycent likely to be realized upon ultimate
settlement with a taxing authority, without considg time values. FIN No. 48 is effective for fisg@ars beginning after December 15, 2006
and accordingly, is required to be adopted by tbe@any on January 1, 2007. Upon adoption of FIN48on January 1, 2007, the
Company expects a reduction of retained earningetfeen $40 million and $45 million with no impéetthe statement of operations and
cash flows. This is based on a preliminary assessar@ could change based on final analysis whitltbes completed by the end of the first
quarter of 2007. After the initial adoption of FNb. 48, the financial impacts to the statementpsrations and cash flows is dependent upon
the ultimate resolution of legacy tax matters atibptax matters with the taxing authorities. Thmrpany is unable to predict the final
resolution of these matters. See Note 16, “Contings” for further discussion of legacy tax matters

In September 2006, the FASB issued SFAS No. 1540y Walue Measurements” (“SFAS No. 157"), whichadgishes a single authoritative
definition of fair value whereby fair value is bdsen an exit price that would result from markettiggpants’ behavior, as well as sets out a
framework for measuring fair value and requiresitiattal disclosures about fair-value measuremesfEAS No. 157 is expected to increase
the consistency of fair value measurements andesgpphly to those measurements that are alreadyregbor permitted by other accounting
standards except for measurements of share-bagatepts and measurements that are similar to, dubtemded to be, fair value. SFAS

No. 157 imposes no requirements for additiona-value measures in financial statements and istffefor fair-value measures already
required or permitted by other standards for fin@rstatements issued for fiscal years beginniter dlovember 15, 2007 and will be adopted
by the Company as of January 1, 2008. The Commaoyriently assessing the impacts that the adopfitins standard will have on its
consolidated financial position and results of agiens.

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 M@dyoody'’s is also subject to ongoing tax audits
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in the normal course of business. Management piedlhyl assesses the Company’s liabilities and cgeincies in connection with these
matters based upon the latest information availdbteody’s discloses material pending legal procegsli other than routine litigation
incidental to Moody’s business, material proceeslikigown to be contemplated by governmental aufeerénd other pending matters that it
may determine to be appropriate. For those matibese it is both probable that a liability has béeurred and the amount of loss can be
reasonably estimated, the Company has recordaititieebin the consolidated financial statementd geriodically adjusts these as
appropriate. In other instances, because of unoges related to the probable outcome and/or theuat or range of loss, management does
not record a liability but discloses the contingeifcsignificant. As additional information becomaegailable, the Company adjusts its
assessments and estimates of such liabilities diocgy.

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 onolligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencie

Moody’s has exposure to certain potential lialahbtassumed in connection with the 2000 Distribufidrese contingencies are referred to by
Moody'’s as “Legacy Contingencies”. The principabhaey Contingencies presently outstanding relatexanatters.

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 whiouthh various corporate
reorganizations and related contractual commitmératge assumed varying degrees of responsibilitly veispect to such matters.

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

Legacy Tax Matter:

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

Pursuant to a series of agreements, as 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 Internal Revenue Service (“IRS”) rufiran certain tax matters as described in such agrets (excluding the matter described
below as “Amortization Expense Deductions” for whidew D&B and Moody’s are solely responsible) ardain other potential tax
liabilities, also as described in such agreements.

In connection with the 2000 Distribution and pursiut® the terms of the 2000 Distribution Agreemé&tgw D&B and Moodys have, betwet
themselves, agreed to be financially responsibl@fy potential liabilities that may arise to theesmt such potential liabilities are not directly
attributable to their respective business operation

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

Royalty Expense Deductio

This matter related to the IRS’s stated intentmdisallow certain royalty expense deductions ctadrby Old D&B on its tax returns for the
years 1993 through 1996 as well as the’s intention to reallocate to Old D&B income andeRrse items that had been reported in a certain
partnership tax return for 1996. These matters wetibed with the IRS in a closing agreement exaturt the third quarter of 2005 and
accordingly, the Company reduced its reserve figrrtatter by $11.5 million. However, IMS Health adIR disagreed with New D&B'’s
calculation of each party’share of the liability. New D&B may commence &diion proceedings against IMS Health and NMRdlect the
$7.3 million that New D&B and Moody’s each wereighlted to pay to the IRS on their behalf. Basedchupe current understanding of the
positions that New D&B and IMS Health may take, @@mpany believes it is likely that New D&B will gwrail, but Moody’s cannot predict
with certainty the outcome.
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In the second quarter of 2006, Mooslyaid approximately $9 million for the state in@tax liability connected with the terms of the G
2005 settlement with the IRS and reversed the n@ngareserve of $1.5 million.

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 893 and 1994 may be offset by tax
liabilities relating to the above mentioned parsidgp formed in 1993. In the fourth quarter of 2088w D&B filed a protest with the IRS
Appeals Office concerning the IRS’s denial of the tefunds. In the third quarter of 2006, the IR$8als Office rejected New D&B'’s
protest. New D&B is determining whether to filetsforr the refund. Moody’s share is estimated atrapipnately $9 million.

Amortization Expense Deductio

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction entered into in 1997 which resultednrortization expense deductions on the tax retwfri@id D&B since 1997. These
deductions could continue through 2012. In the I¥gxiamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgred by Old D&B on its 1997 and 1998 tax retuiffse IRS also stated its intention to
disallow certain royalty expense deductions claitng®Ild D&B on its 1997 and 1998 tax returns wigspect to the partnership transaction.
In addition, the IRS stated its intention to dismefthe partnership structure and to realloca@ItbD&B certain partnership income and
expense items that had been reported in the pahipeiax returns for 1997 and 1998. New D&B disagreith these positions taken by the
IRS. IRS audits of Old D&B'’s or New D&B'’s tax retns for years subsequent to 1998 have resultegiisinance of similar Examination
Reports for the 1999 through 2002 tax years. Siriil@mination Reports could result for tax yeafsssguent to 2002.

Should any such payments be made by New D&B relateither the April Examination Reports or anyeuiial Examination Reports for
future years, including years subsequent to tharséipn of Moody’s from New D&B, then pursuant betterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&Bstware. In addition, should New D&B discontinudriag the amortization expense
deductions on future tax returns, Moody’s would&guired, pursuant to the terms of the 2000 Distrdm Agreement, to repay to New D&B
an amount equal to the discounted value of itsesbhthe related future tax benefits. New D&B hailthe discounted value of 50% of the
future tax benefits from this transaction in casivibody’s at the Distribution Date. Moody's estimsithat the Comparg/potential exposur
(including penalties and interest, and net of temdfits) could be up to $120 million relating te ttisallowance of amortization expense
deductions and could increase by approximately Biémto $10 million per year, depending on acahat the IRS may take and on whe
New D&B continues claiming the amortization expedesductions on its tax returns. Additionally, thare potential exposures that could
up to $164 million relating to the reallocationtbé partnership income and expense to Old D&B. Maodiso could be obligated for future
interest payments on its share of such liability.

New D&B is currently in discussion with the IRS these issues. On March 3, 2006, New D&B and Mrs each deposited $39.8 million
with the IRS in order to stop the accrual of statyinterest on potential tax deficiencies up t@qual to that amount with respect to the 1997
through 2002 tax years.

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

Utilization of Capital Losses

In December 2004, New D&B executed a formal settieiragreement for all outstanding issues relatédetanatter concerning utilization of
certain capital losses generated by Old D&B dufifg9 and 1990. New D&B received two assessmentlismatter during the first quarter
of 2005. The third and final assessment was redeivépril 2006 of which Moody’s paid $0.3 millioimhe amounts paid by Moody’s for the
first two assessments included its share of appratély $4 million that Moody and New D&B believe should have been paid by Héaltt
and NMR, but were not paid by them due to theiaglisement with various aspects of New D&Balculation of their respective shares ol
payments. New D&B was unable to resolve this dispuith IMS Health and NMR, and has commenced atiitn proceedings against them.
Moody’s believes that New D&B should prevail in ggsition, but the Company cannot predict withaiaty the outcome. In the first quarter
of 2005, Moody’s had increased its liabilities BB million due to this disagreement.

Summary of Moody’s Exposure to Legacy Tax Relatttieks

The Company considers from time to time the rangkmobability of potential outcomes related tdéigacy tax matters and establishes
liabilities that it believes are appropriate inhligof the relevant facts and circumstances. Ingism Moody’s makes estimates and judgments
as to future events and conditions and evaluaessitmates and judgments on an ongoing basis.
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For the years ended December 31, 2006, 2005 ard 260 Company recorded $2.4 million and $8.8 orillnet reversals of reserves and
increased reserves by $30.0 million, respectivEhe Company also has recorded $3.5 million, $5l8amiand $3.4 million of net interest
expense related to its legacy tax matters in tlaesyended December 31, 2006, 2005 and 2004, resgdgcMoody'’s total recorded net lege
tax related liabilities as of December 31, 2006en&93 million and are classified as long term.

It is possible that the legacy tax matters couldds®lved in amounts that are greater than thditiab recorded by the Company, which co
result in additional charges that may be matesidllbody’s future reported results, financial pasitand cash flows. In matters where
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody'’s believes that uléilpdtis unlikely that the IRS would retain suchpdicative payments.

Dividends

During 2006, the Company paid a quarterly dividen80.07 per share in each of the quarters of Msodgmmon stock, resulting in
dividends paid per share of $0.28 during the yBaring 2005, the Company paid a quarterly divide#0.0375 in the first quarter and
$0.055 in each of the three subsequent quartershpee of Moody’s common stock, resulting in dends paid per share of $0.2025 during
the year. During 2004, the Company paid quarteriddnds of $0.0375 per share of Moody’s commorlstesulting in total dividends paid
per share of $0.15.

On December 12, 2006, the Board of Directors ofGhepany approved the declaration of a quartesiddnd of $0.08 per share of Moogy’
common stock, payable on March 10, 2007 to shadeh®lof record at the close of business on Feb2@r2007. The continued payment of
dividends at the rate noted above, or at all, Iigesat to the discretion of the Board of Directors.

Common Stock Information

The Company’s common stock trades on the New Y tokliSExchange under the symbol “MCQO”. The tableobeindicates the high and low
sales price of the Compamsytommon stock and the dividends declared for émmg@s shown. The number of registered sharehotferecorc
at January 31, 2007 was 4,275.

Price Per Share DDividends
eclared
High Low Per Share
2005:
First quartel $44.5: $40.2¢ $ 0.05¢
Second quarte 47.0¢ 39.5¢ 0.05¢
Third quartel 51.8¢ 44.0¢ 0.05¢
Fourth quarte 62.5( 49.2¢ 0.07(
Year ended December 31, 2C $62.5( $39.5¢ $ 0.23¢
2006:
First quartel $71.9¢ $61.0¢ $ 0.07
Second quarte 73.2¢ 49.7 0.07
Third quartel 65.8¢ 49.7¢ 0.07
Fourth quarte 71.7C 60.6( 0.0¢
Year ended December 31, 2C $73.2¢ $49.7¢ $ 0.2¢

Forward-Looking Statements

Certain statements contained in this annual repoform 10-K are forward-looking statements andoaiged on future expectations, plans
and prospects for the Company’s business and apesahat involve a number of risks and uncertamtSuch statements involve estimates,
projections, goals, forecasts, assumptions andrtaicges that could cause actual results or ouesota differ materially from those
contemplated, expressed, projected, anticipatéuglied in the forward-looking statements. Thosgeshents appear at various places
throughout this annual report on Form 10-K, inchgdin the sections entitled “Outlook” and “Contimgées” under Item 7. “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations”, commencing on page 15isfahnual report on Form 10-unde

“Legal Proceedings” in Part |, Item 3, of this Foti®+K, and elsewhere in the context of statememsaining the words “believe”, “expect”,

"o, LI T ” o ” ” o ”u "

“anticipate”, “intend”, “plan”, “will”, “predict”, “potential”, “continue”, “strategy”, “aspire”, “taet”, “forecast”, “project”, “estimate”,
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“should”, “could”, “may” and similar expressions words and variations thereof relating to the Comyfmviews on future events, trends and
contingencies. Stockholders and investors are aaedi not to place undue reliance on these forwa@wllithg statements. The forward-looking
statements and other information are made as afdteeof this annual report on Form 10-K, and tbenfany undertakes no obligation (nor
does it intend) to publicly supplement, updateemige such statements on a going-forward basisthehas a result of subsequent
developments, changed expectations or otherwissbrinection with the “safe harbor” provisions of fArivate Securities Litigation Reform
Act of 1995, the Company is identifying examplegagitors, risks and uncertainties that could cauaseal results to differ, perhaps materic
from those indicated by these forward-looking stegats. Those factors, risks and uncertainties de;lbut are not limited to, changes in the
volume of debt and other securities issued in déimasd/or global capital markets; changes in igerates and other volatility in the
financial markets; market perceptions of the ytifind integrity of independent agency ratings; jmsdoss of market share through
competition; introduction of competing productg@chnologies by other companies; pricing pressiuoss competitors and/or customers; the
potential emergence of government-sponsored aratitilg agencies; proposed U.S., foreign, statd@eal legislation and regulations;
regulations to be adopted to implement the fedegaslation recently adopted to require registratid Nationally Recognized Statistical
Rating Organizations; possible judicial decisiamgarious jurisdictions regarding the status of patkntial liabilities of rating agencies; the
possible loss of key employees to investment ormeruial banks or elsewhere and related compensatistpressures; the outcome of any
review by controlling tax authorities of the Companglobal tax planning initiatives; the outcometbbse tax and legal contingencies that
relate to Old D&B, its predecessors and theiriatild companies for which the Company has assumkitps of the financial responsibility;
the outcome of other legal actions to which the @any, from time to time, may be named as a pantyability of the Company to
successfully integrate acquired businesses; angeiclithe demand for credit risk management toplnancial institutions. These factors,
risks and uncertainties as well as other risksuammbrtainties that could cause Moody’s actual tegaldiffer materially from those
contemplated, expressed, projected, anticipatéuplied in the forward-looking statements are diggat in greater detail under “Risk
Factors” in Part I, Item 1A of this annual repontorm 10-K, elsewhere in this Form 10-K and ineotfilings made by the Company from
time to time with the Securities and Exchange Cassion or in materials incorporated herein or thertockholders and investors are
cautioned that the occurrence of any of these factizks and uncertainties may cause the Compatftal results to differ materially from
those contemplated, expressed, projected, antdpatimplied in the forward-looking statementsjalhcould have a material and adverse
effect on the Company’s business, results of ofmeratand financial condition. New factors may enegirgm time to time, and it is not
possible for the Company to predict new factors,aam the Company assess the potential effectyohaw factors on it.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Information in response to this Item is set forttder the caption “Market Risk” in Part II, Item ¥tbis annual report on Form 10-K.
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management of Moody’s Corporation (“Moody’s” or &lCompany”) is responsible for establishing andntadting adequate internal control
over financial reporting and for the assessmetit@kffectiveness of internal control over finahocgporting. As defined by the Securities ¢
Exchange Commission (“SEC”) in Rules 13a-15(f) abd-15(f) under the Securities Exchange Act of 193#rnal control over financial
reporting is a process designed by, or under thersision of, the Company’s principal executive amithcipal financial officers, or persons
performing similar functions, and effected by then@pany’s Board of Directors, management and othesgnnel, to provide reasonable
assurance regarding the reliability of financigdoging and the preparation of financial statemémt&xternal purposes in accordance with
generally accepted accounting principles.

Moody'’s internal control over financial reportingciudes those policies and procedures that (1xipetid the maintenance of records that, in
reasonable detail, accurately and fairly refleettdansactions and dispositions of assets of thegaay; (2) provide reasonable assurance that
transactions are recorded as necessary to pereparation of financial statements in accordanch geénerally accepted accounting
principles, and that receipts and expenditureb®Qompany are being made only in accordance witioaizations of Moody’s management
and directors; and (3) provide reasonable assuragezding prevention or timely detection of unauthed acquisition, use or disposition of
the Company'’s assets that could have a materidtedih the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

Management of the Company has undertaken an assatssfiihe design and operational effectivenesh®@fCompany’s internal control over
financial reporting as of December 31, 2006 basedriteria established in Internal Control — Integd Framework issued by the Committee
of Sponsoring Organizations of the Treadway Comimis§ COSO”). The COSO framework is based upon fivegrated components of
control: risk assessment, control activities, colnénvironment, information and communications andoing monitoring.

Based on the assessment performed, managemerdri@dsded that Moody’s maintained effective interoahtrol over financial reporting as
of December 31, 2006.

Our management’s assessment of the effectivenghs @ompany’s internal control over financial repay as of December 31, 2006 has
been audited by PricewaterhouseCoopers LLP, apérdient registered public accounting firm, as dtat¢heir report which appears herein.

/S/ RAymonD W. M ¢ D ANIEL , JR.
Raymond W. McDaniel, J
Chairman and Chief Executive Offic

/S/ LINDA S. HUBER
Linda S. Hube
Executive Vice President and Chief Financial Offi

February 27, 200
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Mody’s Corporation:

We have completed integrated audits of Moody’s Gmafion’s consolidated financial statements anitisahternal control over financial
reporting as of December 31, 2006 in accordande thé standards of the Public Company Accountingr€ight Board (United States). Our
opinions, based on our audits, are presented below.

Consolidated financial statements

In our opinion, the accompanying consolidated ba#asheets and the related consolidated statemieopei@tions, shareholders’ equity and
cash flows present fairly, in all material respetite financial position of Moody’s Corporation aitelsubsidiaries at December 31, 2006 and
2005, and the results of their operations and ttash flows for each of the three years in theggeended December 31, 2006 in conformity
with accounting principles generally accepted i thmited States of America. These financial statémare the responsibility of the
Company’s management. Our responsibility is to egpian opinion on these financial statements b@asedr audits. We conducted our
audits of these statements in accordance withtttmelards of the Public Company Accounting Oversiydrd (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit of financial statementstides examining, on a test basis, evidence suppgdt&amounts and disclosures in the
financial statements, assessing the accountingiptés used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

As discussed in Note 2 to the consolidated findrst&ements, the Company has changed the manmdrich it accounts for share-based
payment, as of January 1, 2006, and the mannehichvit accounts for defined benefit pension arfteppost-retirement plans, as of
December 31, 2006.

Internal control over financial reporting

Also, in our opinion, management’s assessmentyded in the accompanying Management’s Report arriat Control Over Financial
Reporting, that the Company maintained effectiterimal control over financial reporting as of Det®m31, 2006 based on criteria
established imnternal Control - Integrated Framewoi&sued by the Committee of Sponsoring Organizatidriee Treadway Commission
(COSO0), is fairly stated, in all material respebti@sed on those criteria. Furthermore, in our opinihe Company maintained, in all material
respects, effective internal control over financegorting as of December 31, 2006, based on ierigstablished itnternal Control -
Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoser
financial reporting and for its assessment of fifirecéiveness of internal control over financial oefing. Our responsibility is to express
opinions on management’s assessment and on tletiedfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control ovegfinial reporting in accordance with the standafdeePublic Company Accounting
Oversight Board (United States). Those standamgisinethat we plan and perform the audit to obtaasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internatimver financial reporting, evaluating managetieeassessment, testing and evaluating
the design and operating effectiveness of intezoatrol, and performing such other procedures asamsider necessary in the circumstan
We believe that our audit provides a reasonablis basour opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(iiyide reasonable assurance regarding preventimely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenGiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadégbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/SI PRICEWATERHOUSECOOPERS LL

PricewaterhouseCoopers LI
New York, New York

February 28, 200
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MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in millions, except per share data)

Year Ended December 31,

2006 2005 2004
Revenue $2,037.. $1,731.¢ $1,438.
Expenses
Operating 539.¢ 452.¢ 375.¢
Selling, general and administrati 359.: 303.¢ 242.¢
Depreciation and amortizatic 39.t 35.2 34.1
Gain on sale of buildin (160.6) — —
Total expense 777.€ 792.( 651.¢
Operating income 1,259.! 939.¢ 786.4
Interest income (expense), | 3.C 5.C (16.2)
Other nor-operating (expense) income, | (2.0) (9.9 1.1
Non-operating income (expense), | 1.C (4.9 (15.7)
Income before provision for income tay 1,260.t 934.7 771.2
Provision for income taxe 506.€ 373.¢ 346.2
Net income $ 753.¢ $ 560.6 $ 425.]
Earnings per share
Basic $ 268 $ 1.8 $ 1.4:
Diluted $ 258 $ 18 $ 1.4cC
Weighted average shares outstandin
Basic 284.% 297.% 297.(
Diluted 291.¢ 305.€ 304.%

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

December 31,

2006 2005
Assets
Current asset:
Cash and cash equivale! $ 408.] $ 486.(
Shor-term investment 75.4 94.t
Accounts receivable, net of allowances of $14.8006 and $12.7 in 20( 475.¢ 421.¢
Other current asse 43.C 49.5
Total current asse 1,001.¢ 1,051.¢
Property and equipment, r 62.C 55.4
Prepaid pension cos — 56.4
Goodwill 176.1 152.1
Intangible assets, n 65.7 70.€
Other asset 192.( 70.7
Total asset $ 1,497 $1,457..
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit $ 339.7 $ 279.¢
Deferred revenu 360.% 299.1
Total current liabilities 700.( 578.¢
Non-current portion of deferred reven 102.1 75.7
Notes payabli 300.( 300.(
Other liabilities 228.2 193.2
Total liabilities 1,330.¢ 1,147.¢
Commitments and contingencies (Notes 15 anc
Shareholder equity:
Preferred stock, par value $.01 per share; 10,0008ares authorized; no shares issued and outsge — —
Series common stock, par value $.01 per sharef@MO0 shares authorized; no shares issued and
outstanding — —
Common stock, par value $.01 per share; 1,000,0008ares authorized; 342,902,272 shares issued
December 31, 2006 and 20 3.4 3.4
Capital surplut 345.7 240.¢
Retained earning 2,091 .« 1,419.:
Treasury stock, at cost; 64,296,812 and 52,604shades of common stock at December 31, 2006 and
2005, respectivel (2,264.) (1,353.9)
Accumulated other comprehensive I (8.4 (0.9
Total shareholde’ equity 167.4 309.¢
Total liabilities and sharehold¢ equity $1,497." $1,457..

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,

2006 2005 2004
Cash flows from operating activities
Net income $ 753.¢ $560.& $425.7
Reconciliation of net income to net cash providgmperating activities
Depreciation and amortizatic 39.t 35.2 34.1
Stocl-based compensation expel 77.1 54.¢ 27.¢
Deferred income taxe (27.2) (20.2) (9.6)
Excess tax benefits from exercise of stock opt (203.9) 70.2 55.€
Gain on sale of buildin (160.€) — —
Other 1.2 2.2 1.€
Changes in assets and liabiliti
Accounts receivabl (42.9 (53.]) (93.0
Other current asse 8.¢ 1.C (11.€
Other assets and prepaid pension c (40.0) (6.7) 23.4
Accounts payable and accrued liabilit 141 (16.0) 42.2
Deferred revenu 80.2 52.2 65.1
Other liabilities 23.7 27.5 (34.8)
Net cash provided by operating activit 752.5 707.¢ 526.2
Cash flows from investing activities
Capital addition: (31.]) (31.9) (21.9)
Purchases of marketable securi (414.0 (324.9) (22.2)
Sales and maturities of marketable secur 436.5 235.5 15.7
Net proceeds from sale of buildii 163.¢ — —
Cash paid for acquisitions and investment in afils, net of cash acquir (39.9) (30.2) (3.5)
Net cash provided by (used in) investing activi 116.] (150.9) (31.39)
Cash flows from financing activities
Repayment of note — (300.0 —
Issuance of note — 300.( —
Net proceeds from stock pla 105.: 89.1 105.(
Excess tax benefits from exercise of stock opt 103.Z — —
Cost of treasury shares repurcha (1,093.¢) (691.79) (221.9)
Payment of dividend (79.5) (60.9) (44.9)
Payments under capital lease obligati (0.6 (1.9 (1.9
Debt issuance costs and related — (2.3 —
Net cash used in financing activiti (965.7) (666.5) (162.9)
Effect of exchange rate changes on cash and casvadnts 18.7 (11.7) 4.4
(Decrease) increase in cash and cash equive (77.9 (120.7) 337.(
Cash and cash equivalents, beginning of the pi 486.( 606.1 269.1
Cash and cash equivalents, end of the pe $ 408.] $ 486.( $ 606.1

The accompanying notes are an integral part of¢insolidated financial statements.
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Balance at December 31, 2003

Net income
Dividends

Proceeds from stock plans, including excess tax

benefits

Stocl-based compensatic

Net treasury stock activity

Currency translation adjustment

Additional minimum pension liability (net of tax
$0.7 million)

Comprehensive incomnr

Balance at December 31, 2004

Net income

Dividends

Proceeds from stock plans, including excess ta
benefits

Stock-based compensation

Net treasury stock activity

Currency translation adjustme

Additional minimum pension liability (net of tax
$1.8 million)

Unrecognized derivative losses on cash flow
hedges (net of tax of $0.5 million)

Comprehensive incomnr

Balance at December 31, 2005

Net income

Dividends

Proceeds from stock plans, including excess ta
benefits

Stock-based compensation

Net treasury stock activity

Currency translation adjustme

Additional minimum pension liability (net of tax
$0.7 million)

Amounts eliminated related to additional minimum

pension liability upon the adoption of SFAS
No. 158 (net of tax of $1.8 million)
Actuarial losses and prior service costs recogni
upon the adoption of SFAS No. 158 (net of
of $16.3 million)
Unrecognized derivative losses on cash flow
hedges

Comprehensive income

Balance at December 31, 2006

MOODY’S CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(amounts in millions)

Accumulated

The accompanying notes are an integral part ofdmsolidated financial statements.
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Other Total
Comprehensive Shareholders’
Capital  Retained Equity Comprehensive
Common Stock Treasury Stock Income (Loss) (Deficit) Income
Shares Amount Surplus Earnings Shares  Amount
342¢ $ 34 $ 747 $ 558.¢ (456 $ (6770 $ 81 $ (32.3)
425.1 425.1 $ 425.1
(44.7) (44.7)
161.1 161.1
27.¢ 27.¢
(121.3) 0.t (100.0) (221.3)
2.€ 2.€ 2.€
1.9 1.9 1.9
$ 426
342¢ $ 34 $ 142 $ 939 (457 $ (777 % 9.7 % 317.t
560.¢ 560.¢ $ 560.¢
(80.9) (80.9)
159.: 159.:
55.C 55.C
(115.%) (7.5) (576.0) (691.7)
(7.9 (7.9) (7.9)
(2.5) (2.5) (2.5)
0.9 0.8) 0.8)
$ 550.2
342.¢ $ 34 $ 240.¢ $1,419.0 (52.6) $(1,353.0) $ 0.9 $ 309.<
753.¢ 753.¢ $ 753.¢
(81.7) (81.7)
209.( 209.(
77.5 77.2
(181.5) 1.9 (911.5) (1,093.0)
11.4 11.4 11.4
1.C 1.C 1.C
2.5 2.E
(22.5) (22.5)
0.1 0.1 0.1
$ 766.4
342.¢ $ 34 $ 3457 $2,091. (64.9) $(2,264.°) $ 8.4 $ 167.¢



MOODY’S CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular dollar and share amounts in millions, excpt per share data)

Note 1 Description of Business and Basis of Presatibn

Moody’s Corporation (“Moody’s” or the “Company”) & provider of (i) credit ratings, research andsia covering fixed-income securities,
other debt instruments and the entities that issieé instruments in the global capital markets, @edit training services and (ii) quantitative
credit risk assessment products and services a&ait processing software for banks, corporatiortsiawestors in credit-sensitive assets.
Moody’s operates in two reportable segments: Masdiyvestors Service and Moody’s KMV (“MKMV"). Moody Investors Service
publishes rating opinions on a broad range of ti@ligors and credit obligations issued in donmeeatid international markets, including
various corporate and governmental obligationsicttired finance securities and commercial papegrpros. It also publishes investor-
oriented credit information, research and econaraiomentary, including in-depth research on maguess, industry studies, special
comments and credit opinion handbooks. The MooKV/®&/ business develops and distributes quantitatheslit risk assessment products
and services and credit processing software fokdyazorporations and investors in credit-sensiisgets.

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 OKIB’s Dun & Bradstreet
operating company (the “D&B Business”). The remagnbusiness of Old D&B consisted solely of the bass of providing ratings and
related research and credit risk management 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”.

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 (the “2000 Distribution
Agreement”), Tax Allocation Agreement, Employee B3 Agreement, Shared Transaction Services Ageagninsurance and Risk
Management Services Agreement, Data Services Agneeamd Transition Services Agreement.

In February 2005, Moody’s Board of Directors degetha two-for-one stock split to be effected asexsp stock distribution of one share of
common stock for each share of the Compsiegmmon stock outstanding, subject to stockhageroval of a charter amendment to incre
the Company'’s authorized common shares from 40lomihares to 1 billion shares. At the Companyrs1dal Meeting on April 26, 2005,
Moody'’s stockholders approved the charter amendment.résudt, stockholders of record as of the closkusiness on May 4, 2005 recei\
one additional share of common stock for each sbfattee Company’s common stock held on that ddite (Btock Split”). Such additional
shares were distributed on May 18, 2005. All pperiod share, per share and equity award informdtave been restated to reflect the Stock
Split.

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 eliminateasimvents in companies for which the Company hasfiignt influence over operating
and financial policies but not a controlling intstrare accounted for on an equity basis. Investrartompanies for which the Company d
not have the ability to exercise significant infige are carried on the cost basis of accounting.

The Company applies the guidelines set forth irmRaial Accounting Standards Board (“FASB”) Intetipt®n No. 46R “Consolidation of
Variable Interest Entities, an Interpretation of B\Ro. 51" (“FIN 46R") in assessing its interestsviariable interest entities to decide whether
to consolidate that entity. The Company has revikthie potential variable interest entities and iheiteed that there are no consolidation
requirements under FIN 46R.

Cash and Cash Equivalents

Cash equivalents principally consist of investmémtsioney market mutual funds and high-grade corrakpaper with maturities of three
months or less when purchased. Interest incomesim and cash equivalents and short-term investmeg$18.2 million, $26.0 million and
$6.8 million for the years ended December 31, 2@005 and 2004, 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 computer equipment and office fureitand fixtures and equipment, and seven to faetyry for buildings and building
improvements. Leasehold improvements are amortzedthe shorter of the term of the lease or thienesed useful life of the improvement.
Expenditures for maintenance and repairs that dextend the economic useful life of the relatesets are charged to expense as incurred.
Gains and losses on disposals of property and emanpare reflected in the consolidated statemdraperations.

Computer Software

Costs for the development of computer softwarehihbe sold, leased or otherwise marketed arétabiged when technological feasibility
has been established in accordance with Stateri€&mancial Accounting Standards (“SFAS”) No. 88,ctounting for the Costs of
Computer Software to Be Sold, Leased, or OtherMatgketed”. These costs primarily relate to the dewment of MKMV credit processing
software and quantitative credit risk assessmettymts to be licensed to customers and generatigisioof professional services provided by
third parties and compensation costs of employessdevelop the software. Amortization expenseaflosuch software for the years ended
December 31, 2006, 2005 and 2004 was $6.0 milg8rQ million and $7.7 million, respectively.

The Company capitalizes costs related to softwaveldped or obtained for internal use in accordavitie Statement of Position 98-1,
“Accounting for the Costs of Computer Software Deped or Obtained for Internal Uselhese assets, included in property and equipm
the consolidated balance sheets, relate to the @aygaccounting, product delivery and other systeBuch costs generally consist of direct
costs of thirdparty license fees, professional services provigethird parties and employee compensation, in eask incurred either duril
the application development stage or in connedtiibh upgrades and enhancements that increase dmadity. Such costs are depreciated
over their estimated useful lives, generally theéve years. Costs incurred during the prelimynairoject stage of development as well as
maintenance costs are expensed as incurred.

Long-Lived Assets, Including Goodwill and Other Acquidntangible Assets

Finite-lived intangible assets and other long-lieesdets are reviewed for recoverability wheneventssor changes in circumstances indicate
that the carrying amount may not be recoverablhdfestimated undiscounted future cash flowsawei than the carrying amount of the
related asset, a loss is recognized for the diffexdetween the carrying amount and the estimategdlue of the asset. Goodwill and
indefinite-lived intangible assets are tested fopairment annually or more frequently if eventgiocumstances indicate the assets may be
impaired. If the estimated fair value is less thiarcarrying amount, a loss is recognized.

Stock-Based Compensation

On January 1, 2006, the Company adopted, undendiified prospective application method, the failue method of accounting for stock-
based compensation under Statement of Financiauating Standards (“SFAS”) No. 123 (Revised 20@hdre-Based Payment” (“SFAS
No. 123F"). Under this pronouncement, companies are requoaecord compensation expense for all sharedyaagment award
transactions granted to employees based on thedlie of the equity instrument at the time of grdinis includes shares issued under
employee stock purchase plans, stock options jeestrstock and stock appreciation rights. PreMigus January 1, 2003, the Company
adopted, on a prospective basis, the fair valuéogedf accounting for stock-based compensation uBBAS No. 123, “Accounting for
Stock-Based Compensation”.

In 2006, the incremental compensation expenseditietadoption of SFAS No. 123R caused operatiognme and income before provision
for income taxes to decrease by $5.8 million, nebime to decrease by $3.5 million and had a $t@258.01 impact on basic and diluted
earnings per share, respectively. In addition,rgddhe adoption of SFAS No. 123R, excess tax fitsrelating to stock-based compensation
was presented in the consolidated statements bfflcags as an operating cash flow, along with otlagrcash flows, in accordance with the
provisions of Emerging Issues Task Force (“EITFY.00-15, “Classification in the Statement of CR&bws of the Income Tax Benefit
Received by a Company upon Exercise of a NongadlEimployee Stock Option” (“EITF 00-15"). SFAS N@3R supersedes EITF 00-15,
amends SFAS No. 95, “Statement of Cash Flows” ragdires tax benefits relating to excess stockdasepensation deductions to be
prospectively presented in the consolidated statésy@ cash flows as a financing cash flow. Asslteof this change in presentation, $103.2
million of excess tax benefits from stock-based pensation was recorded as a cash flow from fingnaativities rather than a cash flow
from operating activities for the year ended Decengi, 2006.
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In November 2005, the FASB issued FASB Staff Posi{fFSP”) No. FAS 123(R)-3, “Transition ElectioreRted to Accounting for Tax
Effects of Share-Based Payment Awards” (“FSP 123RFSP 123R-3 provides for an alternative trapnsitmethod for establishing the
beginning balance of the additional paid-in capi@bl (“APIC pool”) related to the tax effects ahployee share-based compensation, which
is available to absorb tax deficiencies recognmdusequent to the adoption of SFAS No. 123R. Thapgamy has elected to adopt this
alternative transition method in establishing thgibning APIC pool at January 1, 2006.

The consolidated statements of operations includégx compensation expense of $77.1 million, $54 loniand $27.8 million for the yee
ended December 31, 2006, 2005 and 2004, respsgtreddted to stock-based compensation plans. dtaéincome tax benefit recognized in
the income statement for stoblesed compensation plans was $29.7 million, $21ll®mand $11.0 million for the years ended DecemBl,
2006, 2005 and 2004, respectively. There was $@ldmof compensation expense capitalized for bibin years ended December 31, 2006
and 2005 related to stock-based compensation pléuese was no compensation expense related to-bassd compensation plans
capitalized for the year ended December 31, 2084.ekpense for the year ended December 31, 20hElexapproximately $9.1 million
relating to the accelerated expensing of equitytgréor employees who were at or near retiremegitdity as defined in the related
Company stock plans. The 2005 and 2004 expensssstian that which would have been recognizdeifdir value method had been
applied to all awards since the original effectilade of SFAS No. 123 rather than being appliedposvely as of January 1, 2003. Had the
Company determined stock-based compensation expesimggthe fair value method provisions of SFAS 23 since its original effective
date, Moody’s net income and earnings per shar2@b and 2004 would have been reduced to theopnaaef amounts shown below. The pro
forma amounts for the year ended December 31, R@lide the effect of the $9.1 million pre-tax ofpadiscussed above.

2005 2004

Net income;

As reportec $560.6  $425.]

Add: Stocl-based compensation expense included in reportedewhe, net of ta 33.% 16.€

Deduct: Stoc-based compensation expense determined under thefaé method, net of te (38.6) (28.2)
Pro forma net incom $555.5 $413.%
Basic earnings per shal

As reportec $ 1.8¢ $ 1.4z

Pro forma $ 1.87 $ 1.3¢
Diluted earnings per shar

As reportec $18 $14C

Pro forma $ 1.82 $ 1.3€

Derivative Instruments and Hedging Activitie

Based on the Company'’s risk management policy, tiora to time the Company may use derivative fin@rostruments to reduce exposure
to changes in foreign exchange and interest rates Company does not enter into derivative findnogruments for speculative purposes.
The Company accounts for derivative financial imstents and hedging activities in accordance witASRNo. 133, “Accounting for

Derivative Instruments and Certain Hedging Actasti (“SFAS No. 133"), as amended and interpretddclvrequires that all derivative
financial instruments be recorded on the balaneetsht their respective fair values. The changésdarvalue of derivatives that qualify as fair
value hedges are recorded currently into earni@banges in the derivative’s fair value that quadi§/cash flow hedges are recorded as other
comprehensive income or loss, to the extent thgdedeffective, and such amounts are reclassifi@arnings in the same period or periods
during which the hedged transaction affects income.

Employee Benefit Plan

Moody’s maintains various noncontributory definezhbfit pension plans, in which substantially alSUemployees of the Company are
eligible to participate, as well as other contrdywytand noncontributory retirement and post-reteatplans. The expenses, assets, liabilities
and obligations that Moody’s reports for pensiod ather post-retirement benefits are dependentamyrassumptions concerning the
outcome of future events and circumstances. Mooahgpr assumptions vary by plan and the Compamgraetes these assumptions based
on the Company’s long-term actual experience ahdduwutlook as well as consultation with outsidauaries and other advisors where
deemed appropriate. If actual results differ frotid Company’s assumptions, such differences arerddfand amortized over the estimated
future working life of the plan participants. Seet®l 10 for a full description of these plans anelabcounting and funding policies.
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Revenue Recoghnitio

The Company recognizes revenue in accordance wafh Accounting Bulletin No. 104, “Revenue Recodprif'. As such, revenue is
recognized when an arrangement exists, the seriesbeen provided and accepted by the custoses dre determinable and the collec
of resulting receivables is considered probable.

Revenue attributed to initial ratings of issuedusiies is recognized when the rating is issued/dRee attributed to monitoring of issuers or
issued securities is recognized over the periaghiich the monitoring is performed. In most areathefratings business, the Company
charges issuers annual monitoring fees and amsizeh fees ratably over the related one-year ghenicthe case of commercial mortgage-
backed securities, fees that are charged for futumaitoring over the life of the related securité#ge amortized over such lives which range
from five to 46 years as of December 31, 2006.

In areas where the Company does not separatelgeaonitoring fees, the Company defers portiorth@frating fees that it estimates will
attributed to future monitoring activities and rgon@es such fees ratably over the applicable estidn@onitoring period. The portion of the
revenue to be deferred is based upon a numbectiréaincluding the estimated fair market valu¢hef monitoring services charged for
similar securities or issuers. The estimated maonigoperiod is determined based on factors suchebves of the rated securities. Currently,
the estimated monitoring periods range from orternoyears.

Revenue from sales of research products and freditaisk management subscription products is reizegl ratably over the related
subscription period, which is principally one yeRevenue from licenses of credit processing softisarecognized at the time the product is
shipped to customers, or at such other time a€timepany’s obligations are complete. Related sofivmaintenance revenue is recognized
ratably over the annual maintenance period.

Amounts billed or received in advance of providthg related products or services are classifiext@ounts payable and accrued liabilities in
the consolidated financial statements and refleictedvenue when earned. In addition, the constditihalance sheets reflect as current
deferred revenue amounts that are expected tocbgmized within one year of the balance sheet daig,as non-current deferred revenue
amounts that are expected to be recognized oviErdsegreater than one year. The majority of tharmee in non-current deferred revenue
relates to fees for future monitoring of commerciartgage-backed securities.

Accounts Receivable Allowanct

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 allowancgugiments to and writeffs of receivable
are charged against the allowance. Moody’s evalutdestimates on a regular basis and makes adjnst to its revenue provisions and the
accounts receivable allowance as considered apatepr

Operating Expenses

Operating expenses are charged to income as idcUrihese expenses include costs associated wittetrdopment and production of the
Companys products and services and their delivery to ensts. These expenses principally include emplogespensation and benefits a
travel costs that are incurred in connection whsse activities.

Selling, General and Administrative Expens

Selling, general and administrative expenses aaegel 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 currencyeafsitittional currency, assets and
liabilities are translated into U.S. dollars userg of year exchange rates, and revenue and exparestranslated using average exchange
rates for the year. For these operations, currganglation adjustments are accumulated in a sepaomponent of shareholders’ equity.
Transaction gains and losses are reflected in oitveroperating income (expense), net. In 2006t{raasaction gains and losses were
immaterial. Transaction (losses) gains were ($8ifljon and $1.9 million in 2005 and 2004, respeely.
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Comprehensive Income

Comprehensive income represents the change irssetsaof a business enterprise during a periodadimansactions and other events and
circumstances from non-owner sources includingidoreurrency translation impacts, net actuariaséssand net prior service costs related to
pension and other post-retirement plans recordeddéordance with SFAS No. 158, as more fully disedsn Note 10 to the consolidated
financial statements, changes in minimum pensalility and derivative instruments. Accumulated goehensive (loss) income is compri

of currency translation adjustments of $14.8 milland $3.4 million in 2006 and 2005, respectivabt, actuarial losses and net prior service
costs related to the Company’s pension and oth&trnetirement plans of ($22.5) million in 2006, @shal minimum pension liabilities of
($3.5) million in 2005 and derivative instrumenfg$0.7) million and ($0.8) million in 2006 and ZBQespectively. The required disclosures
have been included in the consolidated statemérsisaneholders’ equity.

Income Taxes

The Company accounts for income taxes under thditiamethod in accordance with SFAS No. 109, “Aaating for Income Taxes”.
Therefore, income tax expense is based on repitethe before income taxes, and deferred incomesteeflect the effect of temporary
differences between the amounts of assets anditledbthat are recognized for financial reportpuyposes 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 payablesf,which are short-term in nature and,
accordingly, approximate fair value. Additionaltite Company invests in short-term investmentsahatcarried at fair value. The fair value
of the Company’s notes payable, which have a fietel of interest, is estimated using discountetl flasv analyses based on the prevailing
interest rates available to the Company for bomgiwith similar maturities. The carrying amountted Company’s notes payable was
$300.0 million at December 31, 2006 and 2005. Tésiimated fair value was $299.1 million and $306ilion at December 31, 2006 and
2005, respectively.

Concentration of Credit Risk

Financial instruments that potentially subject @@npany to concentration of credit risk principaiynsist of cash and cash equivalents,
short-term investments and trade receivables.

Cash equivalents consist of investments in higHityuavestment grade securities within and outditge United States. The Company
manages its credit risk exposure by allocatingdish equivalents among various money market méunds and issuers of high-grade
commercial paper. Short-term investments primarilgsist of high-grade auction rate securities withe United States. The Company
manages its credit risk exposure on cash equivsaberd short-term investments by limiting the amauocan invest with any single issuer. No
customer accounted for 10% or more of accountsvalske at December 31, 2006 or 2005.

Earnings Per Share of Common Sto«

In accordance with SFAS No. 128, “Earnings per 8hdrasic earnings per share is calculated bas¢heoweighted 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.

Pension and Other Po-Retirement Benefits

In September 2006, the FASB issued SFAS No. 158plByers’ Accounting for Defined Benefit Pensiordadther Postretirement Plans—
an amendment of FASB Statements No. 87, 88, 1@b138(R)” (“SFAS No. 158"). SFAS No. 158 requirgsemployer to recognize as an
asset or liability in its statement of financialstamn the funded status of its defined benefittgetirement plans and to recognize changes in
that funded status in the year in which the chawgesr through other comprehensive income. The Gomyadopted the provisions of SFAS
No. 158 as of December 31, 2006 and the incremefftadt of adoption was a decrease in other as$&$5.9 million, an increase in oth
liabilities of $18.6 million and a pr&ax increase in accumulated other comprehensiwedb$34.5 million ($20.0 million net of tax). Shete
10, “Pension and Other Post-Retirement Benefitsfdaher information.

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 liakslitie
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the disclosure of contingent assets and liabiliethe date of the financial statements, andepented amounts of revenue and expenses
during the period. Actual results could differ frahose estimates. Estimates are used for, butmibédl to, revenue recognition, accounts
receivable allowances, income taxes, contingeng@sation of investments in affiliates, long-livadd intangible assets and goodwiill,
pension and other post-retirement benefits, stadetl compensation, and depreciation and amortizettes for property and equipment and
computer software.

Reclassifications
Certain reclassifications have been made to tlgr pgar amounts to conform to the current yearegredion.

Recently Issued Accounting Pronouncemel

In July 2006, the FASB issued FASB Interpretatiam K8, “Accounting for Uncertainty in Income Taxean-nterpretation of FASB
Statement No. 109” (“FIN No. 48"), which clarifiéise accounting for uncertainty in income taxes gaized in a company'’s financial
statements in accordance with SFAS No. 109, “Actingrfor Income Taxes”. FIN No. 48 prescribes asogution threshold and
measurement attribute for the financial statemecgnition and measurement of a tax position takexxpected to be taken in a tax return
and provides guidance on recognition and dereciognitf tax benefits resulting from a subsequenngeszof judgment, classification of
liabilities, interest and penalties, accountingniterim periods and disclosure. In accordance With No. 48, a company is required to first
determine whether it is more-likely-than-not (definas a likelihood of more than fifty percent) thatx position will be sustained based on
its technical merits as of the reporting date. bkimg this assessment, a company must assumédéhtebdting authority will examine the
position and have full knowledge of all relevarfbimation. A tax position that meets this more-ykthannot threshold is then measured
recognized at the largest amount of benefit thgtesater than fifty percent likely to be realizgubn ultimate settlement with a taxing
authority, without considering time values. FIN M®.is effective for fiscal years beginning aftexd@mber 15, 2006 and accordingly, is
required to be adopted by the Company on Janu&9Qd. Upon adoption of FIN No. 48 on January D72@he Company expects a
reduction of retained earnings of between $40 anilknd $45 million with no impact to the statemantperations and cash flows. This is
based on a preliminary assessment and could cheasgel on final analysis which will be completedtry end of the first quarter of 2007.
After the initial adoption of FIN No. 48, the finaial impacts to the statement of operations ant flas/s is dependent upon the ultimate
resolution of legacy tax matters and other tax enativith the taxing authorities. The Company ishlm#o predict the final resolution of these
matters. See Note 16, “Contingencies” for furthiecdssion of legacy tax matters.

In September 2006, the FASB issued SFAS No. 154y Walue Measurements” (“SFAS No. 157"), whichadgishes a single authoritative
definition of fair value whereby fair value is bdsen an exit price that would result from markettiggpants’ behavior, as well as sets out a
framework for measuring fair value and requiresitimttal disclosures about fair-value measuremesfEAS No. 157 is expected to increase
the consistency of fair value measurements andegpphly to those measurements that are alreadyregior permitted by other accounting
standards except for measurements of share-bagatepts and measurements that are similar to, dubtemded to be, fair value. SFAS

No. 157 imposes no requirements for additiona-value measures in financial statements and istffefor fair-value measures already
required or permitted by other standards for fin@rgtatements issued for fiscal years beginniter dlovember 15, 2007 and will be adopted
by the Company as of January 1, 2008. The Commaoyriently assessing the impacts that the adopfitinis standard will have on its
consolidated financial position and results of agiens.

Note 3 Reconciliation of Weighted Average Shares @atanding
Below is a reconciliation of basic shares outstagdo diluted shares outstanding:

Year Ended December 31,
2006 2005 2004

Basic 284.2 297.1 297.(C
Dilutive effect of shares issuable under s-based compensation pla 7.7 7.S 7.7
Diluted 291.¢ 305.6 304.7

Options to purchase 2.9 million, 3.1 million an@ &illion common shares at December 31, 2006, 20062004, respectively, were
outstanding but were not included in the computatibdiluted weighted average shares outstandioguse they were antidilutive.

The calculation of diluted earnings per share megucertain assumptions to be made related tosh@fuproceeds that would be received
upon the exercise of stock options. These assumoeggds include the excess tax benefit that woelld b

45



received upon exercise of options outstanding &eaember 31, 2006, 2005 and 2004. Assumed proderdexcess tax benefits are based
on the deferred tax assets recorded with considaraf “as if” deferred tax assets calculated urtterprovisions of SFAS No. 123R.

Note 4 Short-Term Investments

Short-term investments are securities with magsigreater than 90 days at the time of purchasetbavailable for operations in the next
twelve months and primarily represent auction catdificates. The short-term investments are diassas available-fosale and therefore a
carried at fair value. The remaining contractuaturies of the short-term investments were one tmon 39 years and one month to 38 years
as of December 31, 2006 and 2005, respectivelyedlized holding gains and losses on available-dite-securities are included in
accumulated other comprehensive income, net ofGgipé income taxes in the consolidated finandtkesnents. During the year ended
December 31, 2006, there were immaterial realizdsgosses from sales of available-for-sale s&eariDuring the years ended

December 31, 2005 and 2004 there were no realiaied @r losses from sales of available-for-saleistes. As of December 31, 2006 and
2005, there were no unrealized gains or losses &wailable-for-sale securities.

Note 5 Derivative Instruments and Hedging Activities

On August 23, 2005, the Company entered into fadvegarting interest rate swap agreements (“Swapih) a notional amount of $300
million. These cash flow hedges effectively mitieghthe interest rate risk from August 23, 2005&pt&mber 22, 2005, the pricing date of the
Company'’s fixed rate tepear $300 million Senior Unsecured Notes due 28&6 (Note 13). On September 22, 2005, the Compamyniztec

all the Swaps resulting in a payment of $1.3 millignder hedge accounting, this amount was defénrether comprehensive loss and will
be amortized as an adjustment to interest experesetite ten-year life of the Senior Unsecured Nod¢PDecember 31, 2006 and 2005, the
Company had no outstanding Swaps. As of Decemhe2@®X6 and 2005, the Company has included in actatetiother comprehensive loss
an unamortized Swap loss of $1.2 million ($0.7 i) net of tax) and $1.3 million ($0.8 million, tnef tax), respectively, of which $0.1
million will be reclassified to interest expense2id07.

In October 2006, the Company entered into two heglfiansactions using purchased put options t@ptratgainst foreign currency exchange
rate risks from forecasted revenue denominatediiose The aggregate notional amount of the foreignency option contracts outstanding
December 31, 2006 was $7.9 million and the faiueaf these contracts, which was recorded in “otherent assets” in the Company’s
consolidated balance sheets, was less than $diarmiThe amount of unrecognized foreign exchanegge losses recorded in other
comprehensive loss as of December 31, 2006 arahtioeint of the hedges’ ineffectiveness for 2006 ned within revenue in the
consolidated statements of operations were imnaateri
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Note 6 Property and Equipment, Net
Property and equipment, net consisted of:

December 31,

2006 2005
Land, building and building improvemer $ — $ 25.€
Office and computer equipme 63.€ 53.7
Office furniture and fixture 28.¢ 25.4
Interna-use computer softwal 54.¢ 41.4
Leasehold improvemen 30.¢ 44.C
Property and equipment, at c 178.1 190.:
Less: accumulated depreciation and amortize (116.9) (134.9
Property and equipment, r $ 62.C $ 554

The consolidated statements of operations reflegtatiation and amortization expense related talttowe assets of $23.6 million, $20.4
million and $19.5 million for the years ended Debem31, 2006, 2005 and 2004, respectively.

During the fourth quarter of 2006, the Company clatgul the sale of its corporate headquarters Idcatt®9 Church Street, New York, New
York and recorded a gain of $160.6 million.

Note 7 Acquisitions
Wall Street Analytics, Inc.

In December 2006, the Company acquired Wall Stkeetytics, Inc., a developer of structured finamolytical models and monitoring
software. The acquisition has broadened Moody’sisiiies in the analysis and monitoring of comp#tsuctured debt securities while
increasing the firm’s analytical and product depehent staff dedicated to creating new softwarearalytic tools for the structured finance
market. The purchase price was not material andelhe term impact to operations and cash flowsisRrpected to be material.

China Cheng Xin International Credit Rating Co. Ltd

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

Economy.con

In November 2005, the Company acquired Economy.eoleading independent provider of economic re$eanc data services. The
acquisition will deepen Moody’s analytical capatisl to broader areas of economic and demograpbk@arch, expand the range of products
and services offered to institutional customersiat@duce new customers to Moody'’s. It will progiEconomy.com with access to Moody’s
extensive client base, deep product marketing dhdand other resources needed to expand &gbss. The purchase price was not
material and the near term impact to operationscasti flows is not expected to be material.
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Note 8 Goodwill and Other Intangible Assets
The following table summarizes the activity in gaditifor the periods indicated:

Beginning balanc

Additions

Foreign currency translation adjustme
Ending balanc

Intangible assets consisted of:

Year Ended Year Ended
December 31, 2006 December 31, 2005

Moody’s Moody’s Moody’s Moody’s
Investors Service KMV Consolidatec Investors Service KMV Consolidatec
$ 28.C $124.1 $ 152.1 $ 7.€ $124.1 $ 131
23.2 — 23.2 20.2 — 20.2
0.8 — 0.8 0.1 — 0.1
$ 52.C $124.1 $ 176.1 $ 28.C $124.1 $ 1521

Customer lists (11.2 year weighted average

Accumulated amortizatio
Net customer list

MKMYV trade secret (12.0 year weighted average

Accumulated amortizatio
Net trade secre

Other amortizable intangible assets (5.6 year wedjaverage life

Accumulated amortizatio
Net other amortizable intangible ass
Total intangible assets, n

December 31,

2006 2005
$625  $60:
(26.5) (21.2)
35.7 39.
25.E 25.E
2.9 (0.2)
23.2 25.:
15.4 12.¢
(8.6) (6.4)
6.8 6.5
$65.7  $70.€

Amortization expense for the years ended Decembe2®6, 2005 and 2004 was $9.9 million, $6.8 mrilland $6.9 million, respectively. In
December 2005, the Company began amortizing the MKiidde secret over 12 years.

Estimated future annual amortization expense fiamigible assets subject to amortization is asyialo

Year Ending December 31,

2007
2008
2009
2010
2011
Thereaftel
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Note 9 Accounts Payable and Accrued Liabilities
Accounts payable and accrued liabilities consistied

December 31,

2006 2005
Accounts payabl $ 88 $ 6.8
Accrued income taxes (see Note 68.€ 41.¢
Accrued compensation and bene 154.: 138.¢
Accrued interest expen: 3.7 3.7
Advance payment 10.¢ 10.2
Other 93.4 78.2
Total $339.7  $279.¢

Accrued compensation and benefits included accnmzhtive compensation of approximately $104 millad December 31, 2006 and $92
million at December 31, 2005. Funding and relatqubase for Moody’s incentive compensation planspairearily based on year-to-year
growth in operating income and, to a lesser extantiings per share, for Moody’s senior managemedtannual results compared to budget
for the Moody’s Investors Service professionalfsaaid for Moody’s KMV.

Note 10 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 ewefined benefits using a cash balance formaeth on years of service and career
average salary or final average pay for selectedwives. The Company also provides certain healéhand life insurance benefits for reti
U.S. employees. The post-retirement healthcaresgasm contributory with participants’ contributiomdjusted annually; the life insurance
plans are noncontributory. In November 2005, thenany increased its future share of the costs aradrasult remeasured the healthcare
plan as of the date of the plan amendment, thetsftef which were not material to the results oérgpions.

Moody'’s funded and unfunded pension plans, the-msement healthcare plans and the post-retir¢fiferinsurance plans are collectively
referred to herein as the “Post-Retirement PlaB&&ctive at the Distribution Date, Moody’s assuniegponsibility for pension and other
post-retirement benefits relating to its active tayppes. New D&B has assumed responsibility forGloenpany’s retirees and vested
terminated employees as of the Distribution Date.

In September 2006, the FASB issued SFAS No. 158S3%o0. 158 does not change how pensions and otdgrptirement benefits are
accounted for and reported in the income statemantioes it change the components of net periocghefit expense. SFAS No. 158 does,
however, require an employer to recognize as agt asdiability in its statement of financial pasit the overfunded or underfunded status,
which is measured on a plan-by-plan basis as ffereiice between plan assets at fair value antiehefit obligation of a defined benefit
post-retirement plan, and to recognize changdsainftinded status in the year in which the changesr through other comprehensive
income. For a pension plan, the benefit obligaisoe projected benefit obligation. For any othest-retirement benefit plan, such as a
retiree healthcare plan, the benefit obligatiothesaccumulated post-retirement benefit obligatidre Company adopted the provisions of
SFAS No. 158 as of December 31, 2006 and the irem&aheffect of adopting SFAS No. 158 was a deer@asther assets of $15.9 million,
an increase in other liabilities of $18.6 milliondaa pre-tax increase in accumulated other compedeloss of $ 34.5 million ($20.0 million
net of tax).

Following is a summary of net actuarial losses iagidprior service costs recognized in accumulatedracomprehensive income (“AOCIds
of December 31, 2006 that have not yet been rezedrias components of net periodic benefit expense:

Other Post-
Pension Plan Retirement Plans
Net actuarial losses (net of tax benefit of $ T8ilfion for pension plans and $0
million for other pos-retirement plans $ 18.¢ $ 0.4
Net prior service costs (net of tax benefit of $illion for pension plans and
0.3 million for other po-retirement plans 2.8 0.4
Net amount recognized in AO( $ 21.7 $ 0.8
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The amounts recognized in AOCI will subsequentlydmognized as components of net periodic benefiéese over future years pursuant to
the recognition and amortization provisions of S& 87 and No. 106. The Company expects to rezegni2007, as components of net
periodic benefit expense, amortization of net atalitosses of $2.2 million for its pension plamslaamortization of prior service costs of $
million ($0.4 million and $0.2 million for pensigrlans and other post-retirement plans, respeclively

In May 2004, the FASB issued FASB Staff Position RAS 106-2, “Accounting and Disclosure RequireradRe¢lated to the Medicare
Prescription Drug, Improvement and Modernization éfc2003” (the “Act”). The Act provides new govenent subsidies for companies that
provide prescription drug benefits to retireesJamuary 2005, the Centers for Medicare and MediBaidtices published final regulations
implementing major provisions of the Act resultinga $0.8 million reduction to the Company’s accleted other post-retirement benefit
obligation. The adoption of FSP 106-2 and the fieglulations reduced the Company’s net periodit-pgisement expense by $0.2 million
2005.

Following is a summary of changes in benefit olilyas and fair value of plan assets for the Podir&aent Plans for the years ended
December 31, 2006 and 2005,

Other Post-
Pension Plans Retirement Plans

2006 2005 2006 2005
Change in benefit obligation
Benefit obligation, beginning of the peri $(127.9) $(109.) $ (8.8) $ (7.9
Service cos (11.3 (20.7) (0.8 (0.6)
Interest cos (7.0) (6.2 (0.4) (0.9
Plan participan’ contributions — — (0.7 (0.7
Benefits paid* 2.C 7.€ 0.3 0.2
Plan amendmen (0.9 — — (0.€)
Impact of Medicare Part — — — 0.5
Actuarial gain (loss 1.€ (3.6 — —
Assumption change 7.5 (5.2 0.4 (0.5
Benefit obligation, end of the perit $(134.6) $(127.9) $ (9.4 $ (8.9
Change in plan asset
Fair value of plan assets, beginning of the pe $1021 $ 957 $— $—
Actual return on plan asse 15.¢ 7.3 — —
Benefits paid? (2.0 (7.€) (0.3 0.3
Employer contribution: 0.7 6.7 0.2 0.2
Plan participan’ contributions — — 0.1 0.1
Fair value of plan assets, end of the pe $116.6 $1021 $ — $ —
Funded status of the plan $(180 $(252 $(0949 $B8.9
Reconciliation of funded status to total amount rearded on balance sheet
Funded status of the pla $(180 $ (252 $(094 %389
Unrecognized actuarial lo: — 52.4 — 1.1
Unrecognized prior service cc — 4.9 — 0.9
Net amount recognize $(180 $ 321 $(94 $(6.9
Amounts recorded on the consolidated balance she¢
Prepaid pension co $ — $564 $— $—
Net pos-retirement benefit ass 36.C — — —
Pension and pc-retirement benefits liabili-current (1.0) — 0.9 —
Pension and pc-retirement benefits liabili-noncurren (53.0 (35.9 (9.0) (6.9)
Intangible asse — 5.1 — —
Additional minimum pension liabilit — 6.C — —
Net amount recognize $(180 $ 321 $(094 $(6.9
Accumulated benefit obligation, end of the perioc $104.z $ 97.C

* Total benefits paid in 2005 included $6.3 milliohwmp sum cash settlement payme
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The pension plan amendment charge in 2006 relatdetimpact of the Pension Protection Act of 2(16é “PPA 2006”) that required
changes to the Company’s pension plans as wetasdditional participant admitted to the SuppletaleBxecutive Benefit Plan. In August
2006, the PPA 2006 was enacted into law. At thietithe Company does not expect it to have anyfisignt effect on the Companycurren
funding for its U.S. pension plans. The other pesirement plans amendment charge in 2005 relatdwtincrease of the Company’s future
share of healthcare plan costs effective Novembeéb2

SFAS No. 158 requires employers with more thanpmst-retirement benefit plan to aggregate all aveded plans and report one non-
current net asset amount and to aggregate all datliplans and report one net liability amount, sifees] as either current or non-current
based on timing of expected benefit payments. Aatthl minimum pension liability, intangible assetaprepaid pension cost previously
required were no longer reported as of Decembe2@16. During 2005, the Company recorded chargethier comprehensive loss relatec
additional minimum pension liability adjustmentsaiing $4.3 million, ($2.5 million net of tax), neling in accumulated other comprehensive
loss due to minimum pension liability adjustmerit$®.0 million at December 31, 2005 ($3.5 millioet of tax).

Net amounts recognized for the F-retirement Plans for years ended December 31.:

Other Post-
Pension Plans Retirement Plans
2006 2005 2004 2006 2005 2004

Components of net periodic expens

Service cos $11.2 $10.1 $83 $0.8 $0.€ $0.€
Interest cos 7.C 6.2 5.1 0.5 0.4 0.4
Expected return on plan ass (8.5) 8.2 (8.0 — — —
Amortization of net actuarial loss from earlier ipels 3.3 2.€ 1.4 — — —
Amortization of unrecognized prior service cc 04 0.t 0.2 0.2 0.1 0.1
Settlement los — 3.2 — — — —
Net periodic expens $13.4 $144 $7.C $15 $11 $1.1

The settlement loss in 2005 relates to the elecfanlump sum payment of pension benefits toeseitl unfunded pension obligation.
The following information is for those pension plawith an accumulated benefit obligation in excessplan assets

December 31,

2006 2005
Projected benefit obligatic 54.C 53.2
Accumulated benefit obligatic 37.C 34.C
Fair value of plan asse — —

Additional Information:

Assumptions
Weighted-average assumptions used to determindibebkgations at December 31:
Other Post-
Pension Plans Retirement Plans
2006 2005 2006 2005

Discount rate 59(% 5.6(% 5.8(% 5.45%

Rate of compensation incree 400% 4.0(% — —

Cash balance accumulation/conversion 47%% 4.7 % — —
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Weighted-average assumptions used to determingeniedic benefit cost for years ended December 31:

Pension Plans Other Post-Retirement Plans
2006 2005 2004 2006 2005 2004

Discount rate 56(% 59(% 6.28% 5.45% 59(% 6.25%
Expected return on plan ass 8.35% 8.3%% 8.3% — — —
Rate of compensation incree 40(% 4.00% 391% — — —
Cash balance accumulation/conversion 47% 5.0(% 5.0% — — —

For 2006, the Company continued to use an assuatechron assets of approximately 8.35% for Moodiytsled pension plan, which was
determined based on explicit long-term return aggions for each major asset class within the planf@lio. Moody’s works with thirdparty
consultants to determine assumptions for long-tates of return for the asset classes that aredadlin the pension plan investment
portfolio. These return assumptions reflect a Iterga time horizon. They also reflect a combinatidmistorical performance analysis and
forward-looking views of the financial markets inding consideration of inflation, current yields long-term bonds and prigearnings ratio
of the major stock market indices.

Assumed Healthcare Cost Trend Rates at December 31:

2006 2005 2004
Pre-age 6! post-age 6! Pre-age 6! post-age 6! Pre-age 6! post-age 6!
Healthcare cost trend rate assumed for the follgw
year 9.C% 11.% 10.(% 12.(% 11.% 13.(%
Ultimate rate to which the cost trend rate is asim
to decline (ultimate trend rat 5.C% 5.C% 5.C% 5.C% 5.C% 5.C%
Year that the rate reaches the ultimate trend 201z 201z 201z 201z 201z 201z

As the Company subsidies for retiree healthcaremme are capped at the 2005 subsidy level, famggjerity of the post-retirement health
plan participants, retiree contributions are assltodncrease at the same rate as the healthcsirérend rates. As such, a one percentage-
point change in assumed healthcare cost trendwaelsl not have affected total service and intecest and would have increased or
decreased the post-retirement benefit obligatiog million.

Plan Asset:
The assets of the funded pension plan were alld@ateong the following categories at December 3062hd 2005:

Percentage of

Plan Assets
at December 31,
Asset Category 2006 2005
Equity securitie: 77% 75%
Debt securitie! 13% 16%
Real estat _ 1% _ 9%
Total _10C% _10C%

Moody'’s investment objective for the assets infthdled pension plan is to earn total returns thtiminimize future contribution
requirements over the long run within a prudenelef risk. The Company’s current pension plan tabecation targets are for
approximately seventy percent of assets to be faden equity securities, diversified across U181 aon-U.S. stocks of small, medium and
large capitalization, twenty percent in investmgratde bonds and the remainder in real estate f(#suse of derivatives to leverage the
portfolio or otherwise is not permitted. The Compamonitoring of the plan includes ongoing reviesisnvestment performance, annual
liability measurements, periodic asset/liabilitydies and investment portfolio reviews. As of Debem31, 2006, the equity investment has
advanced to represent a percentage higher thtargest allocation due to asset gains and the Coynplans to rebalance the plan assets in
2007 to bring the portfolio back into balance vittle original target asset allocation. Moody’s otRest-Retirement Plans are unfunded and
therefore have no plan assets.
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Cash Flows

The Company made payments of $0.9 million relateitstunfunded pension plan obligations duringytear ended December 31, 2006. The
Company made payments of $6.7 million relatedgaitfunded pension plans during the year endedrbleee31, 2005, primarily related t
lump sum payment of pension benefits. Moody’s maaeontributions to its funded pension plans dutheyyears ended December 31, 2006
and 2005. The Company made payments of $0.2 miltiots other post-retirement plans during bothytears ended December 31, 2006 and
2005. The Company presently anticipates making gsysnof $1.0 million to its unfunded pension plang $0.4 million to its other post-
retirement plans during 2007.

Estimated Future Benefits Payab
Estimated future benefits payments for the Posir&aent Plans are as follows at December 31, 2006:

Other Post-
Year ending December 31, Pension Plan Retirement Plans*
2007 $ 3.C $ 0.4
2008 34 0.€
2009 3.8 0.€
2010 4.€ 0.€
2011 6.2 0.€
Next five years to December 31, 2C 41.2 3.6

* The estimated future benefits payable for thetfRetirement Plans are reflected net of the expeletedicare Part D subsidy for which the
subsidy is insignificant on an annual basis fottedl years presente

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.fomgees may contribute up to 16% of their pay, saibjo the federal limit. Moody’s
contributes an amount equal to 50% of employeeritarions, with Moody’s contribution limited to 3% the employee’s pay. Moody’s
makes additional contributions to the Plan thattesed on year-to-year growth in the Company’siegsrper share. Expense associated with
this plan was $15.5 million, $15.3 million and $15illion in 2006, 2005 and 2004, respectively.

International Plans

Certain of the Company’s international operatiorm/jule pension benefits to their employees in thhenfof defined contribution plans.
Company contributions are primarily determined pgi@entage of employees’ eligible compensatiopeEse related to these plans for the
years ended December 31, 2006, 2005 and 2004 wasriBon, $3.1 million and $3.4 million, respeatly.

In addition, the Company also maintains an unfurdifthed benefit pension plan for its German emgésy which was closed to new entr

in 2002. The pension liability recorded relatedhis plan was $3.2 million, $2.6 million and $2.4limn based on the discount rate of 4.25%,
4.15% and 5.00% at December 31, 2006, 2005 and, 288dectively. The pension liability recorded &®ecember 31, 2006 represents the
unfunded status of this plan and the entire balaraserecognized in the statement of financial pmsias a non-current liability. Expense
related to this plan for the years ended Decembg2@06, 2005 and 2004 was approximately $0.3onill$0.6 million and $0.4 million,
respectively. These amounts are not included intghkes above. The incremental effect of adoptiR§ S No. 158 and the amount of actua
losses recognized in AOCI as of December 31 200@ weth immaterial.

Note 11 Stock-Based Compensation Plans

The fair value of each employee stock option avimesstimated on the date of grant using the Bladhkefs option-pricing model that uses
the assumptions noted below. The expected divigerid is derived from the annual dividend rate loe tlate of grant. The expected stock
volatility is based on implied volatility from trad options as well as historical volatility. Thekdifree interest rate is the rate in effect at the
time of the grant based on U.S. government zerp@otonds with maturities similar to the expectettiimg period. The expected holding
period was determined by examining historical aragjgeted post-vesting exercise behavior activitye Tollowing weighted average
assumptions were used for options granted durifi$ 28005 and 2004

2006 2005 2004
Expected dividend yiel 0.4%% 0.52% 0.4€%
Expected stock volatilit 23% 23% 30%
Risk-free interest rat 4.5%% 4.07% 3.24%
Expected holding perio 6.0 yrs 6.0 yre 5.0 yre

53



Prior to the 2000 Distribution, certain employeé#loody’s received grants of Old D&B stock optiomsder Old D&B'’s 1998 Key
Employees’ Stock Incentive Plan (the “1998 PlaAt)the Distribution Date, all unexercised Old D&®Bek options held by Moody’s
employees were converted into separately exer@sgitions to acquire Moody’s common stock and saphrexercisable options to acquire
New D&B common stock, such that each option hadstime ratio of the exercise price per option tontlagket value per share, the se
aggregate difference between market value and isggudice, and the same vesting provisions, ogieniods and other terms and conditions
applicable prior to the 2000 Distribution. Old D&fBock options held by employees and retirees ofBi2& were converted in the same
manner. Immediately after the 2000 Distributiore 998 Plan was amended and adopted by the Company.

Under the 1998 Plan, 33,000,000 shares of the Coyrgnpaommon stock have been reserved for issudiimAmended and Restated 2001
Moody’s Corporation Key Employees’ Stock IncentR®ian (the “2001 Plan”), which is shareholder appthypermits the granting of up to
25,600,000 shares, of which not more than 5,000sD@@es are available for grants of awards ottear sitock options. Both the 1998 Plan
the 2001 Plan (“Stock Plans”) provide that optians exercisable not later than ten years from taetglate. The vesting period for awards
under the Stock Plans is generally determined &\Bibard of Directors at the date of the grant aasllieen four years except for employees
who are at or near retirement eligibility, as definfor which vesting is between one and four ygaggions may not be granted at less than
the fair market value of the Company’s common sticthe date of grant. The Stock Plans also prafadéhe granting of restricted stock.
Unlike the 1998 Plan, the 2001 Plan also provitias ¢onsultants to the Company or any of its atfié are eligible to be granted options.

The Company maintains a stock plan for its BoarBioéctors, the 1998 Moody’s Corporation Non-Emm@eyDirectors’ Stock Incentive Plan
(the “Directors’ Plan”), which permits the grantiofawards in the form of nogualified stock options, restricted stock or parfance share
The Directors’ Plan provides that options are eisafie not later than ten years from the grant.diie vesting period is determined by the
Board of Directors at the date of the grant argkiserally one year for options and three yearsdsiricted stock. Under the Directors’ Plan,
800,000 shares of common stock were reserveddoaise. Any director of the Company who is not@apleyee of the Company or any of
its subsidiaries as of the date that an awardaistgd is eligible to participate in the DirectaPan.

A summary of option activity as of December 31, 2@dd changes during the year then ended is pezkbatow:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Price Contractual Intrinsic
Options Shares Per Share Term Value
Outstanding, December 31, 20 23.7 $ 23.6C
Granted 3.C 63.32
Exercisec (5.9 17.9¢
Forfeited or expirel (0.9 41.2¢
Outstanding, December 31, 20 20.1 $  30.4¢ 6.0yrs $ 777.1
Vested and unvested expected to vest, Decemb@0B6 19.4 $ 29.7i 6.0yrc $ 760.:
Exercisable, December 31, 20 11.€ $ 20.4¢ 47yre $ 561.¢

The weighted average grant date fair value peoopif Moody’s options granted during the years enidecember 31, 2006, 2005 and 2004
was $19.97, $12.62 and $10.00, respectively. Thecagte intrinsic value in the table above reprissihe total pre-tax intrinsic value (the
difference between Moods’closing stock price on the last trading day efyhar ended December 31, 2006 and the exercisEspmultiplies
by the number of in-theioney options) that would have been received byt®n holders had all option holders exercisesirtboptions as «
December 31, 2006. This amount changes based daithalue of Moody’s stock. The total intrinsialue of options exercised during the
years ended December 31, 2006, 2005 and 2004, 26&s6bmillion, $179.1 million and $151.2 milliorespectively. As of December =

2006, there was $68.9 million of total unrecognizethpensation expense related to options. The sgpsrexpected to be recognized over a
weighted average period of 1.2 years. Proceeds/est&om the exercise of stock options was $10&ildon, $86.2 million and $99.0 millic
for the years ended December 31, 2006, 2005 andl, 266pectively. The tax benefit realized from ktoptions exercised during the years
ended December 31, 2006, 2005 and 2004 was $108idnhi$72.1 million and $61.5 million, respectiye
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At December 31, 2006, options outstanding of 18ilBam and 1.2 million were held by Moody’s emplagand retirees and New D&B
employees and retirees, respectively.

A summary of the status of the Company’s nonvesgstiicted stock as of December 31, 2006 and clsamhgiéng the year then ended is
presented below:

Weighted Average

Grant Date Fair

Nonvested Restricted Stock Shares Value Per Share
Balance, December 31, 20 1.2 $ 38.5¢
Granted 0.€ 63.31
Vested (0.9 37.7¢
Forfeited (0.7 50.0:
Balance, December 31, 20 1.7 $ 52.12

The total fair value of shares vested during treryended December 31, 2006 and 2005 was $27i8nralhd $9.8 million, respectively.
There were no shares vested in 2004 as this wdsghgear the Company granted restricted stodkstemployees. As of December 31, 2(
there was $47.7 million of total unrecognized congaion expense related to nonvested restricte#f.sithe expense is expected to be
recognized over a weighted average period of latsy& he tax benefit realized from the vestingestnicted stock during the years ended
December 31, 2006 and 2005 was $10.9 million anél $@8lion, respectively. There was no tax benefilized from the vesting of restricted
stock during the year ended December 31, 2004 abhares vested during this period.

The Company has a policy of issuing treasury stodatisfy shares issued under stock-based comp@mgéans. The Company currently
expects to use a significant portion of its caslwfto continue its share repurchase program. Thepgaoy implemented a systematic share
repurchase program in the third quarter of 2006ugh a SEC Rule 10b5-1 program. Moody’s may alsolmase opportunistically when
conditions warrant. On June 5, 2006, the Boardiodddors authorized an additional $2 billion shameurchase program. The Company’s
intent is to return capital to shareholders in g Wt serves their long-term interests. As a tedbody’s share repurchase activity will
continue to vary from quarter to quarter.

In addition, the Company also sponsors the 1999dv¥sdcCorporation Employee Stock Purchase Plan (BE%RJnder the ESPP, 6,000,000
shares of common stock were reserved for issudimeESPP allows eligible employees to purchase aamstock of the Company on a
monthly basis at 85% of the average of the hightaadow trading prices on the New York Stock Exudpa on the last trading day of each
month. The employee purchases are funded throaghtak payroll deductions, which plan participacas elect at from one percent to ten
percent of compensation, subject to the federat.lifinis results in stock-based compensation expémrsthe difference between the purchase
price and fair market value under SFAS No. 123R@bas under SFAS No. 123.

Note 12 Income Taxes
Components of the Company’s income tax provisi@nea follows:

Year Ended December 31,

2006 2005 2004
Current:

Federal $362.2 $234.¢ $240.7

State and loce 105.( 89.¢ 70.¢

Non-U.S 66.€ 69.7 445
Total current 533.¢ 394.1 355.¢
Deferred:

Federal (20.7) (15.0 (6.9

State and loce (5.9 (5.4) (2.9

Non-U.S (1.3) 0.2 (0.4)
Total deferrec (27.2) (20.2) (9.6)
Total provision for income taxe $506.¢ $373.¢ $346.2
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A reconciliation of the U.S. federal statutory tate to the Company'’s effective tax rate on incdrefre provision for income taxes is as
follows:

Year Ended December 31,

2006 2005 2004
U.S. statutory tax ral 35.(% 35.(% 35.(%
State and local taxes, net of federal tax bel 5.1 5.€ 5.8
U.S. (benefit)/taxes on foreign incor (0.5) 0.2 0.3
Legacy tax item: 0.1 0.3 4.3
Jobs Act repatriation bene — (0.9 —
Other 0.t (0.5) (0.5)
Effective tax rate 40.2% 40.(% 44.%

Income taxes paid were $408.8 million, $355.6 milland $300.1 million in 2006, 2005 and 2004, respely.

The components of deferred tax assets and liasilére as follows:

December 31,

2006 2005
Deferred tax asset
Current:
Accounts receivable allowanc $ 5.2 $ 4.8
Accrued compensation and bene 5.5 4.9
Other 2.€ 2.4
Total curren 13.3 12.1
Non-current:
Accumulated depreciation and amortizat 8.8 8.3
Stocl-based compensatic 46.€ 28.5
Benefit plans 33.€ 16.€
State taxe 2.C 2.9
Other 6.4 9.€
Total nor-current 97.4 65.€
Total deferred tax asse 110.7 78.C
Deferred tax liabilities
Current:
Prepaid expenst (0.2) (1.8)
Total curren (0.2 (1.9
Non-current:
Prepaid pension cos — (23.9)
Benefit plans (21.5) —
Intangible assets and capitalized softw (10.7) (11.9)
Other — (0.7)
Total nor-current (32.2) (35.9)
Total deferred tax liabilitie (32.9) (37.6)
Net deferred tax ass $ 78.2 $40.4

The current deferred tax assets, net of curremtrod tax liabilities, as well as prepaid taxe$&6 million and $1.0 million for December !
2006 and 2005 are included in other current agséte consolidated balance sheets. Non-currentetzaivables of $39.8 million and $2.6
million for December 31, 2006 and 2005 are incluthedther assets. During the year ended Decemhe2@®b, Moody’s deposited $39.8
million with the IRS in order to stop the accruéiktatutory interest on potential legacy tax defiies known as “Amortization Expense
Deductions”, as further discussed in Note 16 tocthesolidated financial statements. The net effetton-current deferred tax assets and
non-current deferred tax liabilities are includadther assets at December 31, 2006 and 2005h&getr ended December 31, 2005, a
valuation allowance of $0.7 million was establislagainst capital loss carryovers. In 2006, thisiabn allowance was released when ca
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gains permitted capital loss carryover utilizatiblo. valuation allowances were established agaimsbther deferred assets for December 31,
2006 and 2005, as management has determined, diaskd Company’s history of prior and current levafl operating earnings, that none
should be provided.

At December 31, 2006, undistributed earnings ofddB. subsidiaries aggregated approximately $20&omi It is assumed that earnings
from subsidiaries in France, Germany, Spain, lt@gnada and Japan will be remitted to the U.S. myalar basis. As such, incremental
deferred U.S. taxes related to anticipated distidiog have been provided in the consolidated firdstatements. For the year ended
December 31, 2005, Moody’s recognized a beneft306 million related to the repatriation of foreigarnings under the American Jobs
Creation Act of 2004. Deferred tax liabilities havat been recognized for approximately $77 millidrundistributed foreign earnings that
management intends to permanently reinvest outb&lée).S. If all such undistributed earnings weraiteed to the U.S., the amount of
incremental U.S. federal and foreign income taxasple, net of foreign tax credits, would be appr@tely $6 million.

Note 13 Indebtedness

On September 30, 2005, the Company entered intot@ Rurchase Agreement and issued and sold thiepghiate placement transaction,
$300 million aggregate principal amount of its 88r2005-1 Senior Unsecured Notes (“Notes”). Theeblbave a ten-year term and bear
interest at an annual rate of 4.98%, payable semitaly on March 30 and September 30. The prockedsthe sale of the Notes were used
to refinance $300 million aggregate principal antafrthe Company’s outstanding 7.61% Senior Not@$d(Notes”) which matured on
September 30, 2005. In the event that Moody’s jgélysr part of the Notes in advance of their mayufihe “Prepaid Principal”), such
prepayment will be subject to a penalty calculdtased on the excess, if any, of the discountecevalithe remaining scheduled payments, as
defined in the agreement, over the Prepaid Prihdiprest paid under the Notes and Old Notes$1as9 million for the year ended
December 31, 2006 and $22.8 million for each ofyth&rs ended December 31, 2005 and 2004. Totaésitexpense was $15.2 million,
$21.0 million and $23.0 million, respectively fdretyears ended December 31, 2006, 2005 and 2004.

On September 1, 2004, Moody’s entered into a fiearysenior, unsecured bank revolving credit facftite “Facility”) in an aggregate
principal amount of $160 million that expires inp&Ember 2009. This Facility replaced the $80 millfive-year facility that was scheduled to
expire in September 2005 and the $80 million 36#fdaility that expired in September 2004. Interstborrowings under the Facility is
payable at rates that are based on the LondorBiamérOffered Rate plus a premium that can ranga ft@ basis points to 47.5 basis points
depending on the Company’s ratio of total indebésarto earnings before interest, taxes, depregiatid amortization (“Earnings Coverage
Ratio”), as defined in the related agreement. Atddeber 31, 2006, such premium was 17 basis pdihessCompany also pays quarterly
facility fees, regardless of borrowing activity @mdhe Facility. The quarterly fees can range fBbasis points of the Facility amount to 15
basis points, depending on the Company’s Earnimy®fage Ratio, and were 8 basis points at DeceB8he&2006. Under the Facility, the
Company also pays a utilization fee of 12.5 basiatp on borrowings outstanding when the aggregateunt outstanding under the Facility
exceeds 50% of the Facility.

No interest was paid under the Comg’s facilities for the years ended December 31, 2806 2005 as no borrowings were outstanding
during those years.

The Notes and the Facility (the “Agreements”) contavenants that, among other things, restrictbiity of the Company and certain of its
subsidiaries, without the approval of the lendergngage in mergers, consolidations, asset sed@sactions with affiliates and sale-
leaseback transactions or to incur liens, as défin¢he related agreements. The Facility alsoaiostfinancial covenants that, among other
things, require the Company to maintain an Inte@Gesterage Ratio, as defined in the agreement, lese than 3 to 1 for any period of four
consecutive fiscal quarters, and an Earnings CgeeRatio, as defined in the agreement, of not rii@e 4 to 1 at the end of any fiscal
guarter. At December 31, 2006, the Company wasmmptiance with such covenants. Upon the occurrefcertain financial or economic
events, significant corporate events or certaiotlvents constituting an event of default underAgreements, all loans outstanding under
the Agreements (including accrued interest and flegable thereunder) may be declared immediatedyashal payable and all commitments
under the Agreements may be terminated. In additiertain other events of default under the Agregmeould automatically result in
amounts outstanding becoming immediately due agdtpga and all commitments being terminated.

In October 2006, Moody’s amended its Facility bgreasing the limit on sale proceeds resulting feosale-leaseback transaction of its
corporate headquarters building at 99 Church Street $150 million to $250 million. Additionallyht restriction on liens to secure
indebtedness related to the sale of 99 ChurchtStr@ealso increased from $150 million to $250 il The Company also increased the
expansion feature of the credit facility from $80lion to $340 million, subject to obtaining commménts for the incremental capacity at the
time of draw down from the existing lenders. Tiisrease gives the Company potential borrowing dgpander the Facility of $500 million.
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Note 14 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
1,020,000,000 shares with a par value of $0.0&hi¢h 1,000,000,000 are shares of common stock000Q00 are shares of preferred stock
and 10,000,000 are shares of series common stbekpieferred stock and series common stock cassbed with varying terms, as
determined by the Board of Directors.

In February 2005, Moody’s Board of Directors degetha two-for-one stock split to be effected asexsp stock distribution of one share of
common stock for each share of the Compsiegmmon stock outstanding, subject to stockhageroval of a charter amendment to incre
the Company'’s authorized common shares from 40lomihares to 1 billion shares. At the Companyrsidal Meeting on April 26, 2005,
Moody'’s stockholders approved the charter amendment.résudt, stockholders of record as of the closkusiness on May 4, 2005 recei\
one additional share of common stock for each sbfatiee Company’s common stock held on that dateh&dditional shares were
distributed on May 18, 2005. All prior period share per share information has been restatedlactehe Stock Split.

Rights Agreemen

The Company has a Rights Agreement designed teqirit$ 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 higbtthat trades with the stock until the rightbmes exercisable. Pursuant to the
provisions of the Rights Agreement, after givinfgef to the Stock Split, the number of rights assed with each share of common stock
shall be adjusted so that each share of commok siiichave associated with it one-half of a riggach right entitles the registered holder to
purchase 1/1000 of a share of Series A Juniordfaating Preferred Stock, par value $0.01 per steira price of $100 per 1/1000 of a share,
subject to adjustment. The rights will generally be exercisable until a person or group (“Acquriferson”) acquires beneficial ownership
of, or commences a tender offer or exchange dfferwould result in such person or group havingefieial ownership of, 15% or more of
the outstanding common stock at such time.

In the event that any person or group becomes guifing Person, each right will thereafter entitieholder (other than the Acquiring
Person) to receive, upon exercise and paymengsioéistock 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 becomescaiuifing Person or during the window
period after the triggering event as specifiechim Rights Agreement.

Share Repurchase Prograi

On June 5, 2006, the Board of Directors author&&@ billion share repurchase program. There isstablished expiration date for this
authorization. During August 2006, the Company bamhpleted its previous $1 billion share repurchsgram, which had been authorized
by the Board of Directors in October 2005. Duringvidmber 2005, the Company completed its previo@8 $6illion program, which had
been authorized by the Board of Directors in Mag40

During 2006, Moody'’s repurchased 18.0 million skaatan aggregate cost of $1,093.6 million anceid€u5 million shares of stock under
employee stock-based compensation plans. Sincertieg@ public company in October 2000 and througldnber 31, 2006, Moody's has
repurchased 84.4 million shares at a total co$2d billion, including 38.6 million shares to affsssuances under employee stock-based
compensation plans.

Dividends

During 2006, the Company paid a quarterly divideh80.07 per share in each of the quarters of Msodgmmon stock, resulting in
dividends paid per share of $0.28 during the y@aring 2005, the Company paid a quarterly divideh#0.0375 in the first quarter and
$0.055 in each of the three subsequent quartershpee of Moody’s common stock, resulting in dends paid per share of $0.2025 during
the year. During 2004, the Company paid quarteiddnds of $0.0375 per share of Moody’s commomlstesulting in total dividends paid
per share of $0.15.

On December 12, 2006, the Board of Directors ofGhepany approved the declaration of a quartesiddnd of $0.08 per share of Moogy’
common stock, payable on March 10, 2007 to shaden®lof record at the close of business on Feb2@r2007. The continued payment of
dividends at the rate noted above, or at all, et to the discretion of the Board of Directors.
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Note 15 Lease Commitments

Moody’s operates its business from various leaaeiiities, which are under operating leases thpireover the next 21 years. Moody’s also
leases certain computer and other equipment unpiating and capital leases that expire over téfive years. Rent expense under
operating leases for the years ended Decembei088, 2005 and 2004 was $27.9 million, $21.5 milléovd $15.1 million, respectively. The
Company has approximately $2.0 million of competguipment subject to capital lease obligations.ufstalated amortization at

December 31, 2006 includes $1.1 million relatedapital lease obligations.

The approximate minimum rent for leases that haweaining or original noncancelable lease termxaess of one year at December 31,
2006 is as follows:

Capital Operating
Year Ending December 31, Leases Leases
2007 $ 0t $ 34t
2008 0.4 41.F
2009 0.1 38.¢
2010 — 33.2
2011 — 29.C
Thereafte — 462.4
Total minimum lease paymer $ 1.C $ 639.f
Less: amount representing inter 0.7
Present value of net minimum lease payments urajetat lease $ 0.8

During the fourth quarter of 2006, the Company clategl the sale of its corporate headquarters Idcait®9 Church Street, New York, New
York. As part of the sales agreement, the Compahyease back the building until the relocationitonew global headquarters at 7 World
Trade Center, New York, New York (“7 WTC"), is cotafed in mid- to late 2007. The Company entered &mt operating lease agreement
for 7 WTC (the “Lease”) commencing on October 200@ for 589,945 square feet of office space whidhsgrve as Moody’s new corporate
headquarters. The Lease has an initial term ofceqapiately 21 years with renewal options of 20 ye@re total base rent of the lease is
approximately $536 million including rent credite the World Trade Center Rent Reduction Progreomplgated by the Empire State
Development Corporation.

Note 16 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 Mmdyoody'’s is also subject to ongoing tax auditshie normal course of business.
Management periodically assesses the Companyisitiedand contingencies in connection with thesstters based upon the latest
information available. Moody’s discloses materiahging legal proceedings, other than routine litagaincidental to Moody’s business,
material proceedings known to be contemplated wegonental authorities and other pending matteasitimay determine to be approprie
For those matters where it is both probable tHattélity has been incurred and the amount of ks be reasonably estimated, the Company
has recorded liabilities in the consolidated finahstatements and periodically adjusts these peogpiate. In other instances, because of
uncertainties related to the probable outcome aridéoamount or range of loss, management doe®ootd a liability but discloses the
contingency if significant. As additional informatti becomes available, the Company adjusts its sreeets and estimates of such liabilities
accordingly.

Based on its review of the latest information aalali, 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 onollligs financial position, results of
operations or cash flows, subject to the contingendescribed below.

Legacy Contingencie
Moody’s has exposure to certain potential lialahbtassumed in connection with the 2000 Distribufidrese contingencies are referred to by
Moody'’s as “Legacy Contingencies”. The principabhaey Contingencies presently outstanding relataxanatters.

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 veispect to such matters.

59



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

Legacy Tax Matter:

Old D&B and its predecessors entered into globaptanning initiatives in the normal course of mess, including through tax-free
restructurings of both their foreign and domesperations. These initiatives are subject to 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 andusttinterest resulting fro
unfavorable Internal Revenue Service (“IRS”) rufiran certain tax matters as described in such agrets (excluding the matter described
below as “Amortization Expense Deductions” for whidew D&B and Moody’s are solely responsible) ardain other potential tax
liabilities, also as described in such agreements.

In connection with the 2000 Distribution and pursiut® the terms of the 2000 Distribution Agreemé&tgw D&B and Moodys have, betwe
themselves, agreed to be financially responsiblafy potential liabilities that may arise to theemt such potential liabilities are not directly
attributable to their respective business operation

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

Royalty Expense Deductio

This matter related to the IRS’s stated intentmdisallow certain royalty expense deductions ctadrby Old D&B on its tax returns for the
years 1993 through 1996 as well as the’s intention to reallocate to Old D&B income anderse items that had been reported in a certain
partnership tax return for 1996. These matters wetibed with the IRS in a closing agreement exatut the third quarter of 2005 and
accordingly, the Company reduced its reserve fisrrttatter by $11.5 million. However, IMS Health iR disagreed with New D&B'’s
calculation of each party’share of the liability. New D&B may commence &diion proceedings against IMS Health and NMRdlect the
$7.3 million that New D&B and Moody’s each wereighted to pay to the IRS on their behalf. Basechupe current understanding of the
positions that New D&B and IMS Health may take, @@mpany believes it is likely that New D&B will gwail, but Moody’s cannot predict
with certainty the outcome.

In the second quarter of 2006, Mooslyaid approximately $9 million for the state in@tax liability connected with the terms of the G
2005 settlement with the IRS and reversed the menmareserve of $1.5 million.

Additionally, the IRS reasserted its position tbattain tax refund claims made by Old D&B related 893 and 1994 may be offset by tax
liabilities relating to the above mentioned parsidgp formed in 1993. In the fourth quarter of 2088w D&B filed a protest with the IRS
Appeals Office concerning the IRS’s denial of the tefunds. In the third quarter of 2006, the IR$8als Office rejected New D&B'’s
protest. New D&B is determining whether to filetsfarr the refund. Moody's share is estimated atrapipately $9 million.

Amortization Expense Deductio

In April 2004, New D&B received Examination Repoftise “April Examination Reports”) from the IRS Wwitespect to a partnership
transaction entered into in 1997 which resultednortization expense deductions on the tax retfri@id D&B since 1997. These
deductions could continue through 2012. In the Idgxiamination Reports, the IRS stated its intentmdisallow the amortization expense
deductions related to this partnership that wesgred by Old D&B on its 1997 and 1998 tax retuiftse IRS also stated its intention to
disallow certain royalty expense deductions claitng®Ild D&B on its 1997 and 1998 tax returns wigspect to the partnership transaction.
In addition, the IRS stated its intention to digmefthe partnership structure and to realloca@ItbD&B certain partnership income and
expense items that had been reported in the pahipaiax returns for 1997 and 1998. New D&B disagreith these positions taken by the
IRS. IRS audits of Old D&B'’s or New D&B'’s tax retns for years subsequent to 1998 have resultegisinance of similar Examination
Reports for the 1999 through 2002 tax years. Sirhil@mination Reports could result for tax yeafsssguent to 2002.
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Should any such payments be made by New D&B relateither the April Examination Reports or anyguiial Examination Reports for
future years, including years subsequent to tharséipn of Moody’s from New D&B, then pursuant betterms of the 2000 Distribution
Agreement, Moody’s would have to pay to New D&Bstware. In addition, should New D&B discontinudriag the amortization expense
deductions on future tax returns, Moody’s woulddguired, pursuant to the terms of the 2000 Distidm Agreement, to repay to New D&B
an amount equal to the discounted value of itsesbhthe related future tax benefits. New D&B hailithe discounted value of 50% of the
future tax benefits from this transaction in casivibody’s at the Distribution Date. Moody's estimsithat the Comparg/potential exposur
(including penalties and interest, and net of temdjits) could be up to $120 million relating te tisallowance of amortization expense
deductions and could increase by approximately Biéomto $10 million per year, depending on acsdhat the IRS may take and on whe
New D&B continues claiming the amortization expedesductions on its tax returns. Additionally, thare potential exposures that could
up to $164 million relating to the reallocationtbé partnership income and expense to Old D&B. Maodiso could be obligated for future
interest payments on its share of such liability.

New D&B is currently in discussion with the IRS these issues. On March 3, 2006, New D&B and M's each deposited $39.8 million
with the IRS in order to stop the accrual of statyinterest on potential tax deficiencies up t@qual to that amount with respect to the 1997
through 2002 tax years.

Moody’s believes that the IRS’s proposed assesstéitax against Old D&B and the proposed 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

In December 2004, New D&B executed a formal settlenagreement for all outstanding issues relatédeanatter concerning utilization of
certain capital losses generated by Old D&B dufifg9 and 1990. New D&B received two assessmentlismatter during the first quarter
of 2005. The third and final assessment was redaivépril 2006 of which Moody’s paid $0.3 millioThe amounts paid by Moody's for the
first two assessments included its share of appratdly $4 million that Moody and New D&B believe should have been paid by H&gltr
and NMR, but were not paid by them due to theiaglisement with various aspects of New D&Balculation of their respective shares ol
payments. New D&B was unable to resolve this dispuith IMS Health and NMR, and has commenced atiitn proceedings against them.
Moody'’s believes that New D&B should prevail in gssition, but the Company cannot predict withaety the outcome. In the first quarter
of 2005, Moody'’s had increased its liabilities & Bmillion due to this disagreement.

Summary of Moody’s Exposure to Legacy Tax Relatettieks

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

For the years ended December 31, 2006, 2005 ard 26 Company recorded $2.4 million and $8.8 orillnet reversals of reserves and
increased reserves by $30.0 million, respectivEihe Company also has recorded $3.5 million, $518amiand $3.4 million of net interest
expense related to its legacy tax matters in tlaesyended December 31, 2006, 2005 and 2004, resggcMoody’s total recorded net lege
tax related liabilities as of December 31, 2006an&93 million and are classified as long term.

It is possible that the legacy tax matters couldds®lved in amounts that are greater than thditiab recorded by the Company, which co
result in additional charges that may be mateoidloody’s future reported results, financial pasitend cash flows. In matters where
Moody'’s believes the IRS has taken inconsistenitipos, Moody’s may be obligated initially to payg share of related duplicative
assessments. However, Moody'’s believes that uléipdtis unlikely that the IRS would retain suchpldicative payments.

Note 17 Segment Information

Moody’s operates in two reportable segments: Mosdiyestors Service and Moody’s KMV. The Comparporés segment information in
accordance with SFAS No. 131, “Disclosures abogn&mts of an Enterprise and Related InformatioRFAS No. 131 defines operating
segments as components of an enterprise for whigdrate financial information is available thagvsluated regularly by the chief operating
decision-maker in deciding how to allocate resosidad in assessing performance.
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Moody'’s Investors Service consists of four ratimgups — structured finance, corporate finance nioa institutions and sovereign risk, and
public finance — that generate revenue principiityn the assignment of credit ratings on issuetsiasues of fixed-income obligations in
the debt markets, and research, which primarilyegaes revenue from the sale of investor-orienteditresearch, principally produced by
the rating groups and economic commentary. Pulslante represents U.S. public finance. Given theidance of Moodys Investors Servic
to Moody’s overall results, the Company does npasately measure or report corporate expensegra@uch expenses allocated between
the Company'’s business segments. Accordingly capfarate expenses are included in operating incaftiee Moody’s Investors Service
segment and none have been allocated to the Mo#&dW\s segment.

The Moody’s KMV business develops and distributearditative credit risk assessment products andcges and credit processing software
for banks, corporations and investors in creditsgiame assets. Assets used solely by Moody’s KM¥ separately disclosed within that
segment. All other Company assets, including caigoassets, are reported as part of Moody'’s InkeService. Revenue by geographic area
is generally based on the location of the custoinésr-segment sales are insignificant and no siegktomer accounted for 10% or more of
total revenue.

Below is financial information by segment, Moodyfwestors Service revenue by business unit andotidased revenue and long-lived asset
information by geographic area, for the years eratetias of December 31, 2006, 2005 and 2004. Gentimir year amounts have been
reclassified to conform to the current presentation

Financial Information by Segment

Year Ended December 31, 2006

Moody’s
Investors Moody’s
Service KMV Consolidatec
Revenue $1,894.: $142.¢ $ 2,037..
Operating expenst 789.1 109.¢ 898.17
Gain on sale of buildin (160.6) — (160.6)
Depreciation and amortizatic 22.¢ 16.€ 39.5
Operating incomi 1,242.¢ 16.€ 1,259.!
Non-operating income, ne 1.C
Income before provision for income tay 1,260.!
Provision for income taxe 506.€
Net income $ 753¢
Total assets at December $1,255.¢ $241.¢ $ 1,497
Year Ended December 31, 2005 Year Ended December 31, 2004
Moody’s Moody’s
Investors  Moody’s Investors  Moody’s
Service KMV Consolidatec Service KMV Consolidatec
Revenue $1,600.. $131.c $ 1,731.¢ $1,317.! $120.f $ 1,438.:
Operating expense 645.2 111.¢ 756.¢ 518.C 99.¢ 617.¢
Depreciation and amortizatic 18.€ 16.€ 35.2 17.5 16.¢ 34.1
Operating incom: 936.: 3.3 939.¢ 782.2 4.2 786.4
Non-operating expense, n (4.9 (15.7)
Income before provision for income tay 934.7 771.C
Provision for income taxe 373.¢ 346.2
Net income $ 560.¢ $ 425.1
Total assets at December $1,204.F $252.7 $ 1,457.. $1,123.! $265.& $ 1,389.
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Moody'’s Investors Service Revenue by Business Unit

Year Ended December 31,

2006 2005 2004
Ratings revenue
Structured financ $ 886.7 $ 715« $ 553.]
Corporate financ 396.2 323.2 299.€
Financial institutions and sovereign ri 266.¢ 254.¢ 208.¢
Public finance 85.€ 91.¢ 82.2
Total ratings revenu 1,635.¢ 1,385.( 1,143.¢
Research revent 258.7 215.5 173.7
Total Moody's Investors Servic $1,894.0 $1,600.0 $1,317.
Revenue and Long-lived Asset Information by Geolbi@aprea
2006 2005 2004
Revenue
United State: $1,277.¢ $1,085.«. $ 911.C
International 759.3 646.2 527.]
Total $2,037.. $1,731.¢ $1,438.:
Long-lived assets
United State: $ 283€ $ 267 $ 245
International 22.C 18.€ 18.7
Total $ 3056 $ 286z $ 263.

Revenue in Europe was $524.8 million, $437.2 millémd $360.8 million for the years ended Decemtef806, 2005 and 2004,

respectively.

Note 18 Valuation and Qualifying Accounts

Accounts receivable allowances primarily represeliistments to customer billings that are estimateen the related revenue is recognized.
Below is a summary of activity for each of the thgeears ended December 31, 2006, 2005 and 20@4ctasely:

Balance at Additions Write-offs Balance

Beginning Charged tc and at End of

of the Year Revenue Adjustments the Year
2006 (12.9) (34.9) 33.1 (14.5)
2005 (14.6) (24.4) 26.% (12.7)
2004 (15.9) (18.1) 19. (14.6)

Note 19 Related Party Transactions

Moody’s Corporation made grants of $6.0 million,Gillion and $7.0 million to The Moody’s Foundati (the “Foundation”)n 2006, 200¢
and 2004, respectively. The Foundation carriepbii&nthropic activities on behalf of Moody’s Corption primarily in the areas of
education and health and human services. Certamnbmes of senior management of MoaglCorporation are on the Board of Directors of
Foundation.
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Note 20 Quarterly Financial Data (Unaudited)

Three Months Ended

March 31 June 30 September 3| December 3.
2006
Revenue $ 440.2 $511.¢ $ 495t $ 590.C
Operating incomi 238.: 289.1 268.¢ 463.5
Net income 146.2 172.1 157.C 278.¢
Basic earnings per she $ 0.5C $ 0.6C $ 0.5¢€ $ 1.0C
Diluted earnings per sha $ 0.4¢ $ 0.5¢ $ 0.5¢ $ 0.97
2005
Revenue $ 390. $446.¢ $ 4211 $ 473
Operating incom: 212t 252.¢ 231.¢ 242.¢
Net income 118.% 145.¢ 146.€ 150.1
Basic earnings per she $ 0.4C $ 0.4¢ $ 0.4¢ $ 0.51
Diluted earnings per sha $ 0.3¢ $ 0.47 $ 0.4¢ $ 0.5C

Basic and diluted earnings per share are compuotesbich of the periods presented. The number afied average shares outstanding
changes as common shares are issued pursuant kmyemptock plans and for other purposes or agslae repurchased. Therefore, the
of basic and diluted earnings per share for eatheofour quarters may not equal the full year dasid diluted earnings per share.

The quarterly financial data for the three monthdezl December 31, 2006 includes a pre-tax gail®®$ million relating to the sale of the
Company'’s corporate headquarters building.

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 Procedu

The Company carried out an evaluation, as requiyedule 13a-15(b) under the Securities ExchangeoAtB34, as amended (thExXchange
Act”), under the supervision and with the partitipa of the Company’s management, including the @any’s Chief Executive Officer and
Chief Financial Officer, of the effectiveness oé tilesign and operation of the Company’s disclosangrols and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of the drileoperiod covered by this report (the “Evaluatidate”). Based on such evaluation, such
officers have concluded that, as of the Evaluaiate, the Compang’disclosure controls and procedures were effettiygovide reasonab
assurance that information required to be discldgeithe Company in reports that it files or submitsler the Exchange Act is recorded,
processed, summarized and reported within the pieni@ds specified in the Securities and Exchangar@igsion’s rules and forms and to
provide reasonable assurance that such informegiaccumulated and communicated to the Companyfmgement, including the
Company’s Chief Executive Officer and Chief Finah®fficer, as appropriate to allow timely decisaegarding required disclosure.

Changes In Internal Control Over Financial Repogin

Information in response to this Item is set forttuer the caption “Management’s Report on Interr@itél Over Financial Reporting”, in
Part Il, Item 8 of this annual report on Form 10-K.

In addition, the Company’s management, includirg@ompany’s Chief Executive Officer and Chief FiciahOfficer, has determined that
there were no changes in the Company'’s internarabover financial reporting that have materiafjected, or are reasonably likely to
materially affect, these internal controls oveafigial reporting during the period covered by thjsort.

ITEM 9B. OTHER INFORMATION
Not applicable.
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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 D072 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 ACCOUNTING 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 registpudtic accounting firm. Under the policy, the AuGiommittee pre-approves the annual
audit engagement terms and fees, as well as ary athlit services and specified categories of nalitaervices, subject to certain pre-
approved fee levels. In addition, pursuant to thicp, the Audit Committee has authorized its cliaipreapprove other audit and permissi
non-audit services up to $50,000 per engagemena anaximum of $250,000 per year. The policy recuihat the Audit Committee chair
report any pre-approval decisions to the full Al@iitmmittee at its next scheduled meeting. For teg ynded December 31, 2006, the Audit
Committee approved all of the services providedngyCompany's independent registered public acaogifirm, which are described below.

Audit Fees

The aggregate fees for professional services redder the integrated audit of the Company’s anfinahcial statements for the years ended
December 31, 2006 and 2005, for the review of itential statements included in the Company’s Rispam Forms 10-Q and 8-K, and for
statutory audits of non-U.S. subsidiaries were axprately $2.1 million (including $0.2 million ndilled) in 2006 and $2.0 million in 2005.
All such fees were attributable to Pricewaterhousgiers LLP.

Audit-Related Fees

The aggregate fees billed for authtated services rendered to the Company by Prieel@useCoopers LLP were approximately $0.1 mi
for both the years ended December 31, 2006 and. Z%h services included employee benefit plantawaaid consultations concerning
financial accounting and reporting standards.

Tax Fees

The aggregate fees billed for tax services rendgrd¢ide Company by PricewaterhouseCoopers LLPhears ended December 31, 2006
and 2005 were approximately $5,000 and $3,000emsely. Tax services rendered by Pricewaterhoasp€rs LLP principally related to
tax consulting and compliance.

All Other Fees

The aggregate fees billed for all other serviceslieeed to the Company by PricewaterhouseCooperddidfhe years ended December 31,
2006 and 2005 were approximately $4,000 and $11@8pectively. Other fees principally relate te@amting research software.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
List of documents filed as part of this report.

(1) Financial Statement

See Index to Financial Statements, Item 8 of thisrF10-K.

(2) Financial Statement Schedul

None.

(3) Exhibits.

See Index to Exhibits on pages 68-71 of this FobriK1
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

MOODY’S CORPORATION
(Registrant’

By: /sl RAYMOND W. MCDANIEL, JR.
Raymond W. McDaniel, Jr.
Chairman and Chief Executive Offic

Date: February 28, 2007

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on
behalf of the Registrant and in the capacities@nthe date indicated.

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, Jr., Chairman of the
Board of Directors and Chief Executive Officer
(principal executive officer

/s/ LINDA S. HUBER

Linda S. Huber, Executive Vice President
and Chief Financial Officer

(principal financial officer’

/sl JOSEPH MCCABE
Joseph McCabe, Senior Vice President—Corporate
Controller (principal accounting office

/s/ BASIL L. ANDERSON /sl HENRY A. MCKINNELL, JR.
Basil L. Anderson, Directc Henry A. McKinnell, Jr. Ph.D., Directc
/s ROBERT R. GLAUBER /s NANCY S. NEWCOMB

Robert R. Glauber, Direct Nancy S. Newcomb, Directt

/sl EWALD KIST /s/ JOHN K. WULFF

Ewald Kist, Directol John K. Wulff, Directol

/s/ CONNIE MACK
Connie Mack, Directo

Date: February 28, 2007
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S-K
EXHIBIT

NUMBER

3

INDEX TO EXHIBITS

ARTICLES OF INCORPORATION AND B-LAWS

A

Restated Certificate of Incorporation af Registrant dated June 15, 1998, as amendediedfdane 30, 1998, as
amended effective October 1, 2000, and as furtimemaled effective April 26, 2005 (incorporated bference to
Exhibit 3.1 to the Report on Form 8-K of the Regist, file number 1-14037, filed October 4, 2008] &xhibit 3.1 to
the Report on Form-K of the Registrant, file numbe-14037, filed April 27, 2005

Amended and Restated By-laws of the Reggis{incorporated by reference to Exhibit 3.2 & Registrant’s
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 (incoapext by reference to Exhibit 4.1 to the Report om#8-K of the
Registrant, file number-14037, filed October 4, 200(

Amended and Restated Rights Agreement legiwhee Registrant and EquiServe Trust Company,,M3ARights Agen
dated as of September 27, 2000 (incorporated leyeete to Exhibit 4.1 to the Report on Form 8-Khef Registrant,
file number 1-14037, filed September 29, 2000armgnded by Amendment No. 1 to the Rights Agreemenng the
Registrant, EquiServe Trust Company, N.A., as Rigtgent, and The Bank of New York, as successontRiggent,
dated as of October 22, 2001 (incorporated by eefar to Exhibit 4.2 to the Report on FormKL@f the Registrant, fil
number -14037, filed March 22, 2002

Five-Year Credit Agreement, dated as oft&aper 11, 2000, among the Registrant, certainidiabies of the
Registrant, the lenders party thereto, The Chasehisttan Bank, as administrative agent, Citibanl.Nas syndicatio
agent, and The Bank of New York, as documentatg@nt(incorporated by reference to Exhibit 4.2 Report on
Form &K of the Registrant, file numbe-14037, filed October 4, 200(

Amended and Restated Credit Agreementddetef September 10, 2001, between Moody’s Cotiporand certain
subsidiaries of the Registrant, the lenders paeyeto, The Chase Manhattan Bank, as administrageet, Citibank,
N.A., as syndication agent, and The Bank of Newkyas documentation agent (incorporated by referém&xhibit

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

Amended and Restated 364-Day Credit Agre¢ndated as of September 8, 2003, between Modzly’poration and
certain subsidiaries of the Registrant, the lengargy thereto, JP Morgan Chase Bank, as admitiistragent,
Citibank, N.A., as syndication agent, and The BahkKew York, as documentation agent (incorporatgdderence to
Exhibit 10.3 to the Report on Form-Q of the Registrant, file numbe-14037, filed November 12, 200:

Five-Year Credit Agreement dated as of &aper 1, 2004, among Moody’s Corporation, the Beimg Subsidiaries
Party Hereto, the Lenders Party Hereto, JP Mordaas€ Bank, as Administrative Agent, Citibank, N&s,
Syndication Agent, and The Bank of New York, as oentation Agent (incorporated by reference to Eixl99.1 to
the Report on Form-K of the Registrant, file numbe-14037, filed September 8, 200

Note Purchase Agreement, dated Septembh&088, by and among Moody’s Corporation and theeNRurchasers
party thereto, including the form of the 4.98% 8g12005-1 Senior Unsecured Note due 2015 (incogubiay
reference to Exhibit 4.1 to the Report on Fol-K of the Registrant, file numbe-14037, filed October 5, 200t
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10

MATERIAL CONTRACTS

A

4t

6t

Tt

8t

9t

107

A1t

A27

137

14

Distribution Agreement, dated as of Septeni®, 2000, between the Registrant and The Dumai&reet Corporation (f.k.a.
The New D&B Corporation) (incorporated by referetzéxhibit 10.1 to the Report on Fornk8ef the Registrant, file numb
1-14037, filed October 4, 200(

Tax Allocation Agreement, dated as of Segtter 30, 2000, between the Registrant and The DBmnagistreet Corporation
(f.k.a. The New D&B Corporation) (incorporated teference to Exhibit 10.2 to the Report on Form 8fithe Registrant, file
number -14037, filed October 4, 200(

Employee Benefits Agreement, dated as pfedeber 30, 2000, between the Registrant and Tmef€DiBradstreet Corporation
(f.k.a. The New D&B Corporation) (incorporated leference to Exhibit 10.3 to the Report on Form 8fkhe Registrant, file
number -14037, filed October 4, 200(

Supplemental Executive Benefit Plan of Moadgorporation, dated as of September 30, 2000r{iocated by reference to
Exhibit 10.4 to the Report on Form-K of the Registrant, file numbe-14037, filed March 22, 2002

Intellectual Property Assignments, datedféSeptember 1, 2000, between the Registrant aedDuin & Bradstreet Corporati
(f.k.a. The New D&B Corporation) (incorporated teference to Exhibit 10.4 to the Report on Form 8fithe Registrant, file
number -14037, filed October 4, 200(

Pension Benefit Equalization Plan of Moody@rporation (incorporated by reference to Exhilbif9lto Registrant’s Quarterly
Report on Form 1-Q, file number -14037, filed November 14, 200(

Profit Participation Benefit Equalization Rlaf Moody’s Corporation (incorporated by referet@éxhibit 10.11 to Registrant’s
Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

The Moody’s Corporation Nonfunded Deferredrpensation Plan for Non-Employee Directors (incoaped by reference to
Exhibit 10.12 to Registra’s Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

1998 Moody’s Corporation Replacement PlarCfertain Non-Employee Directors Holding Dun & Bradst Corporation
Equity-Based Awards (incorporated by referencexbiliit to Registrant’s Quarterly Report on FormQQfile number 1-
14037, filed November 14, 200(

1998 Moody’s Corporation Replacement PlarClertain Employees Holding Dun & Bradstreet CorporaEquity-Based
Awards (incorporated by reference to Exhibit 1ad Kegistrant’'s Quarterly Report on Form 10-Q, filenber 1-14037, filed
November 14, 2000

1998 Moody’s Corporation Non-Employee Direst@tock Incentive Plan (as amended on April 2813(incorporated by
reference to Exhibit 10.11 to the Report on Fori-K of the Registrant, file numbe-14037, filed March 22, 2002

1998 Moody’s Corporation Key Employees’ Sttaéentive Plan (incorporated by reference to ExHiBi16 to Registrant’s
Quarterly Report on Form -Q, file number -14037, filed November 14, 200(

Moody’s Corporation Career Transition Plarcdimporated by reference to Exhibit 10.17 to Regigts Annual Report on Form
1C-K, file number -14037, filed March 15, 2001

Distribution Agreement, dated as of Junel®38, between R.H. Donnelley Corporation (f.klae Dun & Bradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeito Exhibit 10.1 to
Registrar’'s Quarterly Report on Form -Q, filed August 14, 1998
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151 2001 Moody’s Corporation Key Employees Stawehtive Plan (incorporated by reference to ExHibifL5 to the Report on Form
1C-K of the Registrant, file number14037, filed March 22, 2002

.16 Tax Allocation Agreement, dated as of Jubel®98, between R.H. Donnelley Corporation (f.Klae Dun & Bradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeio Exhibit 10.2 to
Registrar’'s Quarterly Report on Form -Q, filed August 14, 1998

.17 Employee Benefits Agreement, dated as of B0n 1998, between R.H. Donnelley Corporationdf.khe Dun & Bradstreet
Corporation) and the Registrant (f.k.a. The New BuBradstreet Corporation) (incorporated by refeeito Exhibit 10.3 to
Registrar’'s Quarterly Report on Form -Q, filed August 14, 1998

.18 Distribution Agreement, dated as of Octdtr1996, among R.H. Donnelley Corporation (f.Klae Dun & Bradstreet
Corporation), Cognizant Corporation and ACNielsempg@ration (incorporated by reference to Exhibit)@o the Annual Report
on Form 10-K of R.H. Donnelley Corporation (f.Kldne Dun & Bradstreet Corporation) for the year ehBecember 31, 1996, file
number -7155, filed March 27, 1997

.19 Tax Allocation Agreement, dated as of Octd® 1996, among R.H. Donnelley Corporation (f.Klae Dun & Bradstreet
Corporation), Cognizant Corporation and ACNielsemp@ration (incorporated by reference to Exhibify)@o the Annual Report
on Form 10-K of R.H. Donnelley Corporation (f.kldne Dun & Bradstreet Corporation) for the year ehBecember 31, 1996, file
number -7155, filed March 27, 1997

.20 Employee Benefits Agreement, dated as oblit28, 1996, among R.H. Donnelley Corporatidndf.The Dun & Bradstreet
Corporation), Cognizant Corporation and ACNielsemp@ration (incorporated by reference to Exhibitz)@o the Annual Report
on Form 10-K of R.H. Donnelley Corporation (f.kldne Dun & Bradstreet Corporation) for the year ehBecember 31, 1996, file
number -7155, filed March 27, 1997

.21 Agreement and Plan of Merger and Stock Raseli\greement, dated as of February 10, 2002, ¢thaong Moody’s Corporation,
XYZ Acquisition LLC, KMV LLC, KMV Corporation andhe principal members of KMV LLC and the sharehaddefr KMV
Corporation identified therein (incorporated byereince to Exhibit 2.1 to the Report on Form 8-Khef Registrant, file number 1-
14037, filed February 22, 200:

.22 Note Purchase Agreement, dated as of Oc&)®#000, among the Registrant and the purchasensd therein (incorporated by
reference to Exhibit 10.25 to the Report on Fori-K of the Registrant, file numbe-14037, filed March 21, 2003

.23 Form of 7.61% Senior Notes due 2005 (incatgal by reference to Exhibit 10.25 to the ReporForm 10-K of the Registrant, file
number -14037, filed March 21, 2003

.24t Amended and Restated 2001 Moody'’s CorpordtmnEmployees’ Stock Incentive Plan (incorporatgddference to Exhibit 10.1
to the Report on Form -Q of the Registrant, file numbe-14037, filed November 3, 200

.251 Form of Employee Non-Qualified Stock Optionl &estricted Stock Grant Agreement for the Amerafedi Restated 2001 Moody’s
Corporation Key Employees’ Stock Incentive Plarcdirporated by reference to Exhibit 10.2 to the Repo Form 10-Q of the
Registrant, file number-14037, filed November 3, 200«

.26T Form of Non-Employee Director Restricted St@eknt Agreement for the 1998 Moody’s CorporatiamnNEmployee Directors’
Stock Incentive Plan (as amended on April 23, 2@ditprporated by reference to Exhibit 10.3 to Report on Form 10-Q of the
Registrant, file number-14037, filed November 3, 200«

.27t 2004 Moody’s Corporation Covered Employee Gasbntive Plan (incorporated by reference to EitHib.4 to the Report on Form
1C-Q of the Registrant, file numbe-14037, filed November 3, 200

.28t Description of Bonus Terms under the 2004 M&oQorporation Covered Employee Cash Incentive Plecorporated by reference
to Exhibit 10.5 to the Report on Form-Q of the Registrant, file numbe-14037, filed November 3, 200

.29t Director Compensation Arrangements (incoraldiy reference to Exhibit 10.1 to the Report omF0-Q of the Registrant, file
number -14037, filed May 2, 2006
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21*
23*
31

32

.30

31

.32

.33

Agreement of Lease, dated as of Septemt#008, between the Registrant and 7 World TradeeZeinl C (incorporated by
reference to Exhibit 10.1 to the Report on Forr-Q of the Registrant, file numbe-14037, filed November 2, 200¢

Amendment No. 1 to Five-Year Credit Agreemdated as of October 26, 2006, among the Registtze borrowing
subsidiaries and lenders party thereto, The Bamies¥ York, as documentation agent, Citibank, Na&. syndication agent,
and JPMorgan Chase Bank, N.A., as administratieata@ncorporated by reference to Exhibit 10.2n® Report on Form
10Q of the Registrant, file numbe-14037, filed November 2, 200¢

Purchase and Sale Agreement, dated as aiazer 20, 2006, between Moodyioldings, Inc. and 99 Church Investors |
(incorporated by reference to Exhibit 99.2 to tlep®&t on Form 8-Kof the Registrant, file number4B37, filed November
22, 2006).

Moody’s Corporation 1999 Employee Stock Pase Plan (formerly, The Dun & Bradstreet Corporati999 Employee
Stock Purchase Plar

SUBSIDIARIES OF THE REGISTRANT List of Active Suldsaries as of January 31, 20l
Consent of PricewaterhouseCoopers LLP, an Indeperfigistered Public Accounting Fir
CERTIFICATIONS PURSUANT TO SECTION 302 OF THE SARBES-OXLEY ACT OF 2002

A
2%

Chief Executive Officer Certification Pursuado Section 302 of the Sarba-Oxley Act of 2002
Chief Financial Officer Certification Pursuteto Section 302 of the Sarba-Oxley Act of 2002

CERTIFICATIONS PURSUANT TO SECTION 906 OF THE SARBIES-OXLEY ACT OF 2002

A

2%

Certification Pursuant to 18 U.S.C. Secti@db0, as Adopted Pursuant to Section 906 of thiegas-Oxley 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 reference into fatfitings under the Securities Act of 1933 or tlee@ities Exchange Act
1934.)

Certification Pursuant to 18 U.S.C. Secti@b0, as Adopted Pursuant to Section 906 of thea®@s-Oxley Act of 2002.
(The Company has furnished this certification aodsdnot intend for it to be considered filed urither Securities Exchange
Act of 1934 or incorporated by reference into fattitings under the Securities Act of 1933 or tlee&ities Exchange Act
1934))

* Filed herewitr

T Management contract or compensatory plan or geraent
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1.
@
(b)
(©)
(d)
(e)
(f

)

(h)
(i)

Exhibit 10.33

Moody’s Corporation
1999 Employee Stock Purchase Plan

(Formerly, The Dun & Bradstreet Corporation
1999 Employee Stock Purchase Plan)

Definitions
“Account” means an Employee Stock Purchase Plan accountaimgidtby the Company or a designated recordke
“Board” means the Board of Directors of the Comp:
“Code” means the Internal Revenue Code of 1986, as ame
“Committee” means the Compensation & Benefits Committee oBiberd.
“Common Stocl” means common stock of the Company (formerly, comatook of The Dun & Bradstreet Corporatio
“Company” means Mood's Corporation, formerly known as The Dun & Bradstr€orporation

“Eligible Compensation” means the total amount paid by the Company or aigiSiary to the Eligible Employee (other than amisu
paid after termination of employment) as salaryg@g overtime, regular cash bonuses and commissindsany portion of such
amounts voluntarily deferred or reduced by theiBlggEmployee under any employee benefit plan ef@lompany or a Subsidiary
available to all levels of Employees on a nondiaratory basis upon satisfaction of eligibility té@ments, but excluding any pension,
retainers, severance pay, special stay-on bonusgyag, income derived from stock appreciation ggirtd stock options and
dispositions of stock acquired thereunder, paymeependent upon any contingency and other spegiaimerations (including
performance units). The Committee shall have tlleaity to determine and approve all forms of paypé included in the definition of
Eligible Compensation and may change the definitiora prospective bas

“Eligible Employe€e” means an Employee eligible to participate in th@Rlursuant to the provisions of sectiol

“Employee” means an individual classified as an employee {witie meaning of Code section 3401(c) and thelatigns thereunder)
by the Company or a Subsidiary on the Com|'s or such Subsidia’s payroll records during the relevant peri

1



() “Fair Market Value” means the mean of the high and low sales pricassbare of Common Stock on the New York Stock Emgha
on the last trading day of the applicable StoclkcRase Perioc

(k) “Participating Employee” means an Employee (1) for whom payroll deductioescarrently being made or (2) for whom payroll
deductions are not currently being made because blee has reached the limitation set forth inisect.

()  “Plan” means the Moody’s Corporation 1999 Employee Stagklrase Plan (formerly, The Dun & Bradstreet Coafion 1999
Employee Stock Purchase Pla

(m) “Regular Paychecl” means any l-weekly, limited hour, or monthly base salary payth
(n) “Stock Purchase Perio” means a calendar mon

(0) “Subsidiary” means any present or future corporation whichg3) ‘isubsidiary corporation” of the Company as tkan is defined in
Code section 424 and (2) is designated a partiogp&imployer by the Committe

2. Purpose of the Plar

The purpose of the Plan is to secure for the Compad its stockholders the benefits of the inceninherent in the ownership of the
Company’s capital stock by present and future Eygds of the Company and its Subsidiaries. The Blartended to comply with the
provisions of Code sections 421, 423, and 424.Alha may also include sub-plans applicable to dd8i-jurisdictions that are designed tc
outside the scope of Code section 423.

3. Shares Reserved for the Pla

There shall be reserved for issuance and purchaBaticipating Employees under the Plan an agdeagfa3 million shares of Common
Stock, subject to adjustment as provided in sedrShares subject to the Plan may be shares nbereafter authorized but unissued, or
shares that were once issued and subsequentiyisstgy the Company. If and to the extent that ragiyt to purchase reserved shares shall
not be exercised by any Participating Employeefor reason or if such right to purchase shall teate as provided herein, shares that have
not been so purchased hereunder shall again besaaiiable for the purposes of the Plan unless thae $hall have been terminated.

4.  Administration of the Plan

The Plan shall be administered, at the expendseo€bmpany, by the Committee. The Committee caneishot less than three members of
the Board who are not employees of the Companyndnadshall serve at the pleasure of the Board. Térar@ittee may request advice or
assistance from or employ such other persons aseasssary for proper administration of the Plarbj&t to the express provisions of the
Plan, the Committee shall have authority to intetfine Plan, to prescribe, amend, and rescind anldgegulations relating to it, and to make
all other determinations necessary or advisabé&lministering the Plan, all of which
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determinations shall be final and binding uporpalisons. Subject to the terms of the Plan, the Gtimermay delegate any or all of its
administrative duties under the Plan to a committagsisting of management employees of the Company.

The Committee may adopt rules or procedures rgjatirthe operation and administration of the Ptaadcommodate the specific
requirements of local laws and procedures in forgigisdictions. Without limiting the generality dfe foregoing, the Committee is
specifically authorized to adopt rules and proceduegarding the handling of payroll deductiongnment of interest, conversion of local
currency, payroll tax withholding procedures anddimng the stock certificates which may vary witicdl requirements.

The Committee may also adopt sub-plans applicabatticular Subsidiaries or locations, which sldmp may be designed to be outside the
scope of Code section 423. The rules of such saibsphay take precedence over other provisiongoPilhn with the exception of section 3,
but unless otherwise superseded by the terms ofaaety sub-plan, the provisions of this Plan shallegn the operation of such sub-plan.

5. Eligible Employees
Each Employee of the Company or any Subsidiaryl Seatligible to participate in the Plan, providedt such Employee:

(@) Isnotin a group of highly compensated empsyas defined in Code section 423(b)(4)(D), thatGommittee determines to be
ineligible to participate in the Plan; a

(b) Does not own, immediately after the right iarged, stock possessing five percent (5%) or mbiieectotal combined voting power or
value of all classes of capital stock of the Conypanof a Subsidiary

In determining stock ownership under this sectipth® rules of Code section 424(d) shall apply stodk that the Employee may purchase
under outstanding options shall be treated as stacied by the Employee.

For purposes of determining eligibility to partiatp in the Plan, (i) a person on an approved ledabsence with his or her employer shall be
deemed to be an Employee for the first 90 daysici $eave of absence and (ii) such Employee’s eynpdmt shall be deemed to have
terminated at the close of business on the 90ttoflayich leave of absence unless such Employekhshad returned to regular employment
prior to the close of business on such 90th dagmiretion of any Employee’s leave of absence, othan termination of such leave of
absence on return to regular employment, shallitet® an Employee’s employment for all purposethefPlan and shall terminate such
Employee’s participation in the Plan and right toghase shares under the Plan. Notwithstandinfptegoing, the 90-day limit described in
this paragraph shall not apply if the Employeeeave has reemployment rights guaranteed by law opbtract.
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6.  Election to Participate and Payroll Deductions

Each Eligible Employee may elect to participatéhia Plan during the enroliment period establishethb Committee that is just prior to the
applicable Stock Purchase Period. Participatioli Beaome effective as of the beginning of the &tBarchase Period immediately following
the applicable enroliment period during which tHigible Employee elected to participate in the Plan

Each Eligible Employee may elect a payroll deductidfrom 1% to 10% (in whole percentages) of BligiCompensation. Such percentage
shall be deducted from each Regular Paycheck. Brapof certain overseas Subsidiaries, as detedrbinéhe Committee to be unable to
legally require payroll deductions, may make edctheir payments by personal check rather thanglbgeduction.

Elections under this section 6 are subject toithé ket forth in section 7. All payroll deductioskall be credited, as promptly as practicable,
to an account in the name of the Participating Bygé and may be used by the Company for any cagprapose. No interest will be paid
or allowed on any money paid into the Plan or ¢eetlio the account of any Participating Employeeept as required by law.

Unless a Participating Employee elects otherwiskfaliows the procedures established by the Coramitb discontinue or change the rate of
payroll deductions, the rate of payroll deductishall continue through the then-current Stock PasetPeriod and for future Stock Purchase
Periods, unless the Committee determines to chidmggmaximum permissible contribution rate.

A Participating Employee may at any time ceasei@gation in the Plan by notifying the Company lre tmanner specified by the Committee.
The cessation will be effective as soon as prdulcavhereupon no further payroll deductions shalmade, and all accumulated payroll
deductions shall be used to purchase shares asi@tdan section 9. Any Participating Employee wigages to participate may elect to
participate during the applicable enrollment peffimda subsequent Stock Purchase Period, if thigibk.

Subject to the requirements of section 5, a Ppdtieig Employee who is on an approved leave ofrateswith his or her employer may
continue to participate in the Plan as though agtiemployed so long as such employee continubs fmaid Eligible Compensation.

7.  Limitation of Number of Shares That an Employeéviay Purchase

No right to purchase shares under the Plan shatiipan Employee to purchase stock under all emg@atock purchase plans of-
Company and its Subsidiaries at a rate which iratfgregate exceeds $25,000 of Fair Market Valigiol stock (determined at the time the
right is granted) for each calendar year in whighright is outstanding at any time.

8. Purchase Price

The purchase price for each share of Common Stuadklse eighty-five percent (85%) of the Fair Mark@lue of such share on the last
trading day of the applicable Stock Purchase Period



9. Method of Purchase and Investment Accounts

As of the last trading day of each Stock Purchas@®®, each Participating Employee shall be deemvétput any further action, to have
purchased the number of whole and fractional shafr€mmon Stock determined by dividing the amaafrttis or her accumulated payroll
deductions by the purchase price as determineélcitios 8. All such shares shall be deposited imsp Accounts for the Participating
Employees. All dividends paid with respect to sabhres shall be credited to each Participating Byeg's Account, and will be
automatically reinvested in whole and fractionargls of Common Stock.

10. Rights as a Stockholde!

At the time funds from a Participating Employeedymll deductions account are used to purchase Gon8iock, he or she shall have all of
the rights and privileges of a stockholder of trmmpany with respect to whole shares purchased uhdd?lan whether or not certificates
representing shares have been issued.

11. Rights Not Transferable

Rights granted under the Plan are not transfetabke Participating Employee other than by will lee taws of descent and distribution and
exercisable during his or her lifetime only by hemher.

12. Adjustment in Case of Changes Affecting the Compar's Common Stock

In the event of a subdivision of outstanding shafeSommon Stock, or the payment of a stock divilthereon, the number of shares
reserved or authorized to be reserved under thredPlall be increased proportionately, and suchr@tigistment shall be made as may be
deemed necessary or equitable by the Committegbelrvent of any other change affecting the Com8tork, such adjustment shall be m
as may be deemed equitable by the Committee topyoeer effect to such event, subject to the litintes of Code section 424.

13. Retirement, Termination, and Death

In the event of a Participating Employseétirement, death or termination of employmemirdua Stock Purchase Period, the amount of t
her accumulated payroll deductions shall be usquitohase shares of Common Stock on the last gatiig of such Stock Purchase Period.

14. Amendment of the Plan
The Board or the Committee may at any time, or ftone to time, amend the Plan in any respect.

15. Termination of the Plan
The Plan and all rights of Employees hereundel $ahinate:

(@) On the last trading day of the Stock Purchas® on which Participating Employees become ledtito purchase a number of shares
greater than the number of reserved shares rengaamvigilable for purchase;

(b) Atany time, at the discretion of the Board or @@mmittee.



In the event that the Plan terminates under cir¢amees described in subsection (a) above, resshaes remaining as of the termination
date shall be sold to Participating Employees proarata basis based on the total amount of pagieallictions accumulated by all
Participating Employees during the applicable Steakchase Period. Accumulated payroll deductiorexaess of the amount needed to
purchase the reserved shares remaining underdhesRall be refunded to the Participating Employeea pro rata basis.

16. Effective Date of the Plan

The Plan shall be effective as of January 1, 1988.Plan has been approved by the holders of arityagd the Common Stock of The Dun
Bradstreet Corporation on April 20, 1999. Effect®etober 2, 2000, the Plan was amended to refiectihange of name from The Dun &
Bradstreet Corporation 1999 Employee Stock PurcRéseto the Moody’s Corporation 1999 Employee Bt®archase Plan.

17. Governmental and Other Regulations

The Plan, and the grant and exercise of the righpairchase shares hereunder, and the Companygstibh to sell and deliver shares upon
the exercise of rights to purchase shares, shalbgct to all applicable Federal, state, andl llaees, rules and regulations, and to such
approvals by any regulatory or governmental agescynay, in the opinion of counsel for the Comp&m®yrequired.

18. No Employment Rights

The Plan does not, directly or indirectly, creat@ny Employee or class of employees any right véfipect to continuation of employment
the Company or a Subsidiary, and it shall not ek to interfere in any way with the Company’sher Subsidiary’s right to terminate, or
otherwise modify, an Employee’s employment at amet

19. Effect of Plan

The provisions of the Plan shall, in accordancé g terms, be binding upon, and inure to the fitog all successors of each Participating
Employee, including, without limitation, such Paipiating Employee’s estate and the executors, ddirators, or trustees thereof, and the
heirs and legatees and any receiver, trustee ikrbpity, or representative of creditors of suchtiBigating Employee.

20. Governing Law
The internal laws of the State of New York govelimmatters relating to the Plan.
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SUBSIDIARIES OF THE REGISTRANT
LIST OF ACTIVE SUBSIDIARIES AS OF JANUARY 31, 2007

Company Name

EXHIBIT 21

Jurisdiction of Creation

Moody's Latin America Calificadora de Riesgo S

Economy.com Pty. Ltc

MIS Funds Pty. Ltd

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

Moody's Central Europe (BVI) Ltc
Moody's China (BVI) Ltd.

Moody's Dubai (BVI) Ltd.

Moody's Holdings (BVI) Limited
Moody's Indonesia (BVI) Ltd

Moody's Investors Service (BVI) Lt
Moody's Israel Holdings, Inc

Moody's Latin America Holding Cory
Moody's South Africa (BVI) Ltd.
Moody's Wall Street Analytics, Inc
Moody's Wall Street Analytics International, Ir
Moody's Canada, Inc

Moody's Investors Service (Beijing) Lt
Moody's Investors Service Cyprus Limit
Moody's Central Europe A.¢

MIS Quality Management Cor
Moody's Assureco, Inc

Moody's Holdings, Inc

Moody's Investors Service, In
Moody's KMV Company Inc

Moody's Overseas Holdings In
Moody's France S.A.S

Argentina

Australia

Australia

Australia

Brazil

British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
British Virgin Islands
California

California

Canade

China

Cyprus

Czech Republi
Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

France



Moody's Deutschland Gmb Germany
Moody's Asia Pacific Ltd Hong Kong
Moody's China Financial Information Service, L Hong Kong
Moody' s KMV Hong Kong Limited Hong Kong
Moody's Investment Company India Pvt. L India

PT Moody's Indonesit Indonesie
Moody's Italia S.r.l. Italy

KMV Asia Japar
Moody's Japan Kabushiki Kais} Japar
MIRA, Kazakhstan LLC Kazakhstar
KIS Pricing, Inc. Korea
Korea Investors Service, In Korea
Moody's Investors Service (Korea) Ir Korea
Moody's Mauritius Holdings Ltd Mauritius
Administracon de Calificadora Mexico
Moody's de Mexico S.A. de C.\ Mexico
Moody's Assurance Company, Ir New York
Moody's Economy.con Pennsylvani:
Moody's Eastern Europe LL Russia
Moody's Interfax Rating Agenc Russis
Moody' s KMV Singapore Pte. Lt Singapore
Moody's Singapore Pte. Lt Singapore

Moody's Investors Service South Africa (Pty.) L

Moody's Investors Service Espana, S

South Africa
Spain

Moody's Taiwan Corp Taiwan

Moody's Interfax Rating Agency Ukraine LL Ukraine

Moody's Middle East Limitec United Arab Emirate
Economy.com (U.K.) Ltd United Kingdom
Moody's Holdings U.K. Ltd United Kingdom
Moody's Investors Service Lt United Kingdom

Moody's KMV Ltd. United Kingdom



EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢ee Registration Statements on Form S-8 (N83:57267, 333-57915, 333-60737,
333-64653, 333-68555, 333-81121, 333-47848, 33319602nd 333-126564) of Moody’s Corporation (formdmown as The Dun &
Bradstreet Corporation) of our report dated Felyr@8; 2007 relating to the consolidated financiatements, management’s assessment of

the effectiveness of internal control over finahcggporting and the effectiveness of internal colndwer financial reporting, which appears in
this Form 10-K.

/sl PRICEWATERHOUSECOOPERS LL
PricewaterhouseCoopers LI

New York, New York
February 28, 200



EXHIBIT 31.1

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

I, Raymond W. McDaniel, Jr., Chairman and Chief &xave Officer of Moody’s Corporation, certify that

1.
2.

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

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
periods covered by this repa

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15(c-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; an

d) Disclosed in this report any change in the tegid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

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

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

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

/sl RAYMOND W. MCDANIEL, JR.

Raymond W. McDaniel, J
Chairman and Chief Executive Offic

February 28, 200



EXHIBIT 31.2

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

I, Linda S. Huber, Executive Vice President ande€Rinancial Officer of Moody’s Corporation, ceytithat:

1.
2.

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

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

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15(c-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

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

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

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

/s/ LINDA S. HUBER

Linda S. Hube
Executive Vice President and Chief Financial Offi

February 28, 200



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 yeaided December 31, 2006 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Raymond W. McDanil, Chairman and Chief Executive
Officer of the Company, certify, pursuant to 18 €S8 1350, as adopted pursuant to Section 906eobarbanes-Oxley Act of 2002, that to
the best of my knowledge:

(1) the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof 1934; anc
(2) the information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

/sl RAYMOND W. MCDANIEL, JR.
Raymond W. McDaniel, J
Chairman and Chief Executive Offic

February 28, 200



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 yeaided December 31, 2006 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Linda S. Huber, Extaee Vice President and Chief
Financial Officer of the Company, certify, pursuémil8 U.S.C. § 1350, as adopted pursuant to $e806 of the Sarbanes-Oxley Act of
2002, that to the best of my knowledge:

(1) the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof 1934; anc
(2) the information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

/s/ LINDA S. HUBER
Linda S. Hube
Executive Vice President and Chief Financial Offi

February 28, 200



