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PART I
Iltem 1. Business

The Registrant, incorporated in December 1925 esebusiness, professional and educational markatsié the world with information
products and services. Key markets include finabasiness, education, construction, medical antlhemmputers and communications,
aerospace and defense. As a multimedia publistidgrdormation company, the Registrant employsaabtrange of media, including boo
magazines, newsletters, software, on-line datacsyCDROMSs, facsimile and television broadcasting. Mdgshe Registrant's products ¢
services face substantial competition from a varétsources.

The Registrant's 15,690 employees are located wigtéd They perform the vital functions of analyzithg nature of changing demands for
information and of channeling the resources necgssdill those demands. By virtue of the numeraogyrights and licensing, trade, and
other agreements, which are essential to suchindass the Registrant is able to collect, compite] disseminate this information. All book
manufacturing and magazine printing is handleduphoa number of independent contractors. The Ragi& principal raw material is paper,
and the Registrant has assured sources of supmlyngetitive prices, adequate for its businessisiee

Descriptions of the company's principal productsgld services and markets, and significant achiewsrare hereby incorporated by
reference from Exhibit
(13), pages 7 to 20 and pages 22 to 23 (textuanmaftof the Registrant's 1997 Annual Report targholders.

Information as to Industry Segments

The relative contribution of the industry segmenftthe Registrant and its subsidiaries to operatavgnue and operating profit and
geographic information for the three years endedeDwer 31, 1997 and the identifiable assets of sagiment at the end of each year, are
included in Exhibit (13), on page 40 in the Registls 1997 Annual Report to Shareholders and sdyancorporated by reference.
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Item 2. Properties

The Registrant leases office facilities at 383 tmees: 300 are in the United States. In additibe, Registrant owns real property at 24
locations: 20 are in the United States. The priadacilities of the Registrant are as follows:

Owned Square
or Feet
Domestic Leased (thousands) Business Unit
New York, NY leased 1,428 See Explanation Below
New York, NY leased 946 Financial Services
See Explanation Below
New York, NY leased 447 Various Operating Units
See Explanation Below
New York, NY leased 504 Financial Services
owned 346 Financial Services
New York, NY leased 64 Various Publishing Units
Hightstown, NJ owned See Explanation Below
Office and Data Ctr. 490
Warehouse 412 100% Leased to Non-
McGraw-Hill Tenant
Denver, CO owned 88 Broadcasting
San Diego, CA owned 43 Broadcasting
Indianapolis, IN leased 54 Broadcasting
Indianapolis, IN leased 79 CTB
Englewood, CO owned 133 Financial Services
Lexington, MA owned 53 Partially Vacant with
Non-McGraw-Hill Tenant
leased 122 Various Operating Units
and Non-McGraw-Hill
Subtenants
Peterborough, NH owned 51 Byte
Chicago, IL leased 68 Various Operating Units
and Non-McGraw-Hill
Subtenants
Washington, DC leased 73 Various Operating Units
Kent, WA leased Tower Group International
Warehouse/Dist. Ctr. 79
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Owned Square

or
Domestic (Cont.)

Feet

Leased (thousands)

Business Unit

Redondo Beach, CA leased Tower Group International
Mather, CA leased 56 CTB
Burr Ridge, IL leased 115 Various Publishing Units
See Explanation Below

Dubuque, 1A owned Higher Education

Office 107

Warehouse 279
Monterey, CA owned 215 CTB

Blacklick (Gahanna), OH owned

Various Operating Units

Book Dist. Ctr. 558
Office 73
Westerville, OH owned 59 Glencoe
Grove City, OH
Warehouse leased 160 School
Dallas, TX leased School
Assembly Plant 148
Warehouse 72
Desoto, TX
Book Dist. Ctr. leased 382 School
Foreign
Whitby, Canada owned McGraw-Hill Ryerson Ltd./
Office 80 Non-McGraw-Hill Tenant
Book Dist. Ctr. 80
Maidenhead, England leased 85 McGraw-Hill International

(UK.) Ltd.

The Registrant's major lease covers space in #dduarters building in New York City. The buildirggowned by Rock-McGraw, Inc., a
corporation in which the Registrant and RockefaBeoup, Inc. are the sole shareholders. The Registrccupies approximately 830,000
square feet of the rentable space under a 30-gase lexpiring June 30, 2002 and subleases fowitsaocount approximately 598,000 square

feet of space. The company has entered into a eugpital agreement with Rock-McGraw, Inc. to sureeradportion of its occupied space
starting in 1998.
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The largest complex owned by the Registrant isteztan Hightstown, NJ which houses the officesdocounting operations, data processing
services, other service departments and a warehdbsevarehouse in Hightstown, NJ is leased tmarte

The Registrant leases approximately 75 percentiilding in Burr Ridge, IL. The building is owndy Burr Ridge Parkway Limited
Partnership, in which the Registrant has a 50 p¢m@e&nership interest. The leased space is occupigde higher education business that
was acquired by the Registrant in October, 199 flames Mirror. During January 1998, the Registrexgrcised its option to sell its interest
in the limited partnership to Times Mirror for $50million.

At the end of 1997, the Registrant signed 2 newdsdn the New York City area. The lease for thiglmg at 55 Water Street for 946,048
square feet of space and expiring in March 202Dheilise Standard & Poor's Financial Informatiorvi®ess and Standard & Poor's Ratings
Services divisions. The lease at 2 Penn Plazadfp400 square feet also expires March 2020 anchweilke various Educational &
Professional Publishing Group and Information & NéeServices Group operations.
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Item 3. Legal Proceedings
County of Orange v. McGraw-Hill Companies, Inc.

In previous filings, Registrant reported that a @taint was filed on June 11, 1996, in the Unitealt&t Bankruptcy Court, Central District of
California, in an action captioned County of Orang&icGraw-Hill Companies, Inc., d/b/a Standard 8oPs (Case No. SA 94-22272-JR;
Adversary No. SA 96-01624R). The Complaint alleged that Standard & Poagadhed its contracts with Orange County, was peid@ally
negligent and aided and abetted the County's officebreaching their fiduciary duty by, inter aléssigning unduly high ratings to debt
instruments issued by the County and by failingdaise the County's Board of Supervisors of thegdl acts being committed by the Cour
officers. On October 17, 1996, the United Statestriat Court, Central District of California, graut Registrant's motion to withdraw the
Bankruptcy Court reference. The action was transteto the United States District Court for the CalrDistrict of California (Case No. SA
CV 96-765-GLT) upon the filing on December 4, 1989&he Bankruptcy Court's ruling on Registrant'sioioto dismiss the Complaint. In
that ruling, the Bankruptcy Court granted Regidtsamotion to dismiss the County's aiding and afgettlaim, but denied it as to the breac
contract and professional negligence claims. Regisappealed this decision to the District Courtol, on March 18, 1997, dismissed the
County's professional negligence claim, with leevamend. On April 9, 1997, the County filed an Avded Complaint for breach of contract
and professional malpractice. On April 28, 199%¢, Registrant filed a motion to dismiss the prof@sal malpractice claim, which was denied
by the District Court on June 2, 1997. Discoverg bammenced. The Registrant continues to belieatethie allegations of the Complaint l:
merit and intends to vigorously contest the action.

Julian H. Robertson, Jr. v. The McGraw-Hill Companies, Inc.

On September 5, 1997, a Complaint was filed in Nerk State Supreme Court in an action captioneidui. Robertson, Jr. v. The
McGraw-Hill Companies, Inc., et al. (Index No. 18387); an Amended Complaint was filed on Septemfiel1997. The Amended
Complaint alleged that an article about Mr. Rolmrtsntitled "The Fall of the Wizard of Wall Streetiblished in the April 1, 1996 issue of
Business Week was false and defamatory. The Ame@detplaint sought compensatory damages in the anoddb00 million and punitive
damages in the amount of $500 million. On OctolBr1®97, the Registrant filed a motion for summadgment seeking dismissal of the
Amended Complaint on statute of limitations grour@s December 17, 1997, the parties announcegoimiastatement that the Robertson
litigation had been dismissed with prejudice pundéda a settlement agreement. No money or othantial consideration was involved in the
settlement.
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Item 4. Submission of Matters to a Vote of Securityolders
No matters were submitted to a vote of Registramttsirity holders during the last quarter of theqgokecovered by this Repo
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Executive Officers of Registrant

Name Age Posi
Jo-;e-ph L. Dionnem 64 ""Chairman and
Harold McGraw I 49 President and
Robert J. Bahash 52 Executive Vic

Chief Fin

John D. Negroponte 58 Executive Vic

tion
Chief Executive Officer
Chief Operating Officer

e President and
ancial Officer

e President, Global Markets

Jeffrey Williams 46 Executive Vic e President, Global
Markets a nd Strategic Development
Scott L. Bennett 48 Senior Vice P resident, Secretary
and Assoc iate General Counsel
Frank J. Kaufman 53 Senior Vice P resident, Taxes

Barbara B. Maddock 47 Senior Vice P resident, Human Resources

Barbara A. Munder 52 Senior Vice P resident, Corporate Affairs
Frank D. Penglase 57 Senior Vice P resident, Treasury Operations
Kenneth M. Vittor 48 Senior Vice P resident and General Counsel

Thomas J. Kilkenny 39 Vice Presiden t and Controller

All of the above executive officers of the Registrhave been full-time employees of the Registfaninore than five years except for
Barbara Maddock, John Negroponte, and Jeffrey svil.

Ms. Maddock, prior to her becoming an officer o fRegistrant on August 1, 1994, was Senior VicsiBest, Human Resources for Cigna
Healthcare from July 1993 through July 1994. Prasfip, she was with Philip Morris Companies, Incanshe held a number of Human
Resources positions from 1980 through 1993.

Mr. Negroponte, prior to his becoming an officeitled Registrant on September 2, 1997, was witltthited States Diplomatic Corps for 37
years where he held numerous senior positiongydinad) ambassador to Mexico, the Philippines, andddoas

Mr. Williams resigned from the Registrant on Jagur1998. Prior to his becoming an officer of Registrant on September 25, 1996, Mr.
Williams was with Morgan Stanley for 17 years whieecheld numerous senior management positions, raosttly in the Investment
Banking Department as Managing Director, GlobaE€emmunications and Media since 1991.

On January 28, 1998, the Registrant's Board ofdire announced that effective as of April 29, 189®wing the Annual Meeting of
Shareholders, Harold McGraw 1l shall become thée€CExecutive Officer of the Registrant, and JoskepBionne, who shall retire as of July
1, 1998, shall continue as non-executive ChairnidheoBoard of Directors of the Registrant.
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PART Il
Item 5. Market for the Registrant's Common Stock aml Related Stockholder
Matters

The approximate number of holders of the Compatrismon stock as of February 28, 1998 was 5,286.

1997 1996
Dividends per share of common stock:
$.36 per quarter in 1997 $1.44
$.33 per quarter in 1996 $1.32

Information concerning other matters is incorpaddierein by reference from Exhibit (13), from pa@eof the 1997 Annual Report to
Shareholders.

Item 6. Selected Financial Data
Incorporated herein by reference from Exhibit (¥8)m the 1997 Annual Report to Shareholders, piigand page 47.

Item 7. Management's Discussion and Analysis of Famcial Condition and
Results of Operations

Incorporated herein by reference from Exhibit (¥8)m the 1997 Annual Report to Shareholders, pages 32.

Item 7A. Market Risk

Incorporated herein by reference from Exhibit (¥8)m the 1997 Annual Report to Shareholders, [3ge

Item 8. Consolidated Financial Statements and Suppientary Data

Incorporated herein by reference from Exhibit (¥8)m the 1997 Annual Report to Shareholders, p88ea® 44 and page 48.

Item 9. Changes in and Disagreements with Accountémon Accounting and
Financial Disclosure

None



PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

Information concerning directors is incorporatedeire by reference from the Registrant's definifivexy statement dated March 24, 1998 for
the annual meeting of shareholders to be held ail 2@, 1998.

Item 11. Executive Compensation

Incorporated herein by reference from the Regisgaefinitive proxy statement dated March 24, 1888he annual meeting of shareholders
to be held on April 29, 1998.

Item 12. Security Ownership of Certain Beneficial @vners and Management

Incorporated herein by reference from the Regisgalefinitive proxy statement dated March 24, 1898he annual meeting of shareholders
to be held April 29, 1998.

Item 13. Certain Relationships and Related Transa&ns

Incorporated herein by reference from the Regisgalefinitive proxy statement dated March 24, 1898he annual meeting of shareholders
to be held April 29, 1998.
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PART IV
Item 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.
(@) 1. Financial Statements.
2. Financial Statement Schedules.

The McGraw-Hill Companies Index to Financial Stagens And Financial Statement Schedules

Reference
Annual Report
Form  to Share-
10-K holders (page)
Data incorporated by reference from
Annual Report to Shareholders:

Report of Independent Auditors............... 45
Consolidated balance sheet at
December 31, 1997 and 1996.............. 34-35

Consolidated statement of income

for each of the three years in

the period ended December 31, 1997...... 33
Consolidated statement of cash flows

for each of the three years in the

period ended December 31, 1997.......... 36
Consolidated statement of shareholders'

equity for each of the three years in

the period ended December 31, 1997...... 37
Notes to consolidated financial

statements.........ccccveeveeieneennn. 38-44
Quarterly financial information.............. 48
Consent of Independent Auditors.............. ... 45

Consolidated schedule for each of the three
years in the period ended December 31, 1997:

Il - Reserves for doubtful accounts
and sales returns................... ... 50
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All other schedules have been omitted since thaeired) information is not present or not preserdrimounts sufficient to require submission
of the schedule, or because the information redugéncluded in the consolidated financial statete®r the notes thereto.

The financial statements listed in the above ingdhich are included in the Annual Report to Sharébd for the year ended December 31,
1997 are hereby incorporated by reference in Exfill3). With the exception of the pages listechie &bove index, the 1997 Annual Repo
Shareholders is not to be deemed filed as pateof 14 (a)(1).

(@) (3)Exhibits.

(2) Exchange Agreement dated as of July 3, 1996d®t The Times Mirror Company, Mosby-Year Book, land The McGraw-Hill
Companies, Inc., as amended as of October 15, 189fporated by reference from Registrant's FotkhfBed October 29, 1996.

(3) Articles of Incorporation of Registrant incorpted by reference from Registrant's Form 10-kttieryear ended December 31, 1995.
(3) By-laws of Registrant.

(4) Indenture dated as of June 15, 1990 betweeRdkyéstrant, as issuer, and the Bank of New Yaskrastee, incorporated by reference f
registrant's Form SE filed August 3, 1990 in cotioacwith Registrant's Form 10-Q for the quartedexh June 30, 1990.

(4) Instrument defining the rights of security hesl, certificate setting forth the terms of the iRzgnt's 9.43% Notes due 2000, incorporated
by reference from Registrant's Form SE filed Au@jst990 in connection with Registrant's Form 1€(the quarter ended June 30, 1990.

(4) Instrument defining the rights of security henigl, certificate setting forth the terms of the Regnt's Medium-Term Notes, Series A,
incorporated by reference from Registrant's Fornfi®H November 15, 1990 in connection with Registts Form 10 for the quarter endkt
September 30, 1990.

(10) Rights Agreement dated as of October 25, 1##@een Registrant and Manufacturers Hanover Tastipany, incorporated by
reference from Registrant's Form SE dated OctoBet 289 in connection with Registrant's Form 8-A.

(10)* Restricted Stock Award Agreement dated Decemdl) 1987 incorporated by reference from Regisgdtorm SE filed March 30, 1988
in connection with Registrant's Form 10-K for theayended December 31, 1987.

(10)* Restricted Performance Share Award datedalgn?, 1997, incorporated by reference from Regids Form 10-K for the year ended
December 31, 1996.

(10) Indemnification Agreements between Registeantt each of its directors and certain of its exeeudfficers relating to said directors' and
executive officers' services to the Registrantpiporated by reference from Registrant's Form & filarch 27, 1987 in connection with
Registrant's Form 10-K for the year ended DecerBihel986.
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(10)* Registrant's 1983 Stock Option Plan for Gdfie and Key Employees, incorporated by refererara fRegistrant's Form SE filed March
29, 1990 in connection with Registrant's Form 1fKthe year ended December 31, 1989.

(10)* Registrant's 1987 Key Employee Stock Incemflan, incorporated by reference from Registréauttsn 10-K for the year ended
December 31, 1993.

(10)* Registrant's 1993 Key Employee Stock Incemflan, incorporated by reference from Registrétisy Statement dated March 25,
1997.

(10)* Registrant's 1996 Key Executive Short Termelntive Compensation Plan, incorporated by referdmon Registrant's Proxy Statement
dated March 21, 1996.

(10)* Registrant's Key Executive Short-Term InceatDeferred Compensation Plan incorporated by eefar from Registrant's Form 10-K
for the year ended December 31, 1996.

(10)* Registrant's Executive Deferred Compensaftam, incorporated by reference from RegistrardteFSE filed March 28, 1991 in
connection with Registrant's Form 10-K for the yeaded December 31, 1990.

(10)* Registrant's Senior Executive Severance Rteorporated by reference from Registrant's FoHErfiled March 29, 1989 in connection
with Registrant's Form 10-K for the year ended Daoer 31, 1988.

(10) Credit Agreement dated as of February 13, E88@ng the Registrant, the Banks' signatory theeetd The Chase Manhattan Bank, as
administrative agent incorporated by reference fRegistrant's Form 8-K filed February 19, 1997.

(10)* Registrant's Employee Retirement Account FBapplement, incorporated by reference from Regjiss Form SE filed March 28, 1991
in connection with Registrant's Form 10-K for theayended December 31, 1990.

(10)* Registrant's Employee Retirement Plan Supplemincorporated by reference from RegistrantisnF8E filed March 28, 1991 in
connection with Registrant's Form 10-K for the yeaded December 31, 1990.

(10)* Registrant's Savings Incentive Plan Supplédmanorporated by reference from Registrant's F8Efiled March 28, 1991 in
connection with Registrant's Form 10-K for the yeaded December 31, 1990.

(10)* Registrant's Senior Executive SupplementatbgeDisability & Retirement Benefits Plan, incorgted by reference from Registrant's
Form SE filed March 26, 1992 in connection with Ré@nt's Form 10-K for the year ended Decembed92].

(10)* Registrant's 1993 Stock Payment Plan for @oes, incorporated by reference from Registrdfitsxy Statement dated March 21, 1993.

(10)* Resolutions Terminating Registrant's 1993c&tBayment Plan for Directors, as adopted on Jgriar1996, incorporated by reference
from Registrant's Form 10-K for the year ended Ddner 31, 1996.

(10)* Registrant's Director Retirement Plan, inavgied by reference from Registrant's Form SE filedch 29, 1990 in connection with
Registrant's Form 10-K for the year ended Decerlhel989.
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(10)* Resolutions Freezing Existing Benefits andrii@ating Additional Benefits under Registrant'sdators Retirement Plan, as adopted on
January 31, 1996, incorporated by reference frogigRant's Form 10-K for the year ended Decembed 3%6.

(10)* Registrant's Director Deferred CompensatitanPincorporated by reference from Registrantisr=b0-K for the year ended December
31, 1993.

(10)* Director Deferred Stock Ownership Plan, impanated by reference from Registrant's Proxy Statémated March 21, 1996.
(12) Computation of ratio of earnings to fixed ajes.

(13) Registrant's 1997 Annual Report to Sharehsldg&uch Report, except for those portions therdothvare expressly incorporated by
reference in this Form 10-K, is furnished for thiormation of the Commission and is not deemeadfilas part of this Form 10-K.

(21) Subsidiaries of the Registrant.

(23) Consent of Ernst & Young LLP, Independent Aoidi.
(27) Financial Data Schedule.

(b) Reports on Form 8-K.

No report on Form-K was filed by the Registrant in the last quadevered by this Form 10-K.

* These exhibits relate to management contract®ompensatory plan arrangements.
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Signatures

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

The McGraw-Hill Companies, Inc.

Registrant

By: /s/ Kenneth M Vittor

Kenneth M Vittor
Seni or Vice President and General Counsel
March 26, 1998

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed orciM26, 1998 on behalf of Registrant by
the following persons who signed in the capaciieset forth below under their respective namegistant's board of directors is comprised
of fourteen members and the signatures set fottwbef individual board members, constitute at teamajority of such board.

/sl Joseph L. Dionne

Joseph L. Dionne
Chai rman and Chi ef Executive O ficer
Director

/sl Harold McGaw |11

Harold McGraw |11
Presi dent and Chief Operating Oficer
Di rector

/sl Robert J. Bahash

Robert J. Bahash
Executive Vice President and
Chi ef Financial Oficer
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/sl Thomas J. Kil kenny

Thomas J. Kil kenny
Vice President and Controller

/sl Pedro Aspe

Pedro Aspe
Director

/sl Vartan Gregorian

Vartan Gregorian
Di rector

/sl John T. Hartley

John T. Hartley
Director

/sl George B. Harvey

Ceorge B. Harvey
Di rector

/sl Richard H Jenrette

Richard H Jenrette
Director

/sl Linda Koch Loriner

Li nda Koch Lori mer
Director
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/sl  Robert P. MG aw

Robert P. McG aw
Director

/sl Lois D. Rice

Lois D. Rice
Director

/sl Paul J. Rizzo

Paul J. Rizzo
Director

/sl Janes H. Ross

Janmes H. Ross
Director

/sl Sidney Taurel

Si dney Taurel
Director
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Exhibit (3)
THE McGRAW -HILL COMPANIES, INC.
BY-LAWS
(As amended April 30, 1997)
ARTICLE |
STOCKHOLDERS

1. A meeting of the stockholders shall be held aflpuwheresoever designated by the Board of Dimsobn the last Wednesday in April of
each year or on such other date as a resolutitreddoard of Directors may designate, for the psepaf electing directors, hearing the reg
of officers and directors, and for the transactibsuch other business required or authorized tinarsacted by the stockholders. Any
previously scheduled annual or special meetindamfkholders may be postponed by resolution of tharB of Directors, upon public notice
given prior to the date scheduled for such meeting.

2. Unless waived in writing by all stockholderstioe of the time, place and object of such meesimgjl be given by mailing, at least ten days
previous to such meeting, postage prepaid, a cbpyah notice, addressed to each stockholder @tduieess as the same appears on the |
of the Company.

3. Special meetings of stockholders for whatsopuepose shall be held at the principal office @& @ompany or at such other place as may
be designated by a
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resolution of the Board of Directors and may orgydalled pursuant to a resolution approved by @ritgjof the Board of Directors.

4. Notice of each special meeting, except whereratise expressly provided by statute, and unlessadan writing by every stockholder
entitled to vote, stating the time, place and inegal terms the purpose or purposes thereof, bhatlailed not less than thirty nor more than
fifty days prior to the meeting to each stockholdehis address as the same appears on the botiies @dmpany.

5. At a meeting of stockholders the holders of gonitst of the shares entitled to vote, being preésemerson or represented by proxy, shall be
a quorum for all purposes, except where otherwisgiged by statute or by the certificate of incagtmn.

6. If at any meeting a quorum shall fail to attémgerson or by proxy, a majority in interest aicitholders entitled to vote present or
represented by proxy at such meeting may adjowmibeting from time to time without further notioetil a quorum shall attend and
thereupon any business may be transacted whicht inégyle been transacted at the meeting as origioallgd had the same been then held.
The Chairman of a meeting of stockholders may adjsuch meeting from time to time, whether or hetr¢ is a quorum of stockholders at
such meeting.
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7. The Chairman of the Board, and in his absene@thsident, and in his absence a Chairman apgddigtthe Board of Directors, shall call
meetings of the stockholders to order and shalha&@hairman thereof.

8. The Secretary of the Company shall act as Segrat all meetings of the stockholders and iraisence the Chairman of the meeting may
appoint any person to act as Secretary.

9. At each meeting of stockholders every stockhodaitled to vote may vote in person or by proamyd shall have one vote for each share of
stock registered in his name. The Board of Directoay fix a day not more than fifty days prior ke day of holding any meeting of the
stockholders as the day as of which stockholdetilezhto notice of and to vote at such meetingldtedetermined, and all persons who s

be holders of record of voting stock at such timé ao other shall be entitled to notice of anddtewvat such meeting.

10. At all elections of directors the polls shal dpened and closed, the proxies shall be receinddaken in charge and all ballots shall be
received and counted by two inspectors who shadigmointed by the Board. If any inspector shallttaattend or refuse to act, the vacancy
may be filled at the meeting by the
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Chairman of the meeting. No candidate for elecéismlirector shall be appointed an inspector.

11. The inspectors shall, before entering upordibeharge of their duties, be sworn to faithfutkeeute the duties of inspector at such
meeting with strict impartiality and according teetbest of their ability.

ARTICLE I-A

NOMINATION OF DIRECTORS AND PRESENTATION
OF BUSINESS AT STOCKHOLDER MEETINGS

1. Nominations of persons for election to the Baafr@irectors of the Company and the proposal ditess to be considered by the
stockholders may be made at an annual meetingcktsplders (i) pursuant to the Company's noticmeéting, (ii) by or at the direction of
the Board of Directors or (iii) by any stockholadgrthe Company who was a stockholder of recorti@time of giving of notice provided for
in this Article I-A, who is entitled to vote at tmeeeting and who complied with the notice procedse forth in this Article I-A.

2. For nominations or other business to be progmdught before an annual meeting by a stockhgdesuant to clause (iii) of Section 1 of
this Article I-A, the stockholder must have givémely notice thereof in writing to the Secretarytio¢
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Company. To be timely, a stockholder's notice dbaltielivered to the Secretary at the principatetiee offices of the Company not less
than 60 days nor more than 90 days prior to tis¢ dinniversary of the preceding year's annual mgepirovided, however, that in the event
that the date of the annual meeting is advanceddrg than 30 days or delayed by more than 60 days $uch anniversary date, notice by
the stockholder to be timely must be so deliveradearlier than the 90th day prior to such annuséting and not later than the close of
business on the later of the 60th day prior to suofual meeting or the 10th day following the dayadich public announcement of the date
of such meeting is first made. Such stockholdeastica shall set forth (i) as to each person whoenstiockholder proposes to nominate for
election or reelection as a director all informatrelating to such person that is required to eldsed in solicitations of proxies for election
of directors, or is otherwise required, in eactegagrsuant to Regulation 14A under the SecuritiehBnge Act of 1934, as amended (the
"Exchange Act") (including such person's writtemsent to being named in the proxy statement asrare® and to serving as a director if
elected); (ii) as to any other business that theks$tolder proposes to bring before the meetingjed bescription of the business desired to be
brought before the meeting, the reasons for conttystich business at the meeting and any matatexeist in such business of such
stockholder and the beneficial owner, if any, orosghbehalf the proposal is made; (iii) as to tbeldtolder giving the notice and the
beneficial owner, if any, on whose behalf the naation or proposal is made

(@)
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the name and address of such stockholder, as gmaaon the Company's books, and of such berdfiwiger and (b) the class and number
of shares of the Company which are owned bendificald of record by such stockholder and such heiaébwner.

Notwithstanding anything in the second sentendgisfSection 2 to the contrary, in the event thatriumber of directors to be elected to
Board of Directors of the Company is increasedthede is no public announcement naming all of tiinees for director or specifying the
size of the increased Board of Directors made byGbmpany at least 70 days prior to the first agnsiary of the preceding year's annual
meeting, a stockholder's notice shall also be demnsd timely, but only with respect to nomineesaioy new positions created by such
increase, if it shall be delivered to the Secretdrthe principal executive offices of the Companoy later than the close of business on the
10th day following the day on which such public anncement is first made by the Company.

3. Only such business shall be conducted at aap®eieting of stockholders as shall have been Ihtdogfore the meeting pursuant to the
Company's notice of meeting. Nominations of perdonglection to the Board of Directors may be matia special meeting of stockholders
at which directors are to be elected pursuantedtbmpany's notice of meeting (A) by or at thedion of
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the Board of Directors or (B) provided that the Bbaf Directors has determined that directors dhalélected at such special meeting, by
stockholder of the Company who is a stockholdeeobrd at the time of giving of notice provided foithis Article I-A, who shall be entitled
to vote at the meeting and who complies with thigceqorocedures set forth in this Article I-A. Imetevent the Company calls a special
meeting of stockholders for the purpose of electing or more directors to the Board, any such stoider may nominate a person or persons
(as the case may be), for election to such pog#fjaas specified in the Company's notice of meetitge stockholder's notice required by
Section 2 of this Article I-A shall be deliveredttte Secretary at the principal executive officee Company not earlier than the 90th day
prior to such special meeting and not later thanctbse of business on the later of the 60th diy o such special meeting or the 10th day
following the day on which public announcementiistfmade of the date of the special meeting arttie@éhominees proposed by the Board of
Directors to be elected at such meeting.

4. Only such persons who are nominated in accoeda#ith the procedures set forth in this Article lshAall be eligible to serve as directors
and only such business shall be conducted at amgesftstockholders as shall have been broughtrbdfee meeting in accordance with the
procedures set forth in this Article I-A. The Cimaén of the meeting of stockholders shall have thego and duty to
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determine whether a nomination or any businessgsegbto be brought before the meeting was madeciorédance with the procedures set
forth in this Article I-A and, if any proposed namaition or business is not in compliance with thiicke I-A, to declare that such defective
nominations or proposal shall be disregarded.

5. For purposes of this Article I-A, "public ann@m@ment" shall mean disclosure in a press relegsetssl by the Dow Jones News Service,
Associated Press or comparable national news seovim a document publicly filed by the Companyhwhe Securities and Exchange
Commission pursuant to Sections 13, 14 or 15(dh@fExchange Act.

6. Notwithstanding the foregoing provisions of thAidicle I-A, a stockholder shall also comply wili applicable requirements of the
Exchange Act and the rules and regulations therunidh respect to the matters set forth in thiicke I1-A. Nothing in this Article I-A shall
be deemed to affect any rights of stockholdergtuest inclusion of proposals in the Company'sypstatement pursuant to Rule 18ande
the Exchange Act.
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ARTICLE II
BOARD OF DIRECTORS

1. The business and affairs of the corporationl fleainanaged under the direction of the Board oé®ors. Unless and until changed as
provided in this Section 1 of this Article Il, tmember of directors constituting the Board of Dioes shall be fourteen (14). The Board of
Directors shall have power from time to time andrat time, by vote of a majority of the total numbédirectors which the corporation
would have if there were no vacancies on the Baarthcrease or reduce the number of directorstitating the Board of Directors to such
number (subject to any limits contained in theifieate of incorporation) as the Board of Directstwll determine, but in no event to less
twelve (12) or more than twenty-five (25). Subjexthe express terms and conditions of the ceatéiof incorporation and these By-Laws,
the directors shall have the usual and customamemand duties of directors of a corporation; alsp and all powers given and permittec
law; and also power to exercise any and all powétke corporation, and to do any and all acts eittany prior action taken or consent gi
by the stockholders, unless required by law, orcééficate of incorporation, or by these By-Lawlse directors may exercise all powers, and
do all acts and things which are not, by statuteyathe certificate of incorporation or these Byalsa expressly directed or required to be
exercised or done by the stockholders.
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2. Without prejudice to the general powers confiby the last preceding section, and the other ppa@nferred by the certificate of
incorporation and by these By-Laws, it is herebgregsly declared that the Board of Directors dee the following powers, that is to say:

FIRST: From time to time to make and change ruhekragulations, not inconsistent with these By-Laflesthe management of the
Company's business and affairs.

SECOND: To purchase or otherwise acquire for then@any and property, rights or privileges which @@mpany is authorized to acquire
such price and on such terms and conditions, ansufth consideration, as they shall, from timert®t see fit.

THIRD: At their discretion to pay for any propeuy rights acquired by the Company, either whollyartly, in money or in stocks, bonds,
debentures or other securities of the Company.

FOURTH: To appoint and at their discretion removeuspend such subordinate officers, agents oastsypermanently or temporarily, as
they may, from time to time, think fit, and to deténe their duties, and fix, and, from time to tinabange their salaries or emoluments, at
require security in such instance and in such atsoamthey think fit.

FIFTH: To confer by resolution upon any electe@ppointed officer of the Company the power to cleposmove or suspend subordinate
officers, agents or servants.

SIXTH: To appoint any person or persons to accegtheld in trust for the Company any property bglog to the Company, or in which it
interested, or for any other purpose, and to exeant do all such duties and things as may besigin relation to any such trust.

SEVENTH: To determine who shall be authorized ean@ompany's behalf, to sign bills, notes, recegutseptances, endorsements, checks,
releases, contracts and documents.
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EIGHTH: From time to time to provide for the managmt of the affairs of the Company, at home or ayin such manner as they see fit,
and in particular, from time to time, to delegaty af the powers of the Board of Directors in tloeise of the current business of the
Company, to any special or standing committee antpofficer or agent, and to appoint any persorisetthe agents of the Company, with
such powers (including the power to sub-delegate),upon such terms, as may be thought fit.

NINTH: To appoint an Executive Committee of threenmre directors and such other persons as magdedahereto by specific resoluti

of the Board, who may meet at stated times, oratice to all by any of their own number; who shgherally perform such duties and
exercise such powers as may be directed or detbgstthe Board of Directors from time to time. TBeard may delegate to such Committee
authority to exercise the powers of the Board wthileBoard is not in session, except as otherwiseiged by law. The Executive Committee
shall keep regular minutes of its proceedings apont the same to the Board when required.

3. Each director shall serve for the term for whiehshall be elected and until his successor beathosen and shall accept his election, but
any director may resign at any time.

4. The directors may hold their meetings and maaetza office and keep the books of the Companydt place or places as the Board from
time to time may determine.

5. A regular meeting of the Board of Directors sbalheld each year, either immediately followimgoarnment of the Annual Meeting of
Stockholders or at such other time as may be fixethe Chairman of the Board or the President bud o
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date no later than 60 days following the adjournneéthe Annual Meeting of Stockholders, for thegase of electing officers, members of
the Executive Committee, members of the other cdtess of the Board, and to organize the Boardherensuing year. Regular meetings of
the Board of Directors shall also be held monthlguech time and place as may be fixed by the Clairof the Board, or the President. No
shall be given to each director of the date of eaglilar meeting by the Secretary in the same nraamprovided in Article Il, Section 7, of
these By-Laws for notice of special meetings oécliors.

6. Special meetings of the Board shall be held whencalled by the Chairman, or by the Presidaritydhe Secretary upon receiving the
written request of a majority of the directors loé Board then in office. If so specified in theioetthereof, any and all business may be
transacted by a special meeting.

7. The Secretary shall give notice to each direst@ach special meeting by mailing the same,a#tlavo days before the meeting, or by
telegraphing or telephoning not later than the laefpre the meeting. If every director shall be presat any meeting any business may be
transacted without previous notice.

8. A majority of the entire Board of Directors dr@institute a quorum for the transaction of bussmexcept where otherwise provided by
statute or by the certificate
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of incorporation or by these By-Laws, and a majooit those present at the time and place of anylae@r special meeting may adjourn the
same from time to time without notice.

9. Any one or more members of the Board may padieiin a meeting of the Board by means of a cenfa telephone or similar
communications equipment allowing all persons paguditing in the meeting to hear each other at éimeestime. Participation by such means
shall constitute presence in person at a meeting.

ARTICLE Il
COMMITTEES

1. The Board may appoint such committees, as it degyn advisable. Committees so appointed shall izste powers and duties as may be
specified in the resolution of appointment.

2. Each committee shall keep regular minutes girit€eedings and report the same to the Board wdwgrired.

3. Any one or more members of any such committeg pasticipate in a meeting of such committee by mseaf a conference telephone or
similar communications equipment allowing all pers@articipating in the meeting to hear
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each other at the same time. Participation by sueans shall constitute presence in person at angeet

4. Any action required or permitted to be takearat meeting of any committee may be taken withaueating, if all members of the
committee consent in writing to the adoption oéaalution authorizing the action and if the redoluand the written consent thereto are filed
with the proceedings of the committee.

ARTICLE IV
OFFICERS

1. The elective officers of the Corporation othert directors shall be a Chairman of the Boardicéd@ors, a President, one or more Vice-
Presidents, a Secretary and a Treasurer. Any twiecdiforesaid offices may be filled by the sansq®e For purposes of these By-Laws the
office of Vice-President also may include one orenéxecutive Vice-Presidents and one or more Séfiea-Presidents. The term of office
of each of said officers shall continue until thexhannual election of directors and the seleabihis successor by the Board of Directors.
Any officer may, at any time, with or without caube suspended or removed from office by the a#iive vote of a majority of the entire
Board at a meeting thereof. The Chairman of ther®aad the President shall be chosen from amonditbetors.
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2. The Chairman of the Board when present shadlipeeeat all meetings of the Board of Directors ahdll meetings of the stockholders. He
shall perform all duties incident to the officetbé Chairman of the Board. The Chairman also steathe Chief Executive Officer of the
Corporation and shall be responsible for the gérera active supervision and direction of the bes) policies and activities of the
Corporation, subject to the control of the BoardDafctors. He may execute on behalf of the Corpamaall authorized deeds, bonds,
mortgages, contracts, documents and papers anaffirathereto the corporate seal when requiredshkdl have power to sign debentures
and certificates of stock of the Corporation.

3. The President shall be the Chief Operating ©ffaf the Corporation and shall have general resipdity for directing, administering and
coordinating the operational phases of the Corporatbusiness, subject to the control of the Ghair and Chief Executive Officer. He shall
have such duties as the Board may from time to tlatermine or as may be prescribed by these By-LEwshall be responsible for seeing
that the orders and resolutions of the Board amgéechinto effect. He may execute on behalf of @wporation all authorized deeds, bonds,
mortgages, contracts, documents and papers anaffirayhereto the corporate seal when requiredshigl have power to sign debentures
and certificates of stock of the Corporation.
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If the office of the Chairman of the Board shallMazant, or if the person holding that office stelabsent, the President shall preside at
meetings of stockholders and of the Board of Daesct

4. In the absence or inability to act of both tHei@man and the President, the Board may desigmatsenior corporate officer to perform
duties of temporary Chairman which shall includesiding at meetings of stockholders and of the @o&Directors.

5. The Board may elect or appoint one or more Hoesidents. Each Vice-President shall have suclemoand shall perform such duties as
may be assigned to him by the Board or by the &eesi In case of the absence or disability of tresigent the duties of that office shall be
performed by whomever the Board shall determinegisplution.

6. The Secretary shall be sworn to the faithfutklésge of his duties; he shall attend all meetofghe directors and stockholders, and shall
record all the proceedings of such meetings inak o be kept for that purpose, and shall perfaka dluties for standing committees when
required. He shall have charge of the giving ofaeobdf meetings of stockholders and directors, @erdiorm all the duties assigned to him by
the Board of Directors, or usual for the Secretdrgt Corporation
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to perform. He, or the Treasurer shall, with thei@han or President sign all debentures and stedKicates of the Company.

7. The Treasurer shall keep or cause to be kelparfidl true books of account and records of allisend disbursements, property, asset:
liabilities of the Corporation, in books belongittgthe Company, and shall deposit all moneys, d#asirand valuables of the Corporation in
the name of and to the credit of the Corporatinrstich depositories as shall be designated by daedBof Directors. He shall disburse funds
of the Company as ordered by the Board, takinggrgpuchers therefor and shall render to the Peasiand the Board of Directors, at
regular meetings or whenever required, an accdugit financial transactions of the Company. Helkalso have power to sign debentures
and certificates of stock of the Company, check#es bills of exchange or other negotiable instmts for and in the name of the Company.
He shall perform all other duties incident to thesifion of Treasurer, subject to the control of Buard.

8. The Board of Directors shall have power to appone or more Assistant Treasurers, Assistantesmaes, Controller or Assistant
Controllers who shall have such powers and perfaroh duties as may be designated by the Board.
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9. The amount of salaries, wages, or other compiens® be paid to the officers, employees and egefhthe Company shall be determined
from time to time by the Board or by an Executiviic@r or Committee to whom this work shall be dgdeed. No officer shall be
incapacitated to receive a regular salary or fiz@shpensation by reason of being a director of theQration.

ARTICLE IV-A

1. Bank Accounts, Deposits, Checks, Drafts and @ridsued in the Company's Name. Any two of thimfahg officers: the Chairman,
President, any Vice-President, and the TreasueereSary or Controller may from time to time

(1) open and keep in the name and on behalf oEtrepany, with such banks, trust companies or atbpositories as they may designate,
general and special bank accounts for the fundseo€ompany, and (2) terminate any such bank a¢soAny such action by two of the
officers as specified above shall be made by anument in writing signed by such two officers ditdd with the Secretary. A copy of such
instrument, certified by the Secretary or an AssisBecretary, shall be evidence to all concerhatthe designations or terminations therein
contained are duly authorized on behalf of the Camypat the time of the certification.

All funds and securities of the Company shall bpadéted in such banks, trust companies or otheoslzpies as are designated by the Board
of Directors or
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by the aforesaid officers in the manner hereinalppegided, and for the purpose of such deposiesCthairman, President, any Vice-
President, the Secretary, the Controller, the Tnear an Assistant Treasurer, and each of therny other person or persons authorized by
the Board of Directors, may endorse, assign ansletathecks, notes, drafts, and other orders f@iptyment of money which are payable to
the Company.

All checks, drafts, or orders for the payment ofneyy, drawn in the name of the Company, may be ditlyehe Chairman, President, any
Vice-President, the Secretary, the Treasurer or@systant Treasurer, or by any other officer o amployee of the Company who shall
from time to time be designated to sign checkdisirar orders on all accounts or on any specifimant of the Company by an "instrument
of designation" signed by any two of the followiofficers: The Chairman, President, any Vice-Pratidend the Treasurer, and filed with the
Secretary. The Secretary or any Assistant Secrstely make certified copies of such instrumentdasfignation and such certified copies
shall be evidence to all concerned of the authafitthe persons designated therein at the timbeoteértification. An instrument of
designation may provide for (1) the facsimile simme of any person authorized to sign by suchumsént or by this Section, or (2) the
revocation of authority of any person (other tharofficer named in this Section) to sign checkaftdror orders drawn in the name of the
Company.
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ARTICLE IV-B
INDEMNIFICATION

1. Any person made or threatened to be made a twaatyy action or proceeding, whether civil or dried, by reason of the fact that such
person or such person's testator or intestateviera director, officer or employee of the Corfioraor serves or served any other
corporation, partnership, joint venture, trust, &ype benefit plan or other enterprise in any cépat the request of the Corporation shall be
indemnified by the Corporation, and the Corporatitety advance such person's related expenses, funlltbgtent permitted by law.

For purposes of this section, references to "thg@ation" shall include, in addition to the regujtcorporation, any constituent corporation
(including any constituent of a constituent) absdrin a consolidation or merger which, if its separexistence had continued, would have
had power and authority to indemnify its directmficers, and employees, so that any person wlogas a director, officer or employee of
such constituent corporation, or is or was seraintiie request of such constituent corporationaihgr corporation, partnership, joint
venture, trust, employee benefit plan or otherrpnige in any capacity at the request of the Caton, shall stand in the same position under
the provisions of this section with respect torgulting or surviving corporation as such persouhd have with respect to such constituent
corporation if its separate existence had continued
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ARTICLE V
CAPITAL STOCK

1. The instruments of debentures, certificate afa$ of the preferred, preference and common ¢apitek of the Company shall be in such
form as shall be approved by the Board of Directdhe certificates shall be signed by the Chairwfathe Board or the President and also by
the Secretary or the Treasurer. The seal of thpdation shall be affixed to all certificates. T¢ignatures of the officers upon a certificate
may be facsimiles if the certificate is countergidioy a transfer agent or registered by a registhar than the Corporation itself or its
employee.

2. All certificates shall be consecutively numberaad the names of the owners, the number of slaackthe date of issue, shall be entered in
the Company's books.

3. The Company or its duly authorized stock tranatent shall keep a book to be known as the diook, containing the names,
alphabetically arranged, of all persons who areldtolders of the Corporation, showing their plasesesidence, the number of shares of
preferred, preference and common stock held by essgectively, and the time when each became timewoiliereof, also entries showing
from and to whom such shares shall be transfeard the number and
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denomination of all revenue stamps used to evidérepayment of the stock transfer tax as requisethe laws of the State of New York,
which books shall be open daily, during usual bessnhours, for inspection by any person who slaai tbeen a stockholder of record in such
Corporation for a least six months immediately poéieg his demand; or by any person holding or t@®in writing authorized by the
holders of at least five per centum of any clasissafutstanding shares, upon at least five daysemrdemand. Persons so entitled to inspect
stock books may make extracts therefrom.

4. Shares shall be transferred only on the bookiseo€orporation by the holder thereof in persobyohis attorney upon the surrender and
cancellation of certificates for a like number b&ges, and upon tender of stock transfer stamfigagquivalent in money sufficient to satisfy
all legal requirements.

5. The Board may make such rules and regulatioitsnasy deem expedient concerning the issue, tearsfd registration of certificates of
stock of the Company.

6. Certificates for shares of stock or for debeggun the Corporation may be issued in lieu ofitestes alleged to have been lost, stolen,
destroyed, mutilated, or abandoned, upon the reoéil) such evidence of loss, theft, destruction
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mutilation and a bond of indemnity in such amoupipn such terms and with such surety, if any, aBtbard of Directors may require in e
specific case, or

(2) arequest by an appropriate governmental agenmpresentative for the reissuance of a stodkicate claimed to be abandoned or
escheated in accordance with the abandoned promestynilar law of the state, or (3) in accordaméth general resolutions.

ARTICLE VI
SEAL

1. The Board shall provide a suitable seal, coirigithe name of the Corporation, the year of iesation, and the words "Corporate Seal,
N.Y." or other appropriate words, which seal shaliin charge of the Secretary, to be used as ditdnt the Boarc

ARTICLE VII
FISCAL YEAR
1. The fiscal year of the Corporation shall begji@ first business day in January.
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ARTICLE VIl
NOTICE AND WAIVER OF NOTICE

1. Any notice required to be given by these By-Lamasy be given by mailing the same addressed tperson entitled thereto at his address
as shown on the Company's books, and such notidkebghdeemed to be given at the time of such nwaili

2. Any stockholder, director or officer may waivweyanotice required to be given by these By-Laws.
ARTICLE IX
AMENDMENTS

1. Subject to the terms and conditions of the ftesite of incorporation, the Board of Directors lshave power to make, amend, and repeal
the By-Laws of the corporation, by a vote of thgarity of all the directors present at any reguaspecial meeting of the Board, provided a
quorum is in attendance and provided further tloéita of intention to make, amend or repeal theLBws in whole or in part at such meeting
shall have been previously given to each memb#reoBoard.
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Exhibit (12)

THE McGRAW -HILL COMPANIES, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Years Ended December 31

1 997 1996 1995 1994 1993
(In thousands of dollars)
Earnings
Earnings from continuing operations
before income tax expense, provision
for real estate write-downs and gain
on the sale of Datapro in 1997, gain
on exchange of Shepard's/MGraw-Hill
in 1996, unusual charges in 1993

and 1996

(a)(b)(c)(d) $47 8,622 $415974 $382,126 $ 341,816 $ 293,243
Fixed charges 8 3,840 77,563 90,382 83,219 75,930
Capitalized interest - - (421) (353 ) (536)

Total Earnings $56 2,462 $493,537 $472,087 $ 424,682 $ 368,637

Earnings from continuing operations

before income tax expense (d) $ 46 5,873 $809,705 $382,126 $ 341,816 $ 63,443
Fixed charges 8 3,840 77,563 90,382 83,219 75,930
Capitalized interest - - (421) (353 ) (536)

Total Earnings $54 9,713 $887,268 $472,087 $ 424,682 $ 138,837

Fixed Charges(d)

Interest expense $5 6,771 $ 51,347 $ 63,832 $ 55,650 $ 46,998
Portion of rental payments

deemed to be interest 2 7,069 26,216 26,550 27,569 28,932
Total Fixed Charges $ 8 3,840 $ 77,563 $ 90,382 $ 83,219 $ 75,930

Ratio of Earnings to Fixed charges:
Before unusual charges, provision
for real estate write-downs, gain
on the sale of Datapro and gain
on exchange of Shepard's/
McGraw-Hill 6.7x 6.4x 5.2x 5.1x 4.9x

After unusual charges, provision

for real estate write-downs, gain

on the sale of Datapro and gain

on exchange of Shepard's/

McGraw-Hill 6.6x 11.4x 5.2x 5.1x 1.8x

(@) In 1997, the company recorded a $33.2 millimtpx one-time provision for real estate write-dewelated to the consolidation of office
space in New York City and a $20.4 million pre-ggin on the sale of Datapro Information Services.
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(b) On October 15, 1996, the company complete@éxicbange of its Shepard's/ McGraw-Hill legal puiiig unit for the Times Mirror
Higher Education Group. The exchange resultedgreaax gain of $418.7 million and a one-time cleanfj$25 million for costs of
integrating the company's College division with #ugjuired higher education business.

(c) Unusual charges in 1993 totaled $229.8 milbefore taxes in connection with the purchase oféngaining 50% interest in the
Macmillan/McGraw-Hill School Publishing Company pieusly owned by Macmillan for $337.5 million insta The unusual charges
consisted of $199.8 million primarily to adjust th@mpany's original investment to values estabtishehe purchase transaction. The charge
was allocated primarily to goodwill and intangibl@fe company also recorded a provision of $30ioniltelating to the consolidation of
certain functions of Macmillan/McGraw-Hill and tkempany's book publishing operations.

(d) For purposes of computing the ratio of earniimgixed charges, "earnings from continuing opierat before income taxes" excludes
undistributed equity in income of less than 50%-edompanies. "Fixed charges" consist of (1) iisteva debt, (2) the portion of the
company's rental expense deemed representatite aiterest factor in rental expense, and (3) tmepany's proportionate share of such f
charges of the Macmillan/McGraw-Hill joint ventutrough September 30, 1993. Effective October 8318acmillan/McGraw-Hill's
results are consolidated in the company's results.
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Exhibit (13)
OUR GROWING MARKETS

[PHOTO OMITTED]



Growth is a universal goal in the world of investavned corporations. At The McGraMitl Companies it's sustained by traveling manyds
and to scores of countries. The gains in operaiinfjits achieved for six straight years reflecaage of carefully planned corporate actions
and positive external factors.

We've invested close to $1 billion in acquisitiansce the beginning of 1992. We've stepped upnatenal expansion, intensified
development of new products and services, strengtheur marketing efforts, entered new marketsiwitidted new alliances--always
stressing innovative thinking.

We've substantially enhanced our technological loiéipes to spark significant advances in electooinformation distribution and electronic
commerce (pages 10-13). We've designed human eesodevelopment programs and instituted hiringtjmes to assure that our workforce
has the skills and talent the new millennium reggiijpages 18-20).

We're benefiting from favorable political, sociatonomic and demographic influences worldwide aeccanstantly seeking ways to enhance
our global position and presence. In recent yeanscompound annual growth rate internationally hesn nearly double the domestic rate,
and we expect that trend to continue.

Nontraditional products again made important coations to the uptrend sustained by Standard & 'B&atings Services in 1997. T
target: 25% of revenue from nontraditional produmt2000.

o Ratings of insurance companies, our leading adittonal product, now include Lloyd's of LondorisAin 1997, nontraditional ratings
earned the support of a key trade associationaziBisetting the stage for introduction of theves in that country.

o Standard & Poor's bank loan ratings, introducetidios, now encompass more than 600 issues witiua exceeding $200 billion. In 1997,
Standard & Poor's added 115 new bank clients.

o Ratings of structured finance, associated withdaonstruction projects, reached record volume.

Striding closer to its goal of generating 30% afereue from international sources by 2000, Stan&aPdor's Ratings Services took several
avenues to geographic expansion in 1997. All comBitandard & Poor's Ratings Services' global eigeevtith the knowledge and insight of
local partners.

It acquired Argentina's leading rating service, smtoward creation of a new rating service in Brdmough a training and marketing

Standard & Poor's Extends Its Geographic Reach

AS A RESULT OF IMPORTANT ACQUISITIONS, STANDARD & ®OR'S EXTENDED ITS BRAND TO RATINGS OF EUROPEAN
AND ASIAN EQUITY FUNDS AND TO MUTUAL FUNDS DATA AND INFORMATION.

0 FUND RESEARCH, LTD. IN THE UNITED KINGDOM, ACQUIRD IN MAY, BECAME STANDARD & POOR'S FUND RESEARCI
IT ANALYZES AND RATES MORE THAN 700 EQUITY FUNDS OUSIDE THE U.S. AND PROVIDES A BASE FOR FUTURE
INTRODUCTION OF A RISK-RATING SYSTEM COVERING U.$4UTUAL FUNDS.

0 MICROPAL, LTD., ALSO BASED IN THE U.K. AND ACQUIRED IN NOVEMBER, BECAME STANDARD & POOR'S MICROPAL.
IT PROVIDES EXTENSIVE DATA ON MORE THAN 38,000 FUNBIN 19 COUNTRIES AND IS USED BY NEARLY 200 MEDIA
OUTLETS WORLDWIDE AS WELL AS BY FINANCIAL PROFESSINALS. IT TOO ENVISIONS EXPANSION IN THE U.S. IN
ADDITION, STANDARD & POOR'S ACQUIRED PUBLISHED IMAGE, INC., A BOSTON-BASED PRODUCER OF PRIVATE LABEL
INVESTMENT NEWSLETTERS TAILORED FOR THE CUSTOMERS®IVE OF THE 10 TOP FUND COMPANIES AND SOME OF
THE NATION'S LEADING BANKS AND BROKERS--ABOUT 12 MLLION INVESTOR ACCOUNTS IN ALL.
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exchange agreement with a leading Brazilian indtity acquired a 10% interest in the leading rasegvice in India, signed an affiliation
agreement with a highly regarded rating firm in ®o&frica (its first in Africa), and establishedktffirst rating service in Taiwan with several
prominent Taiwanese partners. Standard & Poorim@aBervices is now a fixture in 18 countries \aaite.

The status of English as the standard languageierice, technology and cyberspace--coupled witlstistantial number of U.S.-educated
business and professional people around the waddlz increasing need for skilled professionalsnrerging countries--provides healthy
growth potential for the Professional Publishingibass.

In addition to its presence in the U.S. market,Rh&fessional Publishing group encompasses inien@toperations that serve educational
and professional markets in Asia, Canada, Eurodd.atin America. The Times Mirror Higher Educatioperations acquired in 1996
significantly strengthened Professional Publishirsglles opportunities outside the U.S. New prodact997 included an updated edition of
the renowned Encyclopedia of Science and Techndoghy85 new titles from Osborne/McGraw-Hill, whigecializes in computer subjects.

The family of Standard & Poor's indexes and varadtfinancial services products linked to them gmewery year, spurred by their proven
investor acceptance and appeal. More than $606rbi8 currently invested in funds tied to the SB®0 Index alone.

In mid-1997, Standard & Poor's added a new inddraitk the performance of U.S. real estate investrimasts, or REITs. By the end of the
year, several managers were using the new indegREdF-financial based products. Aside from the new RiBdex, licensing of Standard &
Poor's equity indexes was quite active. The largesiith in licensing came from institutions basedsale the U.S.

For brokerage firms, Standard & Poor's introducedréety of new portfolio products: the S&P Indiels Portfolio, S&P Intrinsic Value
Fund, Smith Barney Strategic 10/A Plus PortfoliavRen-Standard & Poor's Quality Equity Portfolial &tandard & Poor's Industry
Turnaround Portfolio.

In 1997 nearly 20% of our revenue came from intéonal sources, with expansion efforts focused atirL America, Asia and Europe. We
have more than 430 offices in over 30 countries.

[GRAPHIC OMITTED]
[Asia]

The McGraw-Hill Companies continued to expand itsafy operations in 1997, including establishingnEan's first ratings service in an
alliance between Standard & Poor's and several ipemhTaiwanese partners.

[Latin America]

Professionals in growing business centers sucheagdd City, Buenos Aires and Sao Paulo rely onougHe financial services and
educational tools necessary to speed the develdphemerging markets.

[Europe]

Business Week has increased its internationalleition base to 167,000. With a global audience.8fgillion, it is the world's most widely
read business publication.

[North America]
Standard & Poor's Ratings Services rates debt #rett oapital market instruments in nearly 70 caestrvalued at more than $10 trillion.
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Our links to the wired world

Asking "Can you make money on the 'Net?" in a cdeature last fall, Business Week concluded: "it ba done." Several business units of
The McGraw-Hill Companies demonstrate how. Revdnua feebased Web and other online services is rising. Yoaare than 90% of tt
content created by our business units is availabdiggital form. Over the past three years weaated more than 80 Web sites for customer
use; an increasing number of these sites will soaccessible only to paying subscribers. Our lmoiad spectrum of video, software, and
online products and services dates back much furthe

[GRAPHIC OMITTED]

We now offer more than 100 online services and heohglof CD-ROM products.
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The growing impact of electronic media/electroroenenerce is visible in each of our three businegmeats. A key emphasis now is
development of a unified, truly global distributiepstem on the Internet that showcases companyl®eamd services and offers our custor
one-stop electronic shopping.

The launch of the McGraw-Hill Learning Architectureakes available online economics, humanities, psaflence and social sciences
courses--plus others--to students at more tharoB€ges and universities. A total of 25 subjectufeed online "Learning Centers" linked to
our textbooks will be introduced during 1998. Stuidewill have the option of buying access to thesarning Centers when they purchase
their textbooks.

Nearly 25% of the revenue of The McGI-Hill Construction Information Group (CIG) now cos&om electronic products, most notably
Dodge DatalLine and Sweet's CD. CIG started two Wb sites in 1997 and redesigned the three itdyreffered.

F.W. Dodge delivers information in a variety ofmirand electronic formats. Dodge Dataline, withailet! information on more than 400,000
building projects, is the industry's most wideled®nline service, and it continues to expand.

Reshaping its information collection systems, Doggextending the scope of its coverage and spgediailability. The first of six new
regional operations centers, which will be linked®6 field reporting locations, opened in Auguss.Fart of the broad redesign of its editorial
process, CIG's Construction News Publishing Netveortdt its 12 regional publications have been integranto Dodge operations.

The unparalleled databases of Standard & PooranEial Information Services are feeding an arragrofving new services:

o Standard & Poor's Compustat's Market Insightrefftandard & Poor's information and analyses daddard & Poor's DRI country
overviews to financial professionals.

o Standard & Poor's Compustat's Portfolio Insigtiegrating content from several Standard & Paamiss, gives mutual fund managers
continuously updated information covering more th8r000 U.S.-based publicly held companies, allgviirstant measurement of
performance against well-known benchmarks.

o Standard & Poor's ComStock on the 'Net providstant access to financial information on more t2%M,000 worldwide stocks, options,
futures, foreign exchange rates and indexes, aldtigaccess to news and analytic services.

o Standard & Poor's Advantage lets investors aauessof Standard & Poor's most valuable databasegntly via CD-ROM and soon on
the Internet.

o Standard & Poor's Investment Center, a softweodyzt, integrates analysis and asset allocatioitadnd provides research informatior
assist financial planners in developing investnpentfolios for clients.

An historic transition to a common currency for hud Western Europe is slated for January 1, 19#ndard & Poor's MMS has launched
the premiere online service tracking its progréss.the second straight year, bankers participatira; independent global survey named
MMS Currency Insight, which analyzes factors driycurrency markets worldwide, the best servicakKind.
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The four television stations in the Broadcast Grbape become part of ABCNews.com, an extensiveeptrajesigned to create a national
network of Internet sites as a news and informadimurce. The group had a record year, with sewéiigd local news broadcasts ranking N

in their time slots. It continued extending newgaiing to nontraditional time periods and tookestinnovative steps to expand audiences. In
Indianapolis, for example, WRTV can now be hearddocal FM radio station and has won a leadingketashare as a result. In San Diego,
KGTV's 24-hour news service on cable now tops #tiags of its three competitive channels.

Tracking cargo shipments from international pototglestinations in the U.S. became easier in 18%rasult of TowerNet, a new cutting-
edge software tool developed by Tower Group Int#onal, the leading provider of global trade seegicTowerNet helps companies manage
inbound logistics operations and comply with custorguirements.

As the nation's largest K-12 educational publishempublish in virtually every classroom curriculwategory. Nearly every program we
publish includes an increasing amount of technologged material to enhance the learning experiandd¢o improve the effectiveness of
educators. Our McGraw-Hill Home Interactive unipi®ducing technology-based products to build oarket position and extend the
learning experience beyond the classroom and lr@ddome



[GRAPHIC OMITTED]

Our lasting role in learnin



[GRAPHIC OMITTED]

Learning never did stop at graduation. What's diffié now is scope. People have never had moreagakable to nourish their careers and
enable career changes, and they've never beetestia to managing the intellectual and finanesdets that accrue as they advance. Th
our most visible role in education is in educatidnatitutions, people learn from The McGradH Companies through all their working ye:
and well into retirement. We inform and educatensny ways and in many domains. Learning, for exairipla hidden cornerstone of
financial services. Obtaining and analyzing infotiorais the first step toward intelligent investirithe learning process taps heavily into the

multitude of financial information services we off



Creative collaborations have helped spark a stopgend at the McGraw-Hill Construction Informati@moup (CIG). Reflecting the success
of the alliance with the American Institute of Aitetts (AIA) initiated in 1996, Architectural Reabpublished the biggest issue (304 pages)
in its 106-year history in May--its fifth month #se AIA's official member publication. CIG also &l Architects Learning Source, giving
AIA members access to more than 60 educationas tool

In October, in collaboration with Business WeekGzGInnounced the winners of the first Business Wageekitectural Record Awards, to be
sponsored annually by the AIA. The program recagmirchitecture's ability to solve corporate protdeincrease workforce productivity a
boost profits.

The McGraw-Hill Construction Information Group gtrgically used its publications to build allian@esl its business with industry-leading
professional organizations.

[Graphic Omitted]

CIG has launched alliances with two other importeande groups. With the Construction Specificatibrsditute it will jointly develop new
products and services, including reference pubtinatand continuing education activities. With Besign Build Institute of America,
Engineering News-Record developed a new quartealyanine, Design-Build, introduced in January 190&flects the emergence and
growing role of firms that consolidate the onceasafe functions of architect, engineer and cortradthe alliance also includes continuing
education activities and a new awards program.

A headline in an industry newsletter--"McGraw-Hilbminates Largest U.S. Adoptions"--documented #imerdinary success of
Educational Publishing in 1997 and its wideningllpasition.

In Texas, the McGraw-Hill School Division's Adveras in Time and Place won a 60% share of socidietipurchases and in California, the
Spotlight on Literacy series and SRA/McGraw-Hiteading series, Collections for Young Scholarssaldtall other elementary school
reading/language arts programs, capturing a cordl86&6 market share.

California and Texas are the largest markets «tbteoks. There also were notable victories in offtates during an active adoption year--
such as reading in Georgia, Mississippi and Newibtexsocial studies in Arkansas and Indiana; andioim Louisiana--as well as in
important "open" territories. (Textbook purchaseshie 20 "adoption” states are guided by stateemgpr lists, in multiyear cycles; in "open"
territories, individual school districts make puasks independently.)

Educational Publishing's book bag is full, broad anrrent, reflecting intense and far-ranging pridlevelopment initiatives. Eight of the
School Division's nine major programs are 1997998lcopyrights, for example, while the ninth deldite1995.

Educational Publishing hopes to continue its wigrstreak. The adoption cycle calls for importanichases in core subjects in several states
during 19982001 (such as California, Florida and Texas), andrg will also be active in open territories. Nelementary math, spelling, i
and health programs will be available.

In the secondary school market, Glencoe/McGrawt#ili augmented its No. 1 market position by aaugitivo product lines from Thomson
Publishing that focus on computer and technologycation.

In higher education, assimilation of the Times Miroperations acquired in 1996 was the prioritg 7. The group will introduce more than
450 new or revised titles in 1998.
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The McGraw-Hill brand is moving into the consumearketplace down three principal avenues.

McGraw-Hill Home Interactive, launched in Decemit®86 with four multimedia CD-ROM titles, added seweore in 1997, focusing
primarily on educational content.

McGraw-Hill Learning Materials debuted in Octobadanow offers 54 workbooks for home use by kindeegathrough eighth grade
students. These products, which take our classeqgrartise to a home setting so that parents cditipate in teaching their children basic
skills, are sold in such outlets as Barnes & NoWaldenbooks, Noodle Kidoodle and CompUSA.

Standard & Poor's introduced S&P Personal Wealthingernet-based personal investment service,nnaly 1998. It taps a variety of
resources of The McGraw-Hill Companies (such adritass Week) to provide investment advice and sigagi€tommendations. No other
online service gives investors such extensive help.

Business people ever searching for ways to stagdélof the curve" got a new resource in Januarg.1BasinessWeek Books debuted with
the publication of Mastering the Art of Creativell@boration. The new imprintitself a creative collaboration between Businesgk\and th
Professional Book Group--extends the Business Videzkd and will appear on 9 to 12 books a year.

Business Week turned in higher revenue and prigfitthe third consecutive year, posting an incréeasa pages despite two fewer issues. It
won a prestigious Loeb Award for a report on sexamhssment, while the impact of many other stat@aonstrated both its continuing
editorial excellence and competitive edge. The'gestitorial highlights included early warning sigmabout the pending Asian financial
crisis, coverage of the sleazy side of Wall Strbet,New Economy, Silicon Valley (in a special dieuissue) and corporate governance.

Conferences, seminars and trade expositions harediaples of professional learning for decadegedisas forums to discuss industry
developments. Electronic communication hasn't redubeir appeal.

Our Information and Media Services units not onlggent an array of such events, but, at a numbarestigious trade shows, also provide
news and information services under contract. Amia¥Veek, for example, was the official publicatioithe 1997 Paris Air Show and will
serve the same role at important 1998 trade showdile, China and Indonesia. Chemical Engineepmiglished a daily newspaper at
"Achema '97" in Frankfurt, Germany, the largestiér@xposition in the chemical process industriéth 280,000 attendees.

MULTIMEDIA PRODUCTS, INCLUDING VIDEQOS, CD-ROMS ANONTERNET-BASED AIDS, PLUS ADVISORY ASSISTANCE
FROM THE NATIONAL GEOGRAPHIC SOCIETY, ENHANCED THRUALITY OF ADVENTURES IN TIME AND PLACE, A
MCGRAW-HILL SCHOOL DIVISION ELEMENTARY SOCIAL STUDES PROGRAM THAT CAPTURED 60% OF THE 1997 TEXAS
SCHOOL ADOPTION MARKET.

[GRAPHIC OMITTED]

We were the official media services provider ateEein Interactive '97 in Geneva, Switzerland, arldreturn to that city in the same role for
Telecom '99, the world's biggest telecommunicatexgsosition. Four of our magazines--Business WB&K,E, LAN Times and tele.com--
collaborate at telecom events.
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OUR RICH INTELLECTUAL CAPITAL

For us, nothing is more critical than the qualitytee information, insight and knowledge we proviger rich content, in all of the many we
it's created and delivered to our customers. Ttadligence, creativity and skills of our people assets that fundamentally underlie our
balance sheet but don't appear on it. They've dorbe called "intellectual capital@ifficult to measure but evident in many ways. Tiealth
of intellectual capital we possess fuels the pavierur brands and our succe



[PHOTO OMITTED]



The acknowledged leadership in their respectivddiachieved by so many of our brands is the misgile evidence of the breadth of our
intellectual capital. Our products are integrattte analytic pursuits of investors, financial pssi@nals, students, teachers, business
executives, architects, builders, engineers, decnod a diverse range of other people in a nunfideyoindustries worldwide.

Information, analysis and commentary from us asstéd and accepted as accurate and authoritatiad stature rests on the quality of our
people and what they do. It also reflects a lomgiitay reputation for integrity. The list of McGradill experts saluted by trade and
professional organizations for the excellence efrttvork and their contributions grows every year.

When news media seek an expert's perspectivefriagyently come to our business units. Standardé&rB and F.W. Dodge, for example,
are fundamental and frequently quoted news soufdesMcGraw-Hill Construction Information Group'sraual forecast of construction
industry trends is the preeminent barometer ofitichistry’'s outlook, and our evaluations of thestbé a varied range of business and
professional activities are followed closely. Startl& Poor's DRI is a leading source for expertn@eoic forecasting. Editors and reporters
from Aviation Week, Business Week and our othedileg magazines are frequently called on by the igg¢r@ed business news media for
their expertise.

Accomplishments that help drive company goals arehed through longstanding internal programs. ¥January since 1986 we've
conferred Excellence in Management Awards, to &Bsstmanagers this year and more than 160 oveuribgram's history. Our Excellence
Management Awards cite accomplishments that pdatigudemonstrate the managerial qualities andssk#sential to our future growth. TI
year's winners included corporate and operatingaxacutives who have made especially significantributions to our varied successe:
geographic regions outside the U.S., electroniciees and key educational markets.

This April, for the 19th year, we will present dDorporate Achievement Awards for editorial excedkeand innovation. Twenty employee
teams were honored at the Corporate Achievementdsadinner last spring. Several had developed rredygts, such as the Spotlight on
Literacy/Spotlight on Literature reading/languages arogram. Others spearheaded product improvemsth as the Spanish curriculum
reform program. Some collaborated on particularbjsive business reporting, such as stories inri&ssi Week on corporate governance,
identifying the best and worst boards of directarthe U.S.

Keeping the world up to speed starts with keepimgelves up to speed. Continuing education hasrmegeived more attention. Standard &
Poor's, for example, annually selects 60 key masageparticipate in a management development progt the University of Virginia's
Darden Graduate School of Business Administrafidve program is specially structured to meet Stah&aPoor's management needs.

Our Associate Development Program was started 93 18 attract and develop exceptional men and wontenhave earned master's deg
from leading business schools. Standard & Poossteawn Associate Development Program based@gdrporation's program.

Our global team of accomplished analysts, editesearchers and reporters provides the valualdeniadtion, insight and analysis that help
people in all walks of life achieve their lifetingeals.

[GRAPHIC OMITTED]
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Leading Brands and Companies

Retail Division
Standard & Poor's ComStock
Standard & Poor's Index Services
S&P Personal Wealth
Standard & Poor's Micropal
Standard & Poor's Retail Brokerage

Institutional Division
Standard & Poor's Compustat
Standard & Poor's Securities, Inc.

Corporate Division
Standard & Poor's DRI

International Division
Standard & Poor's MMS
Standard & Poor's Platt's

Municipal Securities Division
Standard & Poor's J.J. Kenny
Standard & Poor's J.J. Kenny

Evaluation Services
Standard & Poor's J.J. Kenny
Information Services

Corporate Ratings

Insurance Ratings

Financial Institution Ratings
Managed Funds Ratings
Public Finance Ratings
Sovereign Ratings

Structured Finance Ratings
Infrastructure Finance Ratings
Ratings Information Services
Global Ratings Development

McGraw-Hill School Division
Glencoe/McGraw-Hill
CTB/McGraw-Hill
SRA/McGraw-Hill

McGraw-Hill Consumer Products

McGraw-Hill Higher Education
McGraw-Hill College
WCB/McGraw-Hill
Irwin/McGraw-Hill
Dushkin/McGraw-Hill
Primis Custom Publishing

McGraw-Hill Lifetime Learning

Professional Book Group
Business/McGraw-Hill
Osborne/McGraw-Hill
Computing/McGraw-Hill
Continuing Education Center
McGraw-Hill Interamericana
McGraw-Hill Europe

Tata McGraw-Hill
McGraw-Hill Ryerson
McGraw-Hill Asia/Pacific

KMGH-TV (Denver)
KGTV(San Diego)
KERO-TV (Bakersfield)
WRTYV (Indianapolis)

Business Week
Business Week International
Business Week Online




BYTE

Data Communications/

Data Communications International
LANTimes

tele.com

NSTL

F.W. Dodge

Sweet's Group
Architectural Record
Engineering News-Record
Design-Build

Aviation Week

Aviation Week & Space Technology
A/C Flyer

Business & Commercial Aviation
World Aviation Directory

0O&M Magazine

Aviation Week Newsletters
Healthcare Information Group
Hospital Practice

The Physician and Sportsmedicine
Postgraduate Medicine

Healthcare Informatics

InfoCare

e.MD

Healthcare Education Group
Science & Technology Group
Chemical Engineering

Modern Plastics/Modern Plastics International Power
Electrical World

Electric Power International
Information Technologies for
Utilities/IT

Energy and Business Newsletters
Utility Data Institute

Tower Group International
Tower Group International Canada, Inc.
. _________________________________________________________________________________________________________________________________________________________________________|]
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Management's Discussion and Analysis
Operating Results

Consolidated Review

(in millions) 1997 1996 1995
Operating Revenue $3,534.1 $3,074.7 $2,935.3
% Increase 14.9 4.7 6.3
Operating Profit $ 599.2(a) $ 924.5(b) $ 508.6
% Increase (Decrease) (35.1) 81.8 12.7

% Operating Margin 17 30 17
Income Before Taxes $ 471.3(a) $ 814.8(b) $ 386.3
Net Income $ 290.7(a) $ 495.7(b) $ 227.1

(@) Includes provision of $33.2 million ($19.9 rah after taxes, or 20 cents per diluted sharejdal estate writedowns for the consolidation
of office space in New York City. Also includes gain sale of Datapro Information Services of $2@ilion ($20.2 million after taxes, or 20
cents per diluted share). $30.5 million of the esthte charge is reflected in operating profit.

(b) Includes gain on the exchange of the ShepitdGraw-Hill legal pub- lishing unit for the TimesiMor Higher Education Group of
$418.7 million ($260.5 million after taxes) andwamusual charge of $25 million ($14.9 million aftekes) for costs to integrate The McGraw-
Hill Companies' College division with the acquitéigher education business.

1997 Compared with 1996
Revenue and Earnings

In 1997 The McGraw-Hill Companies achieved sigrifitgrowth in revenue and profit. The 14.9% grointbperating revenue reflects
excellent sales in elementary-high school (el-ablghing; record revenue at Standard & Poor'srigatServices from strong new issuance
volume in the U.S. bond market and global expansiad the acquisition of the former Times MirroigHer Education Group. Excluding
nonrecurring items, operating profit improved $7&ilion, or 14.8%, reflecting the strong revenuewth. Net income increased 16.2% to
$290.7 million and diluted earnings per share iaseel to $2.91 from $2.50 last year.

Comparisons exclude the 1996 gain on the exchafpe Ghepard's/McGraw-Hill legal publishing urot the Times Mirror Higher
Education Group of $418.7 million ($260.5 milliofiea taxes, or $2.61 per diluted share) and anuwaduharge of $25 million ($14.9 million
after taxes, or 15 cents per diluted share) fotscimsintegrate the College division with the acgdihigher education business.

In 1997, the Datapro Information Services busimess divested for $25 million in cash; operatingutissreflect a gain of $20.4 million ($2(
million after taxes, or 20 cents per diluted shafdée pretax gain is recorded as other income erctinsolidated statement of income and is
reflected in the operating profit of the Informatiand Media Services segment. The McGraw-Hill Lantimuse and McGraw-Hill School
Systems units were also divested in 1997 for $2Bomiin cash; the proceeds approximated the badles of the properties.

1997 earnings reflect a one-time, noncash provisf®#83.2 million ($19.9 million after taxes, or 28nts per diluted share) for the
consolidation of office space in New York City. Shine-time provision is primarily for the writedowha building to be sold as part of the
office consolidation and the writedown of leasehialgprovements for the surrender of office spackewacated in the headquarters building.
These actions were taken to consolidate into feamdrmore efficient locations and to align futura@requirements with growth plans. The
1997 operating profit of each segment and corpagpenses reflect the amount of the provision assmtwith each segment. New leases
were signed for approximately 1.4 million squaretfef office space through the year 2020.

Income before taxes, excluding the gain on the afalatapro and the facilities charge, increase@%over 1996, reflecting the strong
revenue gains.

Expenses

Operating expenses in 1997 increased 13.4%, rieftebigher revenue, investments in new productsraadest inflationary increases in key
expense categories, such as compensation. Opeexiegses include the one-time $33.2 million féesicharge. Combined printing, paper
and distribution prices declined in 1997 by appnmadely 2% due to the impact of lower paper pricatier in the year, the successful
negotiations with suppliers and the leverage gathesligh the acquisition of the former Times Mirkigher Education Group.

Selling and general expenses increased 15.3%ctiaflevolume-related increases. A significant mortof both operating and selling and
general expenses is compensation, which increggedxmately 9% to $927 million, reflecting the iagd of merit increases, the acquisit



of the Times Mirror Higher Education Group and imiee related compensation.

Depreciation and amortization expense, includingraimation of goodwill, intangible assets and prglmation costs, increased $55 million,
or 23%, due primarily to the impact of the acquositof the Times Mirror Higher Education Group &hd amortization of prepublication
costs associated with 1997 el-hi adoptions.

In 1998, combined paper, printing and distributisites are expected to increase between 3-4% plyndaie to paper price increases that
occurred in late 1997, nominal printing price irages and an expected postal rate increase. Thetiofpaerit increases on compensation
costs should approximate 4%.
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Interest Expense

Net interest expense in 1997 was $52.5 million carag with $47.7 million in 1996, an increase ofghaillion, or 10.3%, resulting from &
increase in average commercial paper interest fiates5.4% in 1996 to 5.6% in 1997 and an increassmmercial paper borrowing levels.
In 1998, interest expense will increase due todndorrowing levels associated with capital expemds, primarily for the build-out of new
office space in New York City.

Provision for Income Taxes

The provision for taxes as a percent of income fieeiaxes, excluding the gain on the sale of Datapas 40.0% in 1997 compared with
40.6% in 1996. The reduction in the effective taterreflects lower state taxes resulting primdribyn the acquisition of the Times Mirror
Higher Education Group. Including the gain on thke ©f Datapro, the effective tax rate was 38.3% tduower taxes on the gain.

In 1998, the provision for taxes as a percent obine before taxes is expected to decline to 39%alts/orable apportionment changes
reducing state taxes.

1996 Compared with 1995
Revenue and Earnings

On October 15, 1996 the Shepard's/McGraw-Hill lggddlishing unit was exchanged for the Times Mitddgher Education Group and other
consideration, including $34 million in cash. Trauation of the properties exchanged was $485anilliThe divestiture of Shepard's
reflected a strategy to focus investment and ressun businesses with significant growth oppottesiand synergies with core businesses.

The acquisition of the Times Mirror propertieRichard D. Irwin, William C. Brown, Brown & Benchawk, Irwin Professional Publishing a
Mosby College - established the company as thedisddrgest educational publisher. The acquiretidrigducation businesses were
integrated with the McGraw-Hill College divisiorgsulting in the elimination of 500 positions and ttonsolidation of facilities and systems.
The integration actions were largely completedda7.

Operating revenue increased 4.7% in 1996, reflgaithen-record year for Standard & Poor's RatBgywices and stronger results in school
publishing and higher education. The exchange a@itn did not significantly impact year-to-yeaveaue comparisons as the former Times
Mirror Higher Education properties contributed $88lion in revenue, while Shepard's revenue dediig3 million due to the exchange
transaction and the divestiture of the topical faliihg unit at the end of 1995.

Excluding nonrecurring items, operating profit imped $22.2 million, or 4.4%, primarily due to Standl & Poor's Ratings Services' global
growth, a strong bond market and new products. &thrtal and Professional Publishing operating padtlined slightly as strong results in
school publishing and higher education were otiged decline in professional publishing's domestafit, development costs for McGraw-
Hill Home Interactive, and fourth quarter dilutinom the exchange transaction. Information and l&#grvices operating profit declined, as
improved profits at Business Week and the Constmdhformation Group were offset by declines irbReation Services and Broadcasting.

1995's results include a gain on the sale of thieab publishing division of Shepard's of $23.8lmil and a provision of $26.8 million for the
"best practices" program. Under the best pracficegram, actions were taken to improve the efficyeand effectiveness of major systems
and processes, including various administrativetions and related technology. Approximately 756ifi@ns were eliminated under this
program, mostly in 1996.

Expenses

Operating expenses in 1996 increased $104.7 miltioi.8%, due to volume and modest inflationagréases in key expense categories,
such as compensation. Paper, printing and distoibyirices were held to a 1% increase. Sellinggareral expenses increased less than 1%
as costs associated with the revenue increaselargedy offset by cost reductions. Depreciation antbrtization expenses increased $7.2
million, or 3.1%, due to the impact of the acquisitof the Times Mirror Higher Education Group.

Interest Expense

Net interest expense in 1996 decreased $11.1 milleflecting a decrease in average commercialrgaferest rates from 6.0% in 1995
5.4% in 1996, and reduced commercial paper bormg'énels.

Provision for Income Taxes

The provision for taxes in 1996 as a percent abine before taxes was 40.6%, excluding the gaimemxchange of the Shepard's/McGraw-
Hill legal publishing unit for the Times Mirror Higer Education Group. Including the gain on the axcje transaction, the effective tax rate
was 39.2% due to a lower state tax rate on the i@ reduction in the effective tax rate from 24.ih 1995 reflects the declining impact of
nondeductible goodwill amortization on higher pre¢arnings as well as favorable settlement of stat@udits
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Management's Discussion and Analysis
Segment Review

Educational and Professional Publishing

(in millions) 1997 1996 1995
Operating Revenue $1,573.8 $1,277.9 $1,235.6
% Increase 23.2 3.4 6.3
Operating Profit $ 187.7(a) $ 545.7(b) $ 162.6(c)
% Increase (Decrease) (65.6) 235.6 9.3

% Operating Margin 12 43 13

(@) Includes an $8.6 million provision for the colidation of office space in New York City.

(b) Includes the pretax gain on the exchange op&tus/McGraw-Hill legal publishing unit for therfiés Mirror Higher Education Group of
$418.7 million and an unusual charge of $25 millioncosts to integrate The McGraw-Hill Compani@sllege division with the acquired
higher education business.

(c) Includes the pretax gain on the sale of thep&tas/McGraw-Hill topical publishing unit of $23m8illion and a best practices charge of
$15.1 million.

The Educational and Professional Publishing segramists of three operating groups: Educationhlighing, Higher Education, and
Professional Publishing (comprising Internationabishing, Continuing Education Center, Professi@wok and Medical Publishing). On
October 15, 1996, the Shepard's/McGraw-Hill legdilizhing unit was exchanged for the Times Mirragtér Education Group, which is
reflected from the date of acquisition in the segtmesults. Shepard's/McGraw-Hill had revenue af 8bllion in 1996.

In 1997, the Educational and Professional Publgkiegment achieved record revenue and operatirfig. ditoe revenue growth of 23.2%
reflects strong growth in el-hi publishing and thk year impact of the Times Mirror Higher EduaatiGroup. Operating profit, excluding the
$8.6 million provision in the segment for the cdidation of office space and last year's net gairiree exchange of Shepard's for the Times
Mirror Higher Education Group, increased 29.2% 183 million. In 1996, revenue increased 3.4% @pefrating profit, excluding the
unusual items in both 1996 and 1995, declined nilydigem $154 million to $152 million due to dev@iment costs for McGraw-Hill Home
Interactive, reduced profits in domestic profesalgublishing, and dilution from the timing of igt@tion savings and the seasonal decline in
earnings in the acquired higher education busiresdting from the exchange transaction.

Educational Publishing

The Educational Publishing Group comprises fouisitims: McGraw-Hill School, publisher of textbooksd instructional materials for
elementary schools (grades K-8); Glencoe/McGrawi-Bicondary school (grades 7-12) and postsecomuadntisher; California Testing
Bureau (CTB/ McGraw-Hill), producer of publicatioaad provider of scoring for standardized achievenests, customized testing and
specialized educational software products; andngei®esearch Associates (SRA/McGraw-Hill), devala@pesupplementary elementary and
secondary instructional materials.

Educational Publishing Group revenue grew 25.4%0i®7 to $787 million, 50% of segment revenue. Madoaditions were very strong,
with a very favorable adoption cycle and a contthsgong funding environment. The revenue growtleces market share gains in adoption
states and open territories. Two product offerimgthe California reading adoption - McGraw-Hilll8ml's basal program, Spotlight on
Literacy, and the SRA/McGraw-Hill reading series|l€ctions for Young Scholars - combined for a nedtleading 35% share. McGraw-Hill
School's social studies program, Adventures in Tame Place, captured 60% market share in TexasteHutng and social studies programs
also performed very well in other adoption stated @pen territories.

Despite limited adoption opportunities, Glencoe/@daw-Hill increased revenue and profit throughbitsad product base and successful new
programs. SRA/ McGraw-Hill's performance improveatdo the California reading adoption and increasaes of its skill-based learning
materials. CTB/McGraw-Hill had strong revenue grovrom its new testing series, TerraNova, and iaseel custom testing services; profit
declined due to costs of introducing TerraNova lamger profit on custom contracts.

In 1998, Educational Publishing anticipates positivarket conditions with a continued favorable fagcenvironment, increasing enrolime
and a less robust, yet still positive, adoptionleyMajor 1998 elementary adoptions include matbeiven states, including Florida, where
McGraw-Hill School and SRA/McGraw-Hill will both k& product offerings, and the second year of tHédCaia reading adoption.
Glencoe/McGraw-Hill will have stronger adoption @punities in the secondary market, particularlynath and social studies.
CTB/McGraw-Hill will face an increasingly competitive testimgarketplace



In 1996, despite an off-adoption year, Educati¢hadlishing had a 5.1% increase in revenue and inagrprofits. Glencoe/McGraw-Hill
achieved impressive revenue and profit growth. MeGHill School revenue and profit declined from 598s expected, reflecting fall-off
from 1995's Texas music adoption. SRA/McGraw-Hilsults improved as the acquisition of Open CBulilishing and sales of direct

instruction materials more than offset revenueideslfrom 1995's Texas Early Childhood adoptionB®AcGraw-Hill had higher revenue
and profit.

Higher Education

Revenue in Higher Education increased 64% in 163386 million, 21% of segment revenue. The revenaease reflects the full year
impact of the former
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Times Mirror Higher Education Group. Key frontligtes driving the revenue increase include revisiof Knorre Puntos de Partida, An
Invitation to Spanish, Garrison Managerial Accongtiand Mader Inquiry Into Life. Profits increassdnificantly due to the revenue growth
and cost reductions from the integration prograitieited with the acquisition. Most of the plannetegration actions were completed in 1997
with the elimination of over 500 positions and tlemsolidation of facilities and systems.

In 1998, Higher Education expects to expand itetfist, benefit from a strong backlist and contirggewth in custom publishing. Profits
should reflect the full year impact of 1997 intd@ra actions. Enrollment trends are improving; heere students remain sensitive to the
perceived high prices of books and used books moatio be a factor in the marketplace. Higher Etioicglans to expand its electronic
delivery of content through products such as th&kdev-Hill Learning Architecture (MHLA) and custoneid products through Primis
Custom Publishing.

In 1996, Higher Education revenue increased dsgrémger frontlist sales, including McConnell's &B's Economics and Meig & Meigs'
Accounting revisions, stronger backlist and Prigdtes, and $54 million in fourth quarter sales fith former Times Mirror Higher
Education Group. Profit increased over 1995 dubedncreased revenue and expense controls.

Professional Publishing

Revenue increased 16.0% to $451 million, 29% ofreag revenue. The revenue growth reflects an exgghpdblishing plan for business,
computer and medical titles, the 8th edition of Emeyclopedia of Science and Technology, and thie édition of Harrison's Principles of
Internal Medicine. Internationally, revenue gregrsficantly due to the full year impact of formeinies Mirror products, the continuing
recovery in Mexico and improved economic condition€anada. Professional Publishing profits wemaplened by continued softness at the
Continuing Education Center, the home-study busines

In 1998, Professional Publishing plans to expasigitblishing plan and benefit from strong interoradil education markets. Enhancement of
course offerings is planned at the Continuing EtlanaCenter as a unit of the new McGraw-Hill Lifeg Learning unit.

In 1996, revenue grew approximately 1% as increagechational revenue was offset by a declinedmestic revenue reflecting a difficult
retail book market, a reduced publishing plan, lamcr completion rates at the Continuing Educa@amter. Profit declined due to the
domestic operating performance.

Financial Services

(in millions) 1997 1996 1995
Operating Revenue $980.1 $855.9 $786.8
% Increase 14.5 8.8 5.5
Operating Profit $269.9 () $262.1 $230.9
% Increase 3.0 135 6.3

% Operating Margin 28 31 29

(@) Includes a $20.4 million provision for the colidation of office space in New York City.

The Financial Services segment consists of twoaijmgy groups: Standard & Poor's Ratings Servicdsstandard & Poor's Financial
Information Services, which comprises divisions/sey the following markets: Retail, Corporate, Ihgtonal, Sales & Trading, and
Municipal Securities.

Financial Services' segment revenue increased 1th¥%380.1 million and operating profit, excludiag20.4 million provision for the
consolidation of office space, rose 10.8% to $290ilBon. Operating margins declined slightly, efting investments in new products and
services and global expansion. In 1996, the sedm@venue grew 8.8% and operating profit rose%3.5

Standard & Poor's Ratings Services

Standard & Poor's Ratings Services revenue ro$89i on record new issue volume in the U.S. bondketarapid growth in global markets
and expanded nontraditional ratings services. Gatpaatings growth reflects a favorable interagt environment and the increasing den
for high yield bonds. Structured Finance grew,eefhg strong issuance in asset-backed and moHgaged markets. Public Finance
revenue grew moderately in a favorable market enwrent. Nontraditional revenue continued to exgarateas such as managed funds and
insurance. International revenue grew substantiegfjecting the acquisitions of Risk AnnalysisAngentina and Fund Research in the UK,
and continued global growth in all regions. Theangting global focus also includes a 50% joint vestn Taiwan Ratings Corporation, a
10% equity interest in CRISIL, India's leading mgtiservice, and the signing of affiliation agreetsemith Fundacao Getuliuo Vargas in
Brazil and CA Ratings in South Africa. 1997 opergtprofit rose, reflecting the higher revenue wifileding larger investments in global
expansion and product diversification.

In 1998, Standard & Poor's Ratings Services argtiegpanother strong year, dependent on a contimuatia favorable interest re



environment, healthy bond market issuance, inclydioninvestment grade corporate debt, and contiexpdnsion of the nontraditional
business areas. Investment in international expangill continue.

In 1996, Standard & Poor's Ratings Services reveose on higher bond market issuance in the U.9igipal, corporate, and structured
markets, primarily reflecting a favorable interestzironment and increasing demand for funds frommeestment grade issuers.
Nontraditional revenue grew, reflecting continuedduct line diversification. International reveraiso grew substantially, reflecting 10(
ownership of ADEF, the former 50% joint ventureFance, and continued global growth, particulamsia and Europe. Global franchise
expansion continued with cooperation agreementeesligvith Pefindo in Indonesia and Feller-Rate ileCtJ.S. expansion continued with
the opening of an office in Dallas to serve soutstem states. 1996 operating profit rose, reflgctime higher revenue while funding incree
investments.

29



Management's Discussion and Analysis
Segment Review (continued)
Standard & Poor's Financial Information Services

Standard & Poor's Financial Information Servic€7revenue increased, driven by a strong econclimiate in the financial services
industry. The Retail Group's revenue increasedtaleentinued healthy demand for equity-relatedrimf@tion and services. In particular,
Standard & Poor's ComStock grew as more individuadstors seek real-time information to manager thwein portfolios. In the Institutional
sector, Standard & Poor's Compustat subscriptieamee gained from increased demand for fundameatalused by money managers. In
Sales & Trading, Standard & Poor's Platt's anddtah& Poor's MMS revenue improved, reflecting gitovm demand for real-time
fundamental information and analysis in the gldbancial and energy services markets. In the Qmatgcsector, Standard & Poor's DRI
revenue was flat. Negatively influencing the rev@performance is a continuing contraction in theestic municipal securities market.
Operating profit declined in 1997, reflecting theakness in the secondary municipal securities sentbmore aggressive investment in new
products, such as S&P Personal Wealth, a new setaiigeted to the individual investor market, whigs launched in early 1998.

In 1998, Standard & Poor's Financial Informatiomv&es will complete the realignment of its opevas around key core market segments.
New product development will continue to be a ptygrconcentrating on re-time Web-based data, commentary, and analyticaicss for
solutioneriented content and services. Growth plans wititicme to be impacted by the strength of intermationarkets. The November 1¢
acquisition of Micropal Group Ltd., a leading prder of mutual funds data and information, will atsmtribute to product line expansion.

In 1996, Standard & Poor's Financial Informatiom@&=es revenue grew at a modest rate. Revenue gnvag fueled primarily by
international market expansion, a healthy demaneédaity-related information and services and iasesl demand in electronic subscription
products. Negatively influencing revenue perforneadaring the year was a continued contractionéndibmestic municipal bond market.
Greater competitive pressure in the corporate nharkeé reduced government contracts hampered defoandnsulting services offered by
Standard & Poor's DRI. Operating profit grew ar@ager rate than revenue due to strong expensetont

Information and Media Services

(in millions) 1997 1996 1995
Operating Revenue $980.2 $940.9 $912.9
% Increase 4.2 3.1 7.0
Operating Profit $141.5 (a) $116.8 $115.1
% Increase 21.2 1.5 6.3

% Operating Margin 14 12 13

(@) Includes a provision of $1.5 million for reatate writedowns for the consolidation of officasp in New York City and a gain on sale of
Datapro Information Services of $20.4 million.

The Information and Media Services segment comptiseee operating groups: Information Services {{Bass Week, Publication Services,
Information Technology and Communications, and Tio@up International); McGraw-Hill Constructionftmmation Group; and the
McGraw-Hill Broadcasting Group.

The Information and Media Services segment's rexvémreased 4.2% to $980.2 million in 1997 and aipeg profit, excluding the gain on
the sale of Datapro and the facilities provisiortyeased $5.8 million, or 5.0%. In 1996, revenwegased 3.1% and operating profit incree
$1.7 million, or 1.5%. 1995 operating profit refled a best practice charge of $6.3 million.

Information Services

Information Services 1997 revenue increased 3.3%684 million, or 60% of segment revenue. The reeegrowth was 6.9% excluding the
divestiture of Datapro.

Business Week revenue and operating profit gremngty in 1997, the third year of growth. The resukflect an increase in advertising pe
of 5.8%, despite two fewer issues, and continuggrévement in advertising and circulation marginsh&nced marketing programs
contributed to the performance. A successful 1838ependent on continued strength in advertisingoirth American and international
markets, where growth is expected to be at a loaterdue to the Asian economic instability. In 19B6siness Week revenue and operating
profit grew as advertising and circulation margmgroved.

Publication Services comprises the Aviation Weedalthcare Information and Science and Technologfg.uRevenue and operating profit
increased in 1997, reflecting strong advertisinggogrowth in the healthcare magazines; strongajsahd classified advertising, and
circulation and ancillary product growth at AviatisVeek; and enhanced profit levels in Science awhmology on modest revenue growth
due to product line rationalization. In 1998, Paation Services expects to continue investinglicutation and new products and services



1996, Publication Services revenue increased dgeotsth in aviation and healthcare and severaltheate acquisitions, partially offset by
declines in Science and Technology; operating profie modestly.

Revenue for the Information Technology and Commativnis Group declined in 1997, reflecting the diiese of Datapro and a modest
decline in advertising revenue. Revenue gainslédem, LAN Times and NSTL testing services werfsetfby lower advertising and
circulation revenues at BYTE. The revenue declil@¥arE and increased marketing investments prodaeedperating loss. In 1998,
continued difficult market conditions are expected1996, Information Technology
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and Communications revenue declined and operatiofif geclined significantly due to the revenue ldeeand the costs to launch tele.com.

Tower Group International revenue increased in 188¥to growth in core U.S. customs brokerage legsimnd expansion in other
transportation services. Operating profit increaesea lower rate reflecting investments. In 198&art growth is expected to continue as will
investments in extended product offerings and dlekpansion. In 1996, revenue and operating piedittased due to the expansion of
inbound air transportation, drawback and profesdiadvisory services and the full year impact ef &pril 1995 acquisition of UCB Canada.

Construction Information

The McGraw-Hill Construction Information Group rexe increased 7.5% in 1997 to $279 million, 28%egment revenue. Revenue
increased due to growth at F.W. Dodge and Swestdéeatronic products grew by 25% and also from peyducts such as the Sweet's
Directory. Architectural Record and Engineering NeRecord had significant increases in advertisagep. Operating profit increased over
1996 due to the revenue growth and continued exper@magement. The contract value of new U.S. agctgin in the key nonresidential
building sector rose 7% in 1997 compared to 5%0@61

In 1998, the contract value of nonresidential bogds expected to rise at about half the rated¥71 The Group should continue to benefit
from new electronic products, product enhancemamdsopportunity-based partnerships and alliancesawde enriched content to
customers.

In 1996, revenue increased as F.W. Dodge's groutitaced 1995, Sweet's electronic revenue expanuktha construction magazines had
strong growth in advertising pages. Operating pin@ireased over 1995 due to the revenue growtle&pdnse savings.

Broadcasting

The McGraw-Hill Broadcasting Group operates fole\ision stations: VHF stations in Denver, Indiankgpand San Diego and a UHF
station in Bakersfield, California. All four statis are ABC affiliates. Broadcasting revenue inadas0% in 1997 to $117 million, 12% of
segment revenue. Revenue growth was limited bjod®eof political advertising, which had reachecborel levels in 1996. The stations also
faced declining ratings in ABC network prime-tim®gramming in 1997. Cost reductions enabled prédiieicrease significantly.

In 1998, Broadcasting expects a healthy sales @utlolitical advertising should be an importamteiutor with U.S. Senate and House
races in all markets and gubernatorial races iif@ala and Colorado.

In 1996, Broadcasting revenue was slightly lowantthe record level achieved in 1995; performanas ampered by declining ratings in
ABC network prime-time and early morning progravdvertiser spending in the San Diego market was aisll below expectations.
Political advertising in all four markets was styand reached a record level for the Group. Opeyatiofit declined accordingly.

Liquidity and Capital Resources

(in millions) 1997 1996
Working Capital $ 258.2 $ 130.9
Total Debt $ 684.4 $ 581.4
Accounts Receivable (before reserves) $1,155.1 $1,041.7
% Increase 11 11
Inventories $ 290.5 $ 273.2
% Increase 6 15
Investment in Prepublication Costs $ 166.8 $ 183.0
% Increase (Decrease) 9) 36
Capital Expenditures $ 787 $ 63.3
% Increase 24 8

The company continues to maintain a strong findpmaition. Cash flow from operations, excludindg®Imillion in tax payments on last
year's gain on the Shepard's/Times Mirror Highesdadion exchange, was $523 million in 1997, comgavith $460 million in 1996. Cas
flow from operations was sufficient to cover dividis, outlays for the purchase of property and eqgeig, investment in publishing progral
and the repurchase of common shares. 1996's aaglirim operations increased $26.9 million from 89@flecting the acquisition of Times
Mirror Higher Education.

In 1997, total debt increased $103 million, refiegtthe income tax payment on last year's exchgage partially offset by the retirement of
commercial paper borrowings resulting from positiesh flow. Debt includes $46 million of acquisiticelated debt, primarily due to the
former shareholders of Micropal Group Limited, sified as notes payable. Total debt as a percewmtiatgéal capital increased to 32.3% at
the end of 1997 from 29.9% at the end of 19969961 total debt decreased $47.3 million, reflectimgretirement of commercial paper
borrowings from positive cash flo\



Commercial paper borrowings at December 31, 199 881 million. Commercial paper debt is suppokgd $800 million revolving
credit agreement with a group of banks terminaitnigebruary 2002, and $350 million has been cleshés long-term. There are no amounts
outstanding under this agreement.

$250 million 9.43% senior notes, due in the ye@i®0emain outstanding. Under a shelf registratian became effective with the Securities
and Exchange Commission in mid-1990, an additi$28D million of debt securities can be issued. fits& debt could be used to replace a
portion of the commercial paper borrowings withdenterm securities, when and if interest ratesa#tractive and markets are favorable.

Working capital at the end of 1997 of $258 milliwas $127 million above the level at the end of 138Bnarily due to larger accounts
receivable balances from higher sales, net of tazgeent debt levels.

Earnings and cash flow are significantly impactgdhe seasonality of businesses, particularly etitueal publishing. The first quarter is the
least significant, accounting for 18% of revenued anly 5% of income in 1997. The third quartethis most significant, generating nearly
half of 1997 annual earnings. This seasonalitgirenue also impacts cash flow and related borropattgrns. The
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Management's Discussion and Analysis
Liquidity and Capital Resources (continued)

company typically borrows in the first half of tfiscal year, and generates cash in the seconahtidé year, primarily from fourth quarter
collections from customers in the education markBtés pattern is magnified in years where thergdsificant state adoption activity, such
as in 1997. The acquisition of the Times Mirror kiég Education Group further impacted the seasgnaflibperating results.

Accounts receivable (before reserves) increase8.8Imillion, or 10.9%, primarily as a result of irased revenues. The yeary&ar increas
was effectively controlled through timely colleat®d Number of days sales outstanding, a key indliatcollection efficiency, increased two
days in 1997 due to the increased sales in educatawkets where terms of sale are longer.

Finished goods and work-in-process inventorieseiased $22.4 million, or 9.4%, primarily due to kuge number of adoptions in 1997. Raw
material inventory, primarily paper, declined $flilion, reflecting the timing of paper purchases.

Capital expenditures, primarily the purchase opprty and equipment, totaled $79 million in 1999mpared with $63 million in 1996. In
1997 and 1996, expenditures were primarily for corapequipment for business units and corporatart®gnts, including the integration of
the Times Mirror Higher Education units. In 1998pital expenditures are expected to more than éadin to the buildut of the new lease
office space in New York City, construction of altling in Columbus, Ohio, and spending on systeedacement.

Net prepublication costs declined to $326 millieldacember 31, 1997 as amortization expense exdesttitional spending. Prepublicati
investment totaled $167 million in 1997, $16 mifliess than 1996. 1998 prepublication spendingpe&ed to increase approximately 20%
from 1997 levels, reflecting an increase in investirfor the 1999 and 2000 adoption years.

On January 31, 1996, the Board of Directors apmt@stock repurchase program authorizing the pgecbaup to four million shares of
common stock. As of December 31, 1997, 2.7 militommon shares have been repurchased at a cost@Pillion. The repurchased
shares were financed from internally generatedgumtie repurchased shares will be used for generpbrate purposes, including the
issuance of shares for the exercise of employex sigtions.

On January 28, 1998, an increase in the quartertynmon stock dividend of three cents, or 8.3%, t@@&%s per share was announced.

In 1998, cash flow from operations is expecteddasbifficient to cover dividends, investment in psitihg programs and any share
repurchases. Debt levels will be impacted by bomge for the increase in capital expenditures.

The company has operations in various foreign a@mtin the normal course of business, these tipasaare exposed to fluctuations in
currency values. Management does not considemntpadt of currency fluctuations to represent a $icgnit risk. The company has naturally
hedged positions in most countries with a locatency perspective and asset and liability offsElitie® company's interest expense is sensitive
to changes in the general level of U.S. interdststdn this regard, changes in the U.S. ratestatfie interest paid on a portion of its debt. The
company does not generally enter into derivatimaricial instruments in the normal course of businesr are such instruments used for
speculative purposes.

The technology environment has been reviewed tesasgear 2000 risks. Plans have been developemhtert or replace systems to achieve
Year 2000 compatibility. The cost for Year 2000 rficetions will approximate $15 million, mostly tze spent in 1998. Certain systems that
are not Year 2000-compliant will be replaced a$ pBongoing system development projects includethé company's capital expenditure
program.

The company has communicated with its significartdors, redistributors and customers to deternhieie plans to address the Year 2000
issue. While the company expects a successfuluimolof these issues, there can be no guarargesyktems of other companies, on which
our systems rely, will address all Year 2000 issurea timely basis or that their failure to sucéafsaddress all issues would not have an
adverse effect on the company.

"Safe Harbor" Statement under the Private Secsiifiggation Reform Act of 1995

This section, as well as other portions of thisuoent, includes certain forward-looking statemeaiftisut the company's business, new
products, sales, expenses, cash flows and opematthgapital requirements. Such forward-lookingesteents include, but are not limited to:
future paper, printing and distribution pricesuitet compensation merit increase rates; Educatiullishing's level of success in 1998
adoptions; the contribution to revenue and prdfiasn the former Times Mirror Higher Education buesses; the strength of international
education markets; the strength of profit levelSt@indard & Poor's Ratings Services; the levelio€sss of new product development and
strength of international markets at Standard &rRdeinancial Information Services; Business Wesltcess in expansion into international
markets; the strength of the domestic advertisiagket; the level of import activity; the contra@lwe of nonresidential building; McGraw-

Hill Construction Information Group's ability totioduce new electronic products, product extensémtsenhancements; Broadcasting's level
of political advertising; the level of future cafbtw, debt levels, capital expenditures and prejmaltibn cost investmen



Actual results may differ materially from thoseainy forward-looking statements because any suténséats involve risks and uncertainties
and are subject to change based upon various iamgdgctors, including but not limited to worldwideonomic and political conditions,
currency and foreign exchange volatility, the healt capital and equity markets, the successfuketarg of new products, and the effect of
competitive products and pricing and the timingeafucing costs in the newly merged higher educdtiiness.

32



Consolidated Statement of Income

Years ended December 31 (in thousands,

except per-share data) 1997 1996 1995
Operating revenue $3,5634,095  $3,074,697  $2,935,283
Expenses

Operating 1,639,377 1,445,028 1,340,348
Selling and general 1,116,215 968,103 960,875
Depreciation and amortization 293,518 238,558 231,408
Total expenses 3,049,110 2,651,689 2,532,631
Gain on exchange of Shepard's/McGraw-Hill (Note 3) -- 418,731 --

Other income - net (Note 2) 38,823 20,724 42,385
Income from operations 523,808 862,463 445,037
Interest expense - net 52,542 47,656 58,766
Income before taxes on income 471,266 814,807 386,271
Provision for taxes on income (Note 7) 180,591 319,074 159,144
Net income $ 290,675 $ 495,733 $ 227,127
Basic earnings per common share (Note 1) $ 294 $ 499 $ 229
Diluted earnings per common share (Note 1) $ 291 $ 496 $ 2.28

See accompanying notes.
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Consolidated Balance Sheet

December 31 (in thousands, except share data)

Assets

Current assets

Cash and equivalents (Note 1)

Accounts receivable (net of allowances
for doubtful accounts and sales returns:
1997 - $182,629; 1996 - $162,260)

Receivable from broker-dealers and dealer
banks (Note 1)

Inventories:

Finished goods
Work-in-process

Paper and other materials

Total inventories
Prepaid income taxes
Prepaid and other current assets

Total current assets

Prepublication costs (net of accumulated
amortization: 1997 - $526,156; 1996 - $486,960)
(Note 1)

Investments and other assets

Investment in Rock-McGraw, Inc. - at equity (Note 6

Prepaid pension expense

Other

Total investments and other assets

Property and equipment - at cost

Land

Buildings and leasehold improvements
Equipment and furniture

Total property and equipment
Less - accumulated depreciation

Net property and equipment

Goodwill and other intangible assets - at cost
(net of accumulated amortization:
1997 - $449,981; 1996 - $411,606) (Notes 1 and 3

1997 1996

$ 4768 $ 3,430
972,449 879,466

9,483 2,473

233,105 219,295
28,455 19,887
28,919 33,976
290,479 273,158
99,131 106,464
88,111 84,592

1,464,421 1,349,583
326,251 353,064

) 72,292 66,899
111,895 104,515
167,701 150,373
351,888 321,787
18,823 19,196
264,237 285,123
555,154 531,361
838,214 835,680
564,584 524,187
273,630 311,493
) 1,308,284 1,306,312
$3,724,474  $3,642,239

See accompanying notes.
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Liabilities and Shareholders' Equity

Current liabilities

Notes payable (Note 5)

Accounts payable

Payable to broker-dealers and dealer banks
(Note 1)

Accrued royalties

Accrued compensation and contributions to
retirement plans

Income taxes currently payable

Unearned revenue

Other current liabilities

Total current liabilities

Other liabilities

Long-term debt (Note 5)

Deferred income taxes

Accrued postretirement healthcare and
other benefits

Other non-current liabilities

Total other liabilities

Total liabilities

Commitments and contingencies (Notes 6 and 8)

Shareholders' equity (Notes 9 and 10)

$1.20 preference stock, $10 par value:
authorized - 891,256 shares;
outstanding - 1,362 shares in 1997
and 1,388 shares in 1996

Common stock, $1 par value:
authorized - 150,000,000 shares;
issued - 102,919,231 shares in 1997
and 102,919,060 shares in 1996

Additional paid-in capital

Retained income

Accumulated other comprehensive income

Less - common stock in treasury - at cost
(3,817,643 shares in 1997 and 3,388,398
shares in 1996)

Unearned compensation on restricted stock

Total shareholders' equity

1997 1996
$ 77,395 $ 24518
285,862 241,736
9,331 2,400
96,801 89,789
181,393 142,235
100,685 235,573
219,698 229,216
235,077 253,196
1,206,242 1,218,663
607,030 556,850
111,022 150,319
196,508 198,709
169,021 156,580
1,083,581 1,062,458
2,289,823 2,281,121
14 14
102,919 102,919
35,469 37,473
1,542,854 1,394,884
(74,247) (57,302)
159,447 107,410
12,911 9,460
1,434,651 1,361,118
$3,724,474  $ 3,642,239
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Consolidated Statement of Cash Flows

Years ended December 31 (in thousands) 1997 1996 1995

Cash flow from operating activities
Net income $ 290,675 $ 495,733 $ 227,127
Adjustments to reconcile net income to cash

provided by operating activities:

———

~— — —

Depreciation 73,151 71,097 67,916

Amortization of goodwill and intangibles 50,034 39,190 38,548

Amortization of prepublication costs 170,333 128,271 124,944

Provision for losses on accounts receivable 80,600 65,116 65,385

Provision for facility reserve 33,152 - -

Gain on sale of Datapro Information Services (20,404) -- --

Gain on exchange of Shepard's/McGraw-Hill

for the Times Mirror Higher Education Group - (418,731) -

Gain on sale of topical publishing - - (23,782

Provision for one-time integration costs -- 25,000 --

Other 7,541 5,839 6,120
Change in assets and liabilities net of effect of

acquisitions and dispositions:

Increase in accounts receivable (185,814) (118,235) (144,007

(Increase)/decrease in inventories (20,742) 4,000 (30,804

Increase in prepaid and other current assets (4,303) (15,880) (7,957

Increase in accounts payable and accrued expense S 91,423 40,717 51,697

Increase/(decrease) in unearned revenue (5,145) 13,770 2,894

Increase/(decrease) in other current liabilities (25,802) (11,010) 6,670

Increase/(decrease) in interest and income taxes

currently payable (134,117) 166,646 23,913

Increase/(decrease) in prepaid/deferred income t axes (19,770) (24,807) 18,913

Net change in other assets and liabilities (7,736) (6,564) 5,659
Cash provided by operating activities 373,076 460,152 433,236
Investing activities
Investment in prepublication costs (166,784) (182,978) (134,118
Purchase of property and equipment (78,724) (63,313) (58,776
Acquisition of businesses and equity interests (43,780) (31,195) (36,246
Proceeds from exchange of Shepard's/McGraw-Hill

for the Times Mirror Higher Education Group 6,730 27,258 --
Disposition of businesses 54,521 6,383 34,828
Other 3,256 3,658 1,353
Cash used for investing activities (224,781) (240,187) (192,959
Financing activities
Dividends paid to shareholders (142,705) (131,375) (119,653
Additions to/(repayment of) commercial paper

and other short-term debt - net 62,340 (46,696) (133,700
Repurchase of treasury shares (79,899) (63,314) -
Exercise of stock options 20,367 19,869 20,616
Other (5,560) (4,928) (3,133
Cash used for financing activities (145,457) (226,444) (235,870
Effect of exchange rate changes on cash (1,500) (341) (2,213
Net change in cash and equivalents 1,338 (6,820) 2,194
Cash and equivalents at beginning of year 3,430 10,250 8,056
Cash and equivalents at end of year $ 4,768 $ 3,430 $ 10,250

I~ 1~ 1~

See accompanying notes.
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Consolidated Statement of Shareholders' Equity

Years ended December 31, 1997, 1996 and 1995

Accumulated

other
$1.20 Additional compre-
(in thousands, except preference Common paid-in Retained hensive
per-share data) $10 par $1 par capital income income
Balance at December 31, 1994 $ 15 $ 102,918 $ 17,855 $ 923,052 $ (45,224)
Net income - - - 227,127 -
Other comprehensive income,
net of tax - foreign currency
translation adjustments - - - - (11,023)
Comprehensive income
Dividends ($1.20 per share) - - - (119,653 ) -
Exercise of stock options -- - 5,685 -- -
Restricted stock - - 3,152 - -
Other (1) 1 48 - -
Balance at December 31, 1995 14 102,919 26,740 1,030,526 (56,247)
Net income - - - 495,733 -
Other comprehensive income,
net of tax - foreign currency
translation adjustments - - - - (1,055)
Comprehensive income
Dividends ($1.32 per share) - - - (131,375 ) -
Share repurchase - - - - -
Exercise of stock options -- - 3,886 - -
Restricted stock - - 6,756 -- -
Other - - 91 - -
Balance at December 31, 1996 14 102,919 37,473 1,394,884 (57,302)
Net income - - - 290,675 -
Other comprehensive income,
net of tax - foreign currency
translation adjustments - - - - (16,945)
Comprehensive income
Dividends ($1.44 per share) - - - (142,705 ) -
Share repurchase - - - - -
Exercise of stock options - - (8,252) - -
Restricted stock - - 6,186 -- -
Other - - 62 - -
Balance at December 31, 1997 $ 14 $ 102,919 $ 35,469 $ 1,542,854 $ (74,247)
Less - Less -
common unearned
stock compensation
(in thousands, except in treasury on restricted
per-share data) at cost stock Total
Balance at December 31, 1994 $ 76,987 $ 8,577 $ 913,052
Net income - - 227,127
Other comprehensive income,
net of tax - foreign currency
translation adjustments - - (11,023)
Comprehensive income 216,104
Dividends ($1.20 per share) - - (119,653)
Exercise of stock options (14,583) - 20,268
Restricted stock (1,539) (469) 5,160
Other (87) - 135
Balance at December 31, 1995 60,778 8,108 1,035,066
Net income - - 495,733
Other comprehensive income,
net of tax - foreign currency
translation adjustments - - (1,055)
Comprehensive income 494,678
Dividends ($1.32 per share) - - (131,375)
Share repurchase 63,314 - (63,314)
Exercise of stock options (15,468) - 19,354
Restricted stock (1,096) 1,352 6,500
Other (118) - 209
Balance at December 31, 1996 107,410 9,460 1,361,118

Net income -

- 290,675



Other comprehensive income,
net of tax - foreign currency
translation adjustments -

Comprehensive income
Dividends ($1.44 per share) -
Share repurchase 79,899

Exercise of stock options (23,268)
Restricted stock (4,463)

Other (131)

Balance at December 31, 1997 $ 159,447

- (16,945)

12,911 $ 1,434,651

See accompanying notes.
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Notes to Consolidated Financial Statements
1. Accounting Policies

Principles of consolidation. The consolidated ficiahstatements include the accounts of all subgis and the company's share of earnings
or losses of joint ventures and affiliated companieder the equity method of accounting. All sigaifit intercompany accounts and
transactions have been eliminated.

Use of estimates. The preparation of financiakstents in conformity with generally accepted actiogrprinciples requires management to
make estimates and assumptions that affect the rmoeported in the financial statements and acemyipg notes. Actual results could
differ from those estimates.

Cash equivalents. Cash equivalents consist of yigilid investments with maturities of three maosthr less at the time of purchase.
Inventories. Inventories are stated at the lowerost (principally first-in, first-out) or market.

Prepublication costs. Prepublication costs, priadypoutside preparation costs, are amortized ftloenyear of publication over their estimated
useful lives, primarily three to five years, usiither an accelerated or the straight-line methdd.the company's policy to evaluate the
remaining lives and recoverability of such costhiol is often dependent upon program acceptanstaby adoption authorities.

Goodwill and other intangible assets. Goodwill atiter intangible assets that arose from acquisit@ther consummated or initiated prior to
November 1, 1970 are not amortized unless therddas a reduction in the value of the related as&todwill and other intangible ass
arising subsequent to November 1, 1970 of $1.&hikt December 31, 1997 and $1.7 billion at Decamdti, 1996 are being amortized over
periods of up to 40 years. The company periodiaaiyews its goodwill to determine if any impairnexists based upon projected,
undiscounted net cash flows of the related busine#ds

Receivable from/payable to broker-dealers and déaleks. A subsidiary of J.J. Kenny Co. acts agratfisclosed agent in the purchase and
sale of municipal securities for broker-dealers dedler banks, and the company had matched purehdsgale commitments of $282.4
million and $117.1 million at December 31, 1997 48986, respectively. Only those transactions nmte at the settlement date are reflected
in the balance sheet as receivables and payables.

Foreign currency translation. Assets and liab#iee translated using current exchange ratespegedain accounts of units whose functic
currency is the U.S. dollar, and translation adjgsits are accumulated in a separate componenadtstiders' equity. Revenues and
expenses are translated at average monthly exchatege Inventory, prepublication costs and prgpand equipment accounts of units wr
functional currency is the U.S. dollar are trarestiatising historical exchange rates and translatifpmstments are charged and credited to
income.

Revenue. Tuition revenue from home-study coursescisrded when the contracts are accepted. Ataime $ime, provisions for cancellation
and uncollectible accounts, and estimated costertaice the contracts, are recorded. Units whosentees are principally from subscription
income and service contracts record revenue agealhits whose revenues are principally from atisiag generally record subscription
income as received. Costs related to subscripgiensrally are expensed as incurred.

Depreciation. The costs of property and equipmentapreciated using the straight-line method baped the following estimated useful
lives:

Buildings and leasehold improvements - 15 to 40s/&auipment and furniture - 3 to 10 years

Advertising expense. The cost of advertising isesiged as incurred. The company incurred $109 mjl$86 million and $96 million in
advertising costs in 1997, 1996 and 1995, respalgtiv

Earnings per common share. Basic earnings per consimare are based on the average number of contmogssoutstanding during the
year. Diluted earnings per common share includestfeet of dilutive securities such as $1.20 cotilkr preference stock, stock options
restricted performance shares. The number of sliegeable upon exercise of stock options has bedurced by the number of common sh
assumed to have been purchased with the procemdgtie exercise of the options.

Accounting change. Effective December 31, 1997 ctimapany adopted the provisions of Statement adriéial Accounting Standards
(SFAS) No. 128, Earnings per Share. The standauines a change in the method used to computerggrpier share, a dual presentation of
basic earnings per common share and diluted earpiegcommon share and the restatement of priadsepresented.
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A reconciliation of the number of shares used &dculating basic earnings per common share antedilearnings per common share follo

(in thousands of shares) 1997 1996 1995
Average number of common

shares outstanding 98,97 3 99,416 99,257
Effect of stock options and

other dilutive securities 77 9 455 377

Average number of common
shares outstanding including
effect of dilutive securities 99,75 2 99,871 99,634

Restricted performance shares outstanding at Deze8ih 1997 of 365,700 were not included in the patation of diluted earnings per
common share because the necessary vesting cosditave not yet been met.

Stock-based compensation. The company grants agitora fixed number of shares to employees wighetkercise price equal to the fair
value of the shares at the date of grant. The cagnpecounts for stock option grants in accordanitie APB Opinion No. 25, Accounting for
Stock Issued to Employees, and, accordingly, reéieegmo compensation expense for the stock optiants;

Reclassification. Certain prior-year amounts haserbreclassified for comparability purposes.
2. Acquisitions and Dispositions

Acquisitions. In 1997, the company made seven adtpis and equity investments, including Micro@abup Ltd., for $43.8 million in cash,
net of cash acquired, and $41.9 million in debtl996, excluding the exchange of Shepard's/McGréinfdd the Times MirrorHigher
Education Group (TMHE), the company made four agitjohs, including Open Court Publishing, for $3inlion in cash, net of cash
acquired. See Note 3 for details of the Shepard&itdw-Hill-TMHEexchange. In 1995, the company maiteacquisitions, including UCB
Canada, Inc., for $36.2 million in cash. The effecthese acquisitions on the results of operatfonthe years presented was not material.

Noncash Investing Activities. Liabilities assumeadbnjunction with the acquisition of businessasluding TMHE, are as follow:

(in thousands) 1997 1996 1995
Fair value of assets acquired $104,116 $583,460 $58,152
Cash paid (net of cash

acquired) 43,780 3,937 36,246
Fair value of business

exchanged - 485,000
Liabilities assumed $ 60,336 $ 94,523 $21,906

Dispositions. In 1997, the company sold Dataprormiation Services, McGraw-Hill School Systems anddon House for $54.5 million.
The pretax gain on the sale of Datapro Informa8ernvices was $20.4 million, which was included tineo income. After taxes, the gain was
$20.2 million. The proceeds from the other two hasses sold approximated the book value of theeptiep. In 1996, other than the
Shepard's/McGraw-Hill-TMHE exchange discussed itel\) there were no significant dispositions. 183, %he company sold the topical
publishing business of Shepard's/ McGraw-Hill. Pinetax gain on this disposition was $23.8 milliatich was included in other income.
After taxes, the gain was $15.1 million.

3. Exchange of Shepard's/McGraw-Hill for Times MirHigher Education Group

On October 15, 1996, The McGraw-Hill Companies clatgal the exchange of its Shepard's/McGraw-Hilalgmblishing unit for the Times
Mirror Higher Education Group (TMHE) and other cmtsation, including $34 million in cash. The vaioa of the properties exchanged \
$485 million. The acquisition of TMHE was accounfedas a purchase and the net assets and rebojte@tions of TMHE have been
included in the consolidated financial statemeintsesthe date of acquisition. The excess of thestation value over the tangible assets
acquired was allocated to identifiable publishingangible assets ($231 million) being amortizedrdw&to 30 years and goodwill ($168
million) being amortized over 40 years.

The company recorded a pretax gain on the salbep&d's/ McGraw-Hill of $418.7 million ($260.5 tioh net of taxes, or $2.61 per diluted
share).

In connection with the acquisition of TMHE, the qoamy recorded acquisition reserves of $26.6 milliguch costs were primarily for
employee severance as well as professional feegaimlis other costs associated with the acqusitioaddition, one-time charges of $25
million related to the integration of the compar@@lege Division with the acquired TMHE businessrevrecorded in 1996. Such costs were
attributed to employee severance, asset -offs and other costs to integrate and consolideeperations



The following unaudited pro forma information pretethe consolidated results of operations of trapany for 1996 as if the exchange of
businesses had occurred at the beginning of 198&oRma results for 1996 are: operating revenug3o? billion, net income of $225 million
and diluted earnings per common share of $2.25.

These pro forma results are not necessarily indeatf those that would have occurred had the exgbaf businesses taken place at the
beginning of 1996.
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4. Segment Reporting and Geographic Information

A description of each of the company's three segsremd their products, services and markets sesviedluded on pages 22-23 of this
annual report.

Operating profit by segment and geographic aréstad operating revenue less expenses that areatbtnbe related to the unit's operating
revenue. ldentifiable assets by segment and geligrapea are those assets that are used in thatigmeof that unit. Corporate assets consist
principally of cash and equivalents, investmerRotk-McGraw, Inc., prepaid pension expense andnhirectaxes and leasehold improvements
related to subleased areas.

Foreign revenue and profit are from book publiskand financial and information services operation31 countries. Transfers between
geographic areas are recorded at cost plus a maridipmtercompany revenue and profit are eliminated

In June 1997, the Financial Accounting Standardsr@dssued SFAS No. 131, Disclosures about Segméats Enterprise and Related
Information, which is effective for fiscal yearsgiening after December 15, 1997. SFAS No. 131 mdl have any impact on the financial
results or financial condition of the company, may result in certain changes in required disclesaf segment information.

A summary of information about the company's openatby segment and geographic area follows:

Operat ing Operating Assets at Depreciati onand Capital

(in thousands) reven ue profit December 31 amortiza tion+ expenditures++
1997
Educational and Professional Publishing ~ $1,573 , 797  $ 187,722 $2,058,236 $ 225, 030 $ 193,137
Financial Services 980 ,120 269,886 674,355 33, 372 23,542
Information and Media Services 980 ,178 141,542 614,326 33, 871 28,829
Total operating segments 3,534 ,095 599,150 3,346,917 292, 273 245,508
Corporate - (75,342) 377,557 1, 245 -
Interest expense - net - (52,542) - - - -
Total company $3,534 ,095  $ 471,266* $3,724,474  $ 293, 518 $ 245,508
1996
Educational and Professional Publishing ~ $1,277 895  $ 545,652v $2,085,540 $ 172, 306 $ 201,211
Financial Services 855 ,925 262,085 561,128 30, 478 20,155
Information and Media Services 940 877 116,799 626,324 34, 635 24,925
Total operating segments 3,074 ,697 924,536 3,272,992 237, 419 246,291
Corporate - (62,073) 369,247 1, 139 -
Interest expense - net - (47,656) - - - -
Total company $3,074 ,697  $ 814,807* $3,642,239 $ 238, 558 $ 246,291
1995
Educational and Professional Publishing ~ $1,235 ,578  $ 162,604 $1,573,601 $ 166, 847 $ 154,560
Financial Services 786 ,786 230,934 562,742 29, 331 19,960
Information and Media Services 912 ,919 115,069 620,114 33, 086 18,048
Total operating segments 2,935 ,283 508,607 2,756,457 229, 264 192,568
Corporate - (63,570) 300,710 2, 144 326
Interest expense - net - (58,766) - - - -
Total company $2,935 ,283  $ 386,271* $3,057,167 $ 231, 408 $ 192,894
1997 United States $3,015 ,679  $ 509,025 $3,300,504

Foreign 518 416 90,125 423,970
1996 United States $2,624 ,703  $ 853,061 $3,274,513

Foreign 449 ,994 71,475 367,726
1995 United States $2,528 ,553  $ 448,876 $2,707,536

Foreign 406 ,730 59,731 349,631

* Income before taxes on income.
+ Includes amortization of goodwill and intangilalgsets and prepublication costs.
++ Includes purchases of property and equipmenirarestments in prepublication costs.

v Operating profit includes a pretax gain on exgeaf Shepard's/McGraw-Hill for the Times Mirrorghier Education Group of $418.7
million and a one-time charge of $25 million forst® of integrating the company's College Divisiathwhe acquired higher education
business



5. Debt

At December 31, 1997, the company had short-temrotaings of $427 million, primarily representingrdestic commercial paper
borrowings of $381 million and acquisition-relaebt of $46 million at an average interest raté.6%6 maturing at various dates during
1998. The commercial paper borrowings are suppdyetie revolving credit agreement described bebovd, $350 million has been classit
as long-term.

The company has an $800 million revolving credieagnent with a group of banks terminating in Felyr@902. Interest rates on amounts
borrowed vary depending upon the source and aedl@s either the Eurodollar or a bank base ratineatompany's option. The credit
agreement contains various warranties and covetizaitsnust be complied with on a continuing baBie agreement requires a commitment
fee on the unused portion of the
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credit line. At December 31, 1997, there were na@dwings under the agreement.

In 1990, the company issued $250 million of 9.43%iar notes due September 1, 2000. The notes aeeured obligations of the company
and are not redeemable by the company prior tonduerity date.

At December 31, 1996, the company had short-tenmotaings of $325 million, primarily representingrdestic commercial paper
borrowings at an average interest rate of 5.4% nmafat various dates during 1997. The commera@alep borrowings were supported by the
revolving credit agreement noted above and $300omibf the commercial paper borrowings was clasdifis long-term.

A summary of long-term debt at December 31 follows:

(in thousands) 1997 1996
9.43% senior notes due 2000 $250,000 $250,000
Commercial paper supported

by bank revolving credit agreement 350,000 300,000
Other (primarily acquisition related notes) 7,030 6,850
Total long-term debt $607,030 $556,850

The company paid interest on its debt totaling $5illion in 1997, $50.1 million in 1996 and $58rllion in 1995.

The carrying amount of the company's commerciaépaprrowings approximates fair value. The faiueabf the company's 9.43% senior
notes and other long-term debt at December 31, 28671996, totaling $257.0 million and $256.9 roillj respectively, based on current
borrowing rates for debt with similar terms and oniies, is estimated to be $279.7 million and $28&illion, respectively.

6. Investment in Rock-McGraw, Inc.

Rock-McGraw owns the company's headquarters buildingaw York City. It is owned 45% by the company aid®bby Rockefeller Groug
Inc.

The company currently occupies a portion of thealele space. The lease is for 30 years endingeiyelar 2002 and includes renewal options
for two additional 15-year periods. The company éwtered into a supplemental agreement with Rocleidw to surrender a portion of its
occupied space starting in 1998. In 1997, the compaid Rock-McGraw gross annual rentals of $17Bam (including various escalation
payments) for the occupied space and $13.8 mifboispace that it has sublet. Over the lease témrencompany is recovering a portion of the
rentals through its share of earnings of Rock-MetGra

A summary of significant financial information fRock-McGraw follows:

(in millions) 1997 1996 1995
Revenue $ 64. 6 $63.7 $62.7
Net income 13. 0 11.2 9.7
Depreciation expense 6. 7 6.5 6.4
Total assets 228. 4 208.8 200.7
Mortgage payable 20. 2 23.8 275
Total liabilities $ 66. 7 $60.0 $63.0

The building is financed by an 8 1/8%, 25-year mage repayable in quarterly installments of $.9iomlplus interest, with the balance of
$18.3 million due at maturity in 1998.

7. Taxes on Income

Income before taxes on income resulted from domestérations (including foreign branches) and fpresubsidiaries' operations as follows:

(in millions) 19 97 1996 1995
Domestic operations $42 5.9 $783.6 $356.1
Foreign operations 4 5.4 31.2 30.2

Total income before taxes $47 1.3 $814.8 $386.3



A reconciliation of the U.S. statutory tax ratele company's effective tax rate for financial ntjpg purposes follows:

1997 1996 1995
U.S. statutory rate 35.0% 35.0% 35.0%
Goodwill amortization 1.3 0.7 1.7
Effect of state and local
income taxes 4.0 3.7 5.5
Other - net (2.0) (0.2) (1.0)
Effective tax rate 38.3% 39.2% 41.2%
The provision for taxes on income consists of thiWing:
(in millions) 19 97 1996 1995
Federal:
Current $154. 2 $281.4 $104.9
Deferred (21. 2) (19.3) 11.9
Total federal 133. 0 262.1 116.8
Foreign:
Current 19. 1 11.8 7.3
Deferred (0. 4) (0.7) 2.3
Total foreign 18. 7 11.1 9.6
State and local:
Current 33. 1 48.8 28.0
Deferred (4. 2) (2.9) 4.7
Total state and local 28. 9 45.9 32.7
Total provision for taxes $180. 6 $319.1 $159.1

The principal temporary differences between th@aoting for income and expenses for financial répgrand income tax purposes as of

December 31 follow:

(in millions)

Fixed assets and intangible
assets

Prepaid pension and other
expenses

Unearned revenue

Reserves and accruals

Postretirement and
postemployment benefits

Other - net

Deferred tax liability - net

1997 1996
$127.4  $13838
73.7 70.2
385 41.2
(149.0)  (152.7)
(90.7) (95.9)
12.0 42.3
$11.9 $43.9

The company made net income tax payments totaB3d.$ million in 1997, $170.6 million in 1996 anii1f .4 million in 1995.
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The company has not recorded deferred income &gpalgcable to undistributed earnings of foreignsidiaries that are indefinitely reinves

in foreign operations. Undistributed earnings antedrio approximately $66 million at December 3197,%xcluding amounts that, if
remitted, generally would not result in any addiibU.S. income taxes because of available forigreredits. If the earnings of such foreign
subsidiaries were not indefinitely reinvested, fedted tax liability of approximately $17 millionauld have been required.

8. Rental Expense and Lease Obligations

Rental expense for property and equipment undepaitating lease agreements was as follows:

(in millions) 19 97 1996 1995
Gross rental expense $10 8.9 $107.1 $105.7
Less: sublease revenue 2 7.5 28.5 26.1

Net rental expense $8 14 $78.6 $79.6

The company is committed under lease arrangemewntsiag property, computer systems and office egeipt. Certain lease arrangements
contain escalation clauses covering increased fmsteal estate taxes and operating services.

In an effort to consolidate its New York City officpace, the company entered into two new leaseiagnts in 1997 covering approximat
1.4 million square feet of office space. Both leaggpire in the year 2020. The new lease arrangesnseincide with the expiration of several
existing leases in 1999 and the surrender of agmoadf the company's occupied space in its headepsabuilding, referred to in Note 6,
starting in 1998.

Minimum rental commitments under existing noncaabld leases with a remaining term of more thanyee, including the company's
headquarters building, are shown in the followialglé¢. The annual rental commitments for real estataigh the year 2002 have been
reduced by approximately $18 million of revenuenrexisting noncancelable subleases.

(in millions)

1998 $ 531
1999 50.3
2000 52.4
2001 47.0
2002 44.3
2003 and beyond 784.8
Total $1,031.9

9. Capital Stock

The $1.20 convertible preference stock may be atedénto common stock at the option of the shaddraat the rate of one share of
preference stock for 6.6 shares of common stock.

The number of common shares reserved for issuam@nfployee stock plan awards was 10,080,964 ag¢mker 31, 1997 and 6,350,994 at
December 31, 1996. Under the Director Deferred iS@wnership Plan, 158,298 and 160,000 common sheges reserved for issuance at
December 31, 1997 and 1996, respectively.

On January 31, 1996, the Board of Directors appt@stock repurchase program authorizing the coynfmapurchase up to four million
shares of the company's common stock. Through Dieee1, 1997, the company had repurchased apprtdinta7 million shares of
common stock at a total cost of $143.2 million. Tépurchased shares may be used for general ctepgmreposes, including the issuance of
shares for the exercise of stock options.

Two million shares of preferred stock, par valugogt share, are authorized; none have been is608M00 shares have been reserved for
issuance under a Preferred Share Purchase Rigima&bpted by the company's Board of Directors ctol@@r 25, 1989. Under the Plan, one
right for each share of common stock outstanding granted to shareholders of record on Novemb&@®&9. Each right entitles shareholders
to buy a 1/200th interest in a share of a seriggaferred stock at an exercise price of $137.50@ight. The rights will not be exercisable or
transferable until a party either acquires benafficivnership of 20% or more of the company's comsi@res or announces a tender offer for
20% or more of the common shares. In the eventdhgany is a party to a merger, reverse mergether business combination, each right
will entitle its holder to purchase, at the exezqisice of the right, a number of shares of comstook of the surviving company having a
market value of two times the exercise price ofrtght. The Plan also gives the Board of Directbis option to exchange one share of
common stock of the company for each right (noteavhy the acquirer) after an acquirer holds 20%dms than 50% of the outstanding
shares of common stock. The rights are redeemablaeahalf cent per right until a party acquire8@6r more of the company's common
shares, and expire November 6, 1¢



10. Stock Plan Awards

The company applies the provisions of Accountingddples Board Opinion (APBO) No. 25, Accounting ftock Issued to Employees, in
accounting for its stock-based awards. Accordingtycompensation cost has been recognized faioi& sption plans and the compensation
cost that has been recognized for its restricteckgperformance awards continues under APBO No. 25.

The company has two stock option plans: the 19931887 Key Employee Stock Incentive Plans.

The plans provide for the granting of incentivecktoptions, nonqualified stock options, stock apfon rights, restricted stock awards,
deferred stock (applicable to the 1987 Plan onfyjtber stock-based awards to purchase a totad.dfrhillion shares of the company's
common stock - 4.6 million shares under the 198n Rhd 9.5 million shares under the 1993 Planiresided.

Stock options may not be granted at a price lems the fair market value of the company's commocksat date of grant, vest in two years in
equal annual installments and have a maximum témenoyears.
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Beginning in 1997, participants who exercise anoopby tendering previously owned shares of comstook of the company may elect to
receive a one-time restoration option coveringrtheber of shares tendered. Restoration optiongrarged at fair market value of the
company's common stock on the date of the gramg hanaximum term equal to the remainder of thgimei option term, and are subject 1
six-month vesting period.

Had the company elected to apply the provisiorStatement of Financial Accounting Standards (SAR&)123, Accounting for Stock-
Based Compensation, net income would have beereddwy $1.1 million, or $.01 per diluted share¥687, $2.9 million, or $.03 per diluts
share for 1996, and $1.8 million, or $.02 per @itlshare for 1995 after accounting for stock-basedpensation effective for awards made
January 1, 1995 and thereafter.

The fair value of each option grant was estimatethe date of grant using the Black-Scholes oppincing model with the following
assumptions for 1997, 1996 and 1995, respectivisksfree interest rate of 6.1%, 5.4% and 7.5%ijd#iad yield of 2.9%, 3.0% and 3.4%;
volatility of 19% for 1997 and 15% for 1996 and 5%nd expected life of five years for all years.

A summary of the status of the company's stocloaptians as of December 31 and activity duringyties follows:

Weighted

average

exercise
(in thousands of shares) Shares price
Outstanding at December 31, 1994 3,034 $30.86
Options granted 878 33.57
Options exercised (698) 29.79
Options cancelled and expired (106) 34.00
Outstanding at December 31, 1995 3,108 $31.67
Options granted 988 43.48
Options exercised (654) 30.82
Options cancelled and expired (142) 39.06
Outstanding at December 31, 1996 3,300 $34.88
Options granted 1,368 50.41
Options exercised (957) 33.20
Options cancelled and expired (146) 44.32
Outstanding at December 31, 1997 3,565 $40.92

At December 31, 1997, 1996 and 1995, options 815,000, 2,076,000 and 1,955,000 shares of comtock s/ere exercisable. The
weighted average fair value of options grantedrdufi997, 1996 and 1995 was $10.04, $6.92 and $&8gectively.

A summary of information about stock options outdiag and options exercisable at December 31, 18®&ivs:

Options Options

(in thousands of shares) Outstanding Exercisable

Weighted Weight ed Weighted

average avera ge average
Range of remaining exerci se exercise
exercise prices  Shares term pri ce Shares price
$26.22t0 $34.88 1,559 5.0years  $31. 69 1,559 $31.69
$42.38t0 $62.31 1,790 8.6years  $45. 68 356 $43.57
$66.81 to $68.75 216 4.9years  $68. 06 - -
$26.22t0 $68.75 3,565 6.8years  $40. 92 1,915 $33.89

Under the Director Deferred Stock Ownership Platotal of 160,000 shares of common stock was reskfor issuance on July 1, 1996 and
may be credited to deferred stock accounts foitdéidirectors. In general, the Plan requires 8@ of eligible Directors' annual
compensation plus dividend equivalents be credaetkferred stock accounts. Each Director may alisct to defer all or a portion of the
remaining compensation and have an equivalent nuoftshares credited to the deferred stock accdettipients under this Plan are not
required to provide consideration to the compaimgiothan rendering service. Shares will be deliya® of the date a recipient ceases to be a
member of the Board of Directors or within five ye#hereafter, if so elected. The Plan will remiaieffect until terminated by the Board of
Directors or until no shares of stock remain avddainder the Plan.

Restricted stock performance awards have beenagtamder the 1993 and 1987 Plans. These reststiel awards will vest only if the
company achieves certain financial goals over waricesting periods. Recipients are not requirgut@eide consideration to the compe



other than rendering service and have the righibte the shares and to receive dividends.

Under SFAS No. 123, compensation cost is recogrfizethe fair value of the restricted stock awardetich is its market value without
restrictions at the date of grant. For performancentive shares, adjustments are made for achieweaf goals but not for subsequent
changes in the market value of the stock.

A total of 319,695 restricted shares were issuethatverage market value of $48.62 in 1997, 289%Ba8es at an average market value of
$43.79 in 1996 and 282,468 shares at an averadeethadue of $33.68 in 1995. The awards are recbaedéhe market value on the date of
grant. Initially the total market value of the skmis treated as unearned compensation and isechrg@xpense over the respective vesting
periods. Under APBO No. 25, for performance incenshares, adjustments are also made to expenskdioges in market value and
achievement of financial goals. Restricted stoakpensation charged to expense was $16.0 milliod967, $12.0 million for 1996 and $9.1
million for 1995. Restricted shares outstandinthatend of the year were 555,717 in 1997, 545,6719986 and 539,356 shares in 1995.

11. Retirement Plans

The company and its subsidiaries have a numbeefoiet benefit pension plans and defined contrilugilans covering substantially all
employees. The company's primary pension plamisnaontributory plan under which benefits are basedmployee career employment
compensation. The company also has a voluntaryragefeompensation plan under which the company meatemployee contributions up to
certain levels of compensation and an Employea@mgént Account Plan under which the company comiteba percentage of eligible
employees' compensation to the employees' accounts.
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For purposes of determining annual pension coglt pervice costs and the net asset at Januai9886, dre being amortized straight-line over
the average remaining service period of employgpsated to receive benefits. The assumed retuplaonassets of 9.5% is based on a
calculated market-related value of assets, whicbgeizes changes in market value over five years.

A summary of pension cost for the company's domelgfined benefit plans follows:

(in millions) 199 7 1996 1995
Service cost $16 2 $16.9 $13.2
Interest cost 33 2 30.8 28.5
Return on assets:
Actual return (136 1) (103.4) (122.2)
Deferred 81 4 52.9 75.7
Recognized (54 .7) (50.5) (46.5)
Amortization of net asset

at 1/1/86 © .9) (3.0) (6.1)
Net amortization and

deferral 0 2 0.9 (2.1)
Net negative pension cost $5 9) $@4.9 $(13.0)
Assumed rates - January 1:
Discount rate (interest cost) 73l 4% 7 1/4% 8 1/2%
Compensation increase factor 51/ 2 51/2 51/2
Return on assets 91/ 2 91/2 91/2

The company also has an unfunded supplementalitsepksn to provide senior management with supptaaieetirement, disability and
death benefits. Supplemental retirement benefitdased on final monthly earnings. Pension costappsoximately $2 million for 1997,
1996 and 1995. The accumulated benefit obligat®afddecember 31, 1997 was $18.7 million, includiegted benefits of $17.3 million, &
the projected benefit obligation was $19.8 million.

Total retirement plans cost was $44.3 million f68Z, $40.0 million for 1996 and $31.3 million fodd5.

The funded status of the domestic defined benkditgpas of December 31 follows:

(in millions) 1997 1996
Actuarial present value of pension benefits:
Vested benefits $(442.1) $(376.5)
Nonvested benefits (21.8) (17.4)
Accumulated benefit obligation (463.9) (393.9)
Additional amount related to projected

compensation increases (33.0) (30.6)
Projected benefit obligation (496.9) (424.5)

Plan assets at market value -
primarily listed stocks and

U.S. government obligations 774.5 665.7
Excess of assets over projected

benefit obligation 277.6 241.2
Unrecognized net asset at 1/1/86 (0.7) (1.6)
Unrecognized prior service cost 18.5 6.6
Unrecognized net gain (183.5) (141.7)
Prepaid pension cost at December 31 $111.9 $104.5
Assumed rates - December 31:
Discount rate 7 1/4% 7 3/14%
Compensation increase factor 51/2 51/2

The company has several foreign pension plangithabt determine the accumulated benefits or restasvailable for benefits as disclosed
above. The amounts involved are not material aadrerefore not included.

12. Postretirement Healthcare and Other Benefits

The company and some of its domestic subsidiar@gge certain medical, dental and life insuraneadiits for retired employees and
eligible dependents. The medical and dental plemgsantributory while the life insurance plan isxoontributory. The company currently
does not fund any of these pla



Postretirement benefits cost was $7.6 million i97,98.3 million in 1996 and $7.1 million in 199% summary of the components of the cost
in 1997, 1996 and 1995 follows:

(in millions) 199 7 1996 1995
Service cost $ 2 4 $ 25 $ 2.0
Interest cost 10 1 10.0 10.4
Net amortization and deferral 4 .9) (4.2) (5.3)
Postretirement benefits cost $7 .6 $ 8.3 $71

A summary of the components of the unfunded pastraent benefit obligation as of December 31 foBow

(in millions) 1997 1996
Retirees $(102.3) $(98.0)
Fully eligible plan participants (14.5) (14.0)
Other active plan participants (25.7) (23.0)
Total accumulated postretirement

benefit obligation (142.5) (135.0)
Unrecognized net gain (37.0) (44.2)
Unrecognized prior service cost (17.0) (19.5)

Accrued postretirement benefit
obligation $(196.5)  $(198.7)

The assumed weighted average healthcare costrmencanges from 7.5% in 1998 decreasing ratabby5% in 2002 and remaining at that
level thereafter. Increasing the assumed healtlezzsietrend rate by one percentage point in edtingwyear would increase the accumulated
postretirement benefit obligation at December 3B 71lby $11.4 million and 1997 benefit expense byt $illion. The weighted average
discount rate used to measure expense was 7.7599ihand 7.25% in 1996; the rate used to measaradtumulated postretirement benefit
obligation was 7.25% in 1997 and 7.75% in 1996.
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Report of Management

To the Shareholders of
The McGraw-Hill Companies, Inc.

The financial statements in this report were pregday the management of The McGraw-Hill Compariss, which is responsible for their
integrity and objectivity.

These statements, prepared in conformity with gelyeaccepted accounting principles and includingants based on management's best
estimates and judgments, present fairly The McGritwcompanies' financial condition and the resuatdhe company's operations. Other
financial information given in this report is cosigint with these statements.

The McGraw-Hill Companies' management maintaingséesn of internal accounting controls designedrtvigle reasonable assurance that
the financial records accurately reflect the conyfmaperations and that the company's assets etecprd against loss. Consistent with the
concept of reasonable assurance, the company ligesghat the relative costs of these controls lshoot exceed the expected benefits in
maintaining these controls. It further assuregginaity of the financial records in several waygragram of internal audits, the careful
selection and training of management personnehtaiaing an organizational structure that providesppropriate division of financial
responsibilities, and communicating financial atieeo relevant policies throughout the corporatibime financial statements in this report
have been audited by Ernst & Young LLP, independenitors, in accordance with generally acceptetitiag standards. The independent
auditors were retained to express an opinion offitla@cial statements, which appears in the nekinop.

The McGraw-Hill Companies' Board of Directors, thgh its Audit Committee, composed entirely of cdesilirectors, is responsible for
reviewing and monitoring the company's financiglaing and accounting practices. The Audit Comemitineets periodically with
management, the company's internal auditors anohtleendent auditors to ensure that each grocgriging out its respective
responsibilities. In addition, the independent tardihave full and free access to the Audit Comeaitind meet with it with no representatives
from management present.

/ s/ Joseph L. Dionne
Joseph L. Dionne
Chai rman and Chi ef Executive O ficer

/ s/ Robert J. Bahash
Robert J. Bahash
Executive Vice President and Chief Financial Oficer

Report of Independent Auditors

The Board of Directors and Shareholders
of The McGraw-Hill Companies, Inc.

We have audited the accompanying consolidated balsineets of The McGraw-Hill Companies, Inc. aBetember 31, 1997 and 1996, and
the related consolidated statements of incomeghblodders' equity and cash flows for each of thedlyrears in the period ended Decembe
1997. These financial statements are the respdihsilfithe company's management. Our responsjlidito express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, based on our audits, the consddiddinancial statements referred to above presémy fin all material respects, the
consolidated financial position of The McGraw-Hilbmpanies, Inc. at December 31, 1997 and 1996thenconsolidated results of its
operations and its cash flows for each of the tlgesers in the period ended December 31, 1997, nfoamity with generally accepted
accounting principles.

/sl Ernst & Young LLP

New Yor k, New Yor k
January 27, 1998
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Eleven-Year Financial Review

(in thousands, except per-share data) 1997 1996 1995 1994

Operating results by segment and income statistics
Operating revenue

Educational and Professional Publishing $ 1,573,797 $ 1,277,895 $ 1,235,578 $1,162,157
Financial Services 980,120 855,925 786,786 745,480
Information and Media Services 980,178 940,877 912,919 853,232
Total operating revenue 3,534,095 3,074,697 2,935,283 2,760,869
Operating profit(f)

Educational and Professional Publishing(b) 187,722 151,921 162,604 125,765
Financial Services 269,886 262,085 230,934 217,212
Information and Media Services 141,542 116,799 115,069 108,343
Total operating profit 599,150 530,805 508,607 451,320

Share of profit of Macmillan/McGraw-Hill
School Publishing Company (d and f) -

Unusual charges (b,e and f) - (25,000) -- -

Gain on exchange of Shepard's/McGraw-Hill (b) - 418,731 -- -

Gain on sale of interest in Nikkei/McGraw-Hill (g) - - -- -

General corporate (expense)/income (f and h) (75,342) (62,073) (63,570) (54,134)
Interest (expense)/income - net (52,542) (47,656) (58,766) (51,746)
Income before taxes on income (a and c) 471,266 814,807 386,271 345,440
Provision for taxes on income 180,591 319,074 159,144 142,321
Income before cumulative adjustment 290,675 495,733 227,127 203,119
Cumulative effect on prior years of changes in acco unting (i) -- --

Net income $ 290,675 $ 495,733 $ 227,127 $ 203,119

Basic earnings per share
Income before cumulative adjustment $ 294 $ 499 $ 229 $ 2.06
Cumulative adjustment - -- -- --

Net income $ 294 $ 499 $ 229 $ 206
Dilutive earnings per share
Income before cumulative adjustment $ 2091 $ 496

Cumulative adjustment (i) - -

Net income $ 291 $ 496
Dividends per share of common stock $ 144 $ 132

Operating statistics

Return on average shareholders' equity 20.8% 41.4% 23.3% 23.4%
Income before taxes as a percent of revenue 13.3 26.5 13.2 125
Income before cumulative adjustment as a percent of revenue 8.2 16.1 7.7 7.4

Balance sheet data

Working capital $ 258,179 $ 130,920 $ 193,346 $ 130,272
Total assets 3,724,474 3,642,239 3,057,167 2,960,285
Total debt 684,425 581,368 628,664 762,805
Shareholders' equity 1,434,651 1,361,118 1,035,066 913,052
Number of employees 15,690 16,220 15,452 15,339

(@) 1997 income before taxes on income reflect83a2pmillion provision for the consolidation of @fé space in New York City and a $20.4
million gain on the sale of Datapro Information Bees.

(b) 1996 operating profit excludes a net gain angkchange of Shepard's/ McGraw-Hill for the Tirivésor Higher Education Group
comprising a $418.7 million gain on the exchange @a$25 million one-time charge for integrationtsos

(c) 1995 income before taxes on income reflect®@8million provision for best practice initiatvand a $23.8 million gain on sale of the
topical publishing division of Shepard's/McGraw-Hil

(d) Reflects The McGraw-Hill Companies' share affpprof Macmillan/ McGraw-Hill School Publishing @apany through September 30,
1993. Macmillan/McGraw-Hill results are consoliddeffective October 1, 1993 in the Educational Brafessional Publishing segment.

(e) 1993 amount reflects unusual charges in coioreutith the acquisition of the additional 50% irgst in Macmillan/McGraw-Hill.

(f) 1989 and 1988 operating profit excludes unushakrges of $220 million and $149.6 million, redpedy, as follows:

1989 1988
Educational and Professional Publishing $ 33,140 $ 20,534
Financial Services 94,899 67,155

Information and Media Services 15,554 29,009



Total operating segments 143,593 116,698

Macmillan/McGraw-Hill joint venture units -- 7,866
Corporate expense 76,407 25,000
Total company $220,000 $149,564
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1993 1992 1991

$ 667,444 $ 567,363 $ 532,438
696,933 617,555 555,820
831,076 865,573 854,754
2,195,453 2,050,491 1,943,012
49,374 62,746 48,928
200,865 168,394 143,056
102,344 113,198 120,242
352,583 344,338 312,226
28,376 11,280 27,483
(229,800) - -
(48,538) (50,774) (34,415)
(36,342) (37,557) (46,987)
66,279 267,287 258,307
54,838 114,132 110,297
11,441 153,155 148,010
- (124,587) -

$ 11,441 $ 28568 $ 148,010

$ 012 $ 157 $ 152
- (1.28) -

$ 012 $ 029 $ 152

$ 012 $ 157 $ 152
- (1.28) -

$ 012 $ 029 $ 152

$ 114 $ 112 $ 110
1.3% 3.0% 15.2%
3.0 13.0 13.3
0.5 75 7.6

$ 62,887 $ (19,596) $ 29,543
3,043,232 2,473,021 2,482,679
928,710 482,991 568,159
823,008 908,760 998,975
15,661 13,393 13,539

1990 1989 198
$ 534,724  $ 483,666 $ 437
505,641 432,314 399
898,273 872,983 836
1,938,638 1,788,963 1,673
70,196 44,107 48
123,999 85,081 81
170,788 192,254 175
364,983 321,442 305
21,601 13,688 2
- (220,000) (149
- - 221
(28,370) 6,546 5
(55,627) (35,038) 5
302,587 86,638 379
130,112 46,847 194
172,475 39,791 185
- 8,000
$ 172,475 $ 47,791 $ 185
$ 177 $ 041 $
- 0.08
$ 177 $ 049 $
$ 177 $ 041 $
- 0.08
$ 177 $ 049 $
$ 108 $ 100 $
18.8% 5.3%
15.6 438
8.9 2.7
44193 $ 22,743 $ (72
2,501,130 2,181,718 1,705
622,372 503,434 148
954,260 880,154 922
13,868 13,741 13

8 1987

,590 $ 408,252
,242 390,131
, 7134 801,352

,185 30,464
765 81,557
,384 176,564
1334 288,585
1349 11,585
,564) -
783 -
,005 3,418
,290) (4,506)
617 299,082
112 134,288
505 164,794

21.2% 19.5%
227 18.7
111 10.3
,023)  $ (66,214)
547 1,602,181
434 186,476
,803 825,265
891 13,879

(9) In May 1988, the company sold its 49% intenedtikkei/McGrawHHill, Inc., a magazine publishing operation in Japgar $283.1 million
The gain on sale was $221.8 million ($109.8 milladter taxes).

(h) General corporate income for 1989 includes gyaimdispositions of businesses totaling $48.8mill1988 includes gains on dispositions
of $26.5 million and 1987 includes gains from te&tlement of a portion of the company's pensioiigakibn of $20.1 million.

(i) The cumulative adjustment in 1992 reflects éldeption of the provisions of Statement of Finan&iacounting Standards (SFAS) No. 106,
Employers' Accounting for Postretirement Benefiteg Than Pensions, and SFAS No. 112, Employersbéaing for Postemployment
Benefits. In 1989, the company recognized the catiud effect of a change in accounting for incoarees under SFAS No. 96.
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Supplemental Financial Information

Quarterly Financial Information (unaudited)

First Second Third Fourth Total

(in thousands, except per-share data)  quarter quarter quarter quarter year
1997
Operating revenue $ 652,935 $ 836,652 $1,143,740 $ 900,768 $3,5 34,095
Income before taxes 24,977 108,593 225,973 111,723 4 71,266
Net income 14,986 65,156 143,499 67,034 2 90,675
Earnings per share:

Basic 0.15 0.66 1.45 0.68 2.94

Diluted 0.15 0.65 1.44 0.67 2.91
1996
Operating revenue $ 583,851 $ 710,934 $ 949,009 $ 830,903 $3,0 74,697
Income before taxes (Note a) 27,259 96,240 192,773 498,535 8 14,807
Net income (Note a) 16,192 57,166 114,508 307,867 4 95,733
Earnings per share:

Basic 0.16 0.57 1.16 3.10 4.99

Diluted 0.16 0.57 1.15 3.08 4.96
1995
Operating revenue $ 568,548 $ 712,782 $ 904,351 $ 749,602 $2,9 35,283
Income before taxes 23,727 89,864 179,970 92,710 3 86,271
Net income 13,951 52,841 105,822 54,513 2 27,127
Earnings per share:

Basic 0.14 0.53 1.07 0.55 2.29

Diluted 0.14 0.53 1.06 0.55 2.28

(a) The fourth quarter of 1996 includes a gainxchange of Shepard's/McGraw-Hill for the Times MirHigher Education Group of $418.7
million ($260.5 million after taxes, or $2.61 peluted share) and a one-time charge of $25 mil{i&it¥.9 million after taxes, or 15 cents per
diluted share) for costs of integrating the compa@pllege Division with the acquired higher edimmabusiness.

High and low sales prices of The McGraw-Hill Comjggncommon stock on the New York Stock Exchange*

1997 1996 1995
First quarter $531/8-447/8  $46 1/4-42 3/4 $36 5/8-31 7/8
Second quarter 62 7/8-49 7/8 49 1/4-42 1/8 38 7/8-35 5/8
Third quarter 69 5/8-59 45 7/8-37 1/4 42 3/8-37 5/8
Fourth quarter 74 3/4-63 1/8 48 1/4-42 1/2 43 7/8-39 1/2
Year 74 3/4-44 7/8 49 1/4-37 1/4 43 7/8-317/8

*The New York Stock Exchange is the principal mare which the Corporation's shares are traded.
Shareholder Information

To obtain a free copy of the annual Form 10-K fikeith the Securities and Exchange Commission, whatftains certain additional
information, contact:

Corporate Affairs Department

The McGraw-Hill Companies

1221 Avenue of the Americas

New York, N.Y. 1002-1095

http://www.mcgraw-hill.com

Shareholder Services and
Transfer Agent

Questions or changes relating to shareholder atcestould be directed to the Corporation's trarefent:
ChaseMellon Shareholder Services

Post Office Box 3315

South Hackensack, N.J. 07606-1937

888-201-5538

www.chasemellon.cor



Dividend Reinvestment Plan

This plan offers shareholders the opportunity tovest their dividends and make optional paymemtsatd the purchase of additional shares
of the Corporation's common stock. For more infdram contact ChaseMellon at 888-201-5538.

Shareholders may contact The McGraw-Hill Compadieectly about their stock by calling Shareholdetd®ions, 212-512-2192.

Annual Meeting

The 1998 annual meeting will be held at 11 a.mWadnesday, April 29, at the Corporation's headguarti221 Avenue of the Americas,
New York, N.Y. 1002-1095.

Stock Exchange Listing

The McGraw-Hill Companies is listed on the New Y&tock Exchange (MHP).

Additional Information

Media inquiries relating to the Corporation shooddirected to the Corporate Affairs Departmeng-312-3640.
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Exhibit (21)
THE McGRAW -HILL COMPANIES, INC.
Subsidiaries of Registrant

Listed below are all the subsidiaries of Registrartept certain inactive subsidiaries and cextttier McGraw-Hill's subsidiaries which are
not included in the listing because consideredhénaggregate they do not constitute a significabsigliary as of the end of the year covered
by this Report.

State or Percentage
Jurisdiction of Voting
of Securities
Incorporation Owned
The McGraw-Hill Companies, Inc. New York Registrant
CM Research, Inc. New York 100
Capitol Radio Engineering
Institute, Inc. Delaware 100
*National Radio Institute Delaware 100
DRI Europe, Inc. Delaware 100
International Advertising/
McGraw-Hill, Inc. Delaware 100
J.J. Kenny Company, Inc. New York 100
*J.J. Kenny Drake, Inc. New York 100
*Kenny Services, Inc. New York 100
McGraw-Hill Broadcasting
Company, Inc. New York 100
McGraw-Hill Capital Corporation Delaware 100
McGraw-Hill Capital, Inc. New York 100
*International Valuation
Services, Inc. Delaware 40
McGraw-Hill Financial Publications, Inc. Delaware 100
McGraw-Hill Interamericana, Inc. New York 100
McGraw-Hill International
Enterprises, Inc. New York 100
*McGraw-Hill Korea, Inc. Korea 100
*McGraw-Hill (Malaysia) Sdn.Bhd Malaysia 100
McGraw-Hill News Bureaus, Inc. New York 100
McGraw-Hill Publications Overseas
Corporation New York 100
McGraw-Hill Real Estate, Inc. New York 100
McGraw-Hill World University, Inc. Delaware 100
MMS International Nevada 100
Money Market Directories, Inc. New York 100
Rock-McGraw, Inc. New York 45
S&P ComsStock, Inc. New York 100
Standard & Poor's International
Ratings, Ltd. New York 100
*Credit Ratings Information Services
of India Limited India 9.6
*Taiwan Ratings Corporation Taiwan 50
Standard & Poor's Investment Advisory
Services, Inc. Delaware 100
Standard & Poor's Ltd. Delaware 100
*Fund Research Limited United Kingdom 100
Standard & Poor's Securities, Inc. Delaware 100
Tower Group International, Inc. New York 100
*Tower Group International Canada Inc. Canada 100
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Editora McGraw-Hill de
Portugal, Ltda.
Editorial Interamericana, S.A.
Editoriales Pedagogicas
Associadas, S.A.
McGraw-Hill Book Company Australia
Pty. Limited
*McGraw-Hill Book Company
New Zealand, Pty. Limited
*Standard & Poor's (Australia)
Pty. Ltd.
McGraw-Hill Data Services -
Ireland, Ltd.
McGraw-Hill Holdings (U.K.) Limited
*McGraw-Hill International
(U.K.) Limited
McGraw-Hill Information Systems
Company of Canada Limited
McGraw-Hill/Interamericana
de Chile Limitada
McGraw-Hill/Interamericana
de Espana, S.A.
*Standard & Poor's Espana, S.A.
McGraw-Hill/Interamericana de Venezuela
S.A.
McGraw-Hill/Interamericana Editores,
S.A.de C.V.
*Ediciones Pedagogicas, S.A. de C.V.
McGraw-Hill/Interamericana, S.A.
*Editora McGraw-Hill de Espana S.A.
McGraw-Hill Libri Italia
McGraw-Hill Ryerson Limited
Medical China Publishing Limited
MHFSCO, Ltd.
Micropal Group Limited
*Dividend Analysis Limited
*Micropal Limited
*Micropal Accounting Portfolio
Services Inc.
*Micropal Asia Limited
*Micropal Deutschland GmbH
*Micropal Limited (Ireland)
*Micropal S.A.
*Micropal Inc.
*Micropal Data, Inc.
Science Research Associates, Pty., Ltd.
Standard & Poor's - ADEF
Standard & Poor's International, S.A.
Standard & Poor's AB
Standard & Poor's, S.A. de C.V.
Tata McGraw-Hill Publishing Company
Private Limited

*Subsidiary of a subsidiary.
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State or
Jurisdiction
of
Incorporation

Portugal
Colombia

Guatemala
Australia
New Zealand
Australia

Ireland
Great Britain

Great Britain
Ontario, Canada
Chile

Spain
Spain

Venezuela

Mexico

Mexico

Panama
Panama

Italy

Ontario, Canada
Hong Kong

U.S. Virgin Islands

United Kingdom
United Kingdom
United Kingdom

Delaware
Hong Kong
Germany
Ireland
France
Massachusetts
lowa
Australia
France
Belgium
Sweden
Mexico

India

Percentage
of Voting
Securities
Owned

100
100

100
100
100
100

100
100

100
100
100

100
100

100

100
100
100
100
100
70

100
100
100
100

100
100
100
100
100
100
100
100
100
100
100
100

66.25



Exhibit (23)
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference is ninual Report on Form 10-K of The McGraw-Hill Cpamies, Inc. ("Company") of our
report dated January 27, 1998, included in the ¥997al Report to Shareholders of The McGraw-Hiin@pbanies, Inc.

Our audits also included the consolidated finansialement schedule of The McGraw-Hill Companies, listed in Item 14 (a). This
schedule is the responsibility of the Company'sagament. Our responsibility is to express an opibiased on our audits. In our opinion,
consolidated financial statement schedule refeéebove, when considered in relation to the biisémcial statements taken as a whole,
presents fairly, in all material respects, the iinfation set forth therein.

We also consent to the incorporation by referendbe Registration Statement on Form S-3 (No. 38633 pertaining to the Debt Securities
of The McGraw-Hill Companies, Inc. and in the RégiBon Statements on Form S-8 pertaining to tH&31Stock Option Plan for Officers
and Key Employees (No. 2-84058), the 1987 Key Epg#oStock Incentive Plan (No. 33-22344), the 1988 Employee Stock Incentive
Plan (No. 33-49743, No. 33-30043), the Directorddefd Stock Ownership Plan (No. 33-06871) and Then§s Incentive Plan of McGraw-
Hill, Inc. and Its Subsidiaries, The Employee Ratient Account Plan of McGraw-Hill, Inc. and Its Sigharies, The Standard & Poor's
Savings Incentive Plan for Represented Employees,Skandard & Poor's Employee Retirement Accowm Rir Represented Employees,
The Employees' Investment Plan of McGraw-Hill Broasting Company, Inc. and Its Subsidiaries (No58856) and in the related
prospectuses of our report dated January 27, 1888&espect to the consolidated financial statemartorporated therein by reference, and
our report included above with respect to the clidated financial statement schedule included is Annual Report (Form 10-K) of The
McGraw-Hill Companies, Inc.

ERNST & YOUNG LLP

/sl ERNST & YOUNG LLP

New Yor k, New Yor k
March 26, 1998
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ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

1 Amount reported is EPS BASIC.
2 Amount reported is EPS FULLY DILUTEI

YEAR
DEC 31 199
DEC 31 199
4,76¢

0
1,155,07;
182,62
290,47¢
1,464,42.
838,21
564,58
3,724,47
1,206,24:
0

14

0
102,91
0
3,724,47
3,534,09!
3,534,09!
3,049,111
3,049,111
0

80,60(
52,54
471,26
180,59:
290,67
0

0

0
290,67
2.941
2.912

YEAR
DEC 31 199
DEC 31 199
3,43(

0
1,041,721
162,26(
273,15
1,349,58;
835,68
524,18
3,642,23
1,218,66:
0

14

0
102,91
0
3,642,23
3,074,69
3,074,69
2,651,68!
2,651,68!
0

65,11¢
47,65¢
814,80°
319,07
495,73
0

0

0
495,73
4.991
4.962

YEAR
DEC 31 199
DEC 31 199

10,25(

0
935,35
127,20:
238,03(

1,192,58:
827,30°
491,17¢
3,057,16
999,23
0

14

0
102,91¢

0

3,057,16
2,935,28
2,935,28
2,532,683
2,532,633
0
65,38t
58,76¢
386,27
159,14
227,12

0

0

0
227,12°

2.291
2.282



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED
1 Amount reported is EPS BASIC.

2 Amount reported is EPS FULLY DILUTEI

9 MOS
DEC 31 199
SEP 30 199

19,18:

0
1,274,08!
188,14.
316,58
1,613,92.
808,26
547,98t
3,812,49
1,340,42
0

14

0
102,91¢
0
3,812,49
2,633,32
2,633,32
2,264,58
2,264,58
0

64,29¢
40,91°
359,54:
135,90:
223,64:
0

0

0
223,64:
2.261
2.242

9 MOS
DEC 31 199
SEP 30 199

9,88:

0
1,046,58!
128,90:
264,27
1,342,69i
854,05!
535,06¢
3,229,75I
1,120,14.
0

14

0
102,91¢
0
3,229,75I
2,243,79
2,243,79
1,905,43
1,905,43
0

50,04%
36,90¢
316,27
128,40¢
187,86¢
0

0

0
187,86t
1.891
1.882



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED
1 Amount reported is EPS BASIC.

2 Amount reported is EPS FULLY DILUTEI

6 MOS
DEC 31 199
JUN 30 199

6,78¢

0
1,019,35
142,041
360,00:
1,450,79
849,07:
546,27
3,767,39.
1,368,59.
0

14

0
102,91¢
0
3,767,39.
1,489,58
1,489,58
1,339,091
1,339,091
0

40,59¢
25,61¢
133,571
53,42¢

80,14:

0

0

0
80,14:
0.811!
0.80%

6 MOS
DEC 31 199
JUN 30 199

4,82¢

0
867,34«
106,73
294,23¢
1,209,70.
839,37(
518,82¢
3,116,58!
1,096,20:
0

14

0
102,91¢
0
3,116,581
1,294,78!
1,294,78!
1,157,42!
1,157,42!
0

35,287

23,83

123,49¢

50,14:

73,35¢

0

0

0
73,35¢
0.731
0.73%



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSES
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED
1 Amount reported is EPS BASIC.

2 Amount reported is EPS FULLY DILUTEI

3 MOS
DEC 31 199
MAR 31 199"

4

0
892,99:
153,24
308,03
1,262,92.
833,70¢
535,30(
3,552,07
1,153,68!
0

14

0
102,91¢
0
3,552,07
652,93!
652,93!
620,20(
620,20(
0

21,52¢
11,38¢

24,977

9,991
14,98¢
0

0

0
14,98¢
0.151
0.152

3 MOS
DEC 31 199
MAR 31 199¢
14,35(

0
799,24;
115,12¢
268,00t
1,112,27
829,55!
504,45¢
3,004,82.
952,44(
0

14

0
102,91¢
0
3,004,82.
583,85!
583,85
550,41!
550,41!
0

18,41¢
11,41¢
27,25¢
11,067
16,19:

0

0

0

16,19:
0.161
0.16%



THE McGRAW -HILL COMPANIES, INC.
SCHEDULE Il - RESERVES FOR DOUBTFUL ACCOUNTS AND SALES RETURNS

(Thousands of dollars)

Balance at  Add itions Balance
beginning ch arged at end
of year to income  Deductions Other  of year

Year ended 12/31/97
Allowance for doubtful

accounts $ 85,965 $8 0,600 $68,244 $ $ 98,321
Allowance for returns 76,295 8,013 84,308
$162,260 $8 8,613 $68,244 $ $182,629

Year ended 12/31/96
Allowance for doubtful

accounts $ 79,980 $6 5,116 $67,237 $8,106 $ 85,965
Allowance for returns 47,222 8,296 20,777 76,295
$127,202 $7 3,412 $67,237 $28,883 $162,260

Year ended 12/31/95
Allowance for doubtful

accounts $ 78,732 $6 5,385 $64,137 $ $ 79,980
Allowance for returns 44,078 3,144 47,222
$122,810 $6 8,529 $64,137 $ $127,202

(A) Accounts written off, less recoveries.
(B) Reserves acquired in connection with the pweta the Times Mirror Higher Education Group.
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