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Report of Independent Registered Public Accourfding

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

We have reviewed the consolidated balance shegteMcGraw-Hill Companies, Inc., as of June 30,2@hd the related consolidated
statements of income for the three-month and sirtmperiods ended June 30, 2005 and 2004, andtislidated statements of cash flows
for the six-month periods ended June 30, 2005 &0d .2These financial statements are the respoitgibilthe Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaiBlaUnited States). A review of
interim financial information consists principaldy applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board, the objective of whistthe expression of an opinion regarding the finalrstatements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterodifications that should be made to the codstdid financial statements referred to
above for them to be in conformity with U.S. getligraccepted accounting principles.

We have previously audited, in accordance withstaedards of the Public Company Accounting Ovetdiglard (United States), the
consolidated balance sheet of The McGraw-Hill Conig, Inc. as of December 31, 2004, and the relziadolidated statements of income,
shareholders’ equity, and cash flows for the yrantended, not presented herein, and in our relptetl February 22, 2005, we expressed an
unqualified opinion on those consolidated finanstaktements. In our opinion, the information settfin the accompanying consolidated
balance sheet as of December 31, 2004, is faatgdt in all material respects, in relation to¢basolidated balance sheet from which it has
been derived.

Ernst & Young LLP

July 26, 2005
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Financial Information

Item 1. Financial Statements

The McGrawHill Companies, Inc.

Consolidated Statement of Income

Periods Ended June 30, 2005 and 2004

Three Months Six Months
(in thousands, except per share d 2005 2004 2005 2004

Revenue (Note :

Product revenu $ 649,09t $ 577,26( $ 977,94. $ 892,28!

Service revenu 807,18: 668,70: 1,507,34 1,273,54
Total revenue 1,456,27 1,245,96: 2,485,28 2,165,82!
Expense:!
Operating related expen

Product 322,18! 280,70: 526,16( 462,84¢

Service 252,25t 213,73 479,00t 417,95(
Total operating related exper 574,44 494,43¢ 1,005,16: 880,79
Selling and general expen

Product 254,58 230,90t 455,38: 422,07:

Service 275,13! 225,78 513,80¢ 448,02.
Total selling and general exper 529,71¢ 456,69 969,19: 870,09!
Depreciatior 26,13« 22,99: 50,83’ 45,18¢
Amortization of intangible: 12,01( 6,77¢ 20,43¢ 13,63¢
Total expense 1,142,30. 980,90: 2,045,63 1,809,72,
Income from operatior 313,97: 265,06( 439,64 356,10¢
Interest expens 3,517 2,161 4,21( 3,89¢
Income from continuing operations before taxesnmoine 310,46: 262,89¢ 435,43 352,21(
Provision for taxes on income (Note : 115,49: 97,27: 161,73. 110,31¢
Income from continuing operatiol 194,97( 165,62t 273,70! 241,89:
Discontinued operations (Note «

Juvenile retail publishing busine — — — (931)
Income tax benefi — — — (344

Loss from discontinued operatio — — — (587)
Net income (Notes 1 and $ 194,97( $ 165,62t $ 273,70 $ 241,30
Basic earnings per common sh

Income from continuing operatiol $ 0.52 $ 0.44 $ 0.7t $ 0.64

Net income $ 0.5z $ 0.44 $ 0.7t $ 0.6:
Diluted earnings per common shi

Income from continuing operatiol $ 0.51 $ 0.4 $ 0.71 $ 0.62

Net income $ 0.51 $ 0.4z $ 0.71 $ 0.6:
Average number of common shares outstanding: (Notesl 9)

Basic 373,53 379,18( 376,19: 380,22t

Diluted 380,04 385,21« 383,33 386,15

See accompanying notes.
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The McGrawHill Companies, Inc.

Consolidated Balance Sheet

June 30 Dec. 31, June 30
(in thousands 2005 2004 2004
ASSETS
Current asset:
Cash and equivalen $ 245,89 $ 680,62 $ 383,57t
Accounts receivable (net of allowance for doub#otounts
and sales returns) (Note 1,121,06! 1,002,40:i 916,20:
Inventories (Note 5 433,87¢ 327,78: 375,71¢
Deferred income taxe 267,05¢ 258,15 235,22:
Prepaid and other current ass 148,92! 157,15! 114,64!
Total current asse 2,216,82! 2,426,12; 2,025,36:
Prepublication costs (net of accumulated amortrmt{Note 5) 455,58« 428,20! 455,39!
Investments and other asst
Prepaid pension expense (Note 294,33( 299,79. 293,82!
Other 225,44 220,61: 220,49:
Total investments and other ass 519,77: 520,40: 514,31¢
Property and equipme— at cosl 1,244,60: 1,195,79: 1,109,56
Less— accumulated depreciatic 729,96 682,72¢ 657,08:
Net property and equipme 514,63t 513,06¢ 452,48:
Goodwill and other intangible asse
Goodwill— net (Note 4 1,741,76! 1,505,341 1,240,32
Copyrights— net 220,91: 228,50: 236,46(
Other intangible asse— net 495,28« 219,64. 178,03:
Net goodwill and intangible asse 2,457,96: 1,953,48! 1,654,81!
Total asset $6,164,78! $5,841,28. $5,102,37!

See accompanying notes.
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The McGrawHill Companies, Inc.

Consolidated Balance Sheet

June 30 Dec. 31, June 30
(in thousands 2005 2004 2004
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Notes payabl $ 389,20 $ 4,618 $  4,39¢
Accounts payabl 285,52: 318,30: 276,02!
Accrued royaltie: 51,92¢ 103,84« 45,19¢
Accrued compensation and contributions to retirerpéans (Note 10 314,08 411,33( 271,07:
Income taxes currently payat 166,74: 78,77¢ 96,727
Unearned revent 796,92( 719,94¢ 654,08(
Deferred gain on sale leaseback (Note 7,51¢ 7,51¢ 7,51¢
Other current liabilitie: 333,85 302,62¢ 332,47¢
Total current liabilities 2,345,76. 1,946,95. 1,687,49.
Other liabilities:
Long-term debt (Note € 35C 51z 38C
Deferred income taxe 321,74 232,08: 170,31¢
Accrued postretirement healthcare and other beng@ibte 10’ 161,81 164,02: 166,77!
Deferred gain on sale leaseback (Note 193,51: 197,26° 201,06¢
Other nor-current liabilities 329,77 315,93: 270,56¢
Total other liabilities 1,007,19. 909,81- 809,10¢
Total liabilities 3,352,95i 2,856,76! 2,496,60.
Shareholder equity (Notes 7 and 8
Capital stock 411,70¢ 205,85! 205,85
Additional paic-in capital 3,831 113,84 112,64:
Retained incom 3,751,49: 3,680,85: 3,280,19!
Accumulated other comprehensive inca (55,34) (32,25%) (65,529
4,111,69. 3,968,29! 3,533,16!
Less— common stock in treast-at cost 1,271,72 963,75 899,66:
Unearned compensation on restricted s 28,13¢ 20,03: 27,72,
Total shareholde’ equity 2,811,82! 2,984,51. 2,605,77!
Total liabilities and sharehold¢ equity $6,164,78 $5,841,28. $5,102,37"

See accompanying notes.
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The McGrawHill Companies, Inc.

Consolidated Statement of Cash Flows
For the Six Months Ended June 30, 2005 and 2004

(in thousands 2005 2004
Cash flows from operating activitir
Net income $ 273,70! $ 241,30!
Adjustments to reconcile net income to cash praVicle operating activities
Depreciatior 50,83 45,275
Amortization of intangible: 20,43¢ 13,63¢
Amortization of prepublication cos 80,38( 105,15:
Provision for losses on accounts receivi 13,23: 8,48:
Other (122 3,77
Changes in assets and liabilities net of effe@anfuisitions and disposition
(Increase)in accounts receival (106,88)) (30,940
(Increase) in inventorie (106,769 (78,230)
Decrease/(Increase)in prepaid and other currergtd 26,03¢ (42,860)
(Decrease)in accounts payable and accrued exp (216,179 (159,58%)
Increase in unearned rever 63,47¢ 60,40(
Increase/(Decrease) in other current liabili 10,681 (3,800
Increase/(Decrease) in interest and income taxesrdly payable 106,16: (120,159
Net change in deferred income ta: (5,865 (10,399
Net change in other assets and liabili 19,931 (3,85
Cash provided by operating activiti 229,08¢ 28,21t
Investing activities
Investment in prepublication cos (109,890 (104,939
Purchases of property and equipm (43,82¢) (39,029
Acquisition of businesses and equity intert (449,96 (4,759
Disposition of property, equipment and busine: 18,03: 45,67¢
Additions to technology projec (5,979 (6,596
Cash (used for) investing activiti (591,629 (109,63)
Financing activitie:
Additions/(Payments) on sh-term deb+— net 371,00 (21,697
Dividends paid to shareholde (122,787 (114,30)
Repurchase of treasury sha (383,92) (223,029
Exercise of stock optior 80,28: 132,17:
Other (95 (166)
Cash (used for) financing activiti (55,516 (227,01
Effect of exchange rate changes on ¢ (16,679 (3,577)
Net change in cash and equivale (434,729 (312,01)
Cash and equivalents at beginning of pe 680,62: 695,59:
Cash and equivalents at end of pel $ 245,89! $ 383,57¢

See accompanying notes.
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

1. Basis of Presentatior

The financial information in this report has notbeudited, but in the opinion of management glistthents (consisting only of normal
recurring adjustments) considered necessary t@préairly such information have been included. ©perating results for the three and
six months ended June 30, 2005 and 2004 are nessaaly indicative of results to be expected figr full year due to the seasonal nature
of some of the Company’s businesses. The finastiments included herein should be read in cotipmwith the financial statements
and notes included in the Comp’s Annual Report on Form -K for the year ended December 31, 2C

The Company’s critical accounting policies andraeates are disclosed in Item 7, Management's Dismussd Analysis of Financial
Condition and Results of Operations, in the Comfsmagnual report on Form 10-K for the year endedddaber 31, 2004. On an ongoing
basis, the Company evaluates its estimates andhasisms, including those related to revenue redagniallowance for doubtful accounts
and sales returns, valuation of inventories, prépation costs, valuation of long-lived assets, dwil and other intangible assets,
retirement plans and postretirement healthcareottmet benefits and income taxes. Since the dateecdinnual report on Form 10-K, there
have been no material changes to the Con’s critical accounting policies and estima

Certain prior year amounts have been reclassifieddmparability purpose

All share and per share figures have been restatedflect the two-for-one stock split announcediAp7, 2005. See Note 7 for further
detail.

In December 2002, The FASB issued SFAS No. 148ctiating for Stock-Based Compensation - Transiéind Disclosure, an
amendment of SFAS No. 123.” This statement amefd@sSNo. 123, “Accounting for Stock-Based Compermgtito provide alternative
methods of transition for a voluntary change tofttievalue based method of accounting for stockeldeemployee compensation, and
requires additional disclosures in interim and ahifimancial statements. The disclosure in intgpeniods requires pro forma net income
and net income per share as if the Company adaolpéef@dir value method of accounting for stock-basedrds. Pro forma net income and
earnings per share primarily reflecting compensatiost for the fair value of stock options werdaews:

Three Months Six Months
(in thousands except earnings per share ( 2005 2004 2005 2004
Net income, as reporte $194,97( $165,62¢ $273,70! $241,30!
Stocl-based compensation cost included in net incomegfrtak 5,09¢ 3,38( 8,65¢ 6,29¢
Fair value of stock based compensation cost, nitx (18,000 (13,799 (33,599 (27,299
Pro forma net incom $182,06: $155,21( $248,77: $220,31(
Basic earnings per common share as rep« $ 0.52 $ 0.4 $ 0.7: $ 0.6
Pro forma $ 0.4¢ $ 041 $ 0.6€ $ 0.5¢
Diluted earnings per common share as repc $ 0.51 $ 0.4: $ 0.71 $ 0.62
Pro forma $ 0.4¢ $ 0.4 $ 0.6f $ 0.57
Basic weighted average shares outstan 373,53¢ 379,18( 376,19: 380,22¢
Diluted weighted average shares outstan 380,04° 385,21« 383,33 386,15:
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

The weighted average fair value of options tgdmluring the six months ended June 30, 2005 884 ®as $7.91 and $6.40, respectively.
The fair value of each option grant was estimatethe date of the grant using a lattice optionipganodel in 2005 and the Bla&eholes
optior-pricing model in 2004, using the following assurops:

2005 2004
Risk free average interest r 1.99— 4.64% 2.5%
Dividend yield 1.€% 1.6%
Volatility 16— 24% 17.(%
Expected life (years 0.5—6.8 5.C

2. Comprehensive Income

The following table is a reconciliation of the Coamy’s net income to comprehensive income for thegland six month periods ended
June 30

Three Months Six Months
(in thousands 2005 2004 2005 2004
Net income $194,97( $165,62¢ $273,70! $241,30!
Other comprehensive (loss)/ incon
Foreign currency translation adjustme (20,239 (1,059 (23,099 3,99¢
Comprehensive incon $174,73: $164,57: $250,61: $245,30(

3. Segment and Related Informatior

The Company has three reportable segments: McGiilligdiication, Financial Services, and Informatenmd Media Services. McGraw-
Hill Education is one of the premier global edugaéil publishers serving the elementary and higbacleollege and university,
professional and international markets. In Jan@@g4, the Company divested Landoll, Frank Schaifer related juvenile retail
publishing businesses, which were part of the Me@Ehll Education segment. In accordance with SFAS W4, the Company reflected
the results of these businesses as discontinuedtapes as of December 31, 2003 (See Note 4). TienEial Services segment operates
under the Standard & Poor’s brand and providesitcratings, evaluation services, and analyses ¢fpba corporations, financial
institutions, securitized and project financingsi éocal, state and sovereign governments. FineBeivices provides a wide range of
analytical and data services for investment marsagied investment advisors globally. The Financal/8es segment is also a leading
provider of valuation and consulting services. Dgrihe first six months of 2005, the Company a@lVista Research and an additional
49.07% investment in CRISIL Limited. The assetthele acquisitions total approximately $133 millidhese acquisitions are includec
part of the Financial Services segment. The resmitisassets of these acquisitions are not consligeaterial to the Company. The
Information and Media Services (IMS) segment inelidusiness and professional media offering inféomainsight and analysis.
Included in the results of the IMS segment arerdisallts of J.D. Power and Associates which wasisadjon April 1, 2005 (see Note 4).
The assets acquired in this acquisition totaled@pmately $507 million. J.D. Power and Associatesults and assets are not considered
material to the Compan
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

In accordance with Emerging Issues Task Fased 00-10, “Accounting for Shipping and Handliregge& and Costs,” all amounts billed to
customers in a sales transaction for shipping amdilimg are classified as revenue. All prior pesibdve been reclassified to comply with
the classification guidelines of this iss|

Operating profit by segment is the primary bdsr the chief operating decision maker of the @any, the Executive Committee, to
evaluate the performance of each segment. A sumafargerating results by segment for the threesixdnonths ended June 30, 2005

and 2004 follows

2004

(in thousands Operating Operating
Three Months Revenue Profit Revenue Profit
McGraw-Hill Education $ 628,64 $ 71,59: $ 547,38t $ 57,05¢
Financial Service 597,36t 258,28t 504,47: 214,20!
Information and Media Servict 230,26« 13,60¢ 194,10« 24,84
Total operating segmer 1,456,27 343,48! 1,245,96. 296,10:
General corporate exper — (29,51 — (31,04)
Interest expens — (3,519 — (2,167
Total Company $1,456,27 $310,46* $1,245,96. $262,89¢*
* Income from continuing operations before taxesmuoine.

2004

(in thousands Operating Operating
Six Months Revenue Profit Revenue Profit
McGraw-Hill Education $ 935,94 $ (7,089 $ 833,87! $(11,74))
Financial Service 1,144,64 480,79t 961,10° 388,04«
Information and Media Servict 404,68 18,35¢ 370,84 38,49:
Total operating segmer 2,485,28: 492,06 2,165,82! 414,79!
General corporate exper — (52,427 — (58,687
Interest expens — (4,210 — (3,899
Total Company $2,485,28. $435,43* $2,165,82! $352,21(

* Income from continuing operations before taxesnmoine.

. Acquisitions and Dispositions

Acquisitions: During the first six months of 2005, the Companid@pproximately $450.0 million for the acquisitfoaf Vista Research,

Inc. and J.D. Power and Associates and an addit#tth@7% investment in its investment in CRISIL lified. The excess of the purchase
price over the net assets acquired for these a@tignswas preliminarily allocated to goodwill anther intangibles in the amount of
$234.3 million and $279.7 million, respectively.€Be acquisitions are discussed in further detéoie

On May 9, 2005, the Company announced that it bedlm majority shareholder of CRISIL Limited (CRLyla leading provider of crec
ratings, financial news and risk and policy adwsservices in India. During the Company’s recentlgr offer, it received valid
acceptances for 3,120,948 shares, representing%%0 CRISIL. When combined wit
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The McGraw-Hill Companies, Inc.

Notes to Consolidated Financial Statements

its existing interest, the Company now owns 3,728 $hares, or 58.5% of CRISIL. CRISIL’s operatiarnik be integrated with the Financial
Services segment and will allow the Company toriage opportunities in India. CRISIL is now parttloé Financial Services segment.

On April 1, 2005, the Company acquired Vista Redeainc., a leading provider of primary researctst&will enhance the growth prospects
of the Financial Services segment’s research ptagliite by providing clients with access to profesals with direct experience in industries
such as technology, media, telecommunications eatttare.

Vista’'s network of industry practitioners is abtedffer investors fresh, field-level insights ab@sgues and conditions affecting companies
and sectors. Vista Research, Inc. is now partefihancial Services segment.

On April 1, 2005, the Company acquired J.D. Powet Associates. J.D. Power and Associates, found868 by J.D. Power lll, is a
leading provider of marketing information serviéesthe global automotive industry and has establisa strong and growing presence in
several other important industries, including fioarmnd insurance, healthcare, home building, telemanications and energy. Its customer
satisfaction ratings and market research are répednvorldwide as benchmarks for quality and inchefemce. The company, which includes
the Power Information Network, LLC, has 787 empks,eand operates globally in 12 locations.

The acquisition will enhance our growth prospeotsour core business information platform by praviga new direct link to consumers,
while also providing new collaborative opporturstigith our leading franchises includiBgisinessWeekPlatts, McGraw-Hill Construction,
Aviation Week and healthcare. J.D. Power and Asdesiis now part of the Information and Media SEwi(IMS) segment.

Dispositions: In January 2004, the Company sold the juvenildlnetdlishing business, which was part of the Moidill Education
segment’s School Education Group. The juvenileilrptiblishing business produced consumer-oriergadiing products for sale through
educational dealers, mass merchandisers, bookstodes-commerce. This business was selected festitiure as it no longer fit within the
Company’s strategic plans. The market was considerdave limited future growth potential, uniqades channels and low profit margins
and would have required significant investmentdoieve the limited growth potential.

As of December 31, 2003, in accordance with Stat¢meFinancial Accounting Standards (SFAS) No., I4&counting for the Impairment
or Disposal of Long-Lived Assets,” the Company eswed the carrying value of the juvenile retail psiihg business’s net assets and
adjusted the net assets to their fair market vigls® cost to sell. Accordingly, the Company recegdiimpairments to the carrying value of
these net assets of approximately $75.9 millior ($3nillion after-tax, or 28 cents per diluted s)an 2003. Approximately $70.1 million of
that charge was a write-off of goodwill and intarigs.

11
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

As a result of the Company’s disposition of thegniNe retail publishing business, the results esthbusinesses are reflected as
discontinued operations for all periods preserfed.the six months ended June 30, 2004, the juxreethil publishing business generated
revenue of approximately $3.9 million and had amaterial impact on operating prof

5. Allowances, Inventories and Accumulated Amortizatio of Prepublication Costs

The allowances for doubtful accounts and salesnsfuhe components of inventory and the accumdilateortization of prepublication
costs were as follow:

June 30 Dec. 31, June 30
(in thousands 2005 2004 2004
Allowance for doubtful accoun $ 76,94¢ $ 80,57( $ 87,72.
Allowance for sales returr $107,27¢ $ 178,12 $115,39°
Inventories:
Finished good $395,77. $ 292,69 $343,26(
Work-in-process 16,19( 15,25¢ 11,85:
Paper and other materic 21,91¢ 19,83: 20,60:
Total inventories $433,87¢ $ 327,78 $375,71¢
Accumulated amortization of prepublication cc $876,47: $1,074,64! $930,79°
6. Debt
A summary of lon-term debt follows
June 30 Dec. 31, June 30
(in thousands 2005 2004 2004
Total lon¢-term debt $ 35C $ bic $ 38C

Commercial paper borrowings at June 30, 20f1&|eéd $384.8 million and are categorized as ctriidrere were no commercial paper
borrowings as of June 30, 20(

The Company has a five-year revolving creditlity agreement of $1.2 billion that expires oryJ20, 2009. The Company pays a facility
fee of seven basis points on the credit facilityeagent whether or not amounts have been borrcametlborrowings may be made at a
spread of 13 basis points above the prevailing IRB@tes. This spread increases to 18 basis paintsofrowings exceeding 50% of the
total capacity available under the facili

On July 5, 2005, the Company amended its cfadility to implement a materiality threshold fdetermining whether the effects of
acquisitions and dispositions are included in tharfcial calculations for covenant reporting. Theeaded facility contains certain
covenants and the only financial covenant requhrasthe Company not exceed indebtedness to aastrditio, as defined of 4 to 1 at any
time. This restriction has never been exceedediellvere no borrowings under the amended facilitgfakine 30, 2005 and 20(

12
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

7. Capital Structure

On April 27, 2005, the Company’s Board of Directapproved a two-for-one stock split of the Compamdmmon stock to be effected in
the form of a 100 percent stock dividend to shalddrs of record as of May 6, 2005. On May 17, 2@B8,Company’s shareholders
received one additional share for each share inplossession on the date of record. This did hahge the proportionate interest a
shareholder maintains in the Compa

The number of common shares reserved for issuam@nfployee stock plan awards and under the Diré&xéerred Stock Ownership
Plan, were as follow:

June 30 Dec. 31, June 30
(in thousands 2005 2004 2004
Stock based awart 63,30( 64,39¢ 65,64¢
The number of common shares issued upon exercisteck based awards were as follo
(in thousands
Stock based awards exercis 3,201 10,17¢ 5,272

8. Cash Dividends

Cash dividends per share have been restated ¢atréike two-for-one stock split announced April 2005 and effective May 17, 2005 to
shareholders of record on May 6, 20

Cash dividends per share declared during the #mdesix months ended June 30, 2005 and 2004 wdoH@ss:

Three Months Six Months
2005 2004 2005 2004

Common stocl $ 0.16¢ $ 0.15(C $ 0.33( $ 0.30(

9. Common Shares Outstanding

A reconciliation of the number of shares used #&dcalating basic earnings per common share antedileiarnings per common share for
the three and six months ended June 30, 2005 &vfalows:

Three Months Six Months
(in thousands 2005 2004 2005 2004
Average number of common shares outstan 373,53¢ 379,18( 376,19: 380,22¢
Effect of stock options and other diluted secusi 6,51 6,03¢ 7,141 5,92¢
Average number of common shares outstanding inofudffect of
dilutive securities 380,04 385,21 383,33: 386,15

13
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

Restricted performance shares outstandingres 30, 2005 and 2004 of 1,458,000 and 1,528,008 natrincluded in the computation of
diluted earnings per common shares because thesaygevesting conditions have not yet been

Retirement Plans and Postretirement Healthcare an@®ther Benefits

A summary of net periodic benefit cost for @@mpany’s defined benefit plans and postretirerheatthcare and other benefits for the
three and six months ended June 30, 2005 and 203follows

(in thousands Three Months Six Months
Defined Benefit Plal 2005 2004 2005 2004
Service cos $11,96° $ 10,59¢ $ 24,44¢ $ 21,43
Interest cos 15,00¢ 13,71: 30,01¢ 27,31¢
Expected return on plan ass (22,15() (24,470) (44,339 (49,067
Amortization of prior service co: 83 94 167 164
Recognized net actuarial la 1,491 13C 2,84z 26C
Net periodic benefit cos $ 6,39¢ $ 64 $13,13¢ $ 107
(in thousands Three Months Six Months
Postretirement Healthcare and Other Ben 2005 2004 2005 2004
Service cos $ 47¢ $ 57z $ 95C $ 1,14¢
Interest cos 2,32¢ 2,75¢ 4,64¢ 5,51¢
Amortization of prior service co: (266) (593 (539 (1,189
Net periodic benefit cos $ 2,63¢ $ 2,737 $ 5,06¢ $ 5,474

Effective January 1, 2005 the Company changedjis&ed rate of return on plan assets to 8.0% 80f8%. The expected rate of reti
on plan assets is based on a market-related vahgsets, which recognizes changes in market laefive years. Additionally,
effective January 1, 2005, the Company changetigtount rate assumptions on its retirement plarsst5% from 6.25% in 2004. The
effect of these changes on pension expense fahibe and six months ended June 30, 2005 was ezasein expense of $3.8 million
pretax and $7.5 million pretax, respectively. Opoat-split basis, the per share impact for thetguavas a half cent per diluted share,
and for the six months ended June 30, 2005, threase in expense was one cent per diluted shaeee Tilas been no significant change
in the Company’s expected contributions to the aljgans from what was disclosed in the Company®2tbnsolidated financial
statements

Sale Leaseback Transaction

In December 2003, the Company sold its 45%tgdgouvestment in Rock-McGraw, Inc. Rock-McGraw, lmevns the Company’s
headquarters building in New York City. The trangatwas valued at $450.0 million, including assdndebt. Proceeds from the
disposition were $382.1 million. The sale resuited pre-tax gain of $131.3 million and an aftertenefit of $58.4 million, or 15 cents
per diluted share (pc-split) in 2003.
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12.

The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

The Company remains an anchor tenant of ednatinues to be known as The McGraw-Hill Compartigilding and will continue to
lease space from Rock-McGraw, Inc., under an exjdéase. As of December 31, 2004, the Companyhedse for approximately
17% of the building space for approximately 15 gearhich is being accounted for as an operatingeleBursuant to sale leaseback
accounting rules, as a result of the Company’sicoat! involvement, a gain of approximately $212iBiom ($126.3 million after-tax)
was deferred and will be amortized over the remagitease term as a reduction in rent expense.rivetion relating to the sale-
leaseback transaction for the three and six maerded June 30, 2005 and 2004 is as follc

Three Monthg Six Months
(in millions) 2005 2004 2005 2004
Reduction in rent expen: $(4.2) $(4.3) $(8.4) $(8.€)
Interest expens 2.3 2.4 4.7 4.8

Income Taxes

In calculating the provision for income taxes orirgerim basis, the Company uses an estimate adrtheal effective tax rate based u
the facts and circumstances known. The Companigstife tax rate is based on expected income,tstgttax rates and permanent
differences between financial statement and taxmehcome applicable to the Company in the varjatisdictions in which the
Company operate

Significant judgment is required in determinthg Company’s effective tax rate and in evaluatimgCompany’s tax position. The
Company establishes reserves when, despite ief Iiedit the tax return positions are supportableglieves that certain positions are
likely to be challenged and it may not succeedeBam an evaluation of the Company’s tax posititins Company believes that it is
appropriately accrued under SFAS No. 5, “AccountorgContingencies” for all probable and estimadsipenses. All periods presented
utilized these same basic assumptions. The Compajngts these reserves in light of changing fawtiscrcumstances. The effective tax
rate includes the impact of reserve provisions@rahges to reserves that the Company considers@pgie.

The Company has completed various federak stiad local, and foreign tax audit cycles andh@first quarter of 2004, accordingly
removed approximately $20.0 million from its acauecome tax liability accounts. This non-cash itesulted in a reduction to the
overall effective tax rate for continuing operasdor the first six months of 2004 from 37.0% ta35. The effective tax rate for the fi
six months of 2005 of approximately 37.1% is a Wwid blend of the rates for the first and secorattgus of 2005; 37.0% and 37.2%,
respectively. The Company remains subject to fé@derdits for 2002 and subsequent years, and te atat local and foreign tax audits
for a variety of open years depending upon thedliction in questior
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements

13. Recently Issued Accounting Standard

On December 16, 2004, the FASB issued StateM@nt23 (revised 2004), “Share-Based Payment'té8tant 123(R)), which replaces
Statement No. 123, “Accounting for Stock-Based Cengation,” and supersedes APB Opinion No. 25, “Aotiog for Stock Issued to
Employees.” Statement 123(R) requires all compawoieseasure compensation cost for all share-basguents (including employee
stock options) at fair value and recognize the to#ie financial statements beginning with thstfinterim or annual reporting period
that begins after June 15, 2005. The pro formdalisces previously permitted under Statement 123nwilonger be an alternative to
financial statement recognition. This statementiappo all awards granted after the date of adopdind to awards modified,
repurchased, or cancelled after that date. The aiivel effect of initially applying Statement 123(F any, is recognized as of the date
of adoption.

On April 14, 2005, the Securities and Excha@genmission announced that it would provide for agg-in implementation process for
FASB Statement No. 123(R), “Share-Based Paymeti&. SEC now requires that registrants adopt Statebh&3{R)’s fair value method
of accounting for sharbased payments to employees no later than theriagiof the first fiscal year beginning after Juirte 2005. Th
Company is required to adopt Statement 123(R) IméginJanuary 1, 200!

The Company is required to apply StatementRP86ing a modified version of prospective applaatUnder that transition method,
compensation cost is recognized on or after the dfaadoption for the portion of outstanding awafds which the requisite service has
not yet been rendered, based on the grant-datedfiaie of those awards calculated under Statenhfdr pro forma disclosures. For
periods before the date of adoption, the Company etect to apply a modified version of retrospeetapplication under which financial
statements for prior periods are adjusted on aslwasisistent with the pro forma disclosures reguiog those periods by Statement 123.
The Company is currently evaluating the impacthef statemen

On December 21, 2004, the FASB issued FASHE 8Btaition (FSP) No. 109-2, “Accounting and Disclos Guidance for the Foreign
Earnings Repatriation Provision within the Americknis Creation Act of 2004” (FSP 109-2). FSP 1@@eXides guidance under FASB
Statement No. 109, “Accounting for Income Taxesithwespect to recording the potential impact & tepatriation provisions of the
American Jobs Creation Act of 2004 (the Jobs Antgpterprises’ income tax expense and deferretiaiaikity. The Jobs Act was
enacted on October 22, 2004. FSP 109-2 stateanhatiterprise is allowed time beyond the finan@pbrting period of enactment to
evaluate the effect of the Jobs Act on its plarréimvestment or repatriation of foreign earningsgurposes of applying FASB
Statement No. 109. The Company has not yet contpbiteluating the impact of the repatriation pravisi. Accordingly, as provided f
in FSP 10-2, the Company has not adjusted its tax expendeferred tax liability to reflect the repatriatiprovisions of the Jobs Ac
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Item 2. Managemens$ Discussion and Analysis of Financial Conditiod &esults of Operations
Results of Operations — Comparing Three Months Hrillme 30, 2005 and 2004

Consolidated Review

The Segment Review that follows is incorporate@ihdyy reference.

Revenue and Operating Profit

Second Second

Quarter % Quarter
(millions of dollars) 2005 Increase 2004
Revenue $1,456.1 16.€ $1,246.(
Operating profit* 343.t 16.C 296.1
% Operating margi 24 24

* Operating profit is income from continuing operasdefore taxes on income, interest expense apdiEie expens:

In the second quarter of 2005, the Company achigwedth in revenue and income from continuing opens of 16.9% and 17.7%,
respectively. The increase in revenue is primaityibutable to growth in the Financial Serviced dcGrawHill Education segments, whic
contributed $92.9 million and $81.3 million to thewth in revenue, respectively. Foreign exchargesrcontributed $7.9 million to revenue
and $5.3 million to income from continuing operasaluring the second quarter.

Product revenue increased 12.4% in the secondaquar2005, due primarily to an increase in reveinufie School Education Group

(SEG) as the Group benefited from the successeofiettary and secondary products in the state asoptarket. Service revenue increased
20.7% in the second quarter of 2005, due priméaoilgn increase in revenue in the Financial Sensegsent of $92.9 million and the
acquisition of J.D. Power and Associates which idbated $33.6 million of revenue. Strong growttstructured finance reflects continued
favorable global market conditions, including a lmterest rate environment. Growth in corporataifice ratings (corporate finance and
financial services) is attributable primarily toremues from recurring fees for surveillance adésitand customers on annual fee
arrangements.

During 2005 and the last half of 2004 the Compaagenseveral acquisitions to add new capabilitiees€ acquisitions are as follows:

. CRISIL Limited : On May 9, 2005, the Company announced that iaimecthe majority shareholder of CRISIL Limited (SGRl),
a leading provider of credit ratings, financial rseand risk and policy advisory services in Indiaribg the Company’s recent
tender offer, it received valid acceptances fo23,248 shares, representing 49.07% of CRISIL. Winenbined with its existing
interest, the Company now owns 3,720,948 shares.6£6 of CRISIL. CRISIL’s operations will be integed with the Financial
Services segment and will allow the Company torage opportunities in Indi

. Vista Research, Inc:The Company acquired Vista Research, Inc., a lgggliavider of primary research on April 1, 2005si
will enhance the growth prospects of the FinanS&lvices segment’s research product suite by prayiclients with access to
professional:
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with direct experience in industries sucheghnology, media, telecommunications and healéhdésta’s network of industry
practitioners is able to offer investors freshldfikevel insights about issues and conditions difigccompanies and sectors. Vista
Research, Inc. is now part of the Financial Ses/geEgment

. J.D. Power and Associates (JDPA)The Company acquired JDPA, on April 1, 2005. JDfAnded in 1968 by J.D. Power I, i
leading provider of marketing information serviéesthe global automotive industry and has esthablisa strong and growing
presence in several other important industriedudieg finance and insurance, healthcare, homelimgj) telecommunications and
energy. Its customer satisfaction ratings and masdgearch are recognized worldwide as benchmarlgufality and independence.
The company, which includes the Power Informatiatvork, LLC, has 787 employees and operates glpball2 locations

The acquisition will enhance the Company®wgh prospects for its core business informatiaifptm by providing a new direct
link to consumers, while also providing new colledtove opportunities with the Company’s leadingfrhises including
BusinessWeg, Platts, McGraw-Hill Construction, Aviation Weekdhealthcare. J.D. Power and Associates is notopéne
Information and Media Services segme

. Capital 1Q : The Company acquired Capital 1Q, a leading prewvif highimpact information solutions to the global invesirnanc
financial services communities on September 174208 innovative technology and data platform eaquidly growing client base
will complement Standard & Poor’s content covelfixgd income, equities, indices, and mutual furedgsyell as fundamental data
from Compustat. Capital 1Q is a unit of the Finah&ervices segmer

. The Grow Network: The Company acquired The Grow Network, a privakad company, on July 16, 2004. The Grow Netwo
a leading provider of assessment, reporting antbmized content for states and large school distdcross the country. The
acquisition supports McGraw-Hill Education’s stigydo provide a full range of customized educatolutions to help improve
teaching and learning. The Grow Network is now pathe School Education Group and has been ren&ned
Network/McGrav-Hill.

During the second quarter of 2005, these acquisitihluted earnings per share by $0.03. The Compapgcts that these acquisitions will
negatively affect diluted earnings per share in20% $0.06 to $0.07 per share.

In 2005, the Company paid approximately $450 millior the acquisitions of Vista Research, Inc., B2Rd a 49.07% increase in the
investment in CRISIL Limited.

Total expenses in the second quarter of 2005 iserk&6.5% primarily as a result of an increasempuensation. A significant portion of b
operating related and selling and general expensempensation expense, which increased approxXin2#es in 2005, primarily as a result
of an increase in the employee base. The emplogse increased approximately 16.0% year over year 15,942 on June 30, 2004 to 18,
as of June 30, 2005. Increases were primarily d@edquisitions and the timing of new hires, whicicwred in the latter half of 2004. Product
operating related expenses increased 14.8%, dtmripensation expense increases at McGiidineducation. Increases in the employee
were required in SEG’s editorial and productionugr®to develop new products for increased oppdi@isnin
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the K-6 and secondary markets in 2005 and beyamdluet operating related expenses include the @&matidn of prepublication costs of
$55.2 million, which decreased by $17.2 millioncasnpared with the second quarter of 2004. Thisedesg is the result of cost saving
initiatives and the timing of adoption cycles. Seevoperating related expenses increased 18.0%irituarily to growth in the Financial
Services segment and the acquisition of J.D. PawdrAssociates which contributed 47% to the gro®#iling and general expenses
increased 16.0%. Selling and general product exgzeinsreased 10.3% primarily as a result of ineeéa®mpensation expenses at McGraw-
Hill Education. Increases in the employee base wexaired in the SEG sales group as a result ahttreased market opportunities in the K-
6 and secondary markets. Included in selling ama:ige product expenses are expenses related @ldhal Transformation Project which
increased $1.6 million over prior year. In additiomarketing costs increased as the School Educ&ionp prepares for major adoptions in
California and Florida. Selling and general senggpenses increased 21.9% from the prior year,guiiyrfrom the growth of the Financial
Services segment and the acquisition of J.D. PawdrAssociates which contributed 43.7% to the gnowtso contributing to the increase in
expense is the increase in pension expense fro@dhgany’s U.S. retirement plans. Effective Jandar®005, the Company changed its
U.S. retirement plan’s discount rate assumptiob. 7®% from 6.25% in 2004. Additionally, effectivenbiary 1, 2005, the Company changed
its expected rate of return on plan assets to 806f% 8.75%. The effect of these changes resuttethiincrease in pension expense for the
three months ended June 30, 2005 of $3.8 millieatax, or half a cent per diluted share on a ppltisasis.

In the second quarter of 2005, depreciation expemseased 13.7% to $26.1 million as a result gugitions and increase in depreciation
related to technology related equipment. Amort@abf intangibles increased 77.3% to $12.0 miliimthe second quarter of 2005 due to
acquisitions.

Interest expense increased to $3.5 million in #eoad quarter of 2005. The primary reason foritieesiase is due to an increase in average
commercial paper borrowings to $360.6 million. Teheras no commercial paper outstanding for the thmeeths ended June 30, 2004. The
average interest rate on commercial paper borravioigthe three months ended June 30, 2005 was. IBBbincrease was partially offset

an increase in interest income due to higher isteades on higher average cash levels in the Coyrgo&uropean operations. For the second
guarter, average domestic investments were $43l@min 2005 at an average interest rate of 2.88tnpared to $283.8 million at an aver.
rate of 0.9% in 2004. European investments wer® $1&illion at an average rate of 3.1% in 2005 cared to $110.4 million at a rate of
2.8% in 2004. Included in the second quarter of52@8d 2004 is approximately $2.3 million and $2idiom, respectively, of interest exper
related to the sale leaseback of the Company’sdueaters building in New York City (See Note 11).

For the quarter ended June 30, 2005 the effecivedte was 37.2% compared to 37.0% in the prido@eThis minor increase is due to
changes in foreign tax laws. The Company expeetetfective tax rate to remain at 37.2% for theawmer of the year in the absence of
intervening audit settlements or further feder@tesor foreign law changes or changes in the imeak mix of the Company’s income.

Net income for the quarter increased 17.7% ovectimeparable quarter in the prior ye

Diluted earnings per share on net income were $8dus $0.43 on a post-split basis in the priaryAll prior year earnings per share have
been adjusted to reflect the two-for-one stockt gffective to shareholders of record on May 6,200
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Segment Review

McGraw-Hill Education

Second Second
Quarter % Quarter
(millions of dollars) 2005 Increase 2004
Revenue
School Education Grou $ 414.¢ 17.C $ 354.2
Higher Education, Professional and Internatic 214.2 10.€ 193.2
Total revenue 628.€ 14.¢ 547 ..
Operating profit $ T71€ 25.5 $ 57.1
% Operating margi 11 10

Revenue for the McGraw-Hill Education segment iasexl over the prior year primarily due to improvah@ the School Education Group
(SEG). Operating profit increased 25.5% to $71.®aniover prior year. Foreign exchange rates bigegtfevenue by $3.4 million and had a
slightly positive impact on operating profit.

Operating margin improved over the prior year prilgalue to a decrease in prepublication amortoratf $17.2 million. However, expenses
increased 13.6% over prior year primarily due toremnease in compensation expense as a resub.glaincrease in the employee base, an
increase in marketing costs and an increase imtdaby related expenses resulting from ongoingrteldgy initiatives. Additions to the
employee base were required in the sales, editarial production groups to develop and market nedyzts for increased opportunities in
the elementary and secondary markets in 2005 aymhdde Marketing costs increased as SEG preparend@r adoptions in California and
Florida.

On July 16, 2004, the Company acquired The GrowvhNi¢, a privately held company. The Grow Networlk ieading provider of
assessment reporting and customized content frasséad large school districts across the coumtrg.acquisition supports McGraw-Hill
Education’s strategy to provide a full range oftousized education solutions to help improve teaglind learning. The Grow Network is
now part of SEG and has been renamed Grow Netwa®fisiw-Hill.

The McGraw-Hill School Education Growupfevenue increased 17.0% in the second quar200H, benefiting from the success of elemer
and secondary school products in the state adoptarket. The Group’s strong state adoption resudt® driven by success with the
elementary science program in North Carolina awiibima, and the secondary science program in Indiem&aGroup also performed well in
elementary and secondary health programs in IndiadaCalifornia and in secondary social studigslamida. In addition, the Group benefi
from sales of vocational and technical producta essult of Texas funding that was postponed fr60¥2 Residual sales of elementary
reading and math products in Texas also contribitepiowth, as did sales of the research-basedgmsDpen Court ReadingndEveryday
Mathematicsin the open territories.

According to the Association of American Publishgesar-to-date statistics through May 2005, totidation and open territory sales of basal
and supplementary materials for grades K-12, exctutksting, increased 4.1%.
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Custom contract testing grew in the second quadstributing to the segment’s revenue growth. Highestom contract revenue was driven
by the Arizona, Kentucky and Massachusetts progi@misby the expansion of the program and timingteel to the state of Qatar’s National
Assessment Program. Expenses also increased se¢bad quarter of 2005, as SEG devoted resouraeismning additional custom contracts
in key states and continued to invest in the teldgyonecessary for the development of summativefandative assessment products that
be offered online. The “shelf” or norm-referencesdttbusiness was lower than prior year due to going shift from shelf tests to custom
assessments driven by the No Child Left Behindslagon.

The 2005 new state adoption market is projectedd@ase approximately 70% to $900 million, witk tireatest impact expected to occur in
the second half of the year. Texas will play andntgnt role in determining the ultimate size of tharket. The Company continues to mor
the situation regarding the Texas textbook fundardine arts (music/art), world languages, andlthme@roclamation 2002). Before ending
regular session on May 30, 2005, the Texas legiggiassed a biennial budget that included funftingeneral school operations and for the
purchase of vocational and technical materialstiadtbeen deferred from 2004. However, the legisdaih the House of Representatives and
Senate failed to fund textbooks adopted under Bnaation 2002. Observers remain cautiously optimistat the funding will be approved
and that appropriations will cover all planned fhaging.

SEG is well positioned to take advantage of theafeadoption opportunity. The state adoption maskitvorable not only because of its size
but also because the schedule affords opportuiitiasange of subject areas, allowing SEG to legerthe breadth and depth of its product
offerings. Social studies represents the yeargelsirsubject-area market, and strong performande®iida and Alabama have positioned
SEG to lead the high-volume secondary portion af tharket. Excellent results are projected forremein North Carolina, where the state’s
largest district, Charlotte-Mecklenburg, selecteel McGraw-Hill elementary program. SEG has alsdgoered well in health in California,
where the Los Angeles Unified School District (LADBchose McGraw-Hill programs for use at both tlerentary and middle school
grades. In addition, the LAUSD will adopt the Graugeading intervention prograraleidoscopein 2005.

McGraw-Hill Higher Education, Professional and hmigtional Group’s (HPI) revenue increased by 10t8%214.2 million for the second
quarter of 2005. Higher education products perfarmell in both the domestic and international méskbenefiting from the success of new
and revised titles in all three major product categs: Science, Engineering, and Mathematics; Bassimnd Economics; and Humanities,
Social Science, and Languages. Key titles confrigub the second quarter performance include:

. Silberberg Chemistry, 4/e
. McConnell and BrueEconomics, 16/e; anc
. Knorr, Puntos de Partide7/e

In the professional marketplace, Science, TechmicdlMedical products benefited from a strong 2008tlist and from the publication of
Harrison's Principles of Internal Medicine16/e in the third quarter of 2004 aHdrrison’s Manual of Medicinel6/e published in the first
quarter of 2005. Science, Technical and Medicatipets also performed well internationally with tieéease oHarrison’s Principles of
Internal Medicine, 16/e, Spanish translation in June 2005. Traddymts experienced strong growth, as
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several titles reached best seller status includiaign Wooden’syWooden on LeadershgndCrucial Conversations: Tools for Talking When
Stakes Are Highy Kerry Patterson, Joseph Grenny, Ron McMillan Ah8witzler. Softness continued in the technolsggtor.

School education imprints performed well in Europawer sales in Latin America were primarily dueatshift in the timing of orders.
However, the Mexican Education Ministry, throughn@liteg, an official Mexican Government agency,faomed its 2005 order. The order,
which was approximately 10% higher than prior yeesss delivered in the second quarter.

Financial Services

Second Second

Quarter % Quarter
(millions of dollars) 2005 Increase 2004
Revenue $597.¢ 18.¢ $504.5
Operating profit 258.2 20.€ 214.2
% Operating margi 43 42

Financial Services revenue and operating profitn@tically increased over 2004 second quarter ededireign exchange rates contributed
$4.4 million to revenue and had a positive impacbperating profit of $5.3 million.

The Financial Services segment’s increase in revamd operating profit is due primarily to the perfance of structured finance ratings and
corporate finance (corporate finance and finarsgavices) ratings, which represented approxim#&l§% and 8.7% of the growth in
revenue, respectively. In structured finance, thiauing favorable interest rate environment ledtrong growth in the issuance of U.S.
residential mortgage-backed securities (RMBS), cencral mortgage-backed securities (CMBS) and aaiddized debt obligations (CDOs).
The growth in corporate finance ratings is attritilé¢ primarily to revenues from recurring feesdorveillance activities and customers on
annual fee arrangements.

Over the past twelve months, the Financial Senseggnent acquired Vista Research, Capital IQ andjarity interest in CRISIL Limited.
These acquisitions are discussed in further dietdlile consolidated review and Footnote 4 of thasotidated Financial Statements for the
period ended June 30, 2005.

Total U.S. structured finance new issue dollar malincreased 42.3%; solid growth was experiencemba@ll asset classes. U.S. CDO
issuance increased 64.1% according to Harrisort 8adications. The U.S. CDO market was driventapisization of the asset class due to
fewer downgrades, strong investor demand as welhdscrease in new structures (customizations)aabittage opportunities. U.S. CMBS
issuance increased 75.8% over the prior year pifiyrdue to the favorable interest rate environrmeemd the refinancing of maturing debt. L
RMBS issuance increased 39.9% according to Har@smtt Publications. Issuance in this asset clastrues to benefit from the low inter
rate environment, continuing appreciation in homegs, as well as a shift from agency to privaigination associated with innovative new
and variable rate mortgage products. These varrabdemortgage products are commanding between@B%oef total mortgage originatior
Although U.S. RMBS issuance volumes have been gtoserall, the number of issues increased onhhgligleading to issue sizes that are
substantially larger than last year. The Compamydraginally anticipated that RMBS issuance woudgtithe approximately 15%-20% in
2005. Assuming no change in current market conaitguch as a large and sudden rise in
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interest rates, no decline is anticipated in issaarersus last year’s levels. According to Seasibata, U.S. new issue dollar volume for
corporates for the second quarter of 2005 decrea88d with high yield dollar volume issuance desie@ 36.1%. Corporations continue to
generate strong cash flows and maintain high cakmbes and excess production capacity. The high & refinancing activity which took
place in 2004 has lessened the need for new debtding in 2005. Public finance issuance increatightly due to accelerated refundings by
municipalities as they took advantage of a flatignjield curve. International growth was also sgras the favorable trends of securitization,
disintermediation and privatization continue. Irr@e, issuance levels rose in the quarter drivestitmng issuance in structured finance,
especially mortgage-backed securities and CDOs Elinepean CDO market was driven primarily by améase in private synthetic CDOs.
Issuance for corporates in Europe was up reflesirgngth in financial services as a result of tates and favorable spreads.

Conditions in the financial services marketplacetitwie to show improvement and demand for reseamdhfinancial information has been
increasing. As a leading provider of independenitgqesearch, the Financial Services segment iiedefuring the quarter from the
increased demand resulting from the Global ReseBettement as well as demand from customers thet not affected by the Settlement.

Revenue related to Standard & Poor’s indices irsgéas assets under management for Exchange-Traddd rose 31.2% from June 30,
2004 to $118.2 hillion as of June 30, 2005. Assatier management at December 31, 2004 were $1i87.b

The financial services industry is subject to théeptial for increasing regulation in the Unite@t®s and abroad. The businesses conduct
the Financial Services segment are in certain gaggsated under the U.S. Investment Advisers Adt9d0, the U.S. Securities Exchange
Act of 1934, the National Association of Securitigsalers and/or the laws of the states or othé&diations in which they conduct business.

Standard & Poor’s Ratings Services is a credihgasigency that has been designated as one of itieridlly Recognized Statistical Rating
Organizations, or NRSROs, by the SEC. The SECHBiegan designating NRSROs in 1975, for use of trelit ratings, in the determination
of capital charges for registered brokers and dealeder the SEG’Net Capital Rule. During the last three years SEC has been examin
the purpose of and the need for greater regulatidtRSROs. In January 2003, the SEC issued a repdtie role and function of credit
rating agencies in the operation of the securitiaskets. The report addressed issues that the SEECaguired to examine under the
Sarbanes-Oxley Act of 2002, as well as other isansig from the SEC’s own review of credit ratagencies. In June 2003, the SEC
solicited comments on a concept release that queesti (1) whether the SEC should continue to dessggNRSROs for regulatory purposes
and, if so, what the criteria for designation skicog; and (2) the level of oversight that the SBEQu&d apply to NRSROSs. In February 2005,
Standard & Poor’s and other NRSROS’ representatastfied before the Senate Committee on Bankitaysing and Urban Affairs at a
hearing to examine the role of credit rating agesicin March 2005, SEC Chairman Donaldson alsdiegsbefore the Senate Committee on
Banking, Housing and Urban Affairs. He raised auésabout the SEC’s current authority to overseERIBs and referred to a voluntary
framework for oversight that the NRSROs have bastudsing with the SEC staff. The Chairman noted tine question of whether to imp
a regulatory regime raises important issues thed n@ be examined, including the First Amendmehe [Egal status of rating agencies has
also been addressed by courts in the United Statesious decisions and is likely to
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be considered and addressed in legal proceediogstime to time in the future.

In March 2005, the SEC voted to issue a rule prapmsdefine NRSROs. The SEC issued its proposiedou public comment on April 19.
Standard & Poor’s submitted its comments on Jufie l@rgely supporting a more formal designation psscand clear criteria, but without
involving the SEC in the substance of the ratingess or in second-guessing rating opinions. Inl 2005, Annette Nazareth, Director of
the SEC’s Division of Market Regulation, testifiedfore the Subcommittee on Capital Markets, Insteaand Government Sponsored
Enterprises of the House Financial Services Coramitin the SEC’s proposed rule and on the overainework. She also raised questions
on the SEC’s authority over NRSROs. Following thesiring, Rep. Kanjorski asked the SEC to providbrieal assistance on the specific
authority the SEC would need to effectively ovenssing agencies. In June 2005, the SEC submitiezliline to Rep. Kanjorski of key
issues to be addressed if Congress proceeds gittidgon. Also in June 2005, Standard & Poor’sifiesl before the same House
Subcommittee on H.R.2990, the “Credit Rating AgeDeyppoly Relief Act”. This bill, proposed by Rept#patrick on June 28, would set

up a mandatory licensing regime with the SEC fedirrating agencies. Standard & Poor’s objectettiédbill for legal and policy reasons.

Outside the United States, the European Parliaheshadopted resolutions requiring the European Ussion to analyze the desirability of
registering credit rating agencies in Europe amdntbed for registration criteria. The European Céssion, through the Committee of
European Securities Regulators (CESR), solicitedrnaents on these issues from regulators and thécpiraluding rating agencies, and in
late March, CESR issued its final advice to thedpean Commission. CESR recommended that ratingcaggeshould not be regulated but
should implement and enforce internally a codeomidtict and other policies to address key issues.

In addition, European Union member states aredrptiocess of implementing the European Commissidiaiket Abuse Directive which,
depending on how the Directive is implemented, d@ifect rating agencies’ communications with isswes part of the rating process. Local,
national and multinational bodies have consideretiadopted other legislation and regulations mgttd credit rating agencies from time to
time and are likely to continue to do so in theufat

The International Organization of Securities Congioigs (I0SCO), a global group of securities comioresrs, has also been reviewing the
role of rating agencies and their processes. IteBdper 2003, the IOSCO published a set of prinsipdating to rating agencies’ processes
and procedures. On December 23, 2004, it publighé@iode of Conduct Fundamentals for rating agenitiat builds upon the 2003
principles. Standard & Poor’s worked closely witle 1OSCO in its drafting of both the principles dahd code. In September 2004, Standard
& Poor’s also published its own code of practidest is broadly consistent with the IOSCO’s code r@pesents a compilation of existing
policies and procedures around key aspects oftitggs process.

New legislation, regulations or judicial determinat applicable to credit rating agencies in thé&thStates and abroad could affect
competitive position of Standard & Poor’s ratingewever, the Company does not believe that anyaresurrently proposed legislation,
regulations or judicial determinations would haveaterially adverse effect on its financial coratitior results of operations.

The market for credit ratings as well as resedralgstment advisory and broker-dealer servicegiig competitive. The Financial Services
segment
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competes domestically and internationally on th&saf a number of factors, including quality ofimgs, research and investment advice,
client service, reputation, price, geographic scopege of products and technological innovatioraddition, in some of the countries in
which Standard & Poor’s competes, governments mayigle financial or other support to locally-basating agencies and may from time to
time establish official credit rating agencies,diteatings criteria or procedures for evaluatiogdl issuers.

Information and Media Services Segment

Second % Second
Quarter Increase/ Quarter
(millions of dollars) 2005 (Decrease’ 2004
Revenue
Busines-to-Business $202.¢ 21.¢ $166.1
Broadcastin¢ 27.¢ (0.9 28.C
Total revenue 230.2 18.€ 194.]
Operating profi $ 13.€ (45.2) $ 24.¢
% Operating margi 5.8 12.¢

In the second quarter of 2005, revenue grew bya&6$36.2 million over the prior year. Operatingffi decreased 45.2%. J.D. Power and
Associates (JDPA), which was acquired on April@Q%2, contributed $33.6 million in revenue and dasesl the segmestbperating profit b
$8.9 million in the second quarter primarily dueatmjuisition related costs. The Busines8tsiness and Broadcasting Groups were also
negatively impacted by the continued soft adverntisharket. Foreign exchange rates negatively ingoagperating profit by $0.2 million and
had no significant impact on revenue.

On April 1, 2005, the Company acquired JDPA, agiely held company. JDPA, founded in 1968 by J@wé? Ill, is a leading provider of
marketing information services for the global autdive industry and has established a strong andiggopresence in several other import
industries, including finance and insurance, healts, home building, telecommunications and endtgyustomer satisfaction ratings and
market research are recognized worldwide as bermtisnfiar quality and independence.

The acquisition will enhance the Company’s growtbspects for its core business information platfgnproviding a new direct link to
consumers, while also providing new collaboratippartunities with the Company’s leading franchisesuding BusinessWeekStandard &
Poor’s, Platts, McGraw-Hill Construction, Aviatideek and healthcare.

Revenue increased at the Business-to-Business @mmupared to prior year due primarily to the acigjois of J.D. Power and Associates.
Revenue in J.D. Power and Associates was drivetsthy.S. client services business in the autoctetenunications and insurance sectors.
According to the Publishers Information Bureau (PBusinessWeekadvertising pages in the North America editiontfer second quarter
were down 9.2% with the same number of issues. Aidireg pages were also down in the Europe and édiions in the second quarter of
2005. According to the PIB, advertising pages mtdthnology category decreased 13.4%. Advertgiogth for business publications is
heavily dependent on the global technology sector.

Platts’ news and pricing products experienced gnasta result of the increased need for markespaency due to the volatility of crude oil
prices and as U.S. energy markets continued tdfeeted by natural gas supplies. Increased custaim@and for news and pricing products
added to the subscriber base. The resulting revismeeognized over the life of the
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related product subscriptions. Conversely, incréasenpetition in energy research and analytic petsltesulted in a decrease in that portion
of the subscriber base adversely affecting resflsa in the Business-to-Business Group, the Glétmaler conference took place in the
second quarter in 2005 compared to the first quaft2004. In the Aviation industry, the bienniar3 Air Show occurred in the second
quarter of 2005, with no comparable event in 2@dtendance and sponsorship was up when comparbe 2003 air show due to reduced
geopolitical tensions.

As of June 2005, total U.S. construction startsewgr 5% versus prior year. Both residential bugdinp 9%) and non-building construction
(up 9%) were higher than prior year, while U.S. residential building was down 6%. Commercial cangion was weak from lower
manufacturing building, warehouse, hotel and offitats. Display advertising pages in constructioblications increased. The Engineering
News Record Award of Excellence event occurredhéingecond quarter of 2004 with no comparable d@naht second quarter of 2005. T
McGraw-Hill Construction Network, a Web-based intggd product, continued to perform well, adding/ meistomers to the subscriber base.
The resulting revenue is recognized over the lifthe related product subscription. In the secomarggr of 2005, the Business-to-Business
Group continued to make investments in the McGrallv&bnstruction Network to strengthen its effeetiness and efficiency.

At the Broadcasting group revenue in the secondtguaas flat compared to prior year. The improvatthgs position of the ABC network
helped to offset the loss of political advertisinghe second quarter of 2005. The automotive arsdite time categories of advertisers
contributed to growth while the retailing, servared consumer products categories were weak. ThedBasting group was also negatively
impacted by a reduction in network compensatiorririguthe second quarter the Broadcasting Grouptisgd affiliation agreements with
the ABC network, which decreased network compeosdtr 2005.

SIX MONTHS

Consolidated Review

The Segment Review that follows is incorporatee@ihdry reference.

Revenue and Operating Profit

Six Months % Six Months
(millions of dollars) 2005 Increase 2004
Revenue $2,485.: 14.¢ $2,165.¢
Operating profit* 492.7 18.€ 414.¢
% Operating margi 20 19

* Operating profit is income from continuing opeoat before taxes on income, interest expense aporete expens:

In the first six months of 2005, the Company ackégrowth in revenue and income from continuingragiens. Revenue growth of 14.8%
resulted in a 13.2% increase in income from comigwperations. The increase in revenue is pripatiributable to growth in the Financial
Services segment of $183.5 million and the McGraW#tlucation segment of $102.1 million. Foreigrcbange rates contributed

$13.2 million to revenue and $5.5 million to incofm@m continuing operations.
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Product revenue increased 9.6% in the first sixthmnf 2005, due to an increase in revenue in @@ Education Group (SEG) as the
Group benefited from the success of elementarysandndary products in the state adoption market.fift half reflects the seasonal nature
of the Company’s educational publishing operatiovith the first half being the least significaner8ice revenue increased 18.4% in the first
six months of 2005, due to an increase in revenuled Financial Services segment. Strong growstrinctured finance reflects continued
favorable global market conditions, including a lmterest rate environment. Growth in corporatafice ratings (corporate finance and
financial services) is attributable primarily toremues from recurring fees for surveillance adésitand customers on annual fee
arrangements.

During 2005 and the last half of 2004 the Compaagenseveral acquisitions to add new capabilitiees€ acquisitions are as follows:

CRISIL Limited : On May 9, 2005, the Company announced that iaimecthe majority shareholder of CRISIL Limited (SGRl),
a leading provider of credit ratings, financial reeand risk and policy advisory services in Indiaribg the Company’s recent
tender offer, it received valid acceptances fo23,248 shares, representing 49.07% of CRISIL. Winenbined with its existing
interest, the Company now owns 3,720,948 shares8.686 of CRISIL. CRISIL’s operations will be integed with the Financial
Services segment and will allow the Company to/fldlverage opportunities in Indi

Vista Research, Inc: The Company acquired Vista Research, Inc., drggatovider of primary research on April 1, 2004sta

will enhance the growth prospects of the FinanS&lvices segment’s research product suite by prayiclients with access to
professionals with direct experience in industsesh as technology, media, telecommunications aafthtare. Vista's network of
industry practitioners is able to offer investamssh, field-level insights about issues and cood#iaffecting companies and sectors.
Vista Research, Inc. is now part of the Financah&es segmen

J.D. Power and Associates (JDPA: The Company acquired JDPA, on April 1, 2005. JDf@Anded in 1968 by J.D. Power I, i
leading provider of marketing information serviédesthe global automotive industry and has esthblisa strong and growing
presence in several other important industriedudieg finance and insurance, healthcare, homelimgj) telecommunications and
energy. Its customer satisfaction ratings and masdgearch are recognized worldwide as benchmarlgufality and independence.
The company, which includes the Power Informati@tvirk, LLC, has 787 employees and operates glpball 2 locations

The acquisition will enhance the Company®wgh prospects for its core business informatiaifptm by providing a new direct
link to consumers, while also providing new colledttve opportunities with the Company’s leadinghfrhises including
BusinessWeg, Platts, McGraw-Hill Construction, Aviation Weekdhealthcare. J.D. Power and Associates is notopéne
Information and Media Services segme

Capital IQ : The Company acquired Capital I1Q, a leading previf highimpact information solutions to the global invesirnanc
financial services communities on September 174208 innovative technology and data platform eaquidly growing client base
will complement Standard & Poor’s content covelfixgd income, equities, indices, and mutual furedgsyell as fundamental data
from Compustat. Capital 1Q is a unit of the Finah&ervices segmer
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The Grow Network: The Company acquired The Grow Network, a privatad company, on July 16, 2004. The Grow Network is
leading provider of assessment reporting and cugazhtontent for states and large school distectess the country. The acquisition
supports McGraw-Hill Educatior’strategy to provide a full range of customizedoation solutions to help improve teaching andrizay.
The Grow Network is now part of the School Eduaatizroup and has been renamed Grow Network/Mct-Hill.

For the six months ended June 30, 2005, thesesitigns diluted earnings per share by $0.04. They@my expects that these acquisitions
will negatively affect diluted earnings per share2005 by $0.06 to $0.07 per share.

In 2005, the Company paid approximately $450 millior the acquisitions of Vista Research, Inc., B2Rd a 49.07% increase in the
investment in CRISIL Limited.

Total expenses in the first six months of 2005eased 13.0% primarily as a result of an increaseinpensation expense. A significant
portion of both operating related and selling aedegal expense is compensation expense, whichagmdeapproximately 17.5% in 2005,
primarily as a result of an increase in the empddyase. The employee base increased approxim#&&Yolyear over year from 15,942 on
June 30, 2004 to 18,497 as of June 30, 2005. Iseseaere primarily due to acquisitions and thertgrof new hires, which occurred in the
latter half of 2004. Product operating related evges increased 13.7%, due to compensation expaereases at McGraw-Hill Education.
Increases in the employee base were required insSédBorial and production groups to develop newdpicts for increased opportunities in
the K-6 and secondary markets in 2005 and beyamdluet operating related expenses include the @&matidn of prepublication costs of
$80.4 million, which decreased by $24.8 millioncasnpared with the first half of 2004 as a result@st saving initiatives and adoption
cycles. Service operating related expenses inaleb&€% due primarily to growth in the Financiahfees segment and the acquisition of
J.D. Power and Associates which contributed 29 6%e growth. Selling and general expenses incdedse1%. Selling and general product
expenses increased 7.9% primarily as a resultooéased compensation expenses at McGraw-Hill Erucdhcreases in the employee base
were required in the SEG sales group as a restlieahcreased market opportunities in the K-6 sewxbndary markets. Included in selling
and general product expenses are expenses radatesl Global Transformation Project which increa$2d million over prior year. In
addition, marketing costs increased as the Schdat&tion Group prepares for major adoptions inf@adia and Florida. Selling and general
service expenses increased 14.7% from the priar peanarily from the growth of the Financial Sexes segment and the acquisition of J.D.
Power and Associates which contributed 32.8% tatbeth. Also contributing to the increase in exgers the increase in pension expense
from the Company’s U.S. retirement plans. Effectiaauary 1, 2005, the Company changed its U.$ene¢int plan’s discount rate
assumption to 5.75% from 6.25% in 2004. Additiopadiffective January 1, 2005, the Company chanigeekipected rate of return on plan
assets to 8.0% from 8.75%. The effect of thesegdmnesulted in an increase in pension expengbd®ix months ended June 30, 2005 of
$7.5 million pre-tax, or 1 cent per diluted shaneagpost-split basis.

In the first six months of 2005, depreciation exgincreased 12.5% to $50.8 million as a resudcqlisitions and increase in depreciation
related to technology related equipment. Amort@abf intangibles increased 49.9% to $20.4 milksof June 30, 2005 due to acquisitions.
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Interest expense increased to $4.2 million in ttet falf of 2005. The primary reason for the irmge is an increase in average commercial
paper borrowings to $181.4 million. Average comnangaper outstanding during the six months ende B0, 2004 was $7.1 million at a
rate of 1.1%. The average interest rate on comalguaper borrowings for the six months ended Jin€805 was 3.0%. This increase was
partially offset by an increase in interest incathue to higher interest rates on lower cash levethe U.S. and higher interest rates on higher
average cash levels in the Company’s European tipesaFor the first six months of 2005, averagmdstic investments were $269 million
at an average interest rate of 1.9%, compared38.$4million at an average rate of 0.9% in 20040pean investments averaged

$193.7 million for the first half of 2005 at an aage rate of 3.1%. Comparable figures for 2004 wemrage investments of $120.5 million at
an average rate of 2.7%. Included in the six moattted June 30, 2005 and 2004 is approximatelyridlion and $4.8 million, respectivel

of interest expense related to the sale leaselfable @ompany’s headquarters building in New YoityCSee Note 11).

In the first quarter of 2004, the Company completadous federal, state and local, and foreignatadtit cycles and accordingly removed
approximately $20.0 million from its accrued incotag liability accounts. This non-cash item resdllire a reduction to the overall effective
tax rate for continuing operations in the firstflefl2004 from 37.0% to 31.3%. The effective taterfor the first six months of 2005 is 37.1
The Company expects its effective tax rate to h@%®#or the remainder of the year in the absendetefvening audit settlements or further
federal, state or foreign law changes or chang#seitiocational mix of the Comparsyincome. The Company remains subject to fedeuits
for 2002 and subsequent years, and to state aabdod foreign tax audits for a variety of openrgedepending upon the jurisdiction in
guestion.

The loss on discontinued operations relates taigposition of Landoll, Frank Schaffer and the tedgjuvenile retail publishing businesses
(juvenile retail publishing business), which waspised of during January 2004. The juvenile retatilishing business was part of the
McGraw-Hill Education segment. The revenue impacttie first half of 2004 for the juvenile retaillgishing business was $3.9 million.
Loss from discontinued operations for the periodeghJune 30, 2004 was $0.6 million.

Net income for the first half of 2005 increased4®8.over the comparable period in the prior yealuted earnings per share from continu
operations for the first half of 2005 were $0.71sws $0.63 in the prior year. Diluted earningsgyere on net income were $0.71 versus
$0.63 in the prior year. All prior year earnings pkeare have been adjusted to reflect the two-fersiock split effective to shareholders of
record on May 6, 2005. Included in 2004 is a $®eBefit from the reversal of $20.0 million in acedutax liabilities following the completi
of various federal, state and local, and foreignatadit cycles in the first quarter of 2004.
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Segment Review

McGraw-Hill Education

%

Six Months Increase/ Six Months

(millions of dollars) 2005 (Decrease’ 2004
Revenue

School Education Grou $562.2 15.¢ $485.¢

Higher Education, Professional and Internatic 373. 7.3 348.1
Total revenue 935.¢ 12.2 833.¢
Operating los: $ (7.0 (39.9) $(11.9)
% Operating margi (D) (1)

Revenue for the McGraw-Hill Education segment iasexl over the prior year primarily due to improvah@ the School Education Group
(SEG). Operating loss decreased 39.7% to $7.1amibiver the prior year. Foreign exchange ratesfiiedeevenue by $5.1 million and had a
negative impact of $0.7 million on operating resufhe segment’s performance also reflects theosadmature of the business, with the first
quarter being the least significant and the thirdrégr the most significant.

Operating margin was flat compared to the prioryEapenses increased 11.5% over the prior yearguily due to an increase in
compensation expense as a result of a 5.7% inciedise employee base, an increase in marketing @rsl an increase in technology related
expenses resulting from ongoing technology initedi Additions to the employee base were requitdba sales, editorial, and production
groups to develop and market new products for asad opportunities in the elementary and secondariets in 2005 and beyond.
Marketing costs increased as SEG prepares for radjgptions in California and Florida.

On July 16, 2004, the Company acquired The GrowvNi, a privately held company. The Grow Networl ieading provider of
assessment reporting and customized content frasséad large school districts across the coumtrg.acquisition supports McGraw-Hill
Education’s strategy to provide a full range oftousized education solutions to help improve teaglind learning. The Grow Network is
now part of SEG and has been renamed Grow Netwa®fisiw-Hill.

The McGraw-Hill School Education Group’s revenuergased 15.8% in the first six months of 2005 héngffrom the success of
elementary and secondary school products in the atloption market. The Group’s strong state adoptsults were driven by success with
the elementary and secondary science program ithXBarolina and Indiana. The Group also performell iw elementary and secondary
health programs in Indiana and California and toseary social studies in Florida. In the openitimies, elementary sales across the
curriculum benefited from a $29 million state teothk fund in lllinois that supplemented local pursing of materials for grades K-4 in 2005.
In 2004, funding was provided for grades 9-12.ddition, the Group benefited from sales of vocadiand technical products as a result of
Texas funding that was postponed from 2004. Rebihlas of elementary reading and math product®kas also contributed to growth, as
did sales of the research-based progr@mpen Court ReadingndEveryday Mathematias the open territories.

According to the Association of American Publishgesar-to-date statistics through May 2005, totidation and open territory sales of basal
and
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supplementary materials for grades K-12, exclud@sging, increased 4.1%.

Custom contract testing grew in the first half eidmiting to the segment’s revenue growth. Highestom contract revenue was driven by the
contract wins in Arizona, Kentucky, Massachusetis Blorida, the timing of custom contracts in theaNYork, Kentucky, Indiana, and
Missouri programs and by the expansion of the @nwgand timing related to the state of Qatdtational Assessment Program. Expenses
increased in the first half of 2005, as SEG devogsdurces to winning additional custom contrattsay states and continued to invest in the
technology necessary for the continued developmiesttmmative and formative assessment productc#mbe offered online and added
facilities to address increased scoring demands.“Sthelf” or norm-referenced test business was tdivan prior year due to an ongoing shift
from shelf tests to custom assessments drivendoithChild Left Behind legislation.

The 2005 new state adoption market is projectédd®ase approximately 70% to $900 million, with tireatest impact expected to occur in
the second half of the year. Texas will play anantgnt role in determining the ultimate size of tharket. The Company continues to mor
the situation regarding the Texas textbook fundardine arts (music/art), world languages, andlthe@roclamation 2002). Before ending
regular session on May 30, 2005, the Texas legiggiassed a biennial budget that included funftingeneral school operations and for the
purchase of vocational and technical materialstihdtbeen deferred from 2004. However, the legidah the House of Representatives and
Senate failed to fund textbooks adopted under Bnagtion 2002. Observers remain cautiously optimistat the funding will be approved
and that appropriations will cover all planned fhaging.

SEG is well positioned to take advantage of theaeadoption opportunity. The state adoption maskitvorable not only because of its size
but also because the schedule affords opportuimiti@sange of subject areas, allowing SEG to legerthe breadth and depth of its product
offerings. Social studies represents the yeargelirsubject-area market, and strong performande®iida and Alabama have positioned
SEG to lead the high-volume secondary portion af tharket. Excellent results are projected forremein North Carolina, where the state’s
largest district, Charlotte-Mecklenburg, selecteel McGraw-Hill elementary program. SEG has alsdgoered well in health in California,
where the Los Angeles Unified School District (LADBSchose McGraw-Hill programs for use at both tlementary and middle school
grades. In addition LAUSD adopted the Group’s negdintervention progrankaleidoscopein 2005.

In open territories, major adoptions announcecate thcludeEveryday Mathematide Washington, DCOpen Court Readini Baltimore;
and Direct Instruction in Minneapolis and St. Louis

McGraw-Hill Higher Education, Professional and mi@ional Group’s (HPI) revenue increased by 7.8%373.5 million for the first half of
2005. Higher Education products performed wellathithe domestic and international markets, bangffrom the success of new and
revised titles in all three major product categairtgcience, Engineering, and Mathematics; Busiaed€Economics; and Humanities, Social
Science, and Languages. Key titles contributinth¢operformance in the first half of 2005 include:

. Sabin,Gregg Reference Manu«0/e
. McConnell and BrueEconomics16/e; anc

. SandersorComputers in the Medical Offic4d/e
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In the professional marketplace, Science, TechmaicdIMedical products benefited from a strong 2@008tlist and from the publication of
Harrison's Principles of Internal Medicine16/e in the third quarter of 2004 aHdrrison’s Manual of Medicine, 16faublished in the first
quarter of 2005. Sales of the new edition were tsuibiglly higher in the first six months of 200&ththose of the previous edition in the first
six months of 2004. Science, Technical and Medicatlucts also performed well internationally witle release dflarrison’s Principles of
Internal Medicine, 16/e, Spanish translation in June 2005. Traddymts experienced strong growth, as several tidashed best seller sta
including John Wooden’s)ooden on LeadershandCrucial Conversations: Tools for Talking When Stakee Highby Kerry Patterson,
Joseph Grenny, Ron McMillan and Al Switzler. Softeeontinued in the technology sector. Distribuiggeements with Entrepreneur Press
and the American Diabetes Association signed irsdwnd quarter of 2004 contributed favorably sults.

School education imprints were weak in Latin Amardmd Canada. Lower sales in Latin America and @angere primarily due to a shift in
the timing of orders. Canada had ordered earlighérfourth quarter of 2004, while Mexico is exg@etto order later in 2005. In addition, the
Mexican Education Ministry, through Conaliteg, dfiadal Mexican Government agency, has confirmed2005 order. The order, which is
approximately 10% higher than prior years, wasvaedid in the second quarter in 2005.

Financial Services

Six Months % Six Months
(millions of dollars) 2005 Increase 2004
Revenue $1,144.° 19.1 $961.]
Operating profi $ 480.¢ 23.¢ $388.(
% Operating margi 42 40

Financial Services revenue and operating profitdased dramatically over 2004 first half resulreign exchange rates contributed
$8.0 million to revenue and had a positive impacbperating profit of $6.8 million.

The Financial Services segment’s increase in revama operating profit for the first six months2605 is due primarily to the performance
of structured finance ratings and corporate fingeogporate finance and financial services) ratingsch represented approximately 35.9%
and 12.1% of the growth in revenue, respectivel\sttuctured finance, the continuing favorablernggérate environment led to strong growth
in the issuance of U.S. residential mortgage-backeedrities (RMBS), commercial mortgage-backed siges (CMBS) and collateralized
debt obligations (CDOs). The growth in corporatefice ratings is attributable primarily to revenfrem recurring fees for surveillance
activities and customers on annual fee arrangements

Over the past twelve months the Financial Servsegsnent acquired Vista Research, Capital 1Q andjarity interest in CRISIL Limited.
These acquisitions are discussed in further dietdiile consolidated review and Footnote 4 of thasotidated Financial Statements for the
period ended June 30, 2005.

Total U.S. structured finance new issue dollar malincreased 48.6%; solid growth was experiencembaall asset classes. U.S. CDO
issuance increased 94.4% according to Harrisort Badications. The U.S. CDO market was driven tapiization of the asset class,
improving credit quality, strong investor demandaeedl as an increase in new structures (custonairajiand
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arbitrage opportunities. CMBS issuance through 2085 was at record levels, driven by low interagés and refinancing opportunities. U
RMBS issuance increased 51.1% according to Har@smtt Publications with the growth driven by tbevlinterest rate environment, rising
home values as well as a proliferation of non-agenortgage products which are commanding 55%-60%taf mortgage originations.
Although U.S. RMBS issuance volumes have been gtoverall, the number of issues increased only maddly leading to issue sizes that
are substantially larger than last year. The Compaaa originally anticipated that RMBS issuance ldalecline approximately 15%-20% in
2005. Assuming no change in current market conttsuch as a large and sudden rise in interest radedecline is anticipated in issuance
versus last year’s levels. According to Securibesa, U.S. new issue dollar volume for corporaseiéss for the six months ended June 30,
2005 decreased 11.5%, with investment grade issudown 6.6% and high yield issuance down 33.2%n§tcash flows, high cash
balances, excess production capacity and the bigh bf refinancing activity which took place in@Dhave lessened the need for new debt
financing. Public finance issuance increased dwetelerated refundings by municipalities as tloek tadvantage of rising short-term rates
coupled with stable long-term rates. Refundingsugreearly 45% over prior year, while new moneydsxe is down. International growth
was also strong as the favorable trends of sezatiibin, disintermediation and privatization conénin Europe, issuance levels rose 29.3% in
the first six months of 2005 with strong growthissuance in structured finance, which experienodid growth in mortgagdsacked securitie
and CDOs. Corporate issuance in Europe was ugctieiiestrength in financial services as disinteriatoin continues and the interest rate
environment remains positive.

Conditions in the financial services marketplacetitme to show improvement. As a leading providendependent equity research, the
Financial Services segment benefited during thegdrom the increased demand resulting from theb@l Research Settlement between the
SEC and 12 large investment banks as well as nibtleraent sources. Ten of those banks were reqtiréé in compliance with the
settlement requirements by August 1, 2004, withréimaining two subject to a later date.

Revenue related to Standard & Poor’s indices irsgréas assets under management for Exchange-Traddd rose 31.2% from June 30,
2004 to $118.2 billion as of June 30, 2005. Assatier management at December 31, 2004 were $1i&7.b

The financial services industry is subject to théeptial for increasing regulation in the Unite@t®s and abroad. The businesses conduct
the Financial Services segment are in certain qaggsated under the U.S. Investment Advisers Adt9d0, the U.S. Securities Exchange
Act of 1934, the National Association of Securitigsalers and/or the laws of the states or othé&diations in which they conduct business.

Standard & Poor’s Ratings Services is a credihgaéigency that has been designated as one of itieridlly Recognized Statistical Rating
Organizations, or NRSROs, by the SEC. The SECHBiegan designating NRSROs in 1975, for use of trelit ratings, in the determination
of capital charges for registered brokers and dealeder the SEG'Net Capital Rule. During the last three years,SEC has been examin
the purpose of and the need for greater regulatidtRSROs. In January 2003, the SEC issued a repdtie role and function of credit
rating agencies in the operation of the securitiaskets. The report addressed issues that the SEECaguired to examine under the
Sarbanes-Oxley Act of 2002, as well as other isadsig from the SEC’s own review of credit ratiagencies. In June 2003, the SEC
solicited comments on a concept release that queesti (1) whether the SEC should continue to dessggNRSROs for regulatory purposes
and, if so,
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what the criteria for designation should be; anati level of oversight that the SEC should applNRSROs. In February 2005, Standard &
Poor's and other NRSROs’ representatives testifefdre the Senate Committee on Banking, Housingurbdn Affairs at a hearing to
examine the role of credit rating agencies. In M&2605, SEC Chairman Donaldson also testified leetfioe Senate Committee on Banking,
Housing and Urban Affairs. He raised an issue abliSEC’s current authority to oversee NRSROsrafaired to a voluntary framework

for oversight that the NRSROs have been discussitigthe SEC staff. The Chairman noted that thesjoe of whether to impose a
regulatory regime raises important issues that hedée examined, including the First Amendment. [Egal status of rating agencies has also
been addressed by courts in the United Statesriougadecisions and is likely to be considered adressed in legal proceedings from time
to time in the future.

In March 2005, the SEC voted to issue a rule prapmsdefine NRSROs. The SEC issued its proposiedou public comment on April 19.
Standard & Poor’s submitted its comments on Jufie l@rgely supporting a more formal designation psscand clear criteria, but without
involving the SEC in the substance of the ratinge@ss or in second-guessing rating opinions. Inl 2005, Annette Nazareth, Director of
the SEC’s Division of Market Regulation, testifiedfore the Subcommittee on Capital Markets, Instgaand Government Sponsored
Enterprises of the House Financial Services Coramitin the SEC’s proposed rule and on the overbminework. She also raised questions
on the SEC’s authority over NRSROs. Following thesiring, Rep. Kanjorski asked the SEC to providbnial assistance on the specific
authority the SEC would need to effectively ovenssing agencies. In June 2005, the SEC submitiezliline to Rep. Kanjorski of key
issues to be addressed if Congress proceeds itidgon. Also in June 2005, Standard & Poor’sifiesl before the same House
Subcommittee on H.R.2990, the “Credit Rating AgeDeyppoly Relief Act”. This bill, proposed by Rept#patrick on June 28, would set

up a mandatory licensing regime with the SEC fedirrating agencies. Standard & Poor’s objectettiédbill for legal and policy reasons.

Outside the United States, the European Parliaheshadopted resolutions requiring the European Ussion to analyze the desirability of
registering credit rating agencies in Europe amdnthbed for registration criteria. The European Céssion, through the Committee of
European Securities Regulators (CESR), solicitedrnaents on these issues from regulators and thécpiraluding rating agencies, and in
late March, CESR issued its final advice to thedpean Commission. CESR recommended that ratingcaggeshould not be regulated but
should implement and enforce internally a codeomidtict and other policies to address key issues.

In addition, European Union member states aredrptibcess of implementing the European Commissidiaiket Abuse Directive which,
depending on how the Directive is implemented, d@ifect rating agencies’ communications with isswes part of the rating process. Local,
national and multinational bodies have consideretiaopted other legislation and regulations mgttd credit rating agencies from time to
time and are likely to continue to do so in theufat

The International Organization of Securities Congioigs (I0OSCO), a global group of securities comioresrs, has also been reviewing the
role of rating agencies and their processes. IteBdper 2003, the IOSCO published a set of prinsipdating to rating agencies’ processes
and procedures. On December 23, 2004, it publighé@iode of Conduct Fundamentals for rating agenitiat builds upon the 2003
principles. Standard & Poor’s worked closely witle 1OSCO in its drafting of both the principles dahd code. In September 2004, Standard
& Poor’s also published its own code of practices
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that is broadly consistent with the IOSCO’s codd epresents a compilation of existing policies pratedures around key aspects of the
ratings process.

New legislation, regulations or judicial determinat applicable to credit rating agencies in thé&¢hStates and abroad could affect
competitive position of Standard & Poor’s ratingewever, the Company does not believe that anyaremrrently proposed legislation,
regulations or judicial determinations would havaaterially adverse effect on its financial coratitior results of operations.

The market for credit ratings as well as researslgstment advisory and broker-dealer servicegiig eompetitive. The Financial Services
segment competes domestically and internationallthe basis of a number of factors, including gualf ratings, research and investment
advice, client service, reputation, price, geogi@aghope, range of products and technological iatiom. In addition, in some of the countries
in which Standard & Poor’s competes, governmentg pnavide financial or other support to locally-bdsating agencies and may from time
to time establish official credit rating agenciesedit ratings criteria or procedures for evalugiiocal issuers.

Information and Media Services Segment

%

Six Months Increase/ Six Months

(millions of dollars) 2005 (Decrease) 2004
Revenue

Busines-to-Business $352.€ 10.€ $318.1

Broadcastin¢ 52.1 (1.1 52.7
Total revenue 404. 9.1 370.¢
Operating profi $ 18.4 (52.9) $ 38.F
% Operating margi 5 10

In the first half of 2005, revenue grew by 9.1%$88.9 million over the prior year. Operating prafécreased 52.3% compared to 2004. J.D.
Power and Associates (JDPA), which was acquiredpi 1, 2005, contributed $33.6 million in revenaed decreased the segment’s
operating profits by $8.9 million for the six morhriod ended June 30, 2005, primarily due to aitjom related costs. The Business-to-
Business and Broadcasting Groups were also bothtimety impacted by the continued soft advertisimarket. Foreign exchange rates
negatively impacted operating profit by $0.6 milliand had no significant impact on revenue.

On April 1, 2005, the Company acquired JDPA, agely held company. JDPA, founded in 1968 by J@wé¥ Ill, is a leading provider of

marketing information services for the global autdive industry and has established a strong andiggopresence in several other import
industries, including finance and insurance, healts, home building, telecommunications and endtgyustomer satisfaction ratings and
market research are recognized worldwide as berdsnfiar quality and independence. The company, Wwhicludes the Power Information
Network, LLC, has 787 employees and operates dioball2 locations

The acquisition will enhance the Company’s growtbspects for its core business information platfgnproviding a new direct link to
consumers, while also providing new collaboratippartunities with the Company’s leading franchisesuding BusinessWeekStandard &
Poor’s, Platts, McGraw-Hill Construction, Aviatideek and healthcare.
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Revenue increased at the Business-to-Business @mupared to prior year primarily due to the acigjois of J.D. Power and Associates.
Revenue in J.D. Power and Associates was drivatsthy.S. client services businesses in the aulecdenmunications and insurance sectors.
According to the Publishers Information Bureau (PBusinessWeekadvertising pages in the North America editiontfa first six months
of 2005 were down 10.1% with the same number olissAdvertising pages were also down in the EuampeAsia editions in the first six
months of 2005. According to the PIB, advertisirge@s in the technology category decreased 16.2%erfising growth for business
publications is heavily dependent on the globattetogy sector. During the first six months of 200t Group also benefited from
BusinessWeeSmallBiz, which was launched in the second quat@004.

Platts’ news and pricing products experienced gnaasta result of the increased need for markespaency due to the volatility of crude oil
prices and as U.S. energy markets continued tdfeeted by natural gas supplies. Increased custaim@and for news and pricing products
added to the subscriber base. The resulting revismeeognized over the life of the related prodiutiscriptions. Conversely, increased
competition in energy research and analytic pradtesulted in a decrease in that portion of thectliier base adversely affecting results.
The Aviation industry is beginning to show signseobnomic recovery. The biennial Paris Air Showurced in the second quarter of 2005,
with no comparable event in 2004. Attendance andsprship was up when compared to the 2003 air sHowever, the Singapore Air
Show occurred in the first quarter of 2004 withaoonparable event in 2005.

As of June 2005, total U.S. construction startsewgr 5% versus prior year. Both residential buddinp 9%) and non-building construction
(up 9%) were higher than prior year, while U.S. residential building was down 6%. Commercial cangion was weak from lower
manufacturing building, warehouse, hotel and offitarts. Display advertising pages in constructioblications increased. The McGraw-Hill
Construction Network, a Web-based integrated prodinitinued to perform well, adding new custonterthe subscriber base. The resulting
revenue is recognized over the life of the relgemtiuct subscription. In the first six months 0D80the Business-to-Business Group
continued to make investments in the McGraw-Hilh&muction Network to strengthen its effectivenasd efficiency.

At the Broadcasting group, the improved ratingstimsof the ABC network could not fully offset thess of political advertising in the first
six months of 2005. The retailing, automotive, degstime and services categories of advertisersiboited to growth while the consumer
products category remained weak. The Broadcastimgpgwas also negatively impacted by a reductiameitsvork compensation. During the
second quarter the Broadcasting Group negotiafditadn agreements with the ABC network, whichlivwesult in a decrease in network
compensation for 2005.

Liquidity and Capital Resources

The Company continues to maintain a strong findmmaition. The Company’s primary source of fundsdperations is cash generated by
operating activities. The Company’s core businebs®ge been strong cash generators. Income andquaséy cash provided from
operations during the year are significantly impddby the seasonality of businesses, particulallational publishing. This seasonality also
impacts cash flow and related borrowing pattertie TCompany’s cash flow is typically negative totnalin the first half of the year and
turns positive during the third and fourth quart&sbt financing is used as necessary for acqouisitand for seasonal fluctuations in working
capital. Cash and cash equivalents were $245.®&méit June 30, 2005, a decline of $434.7 millimmf December 31,

36




Table of Contents

2004. The Company’s subsidiaries maintain cashbakat several financial institutions located tigtoout the world. These cash balances
are subject to normal currency exchange fluctuatiéwm June 30, 2005 and 2004, the Compsumyerseas cash balances totaled $263.5 i
and $152.3 million, respectively. As a result af thmerican Jobs Creation Act of 2004, which wasctathon October 22, 2004, the Comg
is considering the repatriation of foreign earnirigghe latter part of 2005. This repatriatiorfurfids is presently estimated to be between
$175 million and $225 million at a tax advantagedi€ral tax rate presently estimated to be abouaf8dt foreign tax credits. (see Note 13).

Cash Flow

Operating Activities: Cash provided by operatioras\229.1 million for 2005, as compared to $28 Haniin 2004. The change in cash
provided from operating activities is primarily esult of an increase in income taxes payable asudtrof tax payments in 2004. Prepaid
assets increased in 2004 as a result of a taxveddleiwhich was received in 2005.

Accounts receivable (before reserves) increase@.8I@illion from the prior year-end primarily frothe seasonality of the educational
business. This increase compares to a $30.9 milicrease in 2004 from the prior year-end. Totaetories increased $106.8 million in
2005 as the Company prepares for its selling sed3vs increase compares to a $78.2 million in@eéa2004. The increase in inventories
and accounts receivable over prior year is primdrdm the increase in adoption opportunities i020

Income taxes payable increased by $106.2 millicer tve prior year-end. This increase comparesht?8.2 million decrease in 2004 as a
result of higher-than-usual tax payments madeaerfitist quarter of 2004, but accrued at DecembefB03. These payments are attributable
to the gain on the sale of the Company’s 45% eqmitgstment in Rock-McGraw, Inc. and a large inéional tax payment. Also included in
the operating cash flow for the six months endew R0, 2004 is a $20.0 million non-cash reductibihe Company’s accrued income tax
liability (see Note 12). The increase in 2005 ineataixes payable is primarily due to the increagherprovision of taxes payable on income
from continuing operations.

Investing Activities: Cash used by investing ac¢tdéd was $591.6 million in the first half of 20@®mpared to $109.6 million in 2004. The
change over the prior year is primarily due toghgments related to acquisitions in 2005.

Purchases of property and equipment totaled $48l®min 2005 compared with $39.0 million in 2002005 spending primarily relates to
investments in the Company'’s distribution centers facilities and technology related equipment.26pending related primarily to the
facilities consolidation at London’s Canary Whavhich occurred in the first quarter of 2004. Fof20capital expenditures are expected to
be approximately $130 million.

Additions to technology projects totaled $6.0 roifliin the first half of 2005 compared with $6.6lmit in 2004. For 2005, additions to
deferred technology projects are expected to beoappately $30 million.

Net prepublication costs increased by $27.4 mildibdune 30, 2005, as spending outpaced amortiz&iepublication investment total
$109.9 million as of June 30, 2005, $5.0 millionrmthan the same period in 2004 reflecting theiS@@mt adoption opportunities in 2005
and beyond. Prepublication spending for 2005 isetqul to increase to approximately $270 milliothessCompany begins to ramp up
spending to reflect the significant adoption oppoities in key states in 2005 and beyond.
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Financing Activities: Cash used by financing a¢idg was $55.5 million as of June 30, 2005 comptyek227.0 million in 2004. The
difference is primarily attributable to the increas net commercial paper borrowings, as a resukaent acquisitions, the increased adoption
opportunities and the increase in the repurchaseasury shares. On a settlement basis, cashtiiasdito repurchase approximately

8.7 million of treasury shares for $383.9 million2005. Shares repurchased under the repurchagepravere used for general corporate
purposes, including the issuance of shares fokstompensation plans and to offset the dilutiveetfbf the exercise of employee stock
options.

Commercial paper borrowings at June 30, 2005 tth884.8 million. There were no commercial paperdwings as of June 30, 2004. The
Company has a five-year revolving credit faciligreement of $1.2 billion that expires on July 2002 The Company pays a facility fee of
seven basis points on the credit facility whettrema amounts have been borrowed, and borrowingsbreanade at a spread of 13 basis
points above the prevailing LIBOR rates. This sgrie&reases to 18 basis points for borrowings edioge50% of the total capacity available
under the facility. On July 5, 2005, the Companyeaded its credit facility to implement a materiatitreshold for determining whether the
effects of acquisitions and dispositions are inetlich the financial calculation for covenant repyt The amended facility contains certain
covenants, and the only financial covenant requhrasthe Company not exceed indebtedness to tashdtio, as defined, of 4 to 1 at any
time. This restriction has never been exceededrellvere no borrowings under this agreement asred 30, 2005 and 2004.

The Company also has the capacity to issue Exten@idmmercial Notes (ECNSs) of up to $240 milliofCNs replicate commercial paper,
except that the Company has an option to extenddtebeyond its initial redemption date to a maximfinal maturity of 390 days.
However, if exercised, such an extension is aghérireset rate, which is at a predetermined spreadLIBOR and is related to the
Company’s commercial paper rating at the time o¢esion. As a result of the extension option, nckba facilities for these borrowings are
required. As is the case with commercial paper, E8&ve no financial covenants. There were no EGNstanding at June 30, 2005 and
2004.

Under the shelf registration that became effeatiith the Securities and Exchange Commission in 18f@Gdditional $250 million of debt
securities can be issued.

On April 27, 2005, the Company’s Board of Directapproved a two-for-one stock split of the Compargémmon stock that was effected in
the form of a 100 percent stock dividend to shaddrs of record on May 6, 2005. The Company's dialders received one additional share
for each share in their possession on that dais.dith not change the proportionate interest aedt@der maintains in the Company. The
additional shares were distributed on May 17, 2005.

On January 26, 2005, the Board of Directors appt@reincrease of 10% in the quarterly common sttieklend from $0.15 to $0.165 per
share on a post-split basis.

On January 29, 2003, the Board of Directors appt@/eew stock repurchase program authorizing thehage of up to 30 million additional
shares (post-split), which was approximately 7.8%he total shares of the Company’s outstandingrmomstock. The repurchased shares
may be used for general corporate purposes, imgutiie issuance of shares in connection with tleeotse of employee stock options.
Purchases under this program may be made fromttirtime on the open market and in private traneastdepending on
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market conditions. On a trade date basis, the Coynpgpurchased 9.2 million shares for $405.5 millio 2005 at an average price of
approximately $44.07 per share on a post-splitsb@gproximately 21.4 million shares on a postidpdisis have been repurchased for
$882.8 million at an average price of $41.16 urbirprogram through June 30, 2005.

Quantitative and Qualitative Disclosure about Marke Risk

The Company is exposed to market risk from chanmgéseign exchange rates. The Company has opesaiiovarious foreign countries. T
functional currency is the local currency for altations, except in the McGraw-Hill Education segimwhere operations that are extensions
of the parent have the U.S. dollar as the functionerency. For hypeiflationary economies, the functional currencyhis U.S. dollar. In th
normal course of business, these operations akesegpo fluctuations in currency values. The Corgpioes not generally enter into
derivative financial instruments in the normal ®iof business, nor are such instruments usegéautative purposes. The Company has no
such instruments outstanding at this time.

The Company has naturally hedged positions in mamshtries with a local currency perspective witfsefting assets and liabilities. The gr
amount of the Company’s foreign exchange balaneets#xposure from operations is $163.5 millionfatuoe 30, 2005. Management has
estimated using an undiversified value at risk @sialwith 95% certainty that the foreign exchangag and losses should not exceed
$18.4 million over the next year based on the hisabvolatilities of the portfolio.

The Company’s net interest expense is sensitichanges in the general level of U.S. interest r&8ased on average debt and investments
outstanding over the past six months, the follow#the projected annual impact on interest expenseurrent operations:

Percent change in interest ra Projected annual impact on operatit
(+/-) (millions)
1% $2.8 million

Recently Issued Accounting Standards

See Note 13 to the Company’s Consolidated Finastatements for disclosure of the impact that régéssued accounting standards will
have on the Company’s financial statements.

“Safe Harbor” Statement Under the Private Securities Litigation Reform Act of 1995

This section, as well as other portions of thisuoent, includes certain forward-looking statemeisut the Company’s businesses, new
products, sales, expenses, cash flows and opewatthgapital requirements. Such forward-lookingesteents include, but are not limited to:
the strength and sustainability of the U.S. andal@conomy; Educational Publishisgével of success in 2005 adoptions and enrollraed
demographic trends; the level of educational fugdihe level of education technology investmerits;dtrength of Higher Education,
Professional and International publishing markets the impact of technology on them; the levelntéiest rates and the strength of profit
levels and the capital markets in the U.S. andarthe level of success of new product developrardtglobal expansion and strength of
domestic and international markets; the demandeanttet for debt ratings, including mortgage aneabsacked securities; the regulatory
environment affecting Standard & Poor’s; the levfeinerger and acquisition activity in the U.S. afoad; the strength of the domestic and
international advertising markets; the volatilifytbe energy marketplace;
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the contract value of public works, manufacturing aingle-family unit construction; the level oflitioal advertising; and the level of future
cash flow, debt levels, product-related manufantugxpenses, pension expense, distribution expepsstsl rates, amortization and
depreciation expense, income tax rates, capitain@ogy and other expenditures and prepublicata®t investment.

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 iargdectors, including, but not limited to, worldiei economic, financial, political and
regulatory conditions; currency and foreign exclenglatility; the health of capital and equity met including future interest rate changes;
the implementation of an expanded regulatory schefifieeting Standard & Poor’s ratings and servities;level of funding in the education
market (both domestically and internationally); ffeee of recovery of the economy and in advertjsiogtinued investment by the
construction, computer and aviation industries;shecessful marketing of new products, and theceffecompetitive products and pricing.
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Item 3.Quantitative and Qualitative Disclosures About MarRisk

The Company has no material changes to the digelosade on this matter in the Company’s report@mFL0-K for the year ended
December 31, 2004. Please see the financial condigction in Item 2 of this Form 10-Q for addismarket risk disclosures.

Item 4.Controls and Procedures

The Company maintains disclosure controls and phaes that are designed to ensure that informagiguired to be disclosed in the
Company’s reports filed with the Securities andamge Commission (SEC) is recorded, processed, avaed and reported within the
time periods specified in the SEC’s rules and foramsl that such information is accumulated and comacated to the Company’s
management, including its Chief Executive OfficBEQ) and Chief Financial Officer (CFO), as appraf@; to allow timely decisions
regarding required disclosure.

As of June 30, 2005, an evaluation was performeluthe supervision and with the participationhaf Company’s management,
including the CEO and CFO, of the effectivenesthefdesign and operation of the Company’s discksontrols and procedures (as
defined in Rules 13a-15(e) under the U.S. SecariEichange Act of 1934). Based on that evaluatf@Company’s management,
including the CEO and CFO, concluded that the Camisadisclosure controls and procedures were éffects of June 30, 2005.

Other Matters
There have been no changes in the Compainyérnal controls over financial reporting durihg most recent quarter that have mater
affected, or are reasonably likely to materiallfeaf, the Company’s internal control over finaneegporting.
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Part Il
Other Information

Item 1. Legal Proceedings

In the normal course of business both in the Uritades and abroad, the Company and its subsiliamedefendants in numerous legal
proceedings and are also involved, from time teetim governmental and self-regulatory agency pdireys, which may result in
adverse judgments, damages, fines or penaltiegldition, various governmental and self-regulatygncies regularly make inquiries
and conduct investigations concerning compliandé applicable laws and regulations. Based on in&tion currently known by the
Company’s management, the Company does not bahateny pending legal, governmental or self-repmaproceedings or
investigations will result in a material adversteef on its financial condition or results of op@ras.

Item 2. Unregistered Sales of Equity Securities and Us&raceeds

The following table provides information on purchkasnade by the Company of its outstanding commmk sturing the second quarter
of 2005 pursuant to the stock repurchase prograhodmed on January 29, 2003 by the Board of Dinec¢column c). The stock
repurchase program authorizes the purchase of 8@ moillion additional shares (post-split), whiclsvapproximately 7.8% of the total
shares of the Company’s outstanding common stook danuary 29, 2003. The repurchase program hagpication date. The
repurchased shares may be used for general coegmrgioses, including the issuance of shares ineation with the exercise of
employee stock options. Purchases under this progray be made from time to time on the open makédtin private transactions,
depending on market conditions. In addition to pases under the 2003 stock repurchase programuthber of shares in column

(a) include; 1) shares of common stock that ardesd to the Registrant to satisfy the employeesitithholding obligations in
connection with the vesting of awards of restrighediormance shares (such shares are repurchasbkd Bggistrant based on their fair
market value on the vesting date), and 2) sharésedRegistrant deemed surrendered to the Redistraay the exercise price and to
satisfy the employees’ tax withholding obligatiansonnection with the exercise of employee stoufkoms. There were no other share
repurchases outside the above stock repurchaseaprog

(c)Total Number o (d) Maximum Numbe
Shares Purchased of Shares that me

(a)Total Number o Part of Publicly yet be Purchase
Shares Purchast  (b)Average Pricc  Announced Progranr  Under the Progranm
Period (in millions) Paid per Shar (in millions) (in millions)
(Apr. 1— Apr. 30, 2005 0.1 $43.37 — 10.€
(May 1— May 31, 2005 — — — 10.€
(June 1— June 30, 200% 2.1 $44.0] 2.C _8.€
Total — Qtr 2.2 $43.91 2.C 8.6
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Item 4.Submission of Matters to a Vote of Security Holders

(&) The 2005 Annual Meeting of Shareholders of the Regmt was held on April 27, 20C

(b) The following nominees, having received the FOResaet forth opposite their respective names, itotisy a plurality of the vote
cast at the Annual Meeting for the election of Bicgs, were duly elected Directors of the Regigtr

DIRECTOR FOR WITHHOLD AUTHORITY
Sir Winfried F.W. Bischofi 103,155,07 56,674,36(
Douglas N. Daf 104,798,229 55,031,147
Linda Koch Lorimet 100,294,222 59,535,21(
Harold McGraw llI 109,356,05 50,473,387

The terms of office of the following directors comted after the meetin

Pedro Aspe, Robert P. McGraw, Hilda Ochodld@nbourg, James H. Ross, Edward B. Rust, Jr., KuBchmoke and Sidney
Taurel.

(c) Shareholders approved the Key ExecutivatSherm Incentive Compensation Plan. The vote w25350,895 shares FOR and
12,607,176 shares AGAINST, with 1,383,860 sharssadting and 16,487,508 broker I-votes.

(d) Shareholders approved the increase in @adtbCommon Stock to 600,000,000 shares from 30)0D0 shares. The vote was
144,007,873 shares FOR and 14,667,204 shares AGAIWi#h 1,154,362 shares abstainil

(e) Shareholders ratified the appointment ofsE& Young LLP as independent auditors for theiRegnt and its subsidiaries for 2005.
The vote was 152,085,973 shares FOR and 6,687h&82sAGAINST, and 1,055,734 shares abstait

( The shareholder proposal requesting a stodder vote on “poison pillsteceived the following number of votes: 102,239,5B@are:
FOR and 39,379,376 shares AGAINST, with 1,723,026es abstaining and 16,487,507 brokel-votes.

Item 6. Exhibits
(3) Restated Certificate of Incorporation of the Regist

(10) First Amendment, dated as of July 5, 2005, toRive-Year Credit Agreement, dated as of July ZL4 among the Registrant,
the several banks and other financial institutifvom time to time parties thereto, and JP MorgaasghBank, N.A., as
administrative agen

(12) Computation of Ratio of Earnings to Fixed Char

(15) Letter on Unaudited Interim Financiz
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(31.1) Quarterly Certification of the Chief Executive @#r pursuant to Section 302 of the Sarb-Oxley Act of 2002

(31.2) Quarterly Certification of the Chief Financial Qfir pursuant to Section 302 of the Sarb-Oxley Act of 2002

(32) Quarterly Certification of the Chief Executive @fir and the Chief Financial Officer pursuant totBec906 of the Sarbanes-
Oxley Act of 2002

44




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

THE MCGRAW-HILL COMPANIES, INC.

Date: July 29, 2005 By /s/ Robert J. Bahash
Robert J. Bahas
Executive Vice Presidel
and Chief Financial Office

Date: July 29, 200 By /s/ Kenneth M. Vittol
Kenneth M. Vittor
Executive Vice Presidel
and General Couns

Date: July 29, 200 By /s/ Talia M. Grief
Talia M. Griep
Corporate Controlle
and Senior Vice Presidel
Global Business Servict
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Exhibit 3

RESTATED CERTIFICATE

OF

INCORPORATION

OF

McGRAW-HILL, INC.

Under Section 807 of the Business Corporation Law

Pursuant to the provisions of Section 80the Business Corporation Law, the undersigrerelby certify:

1. The name of the Corporation is McGHdil- Inc. The hame under which the Corporation i@sned is McGraw-Hill Publishing
Company, Inc., which name was changed to McGraw-Hit. on January 2, 1964.

2. The Certificate of Incorporation oét@orporation was filed by the Department of Stat¢he 29th of December, 1925.

3. The text of the Certificate of Incoration of the Corporation, as heretofore amendetereby restated without further amendme
change to read as herein set forth in full:

ARTICLE |.
The corporate name shall be: McCGRAW-HILL, INC.

ARTICLE II.
The purposes for which the Corporation is¢ddrmed are:

To manufacture, print, publish, bind, condweat;ulate, sell, distribute, deliver and otherwdgal in and with magazines,
periodicals, journals, and other publications aodks of any and every description whatsoever, amlly to carry on the business
of magazines, periodicals, journal, and book petprs and publishers and that of general publistredsprinters, to undertake and
carry on all




kinds of business relative to the disseminatiomfifrmation of every nature and kind; to carry be stationery business and any
other merchandising business, book printing, boakufacturing, book binding and book selling, designengraving, lithographin
etching, wood typing, stereotyping, electroplatamgl photographing, and the making and printindlagtrations and letter press of
every nature and kind, by and with every procesatsdever now existing or at any time hereaftergtaliscovered, incidental to and
necessary for a general publishing business ansufdr purpose to purchase or lease or otherwiséractuild, construct, maintain
and operate and in any way to utilize building ctinoes, manufactories, machinery, storehouses aneheouses, and any and all o
personal property, rights and privileges necessappnvenient in connection with any of the purposerein mentioned, and to
mortgage, improve and otherwise deal in and wighsdiime without limit as to the amount, and to camryhe above business or any
other business directly or indirectly connectedeksgth, and in carrying on its business for thepmse of attaining or furthering any
of its obligations, express or implied, to do ang all acts and things, to carry on any businedstamxercise any and all powers
which a natural person could do and exercise, gea/such business is not of the nature which caratréed on only by Corporatio
organized under the Banking, the Insurance, the&thnal and the Transportation Corporation Laws.

To enter into, make, perform and carry outtiamis of every kind which a corporation organineder the Stock Corporation Law
may enter into with any person, firm, associatioearporation.

To issue bonds, debentures, or obligatiortk@tompany from time to time, for any of the olgear purposes of the company ¢
to secure the same by mortgage, pledge, deedstfarwtherwise as may be allowed by the laws of Nerk.

To acquire, hold, use, sell, assign, leasmtdicenses in respect of, mortgage, or otherdisgose of Letters Patent of the United
States, or any foreign country, patents, patehtsidicenses and privileges, inventions, improvets@and processes, trademarks and
trade names relating to or useful in connectio ity business of the Corporation, but always stlijestatute.

To purchase, acquire, hold and dispose oftiaees of its capital stock in the manner andécettient permitted by laws of New
York.
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To conduct and transact business in any oftites, territories, colonies or dependenciebefinited States, and in any and all
foreign countries; to have one or more officeseireand therein to hold, purchase, mortgage, andegoreal and personal property,
without limit as to amount, but always subjectdodl laws.

To purchase, acquire, hold, sell, assignsteanmortgage, pledge and otherwise dispose dafhihees of capital stock, bonds,
debentures or other evidences of indebtednessyaf@poration, domestic or foreign, and while tlodder thereof, to exercise all the
rights and privileges of ownership, including tight to vote thereon, and to issue in exchangeefbeits own stock, bonds and ott
obligations.

The foregoing clauses shall be construed astbbjects and powers, and it is hereby expresslided that the foregoing
enumeration of specific powers shall not be hellihtd or restrict in any manner the powers of @erporation.

In general, to carry on any other lawful besisi of the same general nature in connection hlidregoing whether
manufacturing or otherwise, and to have and tociseiall the powers conferred by the laws of Newkvigpon corporations formed
under the act hereinafter referred to.

ARTICLE Il

The aggregate number of shares which the Catipa shall have authority to issue shall be 82,896 shares, 891,256 shares of
which shall have a par value of $10 per share &@08,000 shares of which shall have a par vald gfer share. All of these she
are to be classified and the designations, numb&nares in each class and the par value of theesishall be as follows: $1.20
Convertible Preference Stock, 891,256 shares gbahe@alue of $10 per share; Series Preferred S&0R0,000 shares of the par
value of $1 per share; and Common Stock, 80,00058@€es of the par value of $1 per share.

A statement of the designations, prefereruég)eges and voting powers of the shares of edass and the restrictions and
qualifications thereof is as set forth below. Afarences to Convertible Preferred Stock applyéo®l.20 Convertible Preference
Stock.
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A.
CONVERTIBLE PREFERRED STOCK

Dividends The holders of Convertible Preferred Stock shalentitled to receive, when and as declared bstdsed of
Directors, out of funds legally available for th@yment of dividends, cumulative cash dividends fthmlast day of the month of
March, June, September or December next preceldindate on which such stock is issued, at theofebé&.20 per share per annum
in the case of the $1.20 Convertible Preferencek$tnd no more, payable quarterly on the first afetyhe months of January, April,
July and October in the case of the $1.20 ConverRpeference Stock, but in no event shall suctdeids accrue for any period
prior to January 1, 1966 in the case of the $1.@0vertible Preference Stock. In no event, so Iangrey Convertible Preferred Stock
shall remain outstanding, shall any dividend whexeo, other than a dividend payable in sharesribjustock, be declared or paid
upon, nor shall any distribution be made upon,janior stock, nor shall any shares of junior stbekpurchased or redeemed by the
Corporation otherwise than in connection with aineling of junior stock through the issue of otherigr stock, nor shall any mone
be paid to or made available for a sinking fundtfar purchase or redemption of any junior stockesmin each instance dividends
all outstanding shares of the Convertible PrefeBtxtk for all past dividend periods shall haverbpaid and the dividend on all
outstanding shares of the Convertible PreferredkSiar the then current quarterly dividend peribadlshave been paid or declared
and sufficient funds are available for the paynthateof. Subject to the foregoing, dividends mayéiel upon junior stock as and
when declared by the Board of Directors out of fimds of the Corporation legally available therefor

Redemption The Corporation, at the option of the Board afebtors, at any time after January 1, 1972 in #se of the $1.20
Convertible Preference Stock, may redeem, in wiayl&om time to time in part, the Convertible Rme€d Stock, upon notice given
as hereinafter provided, by paying for each shaash the sum of Forty Dollars ($40) in the cdsh@®$1.20 Convertible Preferer
Stock, plus in each case an amount equal to did&lancrued thereon to the date fixed for redemplionase of the redemption of
less than all of the outstanding shares of CorhlerfPreferred Stock, the shares to be redeemeldbghstlected by lot or pro rata in
such manner as the
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Board of Directors shall determine from among thestanding shares of Convertible Preferred Stodit.I&ss than thirty (30) days’
prior written notice shall be given by mail, postagrepaid, to the holders of record of the ConbkrtPreferred Stock to be redeen
such notice to contain a statement of or referémtlee conversion right set forth in the paragraptitled ‘Conversion’ and to be
addressed to each such shareholder at his post effidress as shown by the records of the Corporati

If such notice of redemption shall have beely diven, and if on or before the redemption datecified in such notice the funds
necessary for such redemption shall have beersiglt 80 as to be and continue to be availableftreteen, notwithstanding that
any certificate for shares so called for redempsioall not have been surrendered for cancellatiom and after such redemption
date, the shares so called for redemption shdtbmger be deemed outstanding, the dividends theskalh cease to accrue, and all
rights with respect to shares so called for red@npincluding the rights, if any, to receive neticand to vote, shall forthwith on si
redemption date cease and terminate, except oalsight of the holders thereof to receive the ani@aryable upon redemption
thereof, without interest; provided, however, tiiatch notice of redemption shall have been dikgig, and if on or before the
redemption date specified in such notice, therd bhaie been deposited with a bank or trust comparlye Borough of Manhattan,
City and State of New York, having capital, surpdunsl undivided profits of at least Five Million Danis ($5,000,000) in trust for the
account of the holders of the shares so calledsid@mption which shall not have been surrendereddioversion pursuant to the
paragraph entitled ‘Conversion’, the funds necgskarsuch redemption, then upon the making of sigybosit in trust, the shares
with respect to which such deposit shall have beade shall no longer be deemed to be outstandinbal&rights with respect to
such shares, including the rights, if any, to reeeiotices and to vote, shall forthwith cease andhinate, except only the right of the
holders thereof to receive, out of the funds swmdied in trust, from and after the date of sughodé, the amount payable upon the
redemption thereof, without interest, or to contleir shares, up to the close of business orhih full business day prior to the
date fixed for redemption, into Common Stock punéua the paragraph entitled ‘Conversion’. Any farsb deposited which shall
not be required for such redemption because oéxkeecise of any right of conversion or exchangetberwise
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subsequent to the date of such deposit shall benet to the Corporation forthwith. Any interestiaed on any funds so deposited
shall belong to the Corporation and be paid teoitrf time to time. Any other funds so set asideepasited by the Corporation and
unclaimed at the end of six years from the datedifor such redemption shall be repaid to the Quatjm, upon its request, after
which repayment the holders of such shares sodctdteredemption shall look only to the Corporatfonthe payment of the amount
payable upon the redemption thereof. Subject tgtheisions hereof the Board of Directors shalldauthority to prescribe the
manner in which the Convertible Preferred Stockldiearedeemed from time to time. All shares of Gentible Preferred Stock so
redeemed shall be permanently retired and shalimd¢r any circumstances be reissued; and the Gaigo may from time to time
take such appropriate corporate action as may tGeseary to reduce the authorized Convertible Refe3tock accordingly.

Liguidation. Upon any liquidation, dissolution or winding uptbe Corporation, and after the holders of thaeSdpreferred
Stock shall have been paid in full the amounts hictvthey shall be entitled, or after an amountisight to pay the aggregate
amount to which the holders of the Series Prefegtedk shall be entitled shall have been deposifdda bank or trust company in
the Borough of Manhattan, City and State of NewKytaving capital, surplus and undivided profitsabfeast Five Million Dollars
($5,000,000), in trust for the account of the haddef the Series Preferred Stock, the remainingsstts of the Corporation shall be
distributed pro rata to the holders of the $1.2@v@utible Preference Stock and the Common Stogkaportion to the number of
shares of each such class at the time outstaririien notice of such liquidation, dissolutionwinding up, stating a payment date
and the place where said sums shall be payablearidining a statement of or reference to the cmiwe right set forth in the
paragraph entitled ‘Conversion’, shall be givernigil, postage prepaid, not less than thirty (3@)sdarior to the payment date stated
therein, to the holders of record of the ConvegtiBteferred Stock, such notice to be addresseactosich shareholder at his post
office address as shown by the records of the Gatipn. Neither the consolidation or merger of @@poration into or with any
other corporation or corporations, nor the saleansfer by the Corporation of all or any parttefassets, nor the reduction of the
capital stock of the Corporation,
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shall be deemed to be a liquidation, dissolutiowimding up of the Corporation within the meanirfgaay of the provisions of this
paragraph.

Conversion (1) Any share or shares of Convertible PrefeBtmtk may be converted, at the option of the hdldereof, in the
manner hereinafter provided, into full-paid and 1a@sessable shares of Common Stock of the Corporatiovided, however, that
(a) as to any share of Convertible Preferred Stdukh shall have been called for redemption, tghtrof conversion shall terminate
at the close of business on the third full busirdzssprior to the date fixed for redemption, angdb any liquidation of the
Corporation the right of conversion shall terminati¢he close of business on the third full busirdesy before the date fixed for the
initial payment of distributable amounts on the @Gentible Preferred Stock.

(2) [Deleted]

(3) The conversion rate with respect to the@Lonvertible Preference Stock shall be .825gifaxe of Common Stock for each
one share of such $1.20 Convertible PreferencekSimrendered for conversion, subject to adjustrasritereinafter provided.

(a) In case at any time shares of Common Statktanding shall be combined into a lesser nurobghares, whether by
reclassification, recapitalization, reduction opital stock or otherwise, the conversion rate shalproportionately decreased.

(b) In case the shares of Common Stock atiargyoutstanding shall, at any time after Decen#ierl965, be subdivided, by
reclassification, recapitalization or otherwisec(uding the issuance of shares of Common Stockdagi@end on the Common
Stock), into a greater number of shares withouttttaal receipt by the Corporation of any consitienafor the additional
number of shares so issued, the conversion ratiebehproportionately increased.

(4) Any conversion rate determined or adjustedherein provided shall remain in effect untitfier adjustment as required herein.
Upon each adjustment of the conversion rate aemritistrument signed by an officer of the Corpomtsetting forth such adjustm
and the computation and a summary of the facts wgoch it is based, shall forthwith be filed
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with the principal transfer agent for the ConvdetiBreferred Stock of the class or classes affeateldnade available for inspection
by the shareholders, and any adjustment so evidentade in good faith, shall be binding upon afirgholders and upon the
Corporation. Upon any conversion, fractional shatesl not be issued but any fractions shall bestdf in cash, unless the Board of
Directors shall determine to adjust them by thaessf fractional scrip certificates or in some otimanner. Upon any conversion, no
adjustment shall be made for dividends on the Cudite Preferred Stock surrendered for conversioarothe Common Stock
delivered. The Corporation shall pay all issue saifeany, incurred in respect of the issue of@manmon Stock on conversion,
provided, however, that the Corporation shall retdquired to pay any transfer or other taxes necliby reason of the issuance of
such Common Stock in names other than those inhithie Convertible Preferred Stock surrendereddaversion may stand.

(5) Any conversion of Convertible Preferred&t into shares of Common Stock shall be made étirender to the Corporation, at
the office of any transfer agent for the ConveetiBreferred Stock, of the certificate or certifgsatepresenting the share or shares of
Convertible Preferred Stock to be converted, dalyoesed or assigned (unless such endorsementigniasnt be waived by the
Corporation), together with a written request foneersion.

(6) All shares of Convertible Preferred Stadkich shall have been surrendered for conversidreasin provided shall no longer be
deemed to be outstanding and all rights with retsfeesuch shares, including the rights, if anyreiceive notices and to vote, shall
forthwith cease and terminate except only the rafhihe holders thereof to receive Common Stoakxichange therefor. Any shares of
Convertible Preferred Stock so converted shalldrenanently retired, shall no longer be deemed anithg and shall not under any
circumstances be reissued and the Corporation maytime to time take such appropriate corporata@s may be necessary to red
the authorized Convertible Preferred Stock accaigin

(7) In case of any reclassification or chaafjeutstanding shares of Common Stock of the dtmsble upon conversion of the shares
of Convertible
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Preferred Stock, or in case of any consolidatiomerger of the Corporation with or into anotherpaation, or in case of any sale or
conveyance to another corporation of the propértir@ Corporation as an entirety or substantiadlaa entirety, the holder of each share
of Convertible Preferred Stock then outstandindl $tzave the right thereafter to convert such shiatethe kind and amount of shares of
stock and other securities and property receivaiglen such reclassification, change, consolidatioerger, sale or conveyance, by a
holder of the number of shares of Common Stock (&bofractional) of the Corporation into which sughare of Convertible Preferred
Stock might have been converted immediately poauch reclassification, change, consolidation,geersale or conveyance. In the
event of any such consolidation, merger, sale ovegance (a) effective provision shall be mad¢hécharter of the continuing or
successor Corporation or otherwise, so that iroffieion of the Board of Directors of the Corporatithe provisions set forth herein for
the protection of the conversion rights of the Gantible Preferred Stock shall thereafter be applaaas nearly as reasonably may be, to
any such other shares of stock and other secuaitidgproperty deliverable upon conversion of thev@eotible Preferred Stock remaining
outstanding or other Convertible Preferred Stockireed by the holders in place thereof, and (b)srgh continuing or successor
Corporation shall expressly assume the obligatiaaetiver, upon the exercise of the conversionilede, such shares, securities or
property as the holders of shares of the Converftoeferred Stock remaining outstanding, or otbewrertible preferred stock received
the holders in place thereof, shall be entitleteteive pursuant to the provisions hereof, andakeprovision for the protection of the
conversion right as above provided. In case séesintr property other than Common Stock shall beable or deliverable upon
conversion as aforesaid, then all references sghragraph entitled ‘Conversion’ shall be deeroegbply so far as appropriate and as
nearly as may be, to such other securities or ptppe

(8) A number of shares of authorized CommartiSsufficient to provide for the conversion of fenvertible Preferred Stock
outstanding upon the basis hereinbefore providad ahall times be reserved for such conversibthd Corporation shall propose to
make any change in its capital structure which wallange the number of shares of Common Stockinhtoh each share of the
Convertible Preferred Stock shall be convertibla@=in provided, the Corporation
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shall at the same time also make proper provisicinat thereafter there shall be a sufficient nunabshares of Common Stock
authorized and reserved for conversion of the antihg Convertible Preferred Stock on the new basis

Voting Rights Each holder of Convertible Preferred Stock sbaléntitled to one vote for each share held amckpbas otherwise by
law provided or as provided with respect to anyeseof the Series Preferred Stock, the ConverBiéderred Stock, the shares of any
series of the Series Preferred Stock having gewmetalg rights and the Common Stock of the Corporashall vote together as one cle

Denial of Preemptive RightdNo holder of the Convertible Preferred Stock kbalentitled, as such, as a matter of right, tzsstibe
for or to purchase any part of any new or additigsgue of stock of any class whatsoever or of stes convertible into stock of any
class whatsoever, whether now or hereafter autbayriar whether issued for cash, or other considerabdr by way of dividend.
Notwithstanding the foregoing, or the provisionsSefction E of this Article 1lI, in the event tha&et Corporation grants to the holders of
its Common Stock generally rights to subscribeofopurchase any stock or securities, the Corporatiall also grant to the holders of
Convertible Preferred Stock rights to subscribeofopurchase, on the same terms as such stockunitges are offered to the holders of
the Common Stock, an amount of such stock or s@esigqual to the amount which they would be esditb purchase if the Convertible
Preferred Stock had been converted into Commork&tbthe then applicable conversion rate.

B.
SERIES PREFERRED STOCK

1. Board Authority The Series Preferred Stock may be issued from tintime as herein provided in one or more sefibs.
designations, relative rights, preferences andditioins of the Series Preferred Stock, and pagitubf the shares of each series thereof,
may, to the extent permitted by law, be similaotdliffer from those of any other series. The Baair@irectors of the Corporation is
hereby expressly granted authority, subject tqtiogisions of this Article lll, to fix from time téime before issuance thereof the number
of shares in
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each series of such class and all designatioraivelrights, preferences and limitations of tharsk in each such series, including, but
without limiting the generality of the foregoindpet following:

() The number of shares to constitute suckeseand the distinctive designation thereof;

(ii) The dividend rate on the shares of sumties, whether or not dividends on the shares beatumulative, and the date or dates,
if any, from which dividends thereon shall be cuativie;

(iif) Whether or not the shares of such sestesl be redeemable, and, if redeemable, theadatates upon or after which they
shall be redeemable, the amount per share payedsiean in the case of the redemption thereof, waiobunt may vary at different
redemption dates or otherwise as permitted by law;

(iv) Whether or not the shares of such sesfiegd| be subject to the operation of a retiremerstinking fund to be applied to the
purchase or redemption of such shares for retiréamah if such retirement or sinking fund be estligld, the amount thereof, and
terms and provisions relative to the operationgbgr

(v) The right, if any, of holders of sharessath series to convert the same into or exchdrggsame for Common Stock, and the
terms and conditions of such conversion or exchaag&vell as provisions for adjustment of the cosiem rate in such events as the
Board of Directors shall determine;

(vi) The amount per share payable on the shafreuch series upon the voluntary and involunlignydation, dissolution or
winding up of the Corporation;

(vii) Whether the holders of shares of suafieseshall have voting power, full or limited, iddition to the voting powers provided
by law, and in case additional voting powers aeded to fix the extent thereof; and

(viii) Generally to fix the other rights andyleges and any qualifications, limitations ostictions of such rights and privileges
of such series, provided, however, that no sudhtsig
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privileges, qualifications, limitations or restimms shall be in conflict with the Certificate afcdorporation of the Corporation or with
the resolution or resolutions adopted by the Badifdirectors providing for the issue of any semésvhich there are shares then
outstanding.

All shares of Series Preferred Stock of thaesaeries shall be identical in all respects, eixteyi shares of any one series issued at
different times may differ as to dates, if any nfravhich dividends thereon may accumulate. All skarfeSeries Preferred Stock of all
series shall be of equal rank (ranking equallyoaditidends with the $1.20 Convertible Preferentmel§ and shall be identical in all
respects except that to the extent not otherwisigdd in this Article 11l any series may differ froany other series with respect to any
or more of the designations, relative rights, prefiees and limitations described or referred tsuinparagraphs (i) to (viii) inclusive
above.

2. Dividends The holders of shares of the Series PreferreckStbeach series shall be entitled to receive,ndred as declared by t
Board of Directors, out of funds legally availabide the payment of dividends, dividends at thegdibeed by the Board of Directors for
such series, and no more, before any dividendsy tffan dividends payable in Common Stock, shatldstared and paid, or set apart for
payment, on the Common Stock with respect to theesdividend period.

All shares of Series Preferred Stock of alieseshall be of equal rank, preference and pyi@itto dividends irrespective of whethe
not the rates of dividends to which the same diek#ntitled shall be the same and when the sté@tbdds are not paid in full, the sha
of all series of the Series Preferred Stock slmte ratably in the payment thereof in accordanite the sums which would be payable
on such shares if all dividends were paid in fothvided, however, that any two or more seriehef3eries Preferred Stock may differ
from each other as to the existence and exteteofight to cumulative dividends, as aforesaid.

3. Voting RightsExcept as otherwise specifically provided in theifieate filed pursuant to law with respect to asgries of the
Series Preferred Stock, or as otherwise provideldwythe Series Preferred Stock shall not haverighy to vote for the election of
directors or for any
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other purpose and the Convertible Preferred Stadklae Common Stock shall have the exclusive tighite for the election of directc
and for all other purposes.

4. LiquidationIn the event of any liquidation, dissolution or wing up of the Corporation, whether voluntary oraluntary, each
series of the Series Preferred Stock shall haviengmce and priority over the $1.20 Convertibleféhence Stock and the Common Stock
for payment of the amount to which each outstandariges of the Series Preferred Stock shall béleshin accordance with the
provisions thereof and each holder of the Seriefefred Stock shall be entitled to be paid in $uich amounts, or have a sum sufficient
for the payment in full set aside, before any paytsishall be made to the holders of the $1.20 Quible Preference Stock or the
Common Stock. If, upon liquidation, dissolutionveinding up of the Corporation, the assets of thepGration or proceeds thereof,
distributable among the holders of the shareslafeales of the Series Preferred Stock shall bafficgent to pay in full the preferential
amounts aforesaid, then such assets, or the poteedof, shall be distributed among such hold®ebly in accordance with the
respective amounts which would be payable if albants payable thereon were paid in full. After flagment to the holders of the
Series Preferred Stock of all such amounts to wttiely are entitled, as above provided, the remgiassets and funds of the Corporation
shall be divided and paid to the holders of the@Lonvertible Preference Stock and the CommonrkSteeither the consolidation or
merger of the Corporation into or with any otherpaation or corporations, nor the sale or transfethe Corporation of all or any part
of its assets, nor the reduction of the capitatlstaf the Corporation, shall be deemed to be adafion, dissolution or winding up of the
Corporation within the meaning of any of the pramis of this paragraph.

5. Redemptiorin the event that the Series Preferred Stock ofsanigs shall be made redeemable as providedusel@ii) of
paragraph 1 of this Section B of Article Ill, th@@oration, at the option of the Board of Directaray redeem at any time or times, and
from time to time, all or any part of any one orrmseries of Series Preferred Stock outstanding mptice and terms as may be
specifically provided in the certificate filed puent to law with respect to the series, by payorgefich share the then applicable
redemption price
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fixed by the Board of Directors plus an amount égaaccrued and unpaid dividends to the date fieededemption.
C.
COMMON STOCK

DividendsSubject to all of the rights of the Convertible flereed Stock and the rights of the Series Prefeftedk, dividends may be
paid upon the Common Stock as and when declargdeboard of Directors out of any funds legally ikakzle for the payment of
dividends.

Liguidation.Upon any liquidation, dissolution or winding uptb& Corporation, whether voluntary or involuntaapd after the
holders of the Series Preferred Stock shall haea ppaid in full amounts to which they respectivaiall be entitled, or an amount
sufficient to pay the aggregate amount to whichhiblelers of the Series Preferred Stock shall biélexhshall have been deposited with a
bank or trust company having its principal officethhe Borough of Manhattan, The City of New Yorkdaaving capital, surplus and
undivided profits of at least Five Million Dolla($5,000,000), as a trust fund for the benefit efltiolders of the Series Preferred Stock,
the remaining net assets of the Corporation sleatlistributed pro rata to the holders of the $L2@vertible Preference Stock and the
Common Stock in proportion to the number of shafesach such class at the time outstanding.

Voting RightsEach holder of Common Stock of the Corporationidi@kntitled to one vote for each share held ardept as
otherwise by law provided or as provided with respe any series of the Series Preferred StockCtwevertible Preferred Stock, the
shares of any series of Series Preferred Stockadneral voting rights and the Common Stock efGbrporation shall vote together as
one class.

D.
CERTAIN DEFINITIONS
For the purposes of this Article 1l the follng terms shall be deemed to have the meaningsfisuebelow:
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The terms ‘dividends accrued’ and ‘an amoujta¢ to dividends accrued, ‘ whenever used herdim ngference to shares of
Convertible Preferred Stock, shall mean an amoenspare computed at the annual rate set forteiparagraph entitled ‘Dividends’
under ‘Convertible Preferred Stock’ above, or artgryy rate equal to one-fourth (1/4) of such armate, from and including the
dividend payment date to which the dividends orhssitare have been paid, to but not including ttie gawhich dividends are to be
accrued. The amount per share for less than gdaliterly dividend period shall be computed bya@uming that there are 90 days in
such full quarterly dividend period, (b) determigithe number of days from and including the negtpding dividend payment date, to
but not including the date to which the dividendbide accrued, and (c) multiplying the applicaiplarterly dividend rate by a fraction,
the numerator of which shall be the number of defythe accrual as in (b) and the denominator ottvishall be 90, but in no event shall
such accrual be more than such applicable quadeérigend rate.

The term ‘junior stock’ shall mean the Comn8inck and any other stock ranking junior to the &tible Preferred Stock in respect of
the payment of dividends or of payment in liquidatior both, in accordance with the subject mattéhe context, provided that the $1.20
Convertible Preference Stock shall not be deemée tpunior stock’ for the purposes of the paragraptitied ‘Dividends’ underConvertible
Preferred Stock’ above.

E.
WAIVER OF PREEMPTIVE RIGHTS

No holder of Convertible Preferred Stock, 8gPreferred Stock or Common Stock shall be edtitteof right to purchase or subscribe for
any part of any unissued stock of any class ongfaalditional Convertible Preferred Stock, Seriesfé?red Stock or Common Stock to be
issued by reason of any increase of the authodapdal stock of the Corporation of any class, fdvands, certificates of indebtedness,
debentures or other securities convertible intakstd the Corporation, but any such unissued stwduch additional authorized issue of new
stock or of other securities convertible into stotky be issued and disposed of pursuant to resolafithe Board of
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Directors to such persons, firms, corporationsssoaiations and upon such terms as may be deenisalale by the Board of Directors in 1
exercise of their discretion.

F.
SCRIP

In no case shall fractions of shares of aagsbe issued by the Corporation, but in lieu tifetee Corporation may issue fractional Scrip
Certificates, in either bearer or registered foamg in such denominations as shall be determingtiébidoard of Directors. Such Scrip
Certificates shall be exchangeable on or beforh date as the Board of Directors may fix, whenengered with other similar Scrip
Certificates in sufficient aggregate amounts, fertiticates for full paid and non-assessable shaféise stock for which such Scrip
Certificates are exchangeable, and the amountwafeatids theretofore paid upon such full shares,reavd Scrip Certificates of a like tenor for
the remaining fraction of a share, if any. SuchiBCertificates shall not entitle any holder thdreovoting rights, dividend rights or any otl
right of a shareholder or any rights other thanriglets herein set forth, and no dividend or inséshall be payable or shall accrue with res
to the Scrip Certificates or the interests repriaskthereby. All such Scrip Certificates which aot surrendered in exchange for shares of
stock on or before such date as the Board of Qirsahay fix, shall thereafter be void and of neeffwhatever, except that the holders
thereof shall be entitled to receive their pro stare of the proceeds resulting from the salaefll shares of stock for which such Scrip
Certificates are exchangeable, together with threirata share of dividends theretofore paid upmh $ull shares; such sale (which may be
effected either publicly or privately at the curremarket price, and as to which the Corporation fayhe purchaser) to be made by the
Corporation or by an agent of the Corporation (Whagent may be a transfer agent or registrar ohilaees for which such Scrip Certificates
are exchangeable), as agent and on behalf of {dersmf the Scrip Certificates.

ARTICLE IV.

The company may use and apply its surplusirgsror accumulated profits to the purchase or ia@téun of property and to the purchase
and acquisition of its own capital stock from titogtime, to such extent and in such manner, and gpoh terms as its Board
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of Directors shall determine, and neither the prgpeor the capital stock so purchased and acquinadl be regarded as profits for the
purpose of declaration or payment of dividendsesslotherwise determined by a majority of the Badudirectors.

ARTICLE V.
[Deleted]
ARTICLE VI.
The office of the Corporation is to be locatedhe Borough of Manhattan, City, County and &waftNew York.
ARTICLE VII.
The duration of the Corporation is to be parak
ARTICLE VIIL.

A. Number, Election and Terms of DirectdFbe business and affairs of the Corporation shethlianaged under the direction of its Board
of Directors which, subject to any rights of thdders of any series of Preferred Stock then oudtanto elect additional directors under
specified circumstances, shall consist of not{eaa twelve (12) nor more than twerfiye (25) persons. The exact number of directoithivw
the minimum and maximum limitations specified ie fireceding sentence shall be determined fromtontiene by the affirmative vote of
(i) a majority of the Board of Directors, or (iRe holders of at least 80% of the voting powerllodfethe shares of the Corporation entitled to
vote generally in the election of directors, votingether as a single class. At the 1985 Annualtig®f Shareholders, the directors shall be
divided into three classes, as nearly equal in rarmab possible, with the term of office of thetfirlass to expire at the 1986 Annual Meeting
of Shareholders, the term of office of the secdadscto expire at the 1987 Annual Meeting of Shalddrs and the term of office of the third
class to expire at the 1988 Annual Meeting of Shalders, and with the members of each class to difilce until their successors have been
duly elected and qualified. At each Annual Meetiigshareholders following such initial classifieatiand election, directors elected to
succeed those directors whose terms expire shaleloted for a term of office to expire at thedhsucceeding Annual Meeting of
Shareholders after their election and after th@icessors have been duly elected and qualified.
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B. Newly Created Directorships and Vacancig8abject to the rights of the holders of any seokPreferred Stock then outstanding,
newly created directorships resulting from any éase in the authorized number of directors andvangncies on the Board of Directors
resulting from death, resignation, retirement, déiication, removal from office or other causablbe filled by a majority vote of the
directors then in office (even though less thamargm of the Board of Directors), and directorshlosen shall hold office for a term expiri
at the next Annual Meeting of Shareholders and #figir successors have been duly elected andfigdalif the number of directors is
increased by the Board of Directors and the newégated directorship is filled by the Board, themalkbe no classification of the additional
directors so chosen until the next Annual Meetih§lwareholders at which time a majority of the Rbsinall designate the class of the dire
to be elected to fill such directorship by the sihaiders. No decrease in the number of directanstitating the Board of Directors shall
shorten the term of any incumbent director.

C. Removal Subject to the rights of the holders of any seofPreferred Stock then outstanding, any direstalirectors may be
removed from office at any time, but only for caasel only by the affirmative vote of (i) the holdef at least 80% of the voting power of
of the shares of the Corporation entitled to vaeegally in the election of directors, voting tdumtas a single class, or (ii) a majority of the
Board of Directors.

D. Special Meetings of Shareholde8pecial meetings of Shareholders of the Corpmratiay be called only by the Board of Directors
pursuant to a resolution approved by a majoritthefBoard of Directors, upon not less than 30 norenthan 50 days’ written notice.

E. Amendment, Repeal, Etblotwithstanding anything contained in this Céctife of Incorporation to the contrary, the affitiva vote of
the holders of at least 80% of the voting powealbdf the shares of the Corporation entitled ttevgenerally in the election of directors,
voting together as a single class, shall be requoeamend or repeal, or to adopt any provisioomscstent with, this Article Eighth.
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ARTICLE IX.
A.
VOTE REQUIRED FOR CERTAIN BUSINESS COMBINATIONS

1. Higher Vote for Certain Business Combinagi. In addition to any affirmative vote required layM or this Certificate of Incorporation,
and except as otherwise expressly provided in @e&iof this Article Ninth:

(a) any merger or consolidation of theg@oation or any Subsidiary (as hereinafter defjrweith (i) any Interested Shareholder (as
hereinafter defined) or (ii) any other Corporat{@rether or not itself an Interested Shareholdérictvis, or after such merger or
consolidation would be, an Affiliate (as hereinafiefined) of an Interested Shareholder; or

(b) any sale, lease, license, exchangetgage, pledge, transfer or other dispositiorofie transaction or a series of transaction
or with any Interested Shareholder or any Affiliafeany Interested Shareholder of any assets aCtrporation or any Subsidiary having
an aggregate Fair Market Value (as hereinaftenddji of $1,000,000 or more; or

(c) the issuance or transfer by the Catyon or any Subsidiary (in one transaction oeres of transactions) of any securities of
the Corporation or any Subsidiary to any IntereS§bdreholder or any Affiliate of any Interested if#halder having an aggregate Fair
Market Value of $1,000,000 or more; or

(d) the adoption of any plan or propdsalhe liquidation or dissolution of the Corpomatiproposed by or on behalf of an
Interested Shareholder or any Affiliate of any tetted Shareholder; or

(e) any reclassification of securitiggc{uding any reverse stock split), or recapital@abf the Corporation, or any merger or
consolidation of the Corporation with any of itsbSigdiaries or any other transaction (whether ornwitit or into or otherwise involving &
Interested Shareholder) which has the effect, thirec indirectly, of increasing the proportionateare of the outstanding shares of any
class of equity or convertible securities of the@wation or any Subsidiary which is directly or
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indirectly owned by any Interested Shareholdemyr Affiliate of any Interested Shareholder;

shall require the affirmative vote of the holdefsableast 80% of the voting power of the then tautding shares of capital stock of the
Corporation entitled to vote generally in the atatiof directors (the “Voting Stock”), voting todetr as a single class (it being understood
that for purposes of this Article Ninth, each shafrthe Voting Stock shall have the number of vagiemted to it pursuant to Article Third of
this Certificate of Incorporation). Such affirmativote shall be required notwithstanding the faat ho vote may be required, or that a lesser
percentage may be specified, by law or in any ages¢ with any national securities exchange or oilsar.

2. Definition of Business Combinatidn The term “Business Combination” as used in thigcke Ninth shall mean any transaction
which is referred to in any one or more of claugggshrough (e) of paragraph 1 of this Section Adfcle Ninth.

B.
WHEN HIGHER VOTE IS NOT REQUIRED

The provisions of Section A of this AldNinth shall not be applicable to any particiBaisiness Combination, and such Business
Combination shall require only such affirmativeeais is required by law and any other provisiothisf Certificate of Incorporation, if all of
the conditions specified in either of the followipgragraphs 1 or 2 are met:

1. Approval by Disinterested DirectorfeTBusiness Combination shall have been approvedmbgjority of the total number of
Disinterested Directors (as hereinafter defined).

2._Price and Procedural RequiremeAd$ of the following conditions shall have beerein

(a) The aggregate amount of the cash andairéviarket Value as of the date of the consummatiithe Business Combination of
consideration other than cash to be received maedhy holders of Common Stock in such Businessifimation shall be at least equal
the higher of the following:
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(i) (if applicable) the highest rare price (including any brokerage commissigassfer taxes and soliciting dealers’
fees) paid by the Interested Shareholder for aayeshof Common Stock acquired by it (1) within tlve-year period immediately
prior to the first public announcement of the pregdmf the Business Combination (the “Announceniate”) or (2) in the
transaction in which it became an Interested Studgleh, whichever is higher; and

(ii) the Fair Market Value per shafeCommon Stock on the Announcement Date or ordétte on which the Interested

Shareholder became an Interested Shareholder lgtehdate is referred to in this Article Ninththge “Determination Date”),
whichever is higher.

(b) The aggregate amount of the cashtamdrair Market Value as of the date of the consation of the Business Combination of
consideration other than cash to be received maedhy holders of shares of any other class otanding Voting Stock (other than
Institutional Voting Stock, as hereinafter definstipll be at least equal to the highest of thefalhg (it being intended that the
requirements of this clause (b) shall be requicelet met with respect to every class of outstan®fioting Sock (other than Institutional
Voting Stock), whether or not the Interested ShelddT has previously acquired any shares of aqudati class of Voting Stock):

(i) (if applicable) the highest rare price (including any brokerage commissigassfer taxes and soliciting dealers’
fees) paid by the Interested Shareholder for aayeshof such class of Voting Stock acquired by)itithin the two-year period

immediately prior to the Announcement Date or (yjtie transaction in which it became an IntereStegreholder, whichever is
higher;

(ii) the Fair Market Value per shafesuch class of Voting Stock on the Announcenizate or on the Determination Date,
whichever is higher; and
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(iii) (if applicable) the highestgierential amount per share to which the holdeshafes of such class of Voting Stock are
entitled in the event of any liquidation, dissodutior winding up of the Corporation, whether voargtor involuntary.

(c) The consideration to be received blglérs of a particular class of outstanding Votstgck (including Common Stock) shall be
in cash or in the same form as the Interested &bkter has previously paid for shares of such afdoting Stock. If the Interested
Shareholder has paid for shares of any class ahy&tock with varying forms of consideration, fioem of consideration for such class
of Voting Stock shall be either cash or the forradito acquire the largest number of shares of slass of Voting Stock previously
acquired by it.

(d) After such Interested Shareholdertfeome an Interested Shareholder and prior todghsummation of such Business
Combination: (i) except as approved by a majorftthe total number of Disinterested Directors, ¢hehall have been no failure to dec
and pay at the regular date therefor any full qrbridividends (whether or not cumulative) on thistanding preferred stock of the
Corporation; (ii) there shall have been (x) no i in the annual rate of dividends paid on tleenon Stock (except as necessary to
reflect any subdivision of the Common Stock), ex@papproved by a majority of the total numbebDisfinterested Directors, and (y) an
increase in such annual rate of dividends as napessreflect any reclassification (including amyerse stock split), recapitalization,
reorganization or any similar transaction which theseffect of reducing the number of outstandimgres of the Common Stock, unless
the failure so to increase such annual rate iscygpr by a majority of the total number of Disinttesl Directors; and (iii) such Interested
Shareholder shall have not become the beneficiakowf any additional shares of Voting Stock ex@ppart of the transaction which
results in such Interested Shareholder becomirigtarested Shareholder.

(e) After such Interested Shareholderlfex®me an Interested Shareholder, such Inter8¢taetholder shall not have received the
benefit, directly or indirectly (except proportidaly as a shareholder), of any loans,
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advances, guarantees, pledges or other finanaistaisce or any tax credits or other tax advantpgmsded by the Corporation, whether
in anticipation of or in connection with such Busss Combination or otherwise.

() A proxy or information statement debing the proposed Business Combination and coimglyith the requirements of the
Securities Exchange Act of 1934 and the rules agdlations thereunder (or any subsequent provisiplacing such Act, rules or
regulations) shall be mailed to public shareholdéithe Corporation at least 30 days prior to thestimmation of such Business
Combination (whether or not such proxy or inforraatstatement is required to be mailed pursuantch #ct or subsequent provisions).

(g) The holders of all outstanding sharegoting Stock not beneficially owned by the Irdsted Shareholder prior to the
consummation of any Business Combination shallrihéied to receive in such Business Combinatiorhaasother consideration for the
shares of such Voting Stock in compliance with geaphs 2(a), (b) and (c) of this Section B (prodideowever, that the failure of any
such holders who are exercising their statutorgtsigo dissent from such Business Combination andive payment of the fair value of
their shares to exchange their shares in such Bssi@ombination shall not be deemed to have prege¢he condition set forth in this
paragraph 2(g) from being satisfied).

C.
CERTAIN DEFINITIONS
For the purposes of this Article Nintle ftollowing terms shall be deemed to have the nmgsnspecified below:
1. The term “person” shall mean any imdlnal, firm, Corporation or other entity.
2. The term “Interested Shareholder” Isimlan any person (other than the Corporation grSarbsidiary) who or which:
(a) is the beneficial owner, directlyidirectly, of more than 10% of the voting powertloé then outstanding Voting Stock; or
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(b) is an Affiliate of the Corporationdaat any time within the two-year period immedigtetior to the date in question was the
beneficial owner, directly or indirectly, of 10% imore of the voting power of the then outstandirging Stock; or

(c) is an assignee of or has otherwiseeseded to any shares of Voting Stock which weemgttime within the two-year period
immediately prior to the date in question benefigiawned by any Interested Shareholder, if sudigmsnent or succession shall have
occurred in the course of a transaction or seffiéiansactions not involving a public offering witithe meaning of the Securities Act of
1933.

3. A person shall be deemed a “benefmiater” of any Voting Stock:
(a) which such person or any of its Adies or Associates (as hereinafter defined) beiadlfi owns, directly or indirectly; or

(b) which such person or any of its A#fies or Associates has (i) the right to acquiredtiver such right is exercisable immediately
or only after the passage of time), pursuant toagrgement, arrangement or understanding or ugoexrcise of conversion rights,
exchange rights, warrants or options, or othervaséij) the right to vote pursuant to any agreetnarrangement or understanding; or

(c) which is beneficially owned, directly indirectly, by any other person with which syarson or any of its Affiliates or
Associates has any agreement, arrangement or tawoidirsg for the purpose of acquiring, holding, mgtor disposing of any shares of
Voting Stock.

4. For the purpose of determining whethperson is an Interested Shareholder pursugaragraph 2 of this Section C of this
Article Ninth, the number of shares of Voting Statdemed to be outstanding shall include shares el@emned through application of
paragraph 3 of this Section C of this Article Nitlt shall not include any other shares of Votitgck which may be issuable pursuant to
agreement, arrangement or understanding, or upantisg of conversion rights, warrants or optiomgtberwise.
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5. The terms “Affiliate” or “Associate’hall have the respective meanings ascribed to wuofs in Rule 12t2 of the General Rules a
Regulations under the Securities Exchange Act 8418s in effect on November 28, 1984.

6. The term “Subsidiary” shall mean arorfibration of which a majority of any class of agecurity is owned, directly or indirectly,
by the Corporation; provided, however, that for poeposes of the definition of Interested Sharediosabt forth in paragraph 2 of this
Section C of this Article Ninth, the term “Subsidiashall mean only a Corporation of which a majpnf each class of equity security is
owned, directly or indirectly, by the Corporation.

7. The term “Fair Market Value” shall nmega) in the case of stock, the highest closing gece during the 30-day period immediately
preceding the date in question of a share of stoatk ®n the Composite Tape for New York Stock ExajealListed Stocks, or, if such stock is
not quoted on the Composite Tape, on the New YtokkSExchange, or, if such stock is not listed nohsExchange, on the principal United
States securities exchange registered under thegittex Exchange Act of 1934 on which such stodisied, or, if such stock is not listed on
any such exchange, the highest closing bid quatatith respect to a share of such stock duringhelay period preceding the date in
guestion on the National Association of Securibeslers, Inc. Automated Quotations System or astesy then in use, or if no such
guotations are available, the fair market valu¢hendate in question of a share of such stock esrdaed by a majority of the total number
of Disinterested Directors in good faith, in eaase with respect to any class of such stock, apiptefy adjusted for any dividend or distri-
bution in shares of such stock or any stock splieclassification of outstanding shares of sucklsinto a greater number of shares of such
stock or any combination or reclassification ofstahding shares of such stock into a smaller numbghnares of such stock; and (b) in the
case of property other than cash or stock, therfaitket value of such property on the date in golests determined by a majority of the total
number of Disinterested Directors in good faith.

8. The term “Institutional Voting Stockhall mean any class of Voting Stock which waseadsio and continues to be held solely by
or more
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insurance companies, pension funds, commerciald)aalkings banks or similar financial institutiamgnstitutional investors.

9. In the event of any Business Combamaiin which the Corporation survives, the phragensideration other than cash to be received”
as used in clauses (a) and (b) of paragraph 2aifdBeB of this Article Ninth shall include the siea of Common Stock and/or the shares of
any other class of outstanding Voting Stock retaibg the holders of such shares.

10. The term “Disinterested Director” Bimaean any member of the Board of Directors of @meporation who is unaffiliated with the
Interested Shareholder and who was a member @dahed of Directors prior to the Determination Datad any successor of a Disinterested
Director who is unaffiliated with the Interesteda®holder and is recommended to succeed a Dissiéer®irector by a majority of the total
number of Disinterested Directors then on the Badiirectors.

11. References to “highest per shareepgball in each case with respect to any clasdawk reflect an appropriate adjustment for any
dividend or distribution in shares of such stoclany stock split or reclassification of outstandé@gres of such stock into a greater numb
shares of such stock or any combination or redlagbn of outstanding shares of such stock insoraller number of shares of such stock.

D.
POWERS OF THE BOARD OF DIRECTORS

A majority of the Board of Directors diet Corporation shall have the power and duty terdgne for the purposes of this Article Nir
on the basis of information known to them aftersoe®ble inquiry, whether a person is an IntereSteateholder. Once the Board of Directors
has made a determination, pursuant to the preceginiggnce, that a person is an Interested Shaerhaldhajority of the total number of
Directors of the Corporation who would qualify aisibterested Directors shall have the power ang ttuinterpret all of the terms and
provisions of this Article Ninth, and to determioe the basis of information known to them afteism®able inquiry all facts necessary to
ascertain compliance with this
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Article Ninth, including, without limitation, (A)lte number of shares of Voting Stock beneficiallyned by any person, (B) whether a person
is an Affiliate or Associate of another, (C) whatkiee assets which are the subject of any Busi@essbination have, or the consideration to
be received for the issuance or transfer of seearity the Corporation or any Subsidiary in anyiBess Combination has, an aggregate Fair
Market Value of $1,000,000 or more and (D) whetilkof the applicable conditions set forth in paggzh 2 of Section B of this Article Ninth
have been met with respect to any Business Conidinatny determination pursuant to this Sectionflhis Article Ninth made in good

faith shall be binding and conclusive on all partie

E.
NO EFFECT ON FIDUCIARY OBLIGATIONS OF INTERESTED ¥REHOLDERS

Nothing contained in this Article Ninth shb# construed to relieve any Interested Shareh#ider any fiduciary obligation imposed by
law.

F.
AMENDMENT, REPEAL, ETC.

Notwithstanding any other provisions of thisrtificate of Incorporation or the By-Laws of ther@oration (and notwithstanding the fact
that a lesser percentage may be specified by ksvClertificate of Incorporation or the By-Lawsth& Corporation), the affirmative vote of
the holders of 80% or more of the outstanding pttock, voting together as a single class, skeatklquired to amend or repeal, or adopt
provisions inconsistent with, this Article Ninth tfis Certificate of Incorporation.

ARTICLE X.

The Corporation hereby designates the SegrefaBtate of the State of New York as its agemrugwhom process in any action or
proceeding against it may be served within theeStatNew York. The address to which the Secreta§tate shall mail a copy of any process
against the Corporation which may be served uponghirsuant to law is 1221 Avenue of the AmericasywN ork, New York.
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The restatement of the Certificate of Incogpion was authorized by vote of the Board of Divestof the Corporation at a meeting of the
Board of Directors held on July 31, 1985.

IN WITNESS WHEREOF, this certificate has be@gmed this 31st day of July, 1985.

/s/ Robert N. Lande
Robert N. Lande
Executive Vice Presidel

/s/ Kurt D. Steel¢

Kurt D. Steele
Assistant Secretal
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STATE OF NEW YORK )
. SS:
COUNTY OF NEW YORK )

ROBERT N. LANDES, being duly sworn, depssind says that he is an Executive Vice PresafevitGraw-Hill, Inc., the
Corporation mentioned and described in the foreg@istrument; that he is one of the persons whoesighe foregoing Restated Certificate
of Incorporation; that he signed said Certificatehie capacity beneath his signature therein;itadtas read the foregoing Certificate and
knows the contents thereof; and that the statenoemtisined therein are true to his knowledge.

/s/ Robert N. Landes
Robert N. Landes

Sworn to before me this 9

day of August, 1985.

[I[LLEGIBLE]
Notary Public

[ILLEGIBLE STAMP]




CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF

McGRAW-HILL, INC.

Under Section 805 of the Business Corporation Law

Pursuant to the provisions of Sexib02 and 805 of the Business Corporation Lawutttersigned hereby certify:

1. The name of the Corporation isGviw-Hill, Inc. The name under which the Corponatieas formed is McGraw-Hill Publishing
Company, Inc., which name was changed to McGraw-Hit. on January 2, 1964.

2. The Certificate of Incorporatiofithe Corporation was filed by the Department @ft& on the 29th of December, 1925.

3. The Certificate of Incorporatiohthe Corporation is hereby amended by the additicthe following provision stating the
number, designations, relative rights, preferemeeslimitations of a series of Series Preferredistd the Corporation, designated as
Series A Preferred Stock, as fixed by the BoarDiodctors of the Corporation pursuant to the authmested in it by the Restated Certificate
of Incorporation of the Corporation:

SERIES A PREFERRED STOCK

1. Designation and Amounhhe shares of such series shall be designatedesie$3A Preferred Stock”




(the “Series A Preferred Stock”) and the numbeshafres constituting such series shall be 600,000.

2. Dividends and Distributions.

(i) The holders of shares of Series A Rrefi Stock, in preference to the holders of Com®&tmtk and of any other junior stock,
shall be entitled to receive, when, as and if dedédy the Board of Directors out of funds legailsailable for the purpose, quarterly
dividends payable in cash on the fifteenth day efdh, June, September and December in each yedr $aah date being referred to
herein as a “Quarterly Dividend Payment Date”), omencing on the first Quarterly Dividend Paymentdatter the first issuance of a
share or fraction of a share of Series A Prefe8tedk, in an amount per share (rounded to the seeeat) equal to the greater of (a) $25
or (b) subject to the provision for adjustment eafter set forth, 100 times the aggregate peresharount of all cash dividends, and 100
times the aggregate per share amount (payabl@ad) kf all non-cash dividends or other distribus@ther than a dividend payable in
shares of Common Stock of the Corporation or aisigidn of the outstanding shares of Common Stdwgkréclassification or otherwis
declared on the Common Stock since the immedigielgeding Quarterly Dividend Payment Date or, wétspect to the first Quarterly
Dividend Payment Date, since the first issuancangfshare or fraction of a share of Series A PrefeBtock. In the event the
Corporation shall at any time after the date hedeafare or pay any dividend on Common Stock pa&yebshares of Common Stock, or
effect a subdivision or combination or consolidataf the outstanding shares of Common Stock (bhassdication or otherwise) into a
greater or lesser number of shares of Common Steek,in each such case the amount to which hotdesisares of Serial A Preferred
Stock were entitled immediately prior to such euamder clause (b) of the preceding sentence shalbusted by multiplying such
amount by a fraction the numerator of which isnienber of shares of Common Stock outstanding imatelyi after such event and the
denominator of which is the number of shares of @@m Stock that were outstanding immediately piaogsuch event.

(ii) The Corporation shall declare a divideor distribution on the Series A Preferred Staslprovided
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in subparagraph (i) of this paragraph 2 immediadéigr it declares a dividend or distribution oe tbommon Stock (other than a divide
payable in shares of Common Stock); provided thahe event no dividend or distribution shall hése=n declared on the Common
Stock during the period between any Quarterly Bividl Payment Date and the next subsequent Quattieijend Payment Date, a
dividend of $25 per share on the Series A PrefeBtedk shall nevertheless be payable on such subse@uarterly Dividend Payment
Date.

(iif) Dividends shall begin to accrue areldumulative on outstanding shares of Series Aebed Stock from the Quarterly Divide
Payment Date next preceding the date of issuealf shares of Series A Preferred Stock, unlessateaf issue of such shares is prior to
the record date for the first Quarterly Dividend/Pa&nt Date, in which case dividends on such shetral begin to accrue from the date
of issue of such shares, or unless the date of issa Quarterly Dividend Payment Date or is a déter the record date for the
determination of holders of shares of Series Adtrefl Stock entitled to receive a quarterly divitland before such Quarterly Dividend
Payment Date, in either of which events such divitdeshall begin to accrue and be cumulative frooh €uarterly Dividend Payment
Date. Accrued but unpaid dividends shall not betarest. Dividends paid on the shares of SeriesefeRed Stock in an amount less
the total amount of such dividends at the time @@drand payable on such shares shall be allocede@dta on a share-by-share basis
among all such shares at the time outstanding Biiaed of Directors may fix a record date for théedmination of holders of shares of
Series A Preferred Stock entitled to receive payroéa dividend or distribution declared thereomjat record date shall be not more
than 60 days prior to the date fixed for the payntleereof.

3._Voting Right§.he holders of shares of Series A Preferred Stbak bave the following voting rights:

(i) Subject to the provision for adjustmésteinafter set forth, each share of Series Adred Stock shall entitle the holder thereof
to 100 votes on all matters submitted to a votthefshareholders of the Corporation. In the evemGorporation shall at any tine after
date hereof declare or pay any dividend on Comntockayable in shares of Common Stock,
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or effect a subdivision or combination or consdiiola of the outstanding shares of Common Stockrélgjassification or otherwise) intc
greater or lesser number of shares of Common Stioek,in each such case the number of votes pes havhich holders of shares of
Series A Preferred Stock were entitled immediapeigr to such event shall be adjusted by multipgfysuch number by a fraction the
numerator of which is the number of shares of Com®twck outstanding immediately after such evedttar denominator of which is
the number of shares of Common Stock that werdandig immediately prior to such event.

(ii) Except as otherwise provided hereibpiaw, the holders of shares of Series A Prefe8tck and the holders of shares of
Common Stock and any other capital stock of thgp@m@tion having general voting rights shall votgeiher as one class on all matters
submitted to a vote of shareholders of the Corpmmat

(iii) Except as set forth herein, holdefseries A Preferred Stock shall have no speciihgaights and their consent shall not be
required (except to the extent they are entitledote with holders of Common Stock and any oth@itahstock of the Corporation havi
general voting rights as set forth herein) forngkany corporate action.

4. Certain Restrictions.

(i) Whenever quarterly dividends or othatidends or distributions payable on the Seriesréfétred Stock as provided in paragraph
2 of this Section are in arrears, thereafter ani alhaccrued and unpaid dividends and distribog, whether or not declared, on share
Series A Preferred Stock outstanding shall have pe& in full, the Corporation shall not:

(a) declare or pay dividends on, make ahgradistributions on, or redeem or purchase ogmifse acquire for consideration
any shares of stock ranking junior (either as tédginds or upon liquidation, dissolution or winding) to the Series A Preferred
Stock;

(b) declare or pay dividends on or make atimer distributions on any shares of stock ranking
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on a parity (either as to dividends or upon ligtima dissolution or winding up) with the SeriesPheferred Stock, except dividends
paid ratably on the Series A Preferred Stock ahsuah parity stock on which dividends are payaslan arrears in proportion to
the total amounts to which the holders of all ssichres are then entitled;

(c) redeem or purchase or otherwise acdaireonsideration shares of any stock rankinggueither as to dividends or upon
liquidation, dissolution or winding up) with the18ss A Preferred Stock, provided that the Corporathay at any time redeem,
purchase or otherwise acquire shares of any sunibrjatock in exchange for shares of any stockefGorporation ranking junior
(either as to dividends or upon dissolution, ligdidn or winding up) to the Series A Preferred &iar

(d) purchase or otherwise acquire for agrsition any shares of Series A Preferred Stockngrshares of stock ranking on a
parity with the Series A Preferred Stock, exce@dnordance with a purchase offer made in writingyopublication (as determin:
by the Board of Directors) to all holders of sublares upon such terms as the Board of Directaes, @dnsideration of the
respective annual dividend rates and other relaigjfes and preferences of the respective seridsksses, shall determine in good
faith will result in fair and equitable treatmemang the respective series or classes.

(i) The Corporation shall not permit anybsidiary of the Corporation to purchase or othsewdcquire for consideration any shares
of stock of the Corporation unless the Corporationld, under subparagraph (i) of this paragraptudchase or otherwise acquire such
shares at such time and in such manner.

5._Reacquired Shardsy shares of Series A Preferred Stock purchasedharwise acquired by the Corporation in any manne
whatsoever shall be retired and cancelled prongdthr the acquisition thereof. All such shareslsiabn their cancellation become
authorized but unissued shares of Series Pref&taak and may be reissued as part of a new sdrigsries Preferred Stock to be created by
resolution or resolutions of the Board of Directasbject to the conditions and restrictions onasge set forth herein.
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6._Liquidation, Dissolution or Wimg Up. Upon any liquidation, dissolution or winding uptb® Corporation no distribution shall
be made (a) to the holders of shares of stock mankiinior (either as to dividends or upon liquioiatidissolution or winding up) to the
Series A Preferred Stock unless, prior theretohtilders of shares of Series A Preferred StocK shak received $100 per share, plus an
amount equal to accrued and unpaid dividends astdlitions thereon, whether or not declared, éodaite of such payment, provided tha
holders of shares of Series A Preferred Stock $feadintitled to receive an aggregate amount pee sbabject to the provision for adjustment
hereinafter set forth, equal to 100 times the aggpeeamount to be distributed per share to holofle@mmon Stock, or (b) to the holders of
stock ranking on a parity (either as to dividendsmon liquidation, dissolution or winding up) withe Series A Preferred Stock, except
distributions made ratably on the Series A PreteBtck and all other such parity stock in proportio the total amounts to which the
holders of all such shares are entitled upon sacidation, dissolution or winding up. In the evéimé Corporation shall at any time after the
date hereof declare or pay any dividend on CommnookSayable in shares of Common Stock, or effebtlvision or combination or
consolidation of the outstanding shares of CommntoekS(by reclassification or otherwise) into a dezar lesser number of shares of
Common Stock, then in each such case the aggragatent to which holders of shares of Series A PredeStock were entitled immediately
prior to such event under the proviso in clausef{dhe preceding sentence shall be adjusted btiptyihg such amount by a fraction the
numerator of which is the number of shares of Com@&twck outstanding immediately after such evedttae denominator of which is the
number of shares of Common Stock that were outstgrichmediately prior to such event.

7._Consolidation, Merger, ditcase the Corporation shall enter into any cadatibn, merger, combination or other transaction i
which the shares of Common Stock are exchangear fonanged into other stock or securities, caslioarmhy other property, then in any
such case the shares of Series A Preferred Statlkasithe same time be similarly exchanged or gedrin an amount per share (subject to
the provision for adjustment hereinafter set foeyal to 100 times the aggregate amount of stmalyrities, cash and/or any other property
(payable in kind), as the case may be, into whicleiowhich each share of Common Stock is changezkchanged. In the event the
Corporation shall at




any time after the date hereof declare or pay arigehd on Common Stock payable in shares of Com8tonk, or effect a subdivision or
combination or consolidation of the outstandingrshaf Common Stock (by reclassification or othemyiinto a greater or lesser number of
shares of Common Stock, then in each such casibant set forth in the preceding sentence witheetsto the exchange or change of
shares of Series A Preferred Stock shall be adjustanultiplying such amount by a fraction the nuater of which is the number of shares
of Common Stock outstanding immediately after sexdnt and the denominator of which is the numbeahafes of Common Stock that w
outstanding immediately prior to such event.

8._No Redemptiofhe shares of Series A Preferred Stock shall noétheemable.

9._ Amendmenthe [ ] Certificate of Incorporation of the @oration shall not be amended in any manner whichldgvmaterially
alter or change the powers preferences or speéghakrof the Series A Preferred Stock so as tacaffem adversely without the affirmative
vote of the holders of two-thirds of the outstamgdamares of Series A Preferred Stock, voting tagedls a single class.

The foregoing amendment to the][Certificate of Incorporation was authorized hg Board of Directors of the Corporation,
pursuant to the authority vested in it by the [Red] Certificate of Incorporation of the Corpooatiand Section 502 of the Business
Corporation Law, at a meeting of the Board dulydhmt the 29th day of January, 1986.

IN WITNESS WHEREOF, we have execuiad subscribed this Certificate of Amendment, @maffirm the foregoing as true, this
29thday of January 1986.

/s/ Robert N. Lande

Robert N. Landes
Executive Vice Presidel

/s/ Scott L. Benne:

Scott L. Bennett
Assistant Secretal




CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF McGRAW-HILL, INC.
UNDER SECTION 805 OF THE BUSINESS CORPORATION LAW

It is hereby certified that:

(1) The name of the Corporation is McGRAW-HJUNC. The name under which the Corporation wamsd was McGraw-Hill
Publishing Company, Inc. which name was changadd@raw-Hill, Inc. on January 2, 1964.

(2) The Certificate of Incorporation of therforation was filed by the Department of State @t@&nber 29, 1925.

(3) Article Il of the Certificate of Incorpation of the Corporation is hereby amended to eHiedncrease in the number of authorized
shares of Common Stock, par value $1 per shanm, 8®000,000 shares to 150,000,000 shares. Thigdiragraph of Article Il of the
Certificate of Incorporation of the Corporatiorhisreby amended to read as follows:

“ARTICLE IIl. The aggregate number of shardsich the Corporation shall have authority to isshall be
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152,891,256 shares, 891,256 shares of which saedl & par value of $10 per share and 152,000,0@slof which shall
have a par value of $1 per share. All of theseeshare to be classified and the designations, nuaflshares in each class
and the par value of the shares shall be as follt20 Convertible Preference Stock, 891,256 shafréhe par value of
$10 per share; Series Preferred Stock, 2,000,08@slof the par value of $1 per share; and ComnmrkS150,000,000

shares of the par value of $1 per share.”

(4) The Certificate of the Incorporation oét@orporation is hereby amended with respect telih@nation of directors’ liability under
certain circumstances. The Certificate of Incorgiorais hereby amended to add a new Article Xlgad in its entirety, as follows:

“ARTICLE ELEVENTH: No director of the Corpoiiah shall be personally liable to the Corporatiorit®
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shareholders for damages for any breach of dusydh capacity except to the extent that such editian or limitation of
liability is expressly prohibited by the Businessr@oration Law of the State of New York as curnginl effect or as the
same may hereafter be amended. No amendment, oatitifi or repeal of this Article shall adverselfeaf any right or
protection of any director that exists at the tiohsuch amendment, modification or repeal.”

(5) This amendment to the Certificate of Inpmation of the Corporation was properly authoribgdrote at a meeting of the board of

directors, followed by vote of the holders of a aniy of all outstanding shares entitled to votert#on at the Annual Meeting of Shareholders
of the Corporation duly held on April 27, 1988.

IN WITNESS WHEREOF, this Certificate has be@gmned this 27th day of April, 1988.

/s/ Robert N. Lande
Robert N. Landes
Executive Vice Presidel

/s/ Scott L. Benne:
Scott L. Bennett
Assistant Secretal
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STATE OF NEW YORK )
SS.:
COUNTY OF NEW YORK )

ROBERT N. LANDES, being duly sworn deposes sayk that he is the person who signed the forggoertificate of Amendment; that
he signed said Certificate in the capacity sehfbeneath his signature thereon; that the hassaddCertificate and knows the contents
thereof; and that the statements contained thareitrue to his own knowledge.

/s/ Robert N. Lande

Robert N. Landes
Executive Vice Presidel

Subscribed and sworn to
before me on April 27, 1988.

/s/ Maureen E. Downe

MAUREEN E. DOWNEY
Notary Public, State of New Yol
No. 31-4779812, Qualified in New York Cour
Commission Expires March 30, 19




CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATIO"M
OF McGRAW-HILL, INC.
UNDER SECTION 805 OF THE BUSINESS CORPORATION L/

It is hereby certified that:

(1) The name of the Corporation is McGRAW-HJUNC. The name under which the Corporation waméd was McGraw-Hill
Publishing Company, Inc. which name was changadd@raw-Hill, Inc. on January 2, 1964.

(2) The Certificate of Incorporation of theroration was filed by the Department of State @t@&nber 29, 1925.
(3) Article | of the Certificate of Incorporah of the Corporation is hereby amended to effecihange in the Corporation’s name from
“McGraw-Hill, Inc.” to “The McGraw-Hill Companiednc.” Article | of the Certificate of Incorporatioof the Corporation is hereby amended

to read as follows:

“ARTICLE I. The Corporate name shall be:
The McGraw-Hill Companies, Inc.”




(4) This Amendment to the Certificate of Inporation of the Corporation was properly authoribgd/ote at a meeting of the board of
directors, duly held on January 25, 1995, followegdhe vote of the holders of at least a majorftglboutstanding shares of Common Stock

and $1.20 Convertible Preference Stock, votingttugyeas a single class, entitled to vote thereotherAnnual Meeting of Shareholders of
Corporation duly held on April 26, 1995.

IN WITNESS WHEREOF, this Certificate has begmed this 26th day of April, 1995.

/s/ Robert N. Lande
Robert N. Lande
Executive Vice Presidel

/s/ Scott L. Benne

Scott L. Bennet
Assistant Secretal
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STATE OF NEW YORK )
) ss.
COUNTY OF NEW YORK )

ROBERT N. LANDES, being duly sworn deposes sayk that he is the person who signed the forggoertificate of Amendment; that
he signed said Cetrtificate in the capacity sehfbeneath his signature thereon; that he has sddCsrtificate and knows the contents
thereof; and that the statements contained thareitrue to his own knowledge.

/s/ Robert N. Lande

Robert N. Lande
Executive Vice Presidel

Subscribed and sworn to
before me on April 26, 1995

/sl Peter J. 'Conor
PETER J. CCONOR
Notary Public, State of New Yo
No. 41-4816506, Qual in Queens Coul
Certificate Filed in New York Count
Commission Expires May 31, 19!
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CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF THE McGRAW-HILL COMPANIES, INC.
UNDER SECTION 805 OF THE BUSINESS CORPORATION LAW

It is hereby certified that:

(1) The name of the Corporation is THE McGRAW-L COMPANIES, INC. The name under which the Cargtion was formed was
McGraw-Hill Publishing Company, Inc. which name vasnged to McGraw-Hill, Inc. on January 2,1964 am@ihe McGraw-Hill
Companies, Inc. on April 26,1995.

(2) The Certificate of Incorporation of theroration was filed by the Department of State @t@&nber 29, 1925.

(3) Article Il of the Certificate of Incorpation of the Corporation is hereby amended to eHiedncrease in the number of authorized
shares of Common Stock, par value $1 per shanm, 580,000,000 shares to 300,000,000 shares. Btgéiragraph of Article 1l of the
Certificate of Incorporation of the Corporatiorhisreby amended to read as follows:

“ARTICLE IIl. The aggregate number of shares whilsl Corporation shall have authority to issue shalB02,891,256 shares,
891,256 shares of which shall have a par valuel6fer share and 302,000,000 shares of which Ishedl a par value of $1 per
share. All of these shares are to be classifiedladesignations, number of shares in each ctasthe par value of the shares
shall be as follows: $1.20 Convertible Preferenel§ 891,256 shares of the par value of $10 parestSeries Preferred Stock,
2,000,000 shares of the par value of $1 per slaae Common Stock, 300,000,000 shares of the paewHl$1 per share.”
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(4) This Amendment to the Certificate of Inporation of the Corporation was properly authoribgd/ote at a meeting of the board of
directors, duly held on February 25, 1998, follovigdthe vote of at least a majority of all outstaigdshares of Common Stock and $1.20
Convertible Preference Stock, voting together sisigle class, entitled to vote thereon at the AhMeeting of Shareholders of the
Corporation duly held on April 29, 1998.

IN WITNESS WHEREOF, this Certificate has bet@ned this 29" day of April, 1998.

/s/ Kenneth M. Vittor
Kenneth M. Vittor
Senior Vice Presiden

/sl Scott L. Bennett
Scott L. Bennett
Secretary




STATE OF NEW YORK )
SS.
COUNTY OF NEW YORK )

KENNETH M. VITTOR, being duly sworn deposegiaays that he is the person who signed the fanggoertificate of Amendment; that
he signed said Certificate in the capacity sehfbeneath his signature thereon; that he has sddCsrtificate and knows the contents
thereof; and that the statements contained thareitrue to his own knowledge.

/s/ Kenneth M. Vittor
Kenneth M. Vittor,
Senior Vice Presidel

Subscribed and sworn to
Before me on April 29, 1998.

/s/ LINDA WIDMER
LINDA WIDMER
Notary Public, State of New Yol
No. 31-4985714
Qualified in New York Count
Commission Expires August 26, 19




CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF THE McGRAW-HILL COMPANIES, INC.

UNDER SECTION 805 OF THE BUSINESS CORPORATION LAW

It is hereby certified that:

(1) The name of the Corporation is THE McGRAW-L COMPANIES, INC. The name under which the Cargtion was formed was
McGraw-Hill Publishing Company, Inc. which name wadmanged to McGraw-Hill, Inc. on January 2,1964 sm@ihe McGraw-Hill
Companies, Inc. on April 26, 1995.

(2) The Certificate of Incorporation of theroration was filed by the Department of State @t@&nber 29, 1925.

(3) Article Il of the Certificate of Incorpation of the Corporation is hereby amended to eHiedncrease in the number of authorized
shares of Common Stock, par value $1 per shana, 3@0,000,000 shares to 600,000,000 shares. Btgéiragraph of Article 1l of the
Certificate of Incorporation of the Corporatiorhisreby amended to read as follows:

“ARTICLE Ill. The aggregate number of shares whiisa Corporation shall have authority to issue shal602,891,256 shares, 891,256
shares of which shall have a par value of $10 paresand 602,000,000 shares of which shall hase agtue of $1 per share. All of the
shares are to be classified and the designatiomsher of shares in each class and the par valtreahares shall be as follows: $1.20
Convertible Preference Stock, 891,256 shares gbdn@alue of $10 per share; Series Preferred S&y0R0,000 shares of the par value
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of $1 per share; and Common Stock, 600,000,00@&sludrthe par value of $1 per share.”

(4) This Amendment to the Certificate of Inporation of the Corporation was properly authoribgd/ote at a meeting of the board of
directors, duly held on January 26, 2005, follovegdhe vote of at least a majority of all outstamgdgshares of Common Stock entitled to vote
thereon at the Annual Meeting of Shareholders @fGbrporation duly held on April 27, 2005.

IN WITNESS WHEREOF, this Certificate has ba@ned this 27 day of April, 2005.

/s/ Kenneth M. Vittor
Kenneth M. Vittor
Executive Vice Presider

/s/ Scott L. Bennett
Scott L. Bennett
Secretary
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STATE OF NEW YORK )
SS.
COUNTY OF NEW YORK )

KENNETH M. VITTOR, being duly sworn deposegslazays that he is the person who signed the fanggoertificate of Amendment; that
he signed said Certificate in the capacity sehfbeneath his signature thereon; that he has sddCsrtificate and knows the contents
thereof; and that the statements contained thareitrue to his own knowledge.

/s/ Kenneth M. Vittor
Kenneth M. Vittor,
Executive Vice Presider

Subscribed and sworn to
Before me on April 27, 2005.

/s/ Linda Widmel

Linda Widmer
Notary Public, State of New Yol
No. 31-4985714
Qualified in New York Count
Commission Expires August 26, 20






Exhibit 10

FIRST AMENDMENT

FIRST AMENDMENT, dated as of July 5, 2005 ¢thiAmendment), to the FIVE-YEAR CREDIT AGREEMENT dated as afly 20,
2004 (the “ Credit Agreemeiit, among THE McGRAW-HILL COMPANIES, INC. (the “ Boower”), the several banks and other financial
institutions from time to time parties thereto (theenders”) and JPMORGAN CHASE BANK, N.A., as administratiggent (in such
capacity, the “ Administrative Agefi}.

WITNESSETH:

WHEREAS, the Borrower, the Administratikgent and the Lenders are parties to the Crediedment;

WHEREAS, the Borrower has requestedahagrtain provision of the Credit Agreement be aseenas set forth herein; and
WHEREAS, the Lenders are willing to agr@such amendment on the terms set forth herein;

NOW THEREFORE, in consideration of themises and mutual covenants contained hereinnitiersigned hereby agree as follows:

|._Defined TermsTerms defined in the Credit Agreement and usedihahall have the meanings given to them in tresdi€
Agreement.

II. Amendment to Section 1.0The definition of “Consolidated Cash Flow” is By amended by deleting the definition thereirtsn i
entirety and substituting, in lieu thereof, thdduling new definition:

“ Consolidated Cash Flotvof the Borrower and the Subsidiaries for any perfthe “Determination Period”) means the sum of

(i) Consolidated Net Income for the Determinatia@Ti®d, plus (ii) all amounts deducted in the defaation of such Consolidated Net
Income in respect of (a) depreciation and amoitiraiincluding without limitation amortization ofaets held under Capitalized Leases)
excluding amortization relating to prepublicatiarsts, (b) Consolidated Interest Expense, and ()igions for taxes based on or
measured by income; providetiowever, that (A) if during the Determination Period therBywer disposes of any asset and such
disposition constitutes a Material Disposition, shuen of (x) the net income (loss) produced by saasdet, before extraordinary items,
during the portion of the Determination Period ptmthe date on which such asset was disposqausf,(y) all amounts deducted in
determining such net income (loss) for such peinagspect of depreciation and amortization (ingigdvithout limitation amortization

of assets held under Capitalized Leases), interegtdebtedness, and provisions for taxes basext oreasured
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by income shall be excluded on a pro forma adjuateticonsolidated basis in Consolidated Cash Féowthe Determination Period (to
the extent they would otherwise have been inclutecketo), and (B) if during the Determination Pdrtbe Borrower makes an
investment in any asset and such investment cotedit Material Investment, the sum of (x) theimedme (loss) produced by such as
before extraordinary items, during the portionhaf Determination Period prior to the date on wisicbh investment in such asset was
made, plus (y) all amounts deducted in determisinch net income (loss) for such period in respédepreciation and amortization
(including, without limitation, amortization of ass held under Capitalized Leases), interest oelitadiness, and provisions for taxes
based on or measured by income shall be includedpn forma adjusted and consolidated basis irs@a@ated Cash Flow for the
Determination Period (to the extent they would hatrerwise been excluded therefrom). As used mdbiinition, “Material

Disposition” means any disposition of assets aesesf related dispositions of assets that yietibgiproceeds to the Borrower or any of
its Subsidiaries in excess of $100,000,000, praiitiat such proceeds, together with the proceedéveetby the Borrower or such
Subsidiary in any other such disposition of astesyield gross proceeds to the Borrower or sudbsisliary in excess of $100,000,000
during the Determination Period, exceeds $200,@0,8nd “Material Investment” means any acquisitbassets or series of related
acquisitions of assets by the Borrower or anyo8ibsidiaries that (a) constitutes assets comgral or substantially all of an operating
unit of a business or constitutes all or substéntédl of the common stock of a Person and (bpiwes the payment of consideration by
the Borrower or such Subsidiary in excess of $10@@00, providedhat such consideration, together with the constitam paid in any
other such acquisitions of assets that involvegp#yenent of consideration by the Borrower or sughs&liary in excess of $100,000,000
during the Determination Period, exceeds $200,@0,0

Ill. Effective Date This Amendment shall become effective on the (thie" Effective Daté’) on which the Borrower, the
Administrative Agent and the Required Lenders urniderCredit Agreement shall have duly executeddslidered to the Administrative
Agent this Amendment.

IV. Representations and Warranti&se Borrower hereby represents and warrantg#aach of the representations and warranties ir
Article 11l of the Credit Agreement shall be, afgiving effect to this Amendment, true and coriiacill material respects as if made on an
of the Effective Date (unless such representatimuswarranties are stated to relate to a spedfieee date, in which case such
representations and warranties shall be true arrdatan all material respects as of such earlaeyand (b) after giving effect to this
Amendment, no Default or Event of Default shall @ae¢curred and be continuing.

V. _No Other Amendments; ConfirmatioBxcept as expressly amended hereby, the progisibthe Credit Agreement are and shall
remain in full force and effect.

VI. Governing Law This Amendment and the rights and obligationthefparties hereto shall be governed by, and acestand
interpreted in accordance with, the laws of theeStd New York.
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VII. Counterparts This Amendment may be executed by one or motkeoparties hereto on any number of separate cquante, and
all of said counterparts taken together shall ol to constitute one and the same instrumerg. Ainiendment may be delivered by
facsimile transmission of the relevant signaturggsahereof.




IN WITNESS WHEREOF, the undersigned have cdiisis Amendment to be executed and delivered biy thuly authorized officers as
of the date first above written.

THE McGRAW-HILL COMPANIES, INC.

By: /s/ John C. Weisense
Name John C. Weisense
Title:  Senior Vice President & Treasul




JPMORGAN CHASE BANK, N.A
as Administrative Agent and as a Len

By: /s/ Peter B. Thau

Name Peter B. Thaue
Title:  Vice Presiden




BANK OF AMERICA, N.A.,
as C-Syndication Agent and as a Lent

By: /s/ Amy Pedel

Name Amy Peder
Title:  Vice Presiden




CITIBANK, N.A.,
as C-Syndication Agent and as a Lent

By: /s/ Maureen Marone

Name Maureen Marone
Title: Director




DEUTSCHE BANK SECURITIES INC.
as Cc-Syndication Agen

By: /s/ Yvonne Prei

Name Yvonne Preil
Title:  Vice Presiden

By: /s/ Andreas Neumeit

Name Andreas Neumeie
Title: Director

DEUTSCHE BANK AG NEW YORK BRANCH
as a Lende

By: /s/ Yvonne Prei

Name Yvonne Preil
Title:  Vice Presiden

By: /s/ Andreas Neumeit

Name Andreas Neumeie
Title: Director




ROYAL BANK OF SCOTLAND PLC,
as C-Syndication Agent and as a Lent

By: /s/ Andrew Wynr

Name Andrew Wynn
Title:  Senior Vice Presidel




THE BANK OF NEW YORK

By: /s/ Kristen E. Talabe

Name Kristen E. Talabe
Title:  Vice Presiden




BARCLAYS BANK PLC

By: /s/ David Bartor

Name David Barton
Title:  Associate Directo




KEYBANK NATIONAL ASSOCIATION

By: /s/ Francis W. Lut.

Name Francis W. Lutz
Title:  Vice Presiden




LLOYDS TSB BANK, PLC

By: /s/ Windsor R. Davie

Name Windsor R. Davie:
Title:  Director, Corporate Banking, US

By: /s/ Deborah Carlsa

Name Deborah Carlso
Title: VP & Manager Business
Development C.B




THE NORTHERN TRUST COMPANY

By: /s/ Preeti Jail

Name Preeti Jair
Title:  Vice Presiden




UFJ BANK LIMITED

By:

Name
Title:




BANCO BILBAO VIZCAYA ARGENTARIA

By:

By:

Name
Title:

Name
Title:




SUMITOMO MITSUI BANKING CORPORATION

By: /s/ David A. Buck

Name David A. Buck
Title:  Senior Vice Presider




UNION BANK OF CALIFORNIA, N.A.

By:

Name
Title:




NATIONAL AUSTRALIA BANK LIMITED

By: /s/ Eduardo Salazi

Name Eduardo Salaze
Title:  Senior Vice Presider




UBS LOAN FINANCE LLC

By: /s/ Wilfred V. Saini

Name Wilfred V. Saint
Title:  Director— Banking
Products Services, L

By: /s/ Joselin Fernand:

Name Joselin Fernande
Title:  Associate Directo- Banking
Products Services, L






Exhibit (12

The McGrawHill Companies, Inc.

Computation of Ratio of Earnings to Fixed Charges

June 30, 200 June 30, 200
Six Twelve Six
(in thousands Months Months Months
Earnings
Earnings from continuing operations before incomeeaxpens: $435,43 $1,252,13: $352,21(
Fixed charge: 41,58’ 78,50¢ 38,93
Total Earnings $477,02: $1,330,64. $391,14«
Fixed Charges (Note
Interest expens $ 10,80: $ 18,45¢ $ 7,98t
Portion of rental payments deemed to be inte 30,78t 60,05! 30,94¢
Total Fixed Charge $ 41,58 $  78,50¢ $ 38,93¢
Ratio of Earnings to Fixed Charg 11.5» 16.9» 10.0»

(Note) “Fixed charges” consist of (1) interest on debt amdrest related to the sale leaseback of Rock4daGInc. (See Note 11 to the

Company’s consolidated financial statements); &)dhe portion of the Company’s rental expense dgkrapresentative of the
interest factor in rental expen:






Exhibit (15

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

We are aware of the incorporation by referenc&énRegistration Statement on Form S-3 (No. 33-3Bf6itaining to the Debt Securities of
The McGraw-Hill Companies, Inc. and in the Registra Statements on Form S-8 pertaining to the 108y Employee Stock Incentive Plan
(No. 33-22344), the 1993 Employee Stock Incentilag PNo. 33-49743, No. 33-30043 and No. 33-4050%,2002 Stock Incentive Plan
(No. 33-92224 and No. 33-116993), the Director Erefet Stock Ownership Plan (No. 33-06871), The Sgrincentive Plan of McGrawill,
Inc. and its Subsidiaries, The Employee Retirerdaabunt Plan of McGraw-Hill, Inc. and its Subsidés, The Standard & Poor’s Savings
Incentive Plan for Represented Employees, The &tdnfl Poor's Employee Retirement Account Plan fepRsented Employees, and The
Employee’s Investment Plan of McGraw-Hill Broad@agtCompany, Inc. and its Subsidiaries (No. 33-8)8&nd The Savings Incentive
Plan of The McGraw-Hill Companies, Inc. and its Sidiaries, The Employee Retirement Account Plaiited McGraw-Hill Companies, Inc.
and its Subsidiaries, The Standard & Poor’s Savingsntive Plan for Represented Employees, andStaedard & Poor’'s Employee
Retirement Account Plan for Represented Employles $3-126465) of our report dated July 26, 2004tireg to the unaudited consolidated
interim financial statements of The McGraw-Hill Cpamies, Inc. which are included in its Form 10-Qtfe quarter ended June 30, 2005.

ERNST & YOUNG LLP

New York, New York
July 29, 2005






Exhibit (31.1

Quarterly Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

[, Harold W. McGraw llI, certify that:
1. I have reviewed this quarterly report on Forn-Q of The McGravw-Hill Companies, Inc.

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

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

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hay

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

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

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

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

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

(@) All significant deficiencies and materiaéaknesses in the design or operation of intern@rabover financial reporting which are
reasonably likely to adversely affect the regid’s ability
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Section 302 of the Sarbanes-Oxley Act of 2002

to record, process, summarize and report finamdiaimation; and

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

Date: July 29, 2005

/s/ Harold W. McGraw Il
Harold W. McGraw Il
Chairman, President and
Chief Executive Officer
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Quarterly Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

[, Robert J. Bahash, certify that:
1. I have reviewed this quarterly report on Forn-Q of The McGravw-Hill Companies, Inc.

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

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

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hay

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finaheogporting, or caused such internal control diemcial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

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

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

(@) All significant deficiencies and materiaé@knesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regig’s ability to
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record, process, summarize and report financiakinétion; and

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

Date: July 29, 2005

/s/ Robert J. Bahast
Robert J. Bahasl|
Executive Vice President
and Chief Financial Officel







Exhibit (32,

Quarterly Certification Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to Section 906 of the Sarbanes-Oxteyf 2002 (subsections (a) and (b) of SectionQl Zhapter 63 of Title 18, United States
Code), each of the undersigned officers of The M@GHill Companies, Inc. (the “Company”), does hegrebrtify, to such officer’s
knowledge, that:

The quarterly report on Form 10-Q for the ¢eraended June 30, 2005 of the Company fully cossphith the requirements of
Section 13(a) or 15(d) of the Securities Exchangeof1934 and information contained in the FormQ @airly presents, in all material
respects, the financial condition and results @rafions of the Company.

Dated: July 29, 200 /s/ Harold W. McGraw I

Harold W. McGraw Il
Chairman, President and
Chief Executive Office

Dated: July 29, 200 /s/ Robert J. Bahas

Robert J. Bahash
Executive Vice President and
Chief Financial Office

A signed original of this written statement reqdit®y Section 906 has been provided to The McGrallwddimpanies and will be retained by
The McGraw-Hill Companies and furnished to the Sities and Exchange Commission or its staff upauest




