MCGRAW-HILL COMPANIES INC

FORM 10-K405

(Annual Report (Regulation S-K, item 405))

Filed 3/28/1995 For Period Ending 12/31/1994

Address 1221 AVENUE OF THE AMERICAS
NEW YORK, New York 10020
Telephone 212-512-2000
CIK 0000064040
Industry Printing & Publishing
Sector Services
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



UNITED STATES SECURITIES AND EXCHANGE

COMMISSION
Washington, D. C. 20549

FORM 10-K

(Mark One)

/X! ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 (FEE REQUIRED)
For the fiscal year ended December 31, 1994
OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
/1 EXCHANGE ACT OF 1934 (NO FEE REQUIRED)
For the transition period from to

McGRAW -HILL, INC.

(Exact name of registrant as specified in its @rart

NEW YORK 13-1026995
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1221 AVENUE OF THE AMERICAS, NEW YORK, N.Y. 10020
(Address of principal executive offices) (Zip Code)
Registrant's telephone number, including area code (212) 512-2000

Securities registered pursuant to Section 12(b) diie Act:

Name of each exchange
Title of each class on which registered

Common stock - $1 par value New York Stock Exchange
Pacific Stock Exchange

Securities registered pursuant to Section 12(g) ¢ie Act:

None

(Title of class)

Indicate by check mark if disclosure of delinquiélers pursuant to
Item 405 Regulation S-K is not contained hereir aiil not be contained, to the best of registsaktiowledge, in definitive proxy or
information statements incorporated by referendeart 111 of this Form 10-K or any amendment tasthbrm 10-K. X

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months, (or fohsstworter period that the registrant was requiogfileé such reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes X No

The aggregate market value of voting stock helddyaffiliates of the registrant as of February 28095, was $3,439,082,214.
The number of shares of common stock of the registutstanding as of February 28, 1995 was 49/63%hares.

Part |, Part Il and Part IV incorporate informatioynreference from the Annual Report to Sharehsldiarthe year ended December 31, 1994.
Part Ill incorporates information by reference frtma definitive proxy statement mailed to sharebddMarch 20, 1995 for the annual
meeting of shareholders to be held on April 26,51



2. PropertieS.......ccooevvivcviviiiieenennn.

3. Legal proceedings.........cccccevrureeeennne

4. Submission of matters to a vote of security ho

Executive officers of the registrant.............
PART II

5. Market for the registrant's common stock and r
stockholder matters............ccccoceenee.

6. Selected financial data.......................

7. Management's discussion and analysis of financ
condition and results of operations...........

8. Consolidated financial statements and suppleme
data ..o

9. Changes in and disagreements with accountants
and financial disclosure......................

PART Il
10. Directors and executive officers of the regist

11. Executive compensation............cccceeeeees

12. Security ownership of certain beneficial owner
and management.........cccooeceeeeeeniiennn.

13. Certain relationships and related transactions
PART IV

14. Exhibits, financial statement schedules, and
reports on Form 8-K.........cccccevviiinne

SIgNAtUIES.....eviiiiiiiieieeeee e

EXhIDItS. ..o
Consent of Independent Auditors - Ernst & Young L
Financial Data Schedule..........................

Supplementary schedule.............ccccceeene

TABLE OF CONTENTS

PART |

Page

12-14
15-66
67
68

69



PART |

Item 1. Business

The Registrant, incorporated in December 1925 esebusiness, professional and educational markatsic the world with information
products and services. Key markets include finabasiness, education, law, construction, medicdlteralth, computers and
communications, aerospace and defense. As a mdianpablishing and information company, the Registemploys a broad range of
media, including books, magazines, newsletterswsog, on-line data services, CD-ROMs, facsimild tatevision broadcasting. Most of the
Registrant's products and services face substaatiapetition from a variety of sources.

The Registrant's 15,339 employees are located wigtéd They perform the vital functions of analyzithg nature of changing demands for
information and of channeling the resources necgdéedill those demands. By virtue of the numerecogpyrights and licensing, trade, and
other agreements, which are essential to suchindass the Registrant is able to collect, compite] disseminate this information.
Substantially all book manufacturing and magazirieting is handled through a number of independentractors. The Registrant's princi
raw material is paper, and the Registrant has edsources of supply, at competitive prices, adedfaa its business needs.

Descriptions of the company's principal productsgld services and markets, and significant achiewsrare hereby incorporated by

reference from Exhibit
(13), pages 8 through 11, 16 through 19 and 24itir@6 (textual material) of the Registrant's 18&hual Report to Shareholders.

Information as to Industry Segments

The relative contribution of the industry segmesftthe Registrant and its subsidiaries to operatavgnue and operating profit and
geographic information for the three years endeded@er 31, 1994 and the identifiable assets of segment at the end of each year, are
included in Exhibit (13), on page 43 and page 4théRegistrant's 1994 Annual Report to Sharehslded is hereby incorporated by
reference.

-1-



Item 2. Properties

The Registrant leases office facilities at 370 tmees, 290 are in the United States. In additibe, Registrant owns real property at 26
locations; 22 are in the United States. The prialdiacilities of the Registrant are as follows:

Owned Square
or Feet
Domestic Leased (thousands) Business Unit
New York, NY leased 1,635 See explanation be low
Hightstown, NJ owned See explanation be low
Office and Data Ctr. 490
Warehouse 412
New York, NY leased 504 Financial Services
owned 346 Financial Services
Delran, NJ leased 106 Datapro
Colorado Springs, CO owned Shepard's/McGraw-H ill
Office 181
Manufacturing Plant 63
Denver, CO owned 88 Broadcasting
Indianapolis, IN leased 58 Broadcasting
Englewood, CO owned
Rocky Mt. Data Ctr. 14 Corporate Data Cen ter
Office 119 Financial Services
Lexington, MA owned 53 Vacant
leased 122 Various Operating Units
Blue Ridge Summit, PA owned TAB Books
Office 67
Book Dist. Citr. 114
Peterborough, NH owned 51 Byte
Chicago, IL leased 68 Various operating units



Owned Square

or Feet
Domestic Leased (thousands) Business Unit
Washington, DC leased 73 Various operating units
Kent, WA leased C.J. Tower
Warehouse/Dist. Ctr 79
Office 6
Monterey, CA owned 270 CTB/McGraw-Hill Sc hool
Blacklick (Gahanna), OH owned
Book Dist. Ctr. 558 Various Operating Units
Office 73
Westerville, OH owned 59 Glencoe
New York, NY leased 64 Professional Publi shing
Grove City, OH
Warehouse leased 160 School
Dallas, TX leased
Assembly Plant 148 School
Warehouse 72
Desoto, TX leased
Book Dist. Citr. 382 School
Foreign
Whitby, Canada owned McGraw-Hill Ryerso n Ltd.
Office 80
Book Dist. Citr. 80
Maidenhead, England leased 85 McGraw-Hill Intern ational

(U.K.) Ltd.

The Registrant's major lease covers space in @dduarters building in New York City. The buildirsgowned by Rock-McGraw, Inc., a
corporation in which the Registrant and RockefaBeoup, Inc. are the sole shareholders. The Registrccupies approximately 941,000
square feet of the rentable space under a 30-gase which includes renewal options for two addéid.5-year periods. In addition, the
Registrant subleases for its own account approxity®94,000 square feet of space for periods Bbtpears.
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The largest complex owned by the Registrant isteztan Hightstown, NJ which houses the officesdocounting operations, data processing
services, order fulfillment, other service depamtseand a warehouse. The Registrant is in the psomfeconsolidating its domestic book

distribution operations by consolidating the diaition operations in Blue Ridge Summit, PA and Hsgdwn, NJ to Westerville and
Blacklick, OH.

Item 3. Legal Proceedings

While the Registrant and its subsidiaries are ddgats in numerous legal proceedings in the UnitateS and abroad, neither the Registrant
nor its subsidiaries are a party to, nor are arh@f properties subject to, any known materialdgieg legal proceedings which Registrant
believes will result in a material adverse effettRegistrant’s financial statements or businesgatipes.

Item 4. Submission of Matters to a Vote of Securityolders
No matters were submitted to a vote of Registrasttsirity holders during the last quarter of theqokcovered by this Repol
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Executive Officers of Registrant

Name Age Position
Joseph L. Dionne 61 Chairman and Chief Executive Officer
Harold McGraw Il 46 President and Chief Operating Officer
Robert J. Bahash 49 Executive Vice President and
Chief Financial Officer
Michael K. Hehir 47 Executive Vice President, New Ventures
Robert N. Landes 64 Executive Vice President,

Secretary and General Counsel

Thomas J. Sullivan 59 Executive Vice President, Administration
Frank J. Kaufman 50 Senior Vice President, Taxes
Barbara A. Munder 49 Senior Vice President and Executive

Assistant to the Chairman
Frank D. Penglase 54 Senior Vice President, Treasury Operations

Thomas J. Kilkenny 36 Vice President and Controller

All of the above executive officers of the Registrhave been full-time employees of the Registfanmore than five years except for
Thomas J. Kilkenny.

Mr. Kilkenny, prior to his becoming an officer dfe Registrant on December 1, 1993, was directtteoRegistrant's Corporate Audit
Department since October 1, 1991. Previously hewitisErnst & Young LLP from 1980 through 1991.
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PART Il

Item 5. Market for the Registrant's Common Stock aml Related Stockholder

Matters

The approximate number of holders of the Compatrismon stock as of February 28, 1995 was 5,606.

1994 1993
Dividends per share of common stock:
$.58 per quarter in 1994
$.57 per quarter in 1993 $2.32 $2.28

Information concerning other matters is incorpaddierein by reference from Exhibit (13), from p&g@eof the 1994 Annual Report to
Shareholders.

Item 6. Selected Financial Data
Incorporated herein by reference from Exhibit (¥8)m the 1994 Annual Report to Shareholders, [@gand page 35.

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

Results of Operations

Incorporated herein by reference from Exhibit (¥8)m the 1994 Annual Report to Shareholders, p28ea® 33 and page 36.

Item 8. Consolidated Financial Statements and Supeientary Data

Incorporated herein by reference from Exhibit (¥8)m the 1994 Annual Report to Shareholders, p&8ge® 48 and page 50.

Item 9. Changes in and Disagreements with Accountéon Accounting and

Financial Disclosure

None



PART 1lI

Item 10. Directors and Executive Officers of the Rgistrant

Information concerning directors is incorporatedeire by reference from the Registrant's definifivexy statement dated March 20, 1995 for
the annual meeting of shareholders to be held ail 26, 1995.

Iltem 11. Executive Compensation

Incorporated herein by reference from the Regiswaefinitive proxy statement dated March 20, 1885he annual meeting of shareholders
to be held on April 26, 1995.

Item 12. Security Ownership of Certain Beneficial Qvners and Management

Incorporated herein by reference from the Regisgalefinitive proxy statement dated March 20, 189%he annual meeting of shareholders
to be held April 26, 1995.

Item 13. Certain Relationships and Related Transaains

Incorporated herein by reference from the Regisgalefinitive proxy statement dated March 20, 189%he annual meeting of shareholders
to be held April 26, 1995.

-7-



PART IV

Item 14. Exhibits, Financial Statement Schedulesnal Reports on Form 8K.

(@) 1. Financial Statements.

2. Financial Statement Schedules.
McGraw-Hill, Inc.
Index to Financial Statements And Financial StatanSehedules

Reference
Annual Repor
Form to Share-
10-K  holders (pag

Data incorporated by reference from Annual Report t o Shareholders:
Report of Independent AuditorS............... L 49
Consolidated balance sheet at
December 31,1994 and 1993............. . e 38-39

Consolidated statement of income

for each of the three years in

the period ended December 31, 1994..... 37
Consolidated statement of cash flows

for each of the three years in the

period ended December 31, 1994......... e 40
Consolidated statement of shareholders'

equity for each of the three years in

the period ended December 31, 1994..... L 41
Notes to consolidated financial
StAteMEeNtS. oo e 42-48
Quarterly financial information........... . L 50
Consent of Independent AUditOrS.......ccccceee.. 67
Consolidated schedule for each of the three year s in the period ended

December 31, 1994:

Il - Reserve for doubtful accounts.......... 69



All other schedules have been omitted since thaeired) information is not present or not preserdrimounts sufficient to require submission
of the schedule, or because the information redugéncluded in the consolidated financial statete®r the notes thereto.

The financial statements listed in the above ingdhich are included in the Annual Report to Sharébd for the year ended December 31,
1994 are hereby incorporated by reference in Ek[ill3). With the exception of the pages listedhie &bove index, the 1994 Annual Repo
Shareholders is not to be deemed filed as pateof 14 (a)(1).

@
®

©)
Q)

4)

4

(10)

(10)*

(10)

(10)*

(3) Exhibits.

Articles of Incorporation of Regi
reference from Registrant's Form
connection with Registrant's Form
December 31, 1988.

By-laws of Registrant.

Indenture dated as of June 15, 19
issuer, and the Bank of New York,
reference from Registrant's Form
connection with Registrant's Form
June 30, 1990.

Instrument defining the rights of
certificate setting forth the ter
Notes due 2000, incorporated by r
Form SE filed August 3, 1990 in ¢
Form 10-Q for the quarter ended J

Instrument defining the rights of
certificate setting forth the ter
Medium-Term Notes, Series A, inco
Registrant's Form SE filed Novemb
with Registrant's Form 10-Q for t
30, 1990.

Rights Agreement dated as of Octo
Registrant and Manufacturers Hano
incorporated by reference from Re
October 26, 1989 in connection wi

Restricted Stock Award Agreement
incorporated by reference from Re
March 30, 1988 in connection with
the year ended December 31, 1987.

Indemnification Agreements betwee
directors and certain of its exec
said directors' and executive off
Registrant, incorporated by refer
SE filed March 27, 1987 in connec
10-K for the year ended December

Registrant's 1983 Stock Option Pl
Employees, incorporated by refere
filed March 29, 1990 in connectio
for the year ended December 31, 1

-0-

strant, incorporated by
SE filed March 29, 1989 in
10-K for the year ended

90 between the Registrant, as
as trustee, incorporated by
SE filed August 3, 1990 in
10-Q for the quarter ended

security holders,

ms of the Registrant's 9.43%
eference from Registrant's
onnection with Registrant's
une 30, 1990.

security holders,

ms of the Registrant's
rporated by reference from
er 15, 1990 in connection

he quarter ended September

ber 25, 1989 between
ver Trust Company,
gistrant's Form SE dated
th Registrant's Form 8-A.

dated December 4, 1987
gistrant's Form SE filed
Registrant's Form 10-K for

n Registrant and each of its
utive officers relating to
icers' services to the

ence from Registrant's Form
tion with Registrant's Form
31, 1986.

an for Officers and Key

nce from Registrant's Form SE
n with Registrant's Form 10-K
989.



(10)*

(10)*

(10)*

(10)*

(10)*

(10)*

(10)*

(10)

(10)

(10)

(10)

(10)

(10)

(10)*

Registrant's 1987 Key Employee St
incorporated by reference from Re
year ended December 31, 1993.

Registrant's 1993 Key Employee St
incorporated by reference from Re
year ended December 31, 1993.

Registrant's 1995 Key Executive S
Compensation Plan.

Registrant's 1990 Key Executive S
Compensation Plan, incorporated b
Form SE filed March 28, 1991 in ¢
Form 10-K for the year ended Dece

Registrant's Key Executive Short-
Compensation Plan, incorporated b
Form 10-K for the year ended Dece

Registrant's Executive Deferred C
incorporated by reference from Re
March 28, 1991 in connection with
the year ended December 31, 1990.

Registrant's Senior Executive Sev
reference from Registrant's Form
connection with Registrant's Form
December 31, 1988.

Credit Agreement dated as of Nove
Registrant, the Banks' signatory
Company, as Agent incorporated by
Form SE filed November 18, 1991 i
Registrant's Form 8-K dated Novem

First Amendment to Credit Agreeme
1993 among the Registrant, the Ba
Bankers Trust Company, as agent,
from Registrant's Form 8-K dated

Second Amendment to Credit Agreem

1994 among the Registrant, the Ba
Bankers Trust Company, as agent,
from Registrant's Form 8-K dated

Partnership Interest Purchase Agr
4, 1993, with respect to the part
School Publishing, Inc. in Macmil
Publishing Company incorporated b
Form 8-K dated October 18, 1993.

Trademark Purchase and Sale Agree
October 4, 1993, incorporated by
Form 8-K dated October 18, 1993.

Trademark Purchase and Sale Agree
October 4, 1993, incorporated by
Form 8-K dated October 18, 1993.

Registrant's Employee Retirement
incorporated by reference from Re
March 28, 1991 in connection with
the year ended December 31, 1990.

-10-

ock Incentive Plan,
gistrant's Form 10-K for the

ock Incentive Plan,
gistrant's Form 10-K for the

hort Term Incentive

hort-Term Incentive

y reference from Registrant's
onnection with Registrant's
mber 31, 1990.

Term Incentive Deferred
y reference from Registrant's
mber 31, 1993.

ompensation Plan,
gistrant's Form SE filed
Registrant's Form 10-K for

erance Plan, incorporated by
SE filed March 29, 1989 in
10-K for the year ended

mber 12, 1991 among the
thereto, and Bankers Trust
reference from Registrant's
n connection with

ber 19, 1991.

nt dated as of November 8,
nks' signatory thereto, and
incorporated by reference
November 15, 1993.

ent dated as of November 7,
nks' signatory thereto and
incorporated by reference
November 15, 1994.

eement, dated as of October
nership interest of Macmillan
lan/McGraw-Hill School

y reference from Registrant's

ment (Macmillan), dated as of
reference from Registrant's

ment (Merrill), dated as of
reference from Registrant's

Account Plan Supplement,
gistrant's Form SE filed
Registrant's Form 10-K for



(10)*

(10)*

(10)*

(10)*

(10)*

(10)*

(12)

(13)

1)
(23)
@7
(99)

(b)

Registrant's Employee Retirement
by reference from Registrant's Fo
connection with Registrant's Form
December 31, 1990.

Registrant's Savings Incentive Pl
by reference from Registrant's Fo
connection with Registrant's Form
December 31, 1990.

Registrant's Senior Executive Sup
Retirement Benefits Plan, incorpo
Registrant's Form SE filed March
Registrant's Form 10-K for the ye

Registrant's 1993 Stock Payment P
incorporated by reference from Re
dated March 21, 1993.

Registrant's Director Retirement
reference from Registrant's Form
connection with Registrant's Form
December 31, 1989.

Registrant's Director Deferred Co
by reference from Registrant's Fo
December 31, 1993.

Computation of ratio of earnings

Registrant's 1994 Annual Report t
except for those portions thereof
incorporated by reference in this
the information of the Commission
part of this Form 10-K.

Subsidiaries of the Registrant.

Consent of Ernst & Young LLP, Ind

Financial Data Schedule.

Supplemental Schedule.

Reports on Form 8-K.
A report on Form 8-K was filed on

and Item 7 (Exhibit 10) were repo
8-K.

Plan Supplement, incorporated
rm SE filed March 28, 1991 in
10-K for the year ended

an Supplement, incorporated
rm SE filed March 28, 1991 in
10-K for the year ended

plemental Death, Disability &
rated by reference from

26, 1992 in connection with
ar ended December 31, 1991.

lan for Directors,
gistrant's Proxy Statement

Plan, incorporated by
SE filed March 29, 1990 in
10-K for the year ended

mpensation Plan, incorporated
rm 10-K for the year ended

to fixed charges.
0 Shareholders. Such Report,
which are expressly

Form 10-K, is furnished for
and is not deemed "filed" as

ependent Auditors.

November 15, 1994. ltem 5
rted in said report on Form

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



Signatures

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

McGraw-Hill, Inc.

Registrant

By: /'s/ Robert N. Landes

Robert N. Landes

Executive Vice President, Secretary and Ceneral Counsel
March 24, 1995

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed orciM24, 1995 on behalf of Registrant by
the following persons who signed in the capaciieset forth below under their respective namegistant's board of directors is comprised
of fourteen members and the signatures set fottwbef individual board members, constitute at teamajority of such board.

/sl Joseph L. Dionne

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

/sl Harold McGraw II1

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

/sl Robert J. Bahash

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

Thomas J. Kil kenny
Vice President and Controller

/sl Vartan Gregorian

Vartan Gregorian
Di rector

/sl John T. Hartley

John T. Hartley
Director

/sl George B. Harvey

Ceorge B. Harvey
Di rector

/sl Richard H Jenrette

Richard H Jenrette
Director

/'s/ Don Johnston

Don Johnston
Director

/sl Peter O Lawson-Johnston

Peter 0. Lawson-Johnston
Director

/'s/ Linda Koch Lorimer

Li nda Koch Lori nmer
Director
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/sl John L. MG aw

John L. McG aw
Di rector

/sl Lois D. Rice

Lois D. Rice
Director

/sl Paul J. Rizzo

Paul J. Rizzo
Director

/sl James H. Ross

Janes H. Ross
Director

/sl Alva O Wy

Alva 0. Way
Director
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Exhibit (3)
McGRAW HILL, INC.
BY-LAWS
(As amended April 27, 1994)
ARTICLE |
STOCKHOLDERS

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

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

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

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

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

6. If at any meeting a quorum shall fail to attémgherson or by proxy, a majority in interest asctholders entitled to vote present or
represented by proxy at such meeting may adjowmbeting from time to time without further notigetil a quorum shall attend and
thereupon any business may be transacted whicht tmégfe been transacted at the meeting as originallgd had the same been then held.
The Chairman of a meeting of stockholders may adjsuch meeting from time to time, whether or ihetré is a quorum of stockholders at
such meeting
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7. The Chairman of the Board, and in his absene@thsident, and in his absence a Chairman apgddigtéhe Board of Directors, shall call
meetings of the stockholders to order and shalha&€hairman thereof.

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

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

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

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

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

ARTICLE I-A

NOMINATION OF DIRECTORS AND PRESENTATION
OF BUSINESS AT STOCKHOLDER MEETINGS

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

2. For nominations or other business to be progEdyght before an annual meeting by a stockhgldesuant to clause (iii) of Section 1 of
this Article I-A, the stockholder must have given timely noticer#of in writing to the Secretary of t
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Company. To be timely, a stockholder's notice dhaltielivered to the Secretary at the principatetiee offices of the Company not less
than 60 days nor more than 90 days prior to tte¢ dinniversary of the preceding year's annual mggprovided,however, that in the event
that the date of the annual meeting is advanceddrg than 30 days or delayed by more than 60 days $uch anniversary date, notice by
the stockholder to be timely must be so deliveratdearlier than the 90th day prior to such annusgting and not later than the close of
business on the later of the 60th day prior to sargfual meeting or the 10th day following the dayadich public announcement of the date
of such meeting is first made. Such stockholdeastia shall set forth (i) as to each person whoenstiockholder proposes to nominate for
election or reelection as a director all informatielating to such person that is required to lseldsed in solicitations of proxies for election
of directors, or is otherwise required, in eactegagrsuant to Regulation 14A under the Securitieh&nge Act of 1934, as amended (the
"Exchange Act") (including such person's writtemsent to being named in the proxy statement asrame@ and to serving as a director if
elected); (ii) as to any other business that thekstolder proposes to bring before the meetingied description of the business desired to be
brought before the meeting, the reasons for comtysuch business at the meeting and any matatekist in such business of such
stockholder and the beneficial owner, if any, orosébehalf the proposal is made; (iii) as to tbeldtolder giving the notice and the
beneficial owner, if any, on whose behalf the naation or proposal is made (
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the name and address of such stockholder, as gpeaaon the Company's books, and of such berafisizer and (b) the class and number
of shares of the Company which are owned bendfjcaid of record by such stockholder and such beiaébwner.

Notwithstanding anything in the second sentenddis!

Section 2 to the contrary, in the event that thelper of directors to be elected to the Board o&Etiors of the Company is increased and t
is no public announcement naming all of the nonsrfee director or specifying the size of the in@e@d Board of Directors made by the
Company at least 70 days prior to the first anrsagr of the preceding year's annual meeting, &stdder's notice shall also be considered
timely, but only with respect to nominees for amywpositions created by such increase, if it dhaltielivered to the Secretary at the princ
executive offices of the Company not later thandlose of business on the 10th day following thg alawhich such public announcement is
first made by the Company.

3. Only such business shall be conducted at aalpmeieting of stockholders as shall have been Itduefore the meeting pursuant to the
Company's notice of meeting. Nominations of pergonglection to the Board of Directors may be matla special meeting of stockholders
at which directors are to be elected pursuantedtbmpany's notice of meeting (A) by or at thedion of
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the Board of Directors or (B) provided that the Bbaf Directors has determined that directors shalélected at such special meeting, by
stockholder of the Company who is a stockholdeeobrd at the time of giving of notice provided forthis Article I-A, who shall be entitled
to vote at the meeting and who complies with thiceqorocedures set forth in this Article I-A. Imetevent the Company calls a special
meeting of stockholders for the purpose of electing or more directors to the Board, any such simlder may nominate a person or persons
(as the case may be), for election to such pos#)aas specified in the Company's notice of meeifrige stockholder's notice required by
Section 2 of this Article I-A shall be deliveredttee Secretary at the principal executive officehe Company not earlier than the 90th day
prior to such special meeting and not later thanctbse of business on the later of the 60th dey fr such special meeting or the 10th day
following the day on which public announcementiistfmade of the date of the special meeting antiehominees proposed by the Board of
Directors to be elected at such meeting.

4. Only such persons who are nominated in accoda#ith the procedures set forth in this Article Ishall be eligible to serve as directors
and only such business shall be conducted at angesftstockholders as shall have been broughtrbdf®e meeting in accordance with the
procedures set forth in this Article I-A. The Cimaém of the meeting of stockholders shall have thego and duty to determine whether a
nomination or any business proposed to be brougfloré the
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meeting was made in accordance with the procedeteforth in this Article I-A and, if any proposadmination or business is not in
compliance with this Article I-A, to declare thatch defective nominations or proposal shall beedjarded.

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

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

1. The business and affairs of the corporationl ffeainanaged under the direction of the Board oé&ors. Unless and until changed as
provided in this Section 1 of this Article Il, tmember of directors constituting the Board of Diogs shall be fourteen (14). The Board of
Directors shall have power from time to time andry time, by vote of a majority of the total numbédirectors which the corporation
would have if there were no vacancies on the Bdarihcrease or reduce the number of directorstitatieg the Board of Directors to such
number (subject to any limits contained in theitieate of incorporation) as the Board of Directstsll determine, but in no event to less
twelve (12) or more than twenty-five (25). Subjecthe express terms and conditions of the ceatifiof incorporation and these By-Laws,
the directors shall have the usual and customamemand duties of directors of a corporation; alsp and all powers given and permittec
law; and also power to exercise any and all powetke corporation, and to do any and all acts eithany prior action taken or consent gi
by the stockholders, unless required by law, orcvéificate of incorporation, or by these By-Lawhe directors may exercise all powers, and
do all acts and things which are not, by statuteyathe certificate of incorporation or these Byalsa expressly directed or required to be
exercised or done by the stockhold:
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2. Without prejudice to the general powers confieby the last preceding section, and the other ppa@nferred by the certificate of
incorporation and by these By-Laws, it is herebpressly declared that the Board of Directors dhale the following powers, that is to say:

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

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

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

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

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

SIXTH: To appoint any person or persons to accegtleld in trust for the Company any property bglag to the Company, or in which it
interested, or for any other purpose, and to exegntl do all such duties and things as may begiegjin relation to any such trust.

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

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

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

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

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

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

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

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

8. A majority of the entire Board of Directors dr@institute a quorum for the transaction of bussexcept where otherwise provided by
statute or by th
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certificate of incorporation or by these By-Lawsda majority of those present at the time andgptd@ny regular or special meeting may
adjourn the same from time to time without notice.

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

ARTICLE Il
COMMITTEES

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

2. Each committee shall keep regular minutes gint&eedings and report the same to the Board wdwrired.

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

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

ARTICLE IV
OFFICERS

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

3. The President shall be the Chief Operating ©ffaf the Corporation and shall have general resipdity for directing, administering and
coordinating the operational phases of the Corratbusiness, subject to the control of the Ghair and Chief Executive Officer. He shall
have such duties as the Board may from time to tietermine or as may be prescribed by these By-LH#&shall be responsible for seeing
that the orders and resolutions of the Board améechinto effect. He may execute on behalf of @wporation all authorized deeds, bonds,
mortgages, contracts, documents and papers anaffirathereto the corporate seal when requiredshkdl have power to sign debentures
and certificates of stock of the Corporati
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If the office of the Chairman of the Board shallMa&ant, or if the person holding that office stlabsent, the President shall preside at
meetings of stockholders and of the Board of Doesct

4. In the absence or inability to act of both tHei@man and the President, the Board may desigmgtaenior corporate officer to perform
duties of temporary Chairman which shall includesiing at meetings of stockholders and of the @8o&Directors.

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

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

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

8. The Board of Directors shall have power to appone or more Assistant Treasurers, Assistantesates, Controller or Assistant
Controllers who shall have such powers and perfauroh duties as may be designated by the B
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9. The amount of salaries, wages, or other compiens® be paid to the officers, employees and tgefithe Company shall be determined
from time to time by the Board or by an Executiviicar or Committee to whom this work shall be dgléed. No officer shall be
incapacitated to receive a regular salary or fiz@ghpensation by reason of being a director of thgQration.

ARTICLE IV-A

1. Bank Accounts, Deposits, Checks, Drafts and @ridsued in the Company's Name. Any two of thiofzhg officers: the Chairman,
President, any Vic&resident, and the Treasurer, Secretary or Coatnolhy from time to time (1) open and keep in thme and on behalf
the Company, with such banks, trust companiest@ratepositories as they may designate, generadeadal bank accounts for the funds of
the Company, and (2) terminate any such bank atsoAny such action by two of the officers as sfiediabove shall be made by an
instrument in writing signed by such two officersddiled with the Secretary. A copy of such instenty certified by the Secretary or an
Assistant Secretary, shall be evidence to all corezkthat the designations or terminations theremtained are duly authorized on behalf of
the Company at the time of the certification. Alhfls and securities of the Company shall be deggbsitsuch banks, trust companies or ¢
depositories as are designated by the Board ot:ire or
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by the aforesaid officers in the manner hereinalpyegided, and for the purpose of such deposissChairman, President, any Vice-
President, the Secretary, the Controller, the Tnesr an Assistant Treasurer, and each of thermy other person or persons authorized by
the Board of Directors, may endorse, assign ansetathecks, notes, drafts, and other orders f@iptyment of money which are payable to
the Company.

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

1. Any person made or threatened to be made a twaatyy action or proceeding, whether civil or driad, by reason of the fact that such
person or such person's testator or intestatevimera director, officer or employee of the Corpioraor serves or served any other
corporation, partnership, joint venture, trust, &ype benefit plan or other enterprise in any capat the request of the Corporation shall be
indemnified by the Corporation, and the Corporatitay advance such person's related expenses, funlltbgtent permitted by law. For
purposes of this section, references to "the Caitjmor" shall include, in addition to the resultiogrporation, any constituent corporation
(including any constituent of a constituent) absdrin a consolidation or merger which, if its separmexistence had continued, would have
had power and authority to indemnify its directm®icers, and employees, so that any person wio s a director, officer or employee of
such constituent corporation, or is or was seraintiie request of such constituent corporationaihgr corporation, partnership, joint
venture, trust, employee benefit plan or otherrpnige in any capacity at the request of the Catom, shall stand in the same position under
the provisions of this section with respect torgulting or surviving corporation as such persoubid have with respect to such constituent
corporation if its separate existence had contin
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ARTICLE V
CAPITAL STOCK

2. The instruments of debentures, certificate afeb of the preferred, preference and common ¢apitek of the Company shall be in such
form as shall be approved by the Board of Directbhe certificates shall be signed by the Chairwfahe Board or the President and also by
the Secretary or the Treasurer. The seal of thpdZation shall be affixed to all certificates. T¢ignatures of the officers upon a certificate
may be facsimiles if the certificate is countersidiby a transfer agent or registered by a registraar than the Corporation itself or its
employee.

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

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

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

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

6. Certificates for shares of stock or for debeggun the Corporation may be issued in lieu ofifiestes alleged to have been lost, stolen,
destroyed, mutilated, or abandoned, upon the reoéifi) such evidence of loss, theft, destructo
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mutilation and a bond of indemnity in such amoupipn such terms and with such surety, if any, aBitard of Directors may require in e
specific case, or (2) a request by an appropriatempmental agency or representative for the raissel of a stock certificate claimed to be
abandoned or escheated in accordance with the abadgroperty or similar law of the state, or (8accordance with general resolutions.

ARTICLE VI
SEAL

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

ARTICLE VII
FISCAL YEAR

1. The fiscal year of the Corporation shall begj@ first business day in Janua
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ARTICLE VI
NOTICE AND WAIVER OF NOTICE

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

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

1. Subject to the terms and conditions of the fieaste of incorporation, the Board of Directors khave power to make, amend, and repeal
the By-Laws of the corporation, by a vote of thgarity of all the directors present at any regudaspecial meeting of the Board, provided a
quorum is in attendance and provided further tioéita of intention to make, amend or repeal theLBws in whole or in part at such meeting
shall have been

previously given to each member of the Boi
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Section 1. PURPOSE

The 1995 Key Executive Short-Term Incentive Compéna Plan is intended to increase the profitabit McGraw-Hill by providing the
opportunity for key executives to earn incentivgmants for outstanding achievement and performdhcethe purpose of the Plan to
motivate executives to the attainment of demandimas by providing recognition and rewards in therf of cash incentive awards. The Plan
has the further purpose of fulfilling the Corpooaits objective of offering a fully competitive tbtampensation package to its key McGraw-
Hill employees, thus enabling McGraw-Hill to attrand retain executives of the highest caliber aiitity.
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Section 2. DEFINITIONS

The following terms used in the Plan are definetbisws:

AWARD YEAR - the calendar year of the Corporatiaridg which Performance Objectives must be achidwethe Participant.
BOARD OF DIRECTORS - the Corporation's Board of Directors.

CEO - the Chief Executive Officer of the Corporatian.

COMMITTEE - the Management Compensation Committee 6the Board of Directors.

CORPORATION - McGraw-Hill, Inc. and its subsidiasie

DISABILITY - "Disability" means eligibility for disbility benefits under the terms of McGraw-Hill'sthg-Term Disability Plan in effect at
the time the Participant becomes disabled.

EARLY RETIREMENT - means termination of employmemider a retirement Plan of McGraw-Hill providedtthgarticipant is age 55 or
older with at least 10 years of service and elatbl receive upon termination a McGraw-Hill pendsb@mefit.
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MANAGEMENT - The CEO and such other member of Mogdill's management as the CEO may from time teetaesignate to take
action with respect to the Plan.

McGRAW-HILL - McGraw-Hill, Inc. and its subsidiarée
NORMAL RETIREMENT - means termination of employment from the Compamyr after age 65.
PARTICIPANT - a key executive of McGraw-Hill whoaeives a Target Award under the Plan.

PERFORMANCE OBJECTIVES - significant business alividual objectives to be achieved by the Partictpuring the Award Year and
upon which the percentage of payment of the Takgetrd shall be based.

PLAN - the McGraw-Hill 1995 Key Executive Short-Tedncentive Compensation Plan.
RETIREMENT - means Normal or Early Retirement.

TARGET AWARD - the cash payment that shall be miadiine Participant if the Participant's Performa@®dgectives are achieved during the
applicable Award Year.
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Section 3. EFFECTIVE DATE

Subject to compliance with all applicable legaluiggments, the Plan shall be effective as of Janliat 995, and the 1995 calendar year shall
be the first Award Year of the Plan. The Plan wagraved by the Board of Directors on November 3®41 No future Target Award shall be
granted subsequent to the 1999 Award Year unlesBldn is extended by the Board of Directors.
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Section 4. ADMINISTRATION

The Committee shall be responsible for the impldatéan and administration of the Plan. No Commitreamber shall be eligible for a Tar
Award under the Plan while serving as a Committeeniver. The Committee's functions shall include,rfwitbe limited to: (a) interpretation
of the Plan (which interpretation shall be finatldrinding, unless otherwise determined by the Bo#fdirectors) and establishment of the
rules and regulations governing Plan administratfppselection of Participants; (c) determinatafiTarget Awards; (d) approval of
Performance Objectives; (e) determination of thgrele of the attainment of the Performance Objesti{f¢ determination of the size of
individual awards and payments to Participantsebching its decisions, the Committee shall comgigeommendations made by
Management. The Committee may, in dischargingeisponsibilities under the Plan, delegate such slitdiefficers or other employees of
McGraw-Hill as it deems appropriate. In additidme Committee is authorized to use the serviceBeoCorporation's Corporate Audit
Department and/or independent auditors to deterthiméevel of achievement of Performance Objectives
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Section 5. ELIGIBILITY

The Committee shall select Participants based conmenendations of Management. Selection as a Ratitshall be limited to those key
full-time employees of McGraw-Hill who, by virtud their positions, have a demonstrable impact tmeeithe profitability of a major
business unit of McGraw-Hill, or upon the overaibfitability of McGraw-Hill. No Committee member ah be eligible to be a Participant
while serving as a Committee member, but a diresfttine Corporation who is also a full-time empleybut not a member of the Committee,
shall be eligible to be a Participant. No Partioipar employee of McGraw-Hill shall have any rightbe awarded any Target Award or actual
payment under the Plan.
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Section 6. TARGET AWARD

The amount of the Target Award for each Particigdatl be determined by the Committee at or neasthrt of the applicable Award Year
based upon Management's recommendation.
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Section 7. PERFORMANCE OBJECTIVES

Performance Objectives for each Participant stebdtablished as provided in this section at demgrevels so that their achievement
reflects commendable performance by the Participgdm Performance Objectives may consist of Firari@bjectives, Individual Objectives
or a combination of Financial and Individual Objees. Financial and Individual Objectives are defiras follows:

(a) FINANCIAL OBJECTIVES - Financial Objectives shiae expressed in terms of the most significamtggenance indicators for the
particular business unit being considered, or MeGktll as a whole, and shall be established at the sf each Award Year by Managem:
subject to review and approval by the Committeethatsame time, a "range" of achievement for firgrabjectives ranging from "zero" to
"target" (100% of Target Award relating to Finah&bjectives) to "maximum” (150% of Target Awardating to Financial Objectives) shi
be established. The Committee shall have the atitioralter or adjust Financial Objectives duriihg course of an Award Year, or to alte
adjust the financial results otherwise reportedairieved by the Corporation during such Award Y#éirjs deemed appropriate to do so.
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(b) INDIVIDUAL OBJECTIVES - Individual Objectivesf appropriate for a participant, shall be expresiseterms of significant qualitative
or quantitative individual goals to be achievedinigithe Award Year. Individual Objectives usualhali be established jointly by the
Participant and the Participant's immediate supgesighject to approval by the CEO, or his delegats. Individual Objectives for the CEO
shall be established by the Committee; Individulaje@tives for all Participants in Grades 25 andvalshall be reviewed by the Committee
its delegate for consistency with overall Corpogdals and individual equity. A Participant's Indival Objectives may be altered or
amended during an Award Year, if necessary, togngpeflect changed business conditions and igs:i subject to approval by the CEO or
his delegate.
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Section 8. NOTICE OF AWARD

Except as may otherwise be determined by the Caiemia Participant shall be notified in writing @nnear the start of the Award Year of
the amount of the Participant's Target Award.
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Section 9. AWARD DETERMINATION

As soon as practicable following the completioreath Award Year, the level of achievement of Pertorce Objectives for each Participant
and the amount of the Award payment shall be detexainby Management. The Award payments for Pagditipin Grade 25 and above are
subject to review and approval by the Committeee [Bivel of achievement of the Performance Objestsrall be determined in the followi
manner:

(a) FINANCIAL OBJECTIVES - For performance at orld& the "zero" level of achievement, there shalhbegpayment. Performance
between the "zero" level of achievement and thegété level shall result in a payment in accordanié the established range of
achievement payment schedule. Performance betweetarget” and the "maximum" level of achievem@a0% of target) shall result in a
payment in accordance with the established rangelievement payment schedule.

(b) ADJUSTMENTS IN FINANCIAL CALCULATIONS - The Committee in its sole discretion has the authoritgti@ct adjustments from
time to time in connection with determining the degof achievement of the Financial ObjectivesMaGraw-Hill or a business unit of
McGraw-Hill for the applicable year in questiondaio make any other determinations, as it deemsadde, fair or advisable for the purpose
of ascertaining the amount of any payments undeman.
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(c) INDIVIDUAL OBJECTIVES - The attainment of Indidual Objectives shall be determined by the Pandict's superior, subject to review
by Management and for Participants in Grade 25adve by the Committee for consistent and equitebéduations and judgments. The
Committee shall decide the degree to which the GE®attained his Individual Objectives, if any.

(d) ACTUAL AWARDS - The sum of the award based @hiavement of Financial Objectives and, if applieaindividual Objectives.

(e) MAXIMUM AWARDS - Where one or more objectivelsut not necessarily all) have been clearly and destnably exceeded, a
Participant may be paid an amount in excess opdtingon of the award related to such objectives fitaximum award may not exceed 150%
of the Target Award except in unusual circumstarag@soved by the Committee.
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Section 10. PAYMENT OF AWARDS

Award payments shall be made, less required taxappticable benefits withholdings, as soon as pralste after the determination and final
approval of such payments as provided in Section 9.
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Section 11. TERMINATION OF EMPLOYMENT

If a Participant's employment with McGraw-Hill teimates during an Award Year because of death, isabr Retirement or with the
approval of the Committee where severance is plagdParticipant (or the Participant's designatatwbeiary or estate in the absence of a
surviving designated beneficiary) shall receive@nata Award payment based on the portion of thed Year the Participant was emplo
by McGraw-Hill in an eligible position while the Tget Award was outstanding and the degree to wihicing such Award Year the
Performance Objectives were judged to have beeieath A Participant whose employment with McGraill-términates during an Award
Year for any other reason shall not be eligibledioy payment of an Award for such Award Year. Nsitthe Plan nor any action taken
hereunder shall be construed as giving any Paatitigny right to be retained in the employ of MogiHill. A leave of absence, approved by
the Committee, shall not be deemed to be a termmmaft employment for purposes of this Plan, ang marrant a full or pro rata award as
determined by the Committee.

Following the completion of an Award Year, no Awasftall be payable to any Participant who volunganélsigns his/her employment prior
the payment date for such Award. For purposesepthceding sentence, death, Disability or Retirdraball not be deemed a voluntary
resignation.
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Section 12. TRANSFER

If a Participant is transferred within McGraw-Hillring an Award Year to a position that is not ¢desed as eligible for participation in the
Plan, the Committee may, in its sole and absolisteretion, authorize a pro rata Award Payment basetthe number of full months during

which the Participant was in an eligible positiohile the Target Award was outstanding and the deggravhich during such Award Year the
Performance Objectives were achieved.
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Section 13. AMENDMENT, SUSPENSION OR TERMINATION AN
The Board of Directors may at any time based upmtammendation of the Committee, amend, suspertdrminate the Plan.
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Section 14. NON-ASSIGNMENT OF RIGHTS.

A Participant's Target Award may not be assignetlamsferred, and is not subject to attachmentiglament, execution, or other creditor's
processes. In the event of a Participant's deaghpayment of the Award as provided in the Plaanif, shall be made to the Participant's
designated beneficiary, or estate in the absenaesofviving beneficiary.
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Section 15. COSTS OF PLAN

The expenses incurred in administering the Plariyéiing any Committee fees, charges by the Corm'atindependent auditors, or other
costs, shall be borne by the Corporation.

-18-



Section 16. CHANGE OF CONTROL

In the event of a Change of Control of the Corgoratthen immediately after such event becomegstiie (the "Effective Date"), the
Corporation shall pay to each Participant the pta amount of said Participant's Target Award &d $\ward Year, determined solely by the
ratio which the number of calendar quarters duvihéch the award had been outstanding (includingctiendar quarter in which the Change
of Control occurred) bears to four (4).

For purposes of this Plan, the term "Change of @#inshall mean any of the following events:

(i) The acquisition (other than from the Corporajiby any person, entity or "group”, within the mesgy of Section 13(d)(3) or 14(d)(2) of 1
Securities Exchange Act of 1934 (the "Exchange AA¢&xcluding, for this purpose, McGraw-Hill, os isubsidiaries, or any employee benefit
plan of McGraw-Hill) of beneficial ownership (withithe meaning of Rule 13d-3 promulgated under tteh&nge Act) of 20% or more of
either the then outstanding shares of common siotie combined voting power of the Corporatioh&ntoutstanding voting
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securities entitled to vote generally in the elmtf directors; or

(i) Individuals who, as of the date hereof, cotugé the Board (as of the date hereof the "IncurnBeard") cease for any reason to constitute
at least a majority of the Board, provided that payson becoming a director subsequent to thehaaiesf whose election, or nomination for
election by the Corporation's shareholders, wasoygg by a vote of at least a majority of the dives then comprising the Incumbent Board
(other than an election or nomination of an indidtiwhose initial assumption of office is in contie@e with an actual or threatened election
contest relating to the election of the Directdrthe Corporation, as such terms are used in Radell of Regulation 14A promulgated unt
the Exchange Act) shall be, for purposes of thimPtonsidered as though such person were a merhtter Incumbent Board; or

(iii) Approval by the stockholders of the Corpooatiof a reorganization, merger, or consolidatiargeach case, with respect to which persons
who were the stockholders of the Corporation imratesdly
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prior to such reorganization, merger or consol@atio not, immediately thereafter, own, directlyratirectly, more than 50% of the
combined voting power entitled to vote generallyhia election of directors of the reorganized, raedrgr consolidated company's then
outstanding voting securities, or a liquidatiord@solution of the Corporation or of the sale dfoasubstantially all of the assets of the
Corporation.

The reasonable legal fees incurred by any Partitifzeenforce his/her valid rights hereunder shalpaid for by the Corporation to the
Participant in addition to sums otherwise due urldisrPlan, whether or not the Participant is sssfté in enforcing his/her rights or whether
or not the matter is settled.

November 30, 199
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Exhibit (12)
McGRAW -HILL, INC.

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Years Ended December 31

1994 1993 1992 1991 1990
(In thousands of dollars)
Earnings
Earnings from continuing
operations before income tax
expense, cumulative effect on
prior years of changes in
accounting in 1992, and
unusual charges in 1993

(a)(b)(c) $341,816  $293,243  $264,877 $2556 08  $299,715
Fixed charges 85,897 75,930 81,724 89,0 50 97,555
Capitalized interest (353) (536) (836) 5 07)  (842)

Total Earnings $427,360  $368,637  $345765  $344,1 51 $396,428

Earnings from continuing operations
before income tax expense and cumulative
effect on prior years of changes in

accounting in 1992 (b)(c) $341,816 $ 63,443 $264,877  $255,6 08 $299,715
Fixed charges 85,897 75,930 81,724 89,0 50 97,555
Capitalized interest (353) (536) (836) 5 07) (842)
Total Earnings $427,360 $138,837 $345,765  $344,1 51 $396,428
Fixed Charges(b)
Interest expense $ 55,650 $ 46,998 $49,935 $59,3 50 $68,651
Portion of rental payments
deemed to be interest 30,247 28,932 31,789 29,7 00 28,904
Total Fixed Charges $ 85,897 $ 75,930 $81,724 $89,0 50 $97,555

Ratio of Earnings to Fixed Charges:
Before unusual charges and

cumulative adjustment 5.0x 4.9x 4.2x 3. 9x 4.1x
After unusual charges
but before cumulative adjustment 5.0x 1.8x 4.2x 3. 9x 4.1x

(&) Unusual charges in 1993 totaled $229.8 milliefore taxes in connection with the purchase of H#est in the Macmillan/McGraw-
Hill School Publishing Company owned by Macmillam $337.5 million in cash. The unusual charges isted of $199.8 million primarily 1
adjust the company's original investment to vakstablished in the purchase transaction. The chveagellocated primarily to goodwill and
intangibles. The company also recorded a provisfd#80 million relating to the consolidation of tan functions of Macmillan/McGrawill
and the company's book publishing operations.
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(b) For purposes of computing the ratio of earniimgixed charges, "earnings from continuing operat before income taxes" excludes
undistributed equity in income of less than 50%-edicompanies. "Fixed charges" consist of (1) isteva debt and capital leases, (2) the
portion of the company's rental expense deemeéseptative of the interest factor in rental expeard (3) the company's proportionate
share of such fixed charges of the Macmillan/McGtéiWjoint venture through September 30, 1993.geffve October 1, 1993, School
Publishing results are consolidated in the comgamgults.

(c) The cumulative adjustment in 1992 reflectsatleption of FAS 106, "Employers' Accounting for fferement Benefits Other Than
Pensions", $183.5 million pretax, and FAS 112, "Emers' Accounting for Postemployment Benefits"5 ®million pretax.
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EDUCATIONAL & PROFESSIONAL PUBLISHING

While textbooks and other printed materials stilirdnate the educational and professional publishiagkets, they are increasingly sharing
the stage with new technologies and media, inclydib-ROM, online and laser disk. Outside the Wl®,surging economic growth of many
developing nations is spurring demand for educatiand technical information products.

The leader in many of the markets it serves, McGrlillis Educational and Professional Publishing @ranoved aggressively to protect and
build its franchises by improving operating efficiges, exploiting cross-company synergies and gtheming the quality of its products.

SCHOOL PUBLISHING

Whenever America's 50 million kindergarten, eleragntaind high school students open their textbomks,in four of those textbooks bears
the McGraw-Hill imprint. Whenever those same studéake standardized tests, one in three of thests is published by McGraw-Hill. And
whenever school administrators log onto their P€ebdeadministrative systems, one in five of thostesys uses McGraw-Hill software
products.

School Publishing is the nation's largest schadbtmok, test and administrative software publishea market estimated at $2.5 billion in
sales in 1994, the company ranks first in both elgary and high school publishing, with the broadasge of products.

SCHOOL PUBLISHING OPERATION CONTINUES INTEGRATION

School Publishing took a number of steps in 19%ktengthen its market position. Chief among thveas implementing plans to consolidate
its operations with McGraw-Hill's book publishingits following McGraw-Hill's attaining full ownergh of the former Macmillian/McGraw-
Hill School Publishing Company in October 1993.

The integration focuses on all aspects of distidmuand accounting operations. Four distributiontees are being consolidated into two,
where state-of-the-art systems will reduce theecyiohe and increase the productivity of handlingfjifing and shipping operations.
Accounting functions were moved to a single siteadidition to cutting costs, the integration witigrove customer service by speeding the
delivery of orders.

CAPTURING GROWTH OPPORTUNITIES

As School Publishing took steps to control expenisedso looked to build sales. This businessadaonsiderable success in 1994 with
textbook adoptions in Indiana, Texas, Tennesse&anth Carolina. Its market leadership, broad rariggoduct offerings and increased
efficiency will pay additional dividends in comirygars, when school purchases are expected to sechgamore than 10% annually over
1994 levels. This includes purchases by large stdteol systems, such as those in Texas, Califamda-lorida, in disciplines where
McGraw-Hill is particularly strong.

In addition to textbooks, there is a growing demfordnultimedia educational tools. While school isgieg on instructional materials is
expected to stay relatively constant on a per adgisis, paralleling the expected 2% annual inergaschool enroliment, the way those
dollars are spent is changing. For example, thebeurmnf CD-ROM drives in classrooms today is growliyg500,000 every year.

Today, the market for stand-alone software thattmansed in school as well as at home is growingugy 20% per year, and is expected to
reach $360 million in annual retail sales withie thext few years. School Publishing plans to fanose directly on capturing this market,
which is now dominated by software companies.

MORE MULTIMEDIA EDUCATION PRODUCTS INTRODUCED

McGraw-Hill is capitalizing on the growing demarat imultimedia learning products. The company noedpces such products in most high
school subjects. In 1994, it furthered its leadigrsly producing and marketing several innovativierdrfigs, including The Multimedia
Literature program for grades 3 to 6. Developetl984 and introduced in early 1995, the CD-ROM pobdixtends the A New View reading
program to involve students and teachers in amaotive learning environment. Multimedia Literatiméegrates technology and textbook
curricula, but it can also be used on a stand-adbaisés in schools and homes.

Another example of this trend is a program with AR€ws Interactive that combines School Publishitegidership with ABC News' video
programming expertise. The venture involves praagienultimedia programs which include original amchival ABC News video and
graphics, coupled with McGre-Hill's text, teacher guides, class activities agather resource materi



TESTING AND SUPPLEMENTARY EDUCATION PRODUCTS EXPAND ED

CTB/McGraw-Hill, which produces one-third of thetio&'s standardized education tests, is resporndicganges in the testing market. The
Goals 2000 legislation and numerous state inistivo raise academic standards have created ddoramelv kinds of assessment
instruments. CTB is developing new tests in pritd alectronic forms that will enable schools to sura student achievement in a changing
academic environment.

SRA/McGraw-Hill, which publishes supplementary etartary and secondary school instruction mateffiatsised intently on broadening its
product base in 1994. A number of products areeatly under development, including early childhomhding, science and math materials,
as well as several multimedia, CD-ROM learning piaid.

PROFESSIONAL PUBLISHING

In addition to its leading position in the U. Sheol market, McGraw-Hill also leads in serving edlignal and professional audiences
throughout the world. Through its Professional ialtahg Group, McGravHill serves a global community in business, medicengineering
science and computing. The group is also respan8&iblthe development of the school and collegekatarin Asia, Latin America, Europe
and Canada.

SERVING THE GLOBAL NEED FOR KNOWLEDGE

To effectively serve its broad customer base, Me@Gll has developed a global network of 23 publighcenters providing products in 16
languages. With its long history in the emerginghkets of Asia and Latin America, the company hdseaed prominence unequalled by
other publishers.

The combination of expanding economic developrm&mng demographics and educational investmereiset markets represents excellent
long-term opportunities for McGraw-Hill. The compais already recognized as one of the largest geliblishers in the Spanish language,
the largest Spanish-language medical publishelgdding computer publisher in Spanish througlfiiiation with Microsoft Press and a
very significant force in school and vocational ligting throughout Latin America and Spain. McGrelli-is providing its products in
several Asian languages, most notably Mandarin €3@rand Thai.

LEVERAGING NEW TECHNOLOGIES

McGraw-Hill, well known as a leader in professiomdbrmation, is at the forefront of employing néschnologies to better serve customers.
In 1994, it became the first major publisher to mék full catalog available on the Internet. Baltilized a variety of online services to both
market and distribute its products. This area madyred hundreds of book computer disk packages il 1994, McGraw-Hill's Multimedia
Encyclopedia of Science and Technology was releimseonjunction with the Science Navigator on CDMCOrhis group also released the
DRI/McGraw-Hill Encyclopedia of World Economics @D-ROM. In addition to its electronic products, theborne/ McGraw-Hill unit
published the year's leading references to thedateMcGraw-Hill is recognized as a leading puidisin computer and communications
technology.

COLLEGE PUBLISHING

1994 was a year of restructuring for the Collegasthn. The group revamped its management and riagkeperations and its product list.
Staff was cut 8% and suppliers were consolidated.

The division--which is the U.S.'s third largestlegke publisher--is focused on finding new waysromwgthe business.

The sales force was expanded by over 22% in 198#aaew editorial direction focused on specifitege disciplines was installed across
the board.

As it moves forward, College faces increasing cleanghe market it serves. While college enrolinseare flat, sales of college educational
material are projected to grow by about 4% per.yEae mix of spending on instructional materialshanging. Students are buying fewer
texts and the use of alternative instructional pgels is increasing.

College's strategy is to concentrate its resourcaseas where it can achieve or hold market lesdier Currently, it ranks first in publishing
college foreign-language programs, and its accogrand economic texts sold well during the yeae division is actively exploring
arrangements that would allow it to strengthen sproduct lines and replace weaker or



The College division is already a significant plaiyethe field of custom- publishing, a fast-grogipart of the industry that directly responds
to changing market demands. Texts created frofRritais database (an online collection of informaticom which educators can "build"
electronically their own customized course matsjiare now used on over 1,000 college campusdf994, Primis and the division's
traditional custom-publishing operation were congliiio enhance efforts in this area.

LEGAL PUBLISHING

To protect its traditional franchise and broadsersidurces of revenue, Shepard's |lggadlishing operation strengthened its core protinetin
1994, developing new products aimed at specifiocgads of the market.

One of its major achievements was updating an@seig the 24-volume United States Citations, wisimhtains legal citations that trace the

history of court decisions at the federal level.vwith an increasing number of Shepard's offeritigs,new edition was also produced in a CD-
ROM format.

Shepard's continued to expand into primary law ighliig (which involves compiling and producing tietual laws rather than citations, cc
cases and other supporting information). It produgesktop Codes, a series of volumes on familyita@alifornia; this electronic product
has a potential market of 14,000 lawyers in théonat largest state. Similar efforts are under ¥emyother highly populated state



FINANCIAL SERVICES

The collapse of barriers to the worldwide flow ofarmation, greater access to technology, the djicdtaon of capital markets and the rise of
new financing and investment vehicles provide sigant opportunities for McGraw-Hill's financial séces businesses. In 1994, despite
difficult equity and bond markets, these businegsermed well. This was accomplished by divecsifion and by strengthening and
expanding products and services into domestic atedriational markets.

FINANCIAL INFORMATION SERVICES GROUP

The Financial Information Services Group ("FISG&pghn 1994 as a newly formed organization that coetbunder one roof nine separate
units. By year-end, the Group was reorganized dweay its "vertical" product-line orientation intosengle cohesive business with four
principal operating areas: Equity Services, whittlides S&P equities research, index products and jformation, S&P Compustat
corporate financial data and the S&P Securitiesdaifar brokerage unit; Financial Data Servicebjcl provides real-time news and price
information on global equity, debt, currency andthaoodity markets; Municipal Securities Services, asiihtombines J.J. Kenny municipal
securities print and online pricing, news, intetdelrokerage, information and evaluation servieest DRI/McGraw-Hill, the global
economic advisory, forecasting and consulting servi

With revenues and profits growing in 1994, FISG'ategy for the future is to leverage its strengthd resources in providing information to
capital market participants. That information caveirtually all types of financial instruments (lnding U.S. treasury, corporate and
municipal debt, equities, mutual funds and uniestment trusts, indices, commaodities and foreigrtharge) in a variety of markets (North
and South America, Europe and Asia), via diffefentnats (real-time and online electronic delivgssint publications, multimedia).

GROWTH THROUGH OPEN DISTRIBUTION OF INFORMATION

As part of this strategy, FISG moved toward opetritiution of its information to the finanical matks. Prior to 1994, certain FISG
information was not distributed on a broad basisugh information vendor's "screens,” which are poter terminals used by financial
industry participants to monitor or research madgetditions for trading and investment activitiBg.implementing an open distribution
strategy, whereby agreements with all the majarfaial information vendors are being signed, FIS& increased the universe to which it
can distribute information and analysis to over,800 screens.

NEW PRODUCTS FILL NEW MARKET NEEDS

The development of new applications that build wisteng strengths also contributed to FISG's gromth994. One example is the launch of
the S&P SmallCap 600 Index, a product that sersesl@nchmark for the performance of the fast-grgwimall capitalization equity market.
The new index product leverages S&P's reputatidherequity markets and complements the broad afr&g&P indices that represent the
overall equity market. The products are licensesketurities and futures exchanges, and the Gragives a royalty when futures or options
based on them trade.

Just as FISG's strategic focus helped it to matbleaéxpertise and resources to develop and intedaw products and services, it also
brought greater operating efficiencies and cosinggv Staff was reduced in several areas, as reshtmmgerations were eliminated. Nowhere
was the drive to improve efficiency more notablaertlat DRI/ McGraw-Hill, which was downsized ando@fsed.

FISG's business development strategy and effonteat a time when it faces significant growth opoities in many of the markets it
serves. The globalization of capital markets iséasing the demand for accurate, up-to-the-mimfteration and analysis on a broadening
array of instruments, asset classes and companies.

CONTINUED STRONG INTERNATIONAL GROWTH

With international sales contributing 20% of revenBISG is already active in overseas markets.Qioeip, however, moved in 1994 to
expand and solidify its international products ardvices.

For example, the CUSIP Service Bureau, administeye8&P under a long-term contract with the Amarmi&ankers Association, expanded
ties with the official identifier for Mexican stoskand bonds. MMS International, the Group's reaétglobal information and analysis service
for debt, currency and equity markets, launchedtilAmerican service during the year. This refidbe reintegration of many Latin
American countries and companies into the globpitabmarkets, and their desire to raise fundsnarfce business and operating activities.

Asia is an area of prime potential, and severa@®its expanded and strengthened their activititise region. MMS International
announced plans to open an office in Shanghdirstsin mainland China, which complements its &rig Asian operations in Tokyo, Hong
Kong and Singapore. In Japan, it launched a Japdaaguage product which provides subscribers nétkt-day translations of North
American and European market activity on their sose Platt's, FISG's round-the-clock commaodity imfation service, introduced
Chinawire, the first daily publication, fax anderlservice covering that country's expanding energyket. Another market trend from which
FISG benefits is the move toward managed assegsinthease in mutual funds, separate accountstrusts and other managed assets has
been dramatic over the past decade. As this indhat grown, however, the competitive, regulatorg administrative burdens that asset
management companies face have also increased. mhng such companies are looking to outsource ifif@rmation and evaluatic



services to independent organizations. FISG's K&&y Evaluation Service is clearly the leader ioviding pricing services for tax-exempt
and taxable securities, and its business has gsolwstantially over the last three years.

S&P RATINGS GROUP

S&P Ratings' solid growth in the international atdictured finance ratings business, plus its esirgly successful diversification strategy,
helped it to offset a weak new issue market fopomate and municipal debt in 1994--a year in wisigbh debt financings declined by 35%.

Rating U.S. debt issues remains S&P's core busiAsss now rates very close to the entire domestiporate and municipal bond markets,
S&P's further growth in the field is dependent golical economic factors, chiefly the level of irgst rates. During periods of low interest
rates, financing (and rating) activity booms; dgrperiods of rising rates--such as in 1994--finagactivity declines.

To diversify and grow its revenue sources, and¢ate recurring revenue streams through annudldsed services, S&P Ratings has moved
into areas where it can leverage its outstandipgtegion in the industry and its long-standing ekpe in analyzing and evaluating risk. Over
the last several years, the group has broadengdétsational activities, introduced product exd@ns of existing services and developed and
marketed new risk-evaluation services.

S&P DECENTRALIZES TO BOLSTER INTERNATIONAL GROWTH

The demand for capital by governments and compamigsveloping markets continues to increase. Mzrthese debt issuers, however, are
not well-known in the major financial centers. A&RSRatings helps to increase the universe of fuavdslable to invest in debt financings,
demand for ratings by cross-border issuers consibmigrow. In 1994, for example, the group ratedrtbwly issued debt of Uruguay,
Slovakia and Malta. Sovereign debt ratings arel&agling indicators of the potential for their caigg' private sector financing activities in
the international capital markets.

To capture this international business potenti&P & decentralizing its ratings operations, follog/the concept that analytical services are
best performed as close as possible to the coar@né companies being rated. This increases S&Rdainalysts' understanding of local
market and business developments, as well as gfdtfiermance and financial condition of rated éggitlt also facilitates business
development by enhancing S&P's image among potexntiaomers.

S&P Ratings continued with its globalization andel@ralization strategy in 1994, opening its 1@teinational office, in Hong Kong. S&P
Ratings' international network now numbers over &@df in Frankfurt, London, Madrid, Stockholm, Mex City, Toronto, Tokyo,
Melbourne, Paris and Hong Kong.

NEW MARKETS FOR RATINGS SERVICES

While corporate and municipal bond offerings werkow levels, other ratings areas experienced dyognowth in 1994. Ratings of
structured financings increased sharply duringytrae, reflecting a 20% increase in new issue volimibat asset class.

Ratings of derivatives products companies alsceemed during the year. While the derivatives ingusas weathered some highly publicized
and controversial developments, clients' demandarfd uses of these innovative financial instrumenntinue to multiply. In response, the
number of financial institutions engaged in tradélegivatives has increased; many institutions ftagated separately capitalized, stand-alone
subsidiaries through which their derivatives atidg are conducted. The credit quality of thesepames is often a source of competitive
advantage (or disadvantage) in the marketplacethanrhtings of derivatives products companiesfillincreasingly important market need.

In a related move, S&P Ratings provided counteypésk ratings for some 400 companies engageddargiees trading activities as princip:

or brokers.

Providing expanded risk evaluations for bond fuwds another key area of growth in 1994. Underlyimg growth is the increase in mana
assets (as opposed to individual holdings of sies)j and the increased volatility of those asgeats example, S&P now alerts investors in
bond funds, exotic/hybrid securities and derivatitsg adding an “r' symbol (for market risk) followiits well-known credit rating symbols.

Corporate credit ratings (which involve evaluatogmpanies, many of them non-U.S., that do not el outstanding, but are interested in
benchmarking themselves) was a new area of grawt8&P Ratings in 1994.

Outside the capital markets area, S&P Ratings edgxits risk evaluations of the claims-paying-api{CPA) of insurance companies. In
only a few years, S&P has provided CPAs for-third of its target market of 1,200 U.S. insuremsl 450 no-U.S. insurers



INFORMATION AND MEDIA SERVICES

In 1994, increased advertising expenditures hefpgidhe magazine industry out of a several yeargtislump. In this improving
environment. McGraw-Hill's Information and Mediar@ees businesses continued to focus sharply omawipg their editorial products,
introducing new products and controlling expen8eeadcasting and international trade informatioribesses recorded exceptional growth
in 1994,

BUSINESS WEEK

Business Week celebrated its 65th anniversary 94 1@th a tribute from its industry peers: it wagaaded the National Magazine Award for
General Excellence, the highest honor a magazimevioa The publication's editorial excellence hafpbd make it a global leader, with
worldwide circulation of over 1 million, and a readhip of over 6.7 million per week.

To advance this leadership, the magazine implerdesgeeral changes: new features were added, ititemabhnews coverage was expanded,
special issues were published and its design ayjwivieere updated. Business Week also significattiynthened its business side, bolstering
its strategic planning, business development, ntiadkecirculation and research areas.

Business Week's ad pages improved modestly in 1884 a 4% increase overall, but outperformed tlgyazine industry as a whole.

The sluggish advertising environment over the frstyears has served as a powerful impetus toifgamw growth opportunities. An
immediate priority is to increase circulation odesthe U.S. Non-U.S. circulation now accounts ##0lof total subscriptions and is targeted
for 10% annual growth in the next few years.

To increase Business Week's appeal to internatieadlers, the international edition has been resdwith 50% of its editorial product now
customized for non-U.S. readers. To expand itsgmressin Asia, Business Week again sponsored autxeconference for Asian CEOs in
Taiwan. The Taipei conference is one of many hosyeBusiness Week every year: one is held in Eussfgeanother in South America, in
addition to a series in the U.S.

Capitalizing on the information revolution on whiitlregularly reports, in 1994 Business Week lawttMcGraw-Hill's first interactive
consumer online product through the American Ontiesvork. Business Week Online includes the emtiligorial content of both the U.S.
and international publications; it also featuregutar electronic conferences with the magazinaterdand staff.

PUBLICATION SERVICES

In 1994, Publications Services' focus on reinvitjogpand broadening the scope of its strong fraseshin selected markets paid off. The
business serves over 1 million subscribers in tmputer and communications, aviation, plasticspubals, energy and healthcare markets
worldwide.

To realize its goal of being the leading provideméormation, education and marketing servicegdadarget markets, Publication Services is
increasing database-driven information productssamdices which capitalize on the well-known braagnes of its advertising-driven
magazines and services. The central elements atthiegy are global expansion and continuous dpuednt of new products and services
which are delivered in the customers' chosen farmat

A few examples illustrate Publication Services' rieaus. Aviation Week (in partnership with McGrawvifld SRA unit) produced Liftoff!, a
multimedia educational series, which included avision program that aired on the Arts and Entent&int Network. A number of Publicati
Services businesses organized industry conferammkexhibitions worldwide. Healthcare publicatiexpanded their sponsored newsletters.

Publication Services also continued its internatigrowth in 1994 with the expansion of its edéband testing licensing agreements. BY
for example, is now published in 14 languages i dduntries, following the launch of Arabic- andl@arian-language editions.

CONSTRUCTION INFORMATION

Just as Publication Services is changing the waglivers information to the markets it servesia®ois McGraw-Hill's Construction
Information Group. CIG is the market leader in pdirvg construction information to architects, eregrs, contractors, developers, building
product manufacturers, governments and trade agsnts.

The construction market is slowly recovering aftexeveral-year downturn, which should bode wellGt®. CIG is developing new ways to
deliver information and enhance its customersitgtitd access that information. One example i§i¥&/. Dodge business, which delivers
detailed information on over 500,000 constructionigrts to more than 50,000 customers per yeaerdeyears ago, Dodge began providing
this information electronically and demand for trdine service grew dramatically in 1994. To fostentinued growth in electronic usage,
Dodge is introducing several online product enheresgs in 1995 that will make it easier for custosrteraccess its information on a more
targeted basis



CIG's second business, Sweet's, is also shiftwgras multiple means of distributing data. The &dd its field, Sweet's produces annual

catalogs, containing product information from 02300 building product manufacturers, for distribntvia mail to over 100,000 potential

customers. The business introduced a CD-ROM vexsfids product, called SweetSource, in 1993, amihd 1994 succeeded in attracting
advertisers who had never before advertised iptim version.

CIG's remaining operation includes Architecturat®el, Engineering News- Record and 15 regionallacal publications. These editorial
products were strategically refocused in 1994. Bctidn and distribution operations were consolidagnd an electronic database of editorial
products was created. The unit also sought tort@pgrowing international demand for constructinformation. In 1994 it launched
Construccion del Norte in Mexico, one of the leadmublications in its market.

BROADCASTING

McGraw-Hill's television stations in Denver, Ind&oolis, San Diego and Bakersfield, California, biteé in 1994 from the general rebound
in the broadcast industry's advertising sales-efibly increases in political and automotive adsing. The stations also worked to strengthen
their strong positioning in the local markets tiseyve.

In Denver, for example, McGraw-Hill's KMGH-TV stati will switch its affiliation to the ABC networK:his change will allow KMGH to
capitalize on ABC's programming, which complemehésdemographic characteristics of the Denver maiilkee company's stations in San
Diego and Indianapolis extended their affiliateessgnents with ABC.

TOWER GROUP INTERNATIONAL

Tower Group, the leading provider of such interoradi trade logistics management services as cudtomkerage and freight forwarding,
continued to expand in 1994.

International trade continues to increase, withoetgpfrom and imports to the U.S. growing at ov&r &nnually. As trade increases, more
companies appreciate the efficiency and value tdide service providers, who are expected to ttipdér share of this trade by the year 2000.

To capitalize on this growth, Tower Group initiagdumber of changes during 1994. It signed arusie agreement with Hong Kormgsel
TransGlobal Logistics for international freight fearding services in China, the Far East and Iftli&so purchased TransGlobal's offices in
New York, Miami, Chicago, Los Angeles and San Fisow Tower Group also signed an exclusive agreemigh TradeRef, a Canadi:
software designer, to market its leading tariff &nadle information program in North America.

Tower Group enhanced several key products, inctu@imwerNet, the P-based import management software program for shgements



FINANCIAL REVIEW AND ANALYSIS

OPERATING RESULTS

CONSOLIDATED REVIEW

(in millions) 1994 1993 1992
Operating Revenue $2,760.9 $2 ,195.5  $2,050.5
% Increase 25.8 7.1 55
Operating Profit $ 4513 $ 352.6 $344.3
% Increase 28.0 2.4 10.3
% Operating Margin 16 16 17
Share of Profit of Macmillan/

McGraw-Hill Joint Venture (a) - 3 284 $ 113
Income before Taxes $ 3454 $ 66.3(b) $267.3

Income before Cumulative

Adjustment $ 2031 $ 114 $153.2
Cumulative Effect on Prior

Years of Changes in

Accounting - - $(124.6)

Net Income $ 2031 $ 11.4(b) $ 28.6

(a) Represents McGraw-Hill's 50% share of profitetigh September 30, 1993. Macmillan/McGraw-Hih&al Publishing Company is
consolidated in McGraw-Hill's 1993 fourth quartedal994 full year results reflecting McGraw-Hill80% ownership.

(b) 1993 income before taxes and net income includesual charges of $229.8 million ($160.8 milliwet of tax benefits) related to McGraw-
Hill's acquisition of its partner's 50% interestlie Macmillan/McGraw-Hill School Publishing Compan

REVENUE AND EARNINGS

Operating revenue in 1994 grew to $2,760.9 millamjncrease of 25.8%. Net income was $203.1 millas $4.10 per share, as compared to
$11.4 million, or 23 cents per share in 1993, aftersual charges of $229.8 million ($160.8 millefter taxes or $3.27 per share). Excluding
last year's unusual charges, 1994 net income anthga per share increased 17.9% and 17.1%, réeglgctin 1993, operating revenue
increased 7.1% while income, excluding unusualgdsand before 1992's cumulative adjustment of iBdlion or $3.13 per share,
increased 12.5%. In 1992, net income after the tatime adjustment was $28.6 million, or 58 centsgi®re.

McGraw-Hill completed the purchase of the 50% iestin the Macmillan/McGraw-Hill School Publishi@@pmpany owned by Macmillan
for $337.5 million on October 4, 1993. The compapny owns 100% of Macmillan/McGraw-Hill and it iscluded in McGraw-Hill's
operations from the date of acquisition. McGrawtsliL994 results reflect the first full year of #80% ownership in the former joint venture.
1994 revenues for School Publishing were $538 onilliThe former joint venture is consolidated in Ma®-Hill's results as the School
Publishing market focus group in the Educationa Brofessional Publishing segment. McGraw-Hill'¢6b§hare of the Macmillan/McGraw-
Hill School Publishing Company's profits for 199®ludes only the first three quarters prior to inership. The inclusion of School
Publishing in McGrawHill's consolidated results in 1993's fourth quamereased revenues for the company by $90.7aniltir 4.4%. Due t
the seasonal nature of School Publishing's busidi€88 fourth quarter income was negatively impattg an incremental 8 cents per share
due to the 100% ownership.

In connection with the acquisition of Macmillan/M@sv-Hill, the company recorded unusual charges2@P$ million ($160.8 million net of
tax benefits). The charges consisted of $199.8anitb adjust the company's original investmentdties established in the purchase
transaction and were allocated primarily to goobarild intangibles. In addition, the company recdrdeprovision of $30 million related to
the consolidation of certain functions of MacmillsltGraw-Hill and the company's book publishing @iems. This consolidation should be
completed by mid-1995 and is expected to generataa savings of more than $10 million. The savirggized in 1994 were not significant
as consolidation efforts were underway.

The company's 1992 earnings were impacted by tbptiameh of Statement of Financial Accounting Standa(SFAS) No. 106, Employers'
Accounting for Postretirement Benefits Other Thang$tons, which covers primarily healthcare anditiurance benefits, and SFAS No.
112, Employers' Accounting for Postemployment BeseThe company recorded a charge for the cunvalaffect on prior years of these
changes of $124.6 million (net of tax benefits 84 R million) or $2.55 per share. The cumulativpisiinent reduced 1992 net income to
$28.6 million or 58 cents per share. The compasy atlopted SFAS No. 109, Accounting for Income $ake1992 but its implementation
did not have a significant impact on earnings ekesyit relates to the recognition of tax beneadiigostretirement and postemployment
obligations.

Income as a percent of revenue was 7.4% in 19@htlsi below the 1993 ratio of 7.8% before unustlarges. Return on avera



shareholders' equity was 23.4% in 1994; 1993 returaverage shareholders' equity was 1.3% duestartbsual charges.

Operating revenue increased $565.4 million in 1$&59.4 million of which represents the inclusidrsehool Publishing for the first nine
months of 1994. The remaining increase reflectapsgion in international publishing, financial sees and broadcasting. Operating profit
the three segments increased 28.0% in 1994, wititdwnal and Professional Publishing increasirg4illion, or 154.7%
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Operating profit for this segment, excluding Schl@ablishing, declined 6% due mainly to the shutdofvthe Canadian legal information
business, and competitive pressures in the hontly-stiarket. Financial Services' operating profit impged 8.1% and Information and Media
Services posted an increase of 5.9%. Financiali@'\performance reflects another record yeaewemue by Standard & Poor's Ratings
Group, with a slight decline in profits reflectiptanned investments in new products and servicé<antinued global expansion. The
Financial Information Services Group contributetidstevenue growth and significant gains in opemgiprofit. Revenue and profits improv
at Information and Media Services, led by Broadogstwith gains at Tower Group International and domputers and communications unit
of Publication Services, offset by a decline in @@nstruction Information Group.

In 1993, operating revenue increased $145 mill®9.7 million of which was due to the inclusionSifhool Publishing for the fourth quarter.
Operating profit for the three segments increasé®oan 1993, with Financial Services posting a gditt9.3%. Information and Media
Services posted a decline of 9.6% and EducatiorhPaofessional Publishing declined 21.2%. Exclgdire fourth quarter loss for School
Publishing, operating profit for Educational an@féssional Publishing was flat compared to 1998afR¢ial Services' performance reflected
another record year by Standard & Poor's Ratingsidue to the strong new issue market, expansimad and the introduction of new
products and services. The Financial Informatiorvi8es Group also contributed solid gains. In tldei&tional and Professional Publishing
segment, continued growth in Spanish languagenatemal markets and gains at Shepard's produsetue growth of 1.6%. Continued
softness in the College business reduced profith#®segment. Revenue and profit declines in infdion and Media Services reflected soft
advertising markets in the first half that beganeioound later in the year and continued weaknme#i®ei construction information markets.

EXPENSES

Operating expenses in 1994 increased $230.4 milid?l.8% largely reflecting the inclusion of SchBablishing expenses for the entire
year as compared to only the fourth quarter in 183@luding School Publishing for the first nine mtlos of the year, the company's opera
expenses increased 7.8% reflecting volume increaasaame market focus groups and modest inflatipirareases in key expense catego
such as compensation. In 1994, combined printimglibbg, paper and distribution prices decreased 2% This was due primarily to
successful negotiations with printing, paper, aistriution suppliers, aided in part by the incexhteverage gained through the acquisitio
the Macmillan/McGraw-Hill School Publishing Compai8elling and general expenses increased $161lidmir 22.9%. Most of this
increase was due to the inclusion of School Puipigsfor the first nine months of 1994. A signifi¢gortion of both operating and selling and
general expenses is compensation, which increggedxmately 20% to $761.5 million, largely reflexg the inclusion of School Publishing
for the first nine months of the year. The effefcin@rit increases on 1994 compensation cost waajppately 4.3%. Depreciation and
amortization expense, including amortization ofdwill, intangible assets and prepublication coistsreased $90.4 million, or 64.8% in
1994. This increase is almost entirely due to theréization of goodwill and intangible assets aneppiblication costs for School Publishing
for the first nine months of 1994. The ratio of mdang, selling and general, and amortization agpréeciation expenses to total revenue in
1994 was 86.4% compared to 86.7% in 1993. In 188§otiations with printing, paper, and distributguppliers will help to lessen the
impact of rising postal and paper prices on McGHili-Despite significant postal and paper increageverall manufacturing costs should be
held to an increase of approximately 8%. Compeosaidsts are expected to be up slightly over 4% r@sult of merit increases.

INTEREST EXPENSE

Net interest expense in 1994 was $51.7 million carag to $36.3 million in 1993, an increase of $1hilion due to the full year impact (
the 1993 borrowings to finance the acquisitionhaf additional 50% of the Macmillan/McGraw-Hill Salid®ublishing Company and
increases in interest rates on commercial papeoworgs, partially offset by reduced borrowing I&s/fom the beginning of 1994. The
average commercial paper rate was 4.2% in 1998a% in 1993 reflecting the increasing rates in4,¥hding the year at approximately
5.9%. In 1993, net interest expense decreaseddilli@n because of the decline in interest ratesommercial paper borrowings partially
offset by increased fourth quarter borrowings feg Macmillan/McGraw-Hill School Publishing acquisit.

PROVISION FOR INCOME TAXES

The provision for taxes as a percent of income flegiaxes was 41.2% in 1994 compared to 41.8% i3,1®&cluding the impact of the
unusual charges and related tax benefits of $68milThe reduction in the rate reflects the impacthe state tax rate of the integration of
the operations of the former Macmillan/McGI-Hill School Publishing Compan'
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FINANCIAL REVIEW AND ANALYSIS

SEGMENT REVIEW

EDUCATIONAL AND PROFESSIONAL

PUBLISHING

(in millions) 1994 19 93 1992
Operating Revenue $1,162.2  $667 .5 $567.4
% Increase 74.1 17 .6 6.6
Operating Profit $ 1258 $49 4 $62.7
% Increase/(Decrease) 154.7 (21 .2) 28.2
% Operating Margin 11 7 11

The Educational and Professional Publishing segramists of four market focus groups: Professiédilishing (including International
Publishing, Continuing Education Center, Professi®@ook and Medical Publishing), College, Legabimhation and School Publishing.
School Publishing is included in the segment resudtginning in the fourth quarter of 1993, when Ma&Hill acquired 100% ownership.

The Educational and Professional Publishing segmesenue increased $494.7 million, or 74.1%, inZl92159.4 million of the increase
represents the inclusion of School Publishing ffieréntire year as opposed to only the fourth quart£993. In 1993, revenue increased
17.6%; the increase was 1.6% without the inclusio8chool Publishing revenue of $90.7 million ie flourth quarter. 1994 operating profit
more than doubled to $125.8 million reflecting thelusion of School Publishing for the entire yaad improvement in College. 1993
operating profit declined 21.2% due to the impdd@chool Publishing's fourth quarter loss of $13i8ion, a traditional loss quarter for
school publishers. 1993 operating profits increds&éb excluding the impact of School Publishing.

The Professional Publishing Group accounts for 83%094 segment revenues. For 1994, ProfessiordisAing achieved a 10% increase in
revenue, but profits declined primarily due to tleenpany's $3.7 million share of a write-down byG&nadian subsidiary, McGraw-Hill
Ryerson, for discontinuing CanCite, a legal infotima service providing citations and case law im&#a. Excluding the CanCite write-down
and the Group's loss from its small discontinugzhdase operation, the International Publishing améiin posted increases in revenue and
profits due primarily to the performance of the &Biacific and Ibero-America sectors as a resuli@fggressive pursuit of regional growth
opportunities. The Medical Publishing unit achievedenue and profit growth aided by the releagh@®English version of the 13th editior
"Harrison's Principles of Internal Medicine" anchtiaued focus on operational efficiencies. The Ma@Hill Continuing Education Center
revenue remained flat with last year, while profiecreased largely due to increased costs in dbgaamd maintaining customers.

In 1995, overall market conditions should improlkigrgly for the Professional Publishing Group as ttorld's economic situation continues
to improve. The Asia Pacific sector is strategicalbsitioned to take advantage of the growth oppties in that region. However, the
devaluation and volatility of the Mexican peso @sdmpact throughout Latin America, which had igngficant impact on 1994 operating
results, will slow growth in the Ibero-America sarcin 1995. In 1993, Professional Publishing rexenwere flat with the prior year despite
the adverse impact of recession, economic sluggihand currency devaluation in several major ni&rkiperating profits improved from
international publishing, particularly Ibero-Ameaicand domestic professional book operations offget decline in home-study operations.

The College Group accounts for approximately 129%9%4 segment revenues. In 1994 College revengesaised 2.4% over 1993,
exceeding the industry performance of 1.5% as teddoy the American Association of Publishers. $ales improvement was largely driven
by double-digit growth in Primis Custom Publishiagd strong performances in economics and forgigguage. Double-digit profit
improvement resulted from the favorable sales parémce and expense reductions. Market conditiohsemiain largely unchanged in 1995
as flat enrollments, used books, and student geositivity minimize sales growth potential. Destiese conditions, College is looking to
continue to improve operating performance in 1986ugh continued growth by Primis Custom Publishantarger 1995 front list, and an
increase in the sales force. In addition, 1995 neillect the full year impact of 1994 expense réiduns. For 1993, College revenues were flat
reflecting a weaker than expected front list perfance and operating profits were lower primarilyaassult of higher prepublication costs.

The Legal Information Group (Shepard's) accountsfiproximately 9% of 1994 segment revenues. ShEpaavenues grew significantly as
a direct result of the publication of its singlegest citation revision, the United States Citagicthe continued strong performance of existing
and new citator CD-ROM products; and the ongoiraygin from new primary law topical code productstfipublished in 1993. Overall
profits grew at a rate less than revenue as Shispzodtinues to invest in new product developmadtreew sales initiatives within both its
Citation and Topical Business Units. Shepard'sgqutsjan increase in overall legal industry infolioraspending over the next three years.
The market is in a state
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transition from print to electronibased research products and Shepard's has bedaratiog its new product development efforts paittdy
towards technology-based products. These factotspperating expense controls, should produce gratvEhepard's in 1995. In 1993,
Shepard's revenue grew significantly as a direnilt@f the publication of five new major citat@visions while profits grew at a rate less
than revenue due to certain one-time costs refigdtie growth of the topical publishing business.

The School Publishing Group is comprised of fivagions: School, publisher of textbooks and indfaral materials for elementary (grades
K-8) schools; Glencoe, secondary school (grade®) &id postsecondary publisher; California TesBageau (CTB), producer of
publications and provider of scoring for standaediachievement tests, customized testing and dizedizzducational software products;
McGraw-Hill School Systems, provider of school administraisystems; and Science Research Associates (Siegloper of supplement:
elementary and secondary instructional materials.

School Publishing was included in 1993 segmentlit®esaly for the fourth quarter due to the acqiasitof the Macmillan/McGraw-Hill
School Publishing Company on October 4, 1993. X@ynent results reflect the first full year of Me@rHill's 100% ownership of the
former joint venture. School Publishing accounts4i6% of 1994 segment revenues. School Publishainigagh13% reduction in revenue in
1994 compared to the full year 1993 due to theyedr in the elementary and secondary adoption syhighose states with adoptions, both
School and Glencoe performed well. The most notabtgtions were for School's music and Glencoeth pragrams. In 1994, School
Publishing maintained its position as the large&§.dchool publisher. School Publishing had ayfedlr increase in operating profit due to ¢
reduction measures, including reduced goodwill diration resulting from last year's unusual chai@es consolidation efforts begun in
1992. In 1995, the state adoption cycle imprové® Texas music (School) and early childhood (SR¥ptions are significant as well as the
various high school mathematics (Glencoe) adoptiOnerall, the industry anticipates a double-digitease in revenue. The adoption cycle
will hit another peak in 1997. In 1995, School Rsitihg will benefit from cost savings realized frahe consolidation of certain functions
with the company's other book publishing operations

For the full year 1993, Macmillan/McGral#il revenue grew 22.3% to $617.4 million. Operagtprofit increased 48.0% to $54.6 million. 1
revenue growth resulted from the successful intcida of several new elementary and high schodjms and a favorable state adoption
year. The new elementary reading program exceedeettations in Texas, the largest state adoptid®98. Operating profit in 1993 al
improved due to the absence of charges record&898 for consolidation of certain facilities andeogtions. McGrawHill's 50% share of tr
Macmillan/McGraw-Hill School Publishing Companyfits for 1993 include only the first three quasterior to full ownership. The 1993
share increased to $28.4 million from $11.3 millinri992. The increase reflects the improved 198f#ton cycle and the exclusion of the
1993 fourth quarter loss which is included in Mc@+#ill's consolidated results.

FINANCIAL SERVICES

(in millions) 1994 1993 1 992
Operating Revenue $745.5 $696.9 $61 7.5
% Increase 7.0 128 1 11
Operating Profit $217.2  $200.9 $16 8.4
% Increase 8.1 19.3 1 7.7
% Operating Margin 29 29 27

The Financial Services segment consists of two etddcus groups: Standard & Poor's Ratings GroupFamancial Information Services
Group, which comprises Financial Data Services (MKt8rnational, Platt's, S&P ComStock and S&P M#BkepeEurope); Equity Service
(S&P Equity Investor Services, S&P Compustat andPScurities); Municipal Securities Services [ehny Drake, Kenny S&P Evaluati
Services, Kenny S&P Information Services and CUS&Rvice Bureau) and DRI/McGraw-Hill.

Financial Services revenue increased 7.0% and tpgrarofit rose 8.1% to $217.2 million in 1994.1893, the segment's revenue grew
12.8% and operating profit rose 19.3%.

The Standard & Poor's Ratings Group revenue ineteas1994, despite a 35% decline in CorporateMudicipal Bond issuance. The
International, Insurance and Structured Financtsytisted excellent financial performance offsgttime downturn in core markets. Bond
Fund Risk ratings were introduced in 1994, meaguwiher risk factors in addition to credit risk.n®t new products and product extensions
also produced solid growth. Worldwide expansiondw@tinued in 1994 with the purchase of 100% ofdhing (Spanish Rating Agency) in
which the company previously owned 25% and the imgeof a Hong Kong office which will be operationialJanuary 1995. 1994 profits
declined slightly reflecting investments for expansand new products and services. The Ratings isaoticipates moderate growth in 1995.
International, Structured Finance and Insurancigipate growth while the core units, which are eriely dependent on U.S. Capital Mark
are expected to maintain 1994 levels. In 1993, &&akngs posted then record revenue and recordnggrfargely due to an all-time high in
new issues and refinancing activity in both Corpmand Municipal bond markets. Continued worldwedpansion and implementation of
new initiatives also contributed to 1993's perfonce

The Financial Information Services Group experigngignificant revenue arprofit growth despite less than robust market ctmas. The



overall performance of both the domestic bond andtg markets was depressed as a r¢



of the Federal Reserve's decision to raise inteadss six times in 1994. The Group significanthproved revenues and profits as a result of
strong demand for financial information productei®eas and through cost management efforts at DiAMv-Hill. Internationally, MMS
International, S&P ComStock, and Platt's benefiteth the growth in crossborder capital market itwent and the resulting increase in
demand for market information and analysis. InWh8., general interest rate uncertainty coupleti wisignificant decline in new securities
issuance adversely impacted trading revenues.&e&nhy and S&P Securities. Revenue performancehioGroup's U.S. equity information
businesses, Equity Investor Services and S&P Cotapusgas strong relative to the decline in brokeranglustry profits and resultant cost
cutting efforts by major clients. U.S. equity margerformance is expected to be mixed in 1995 agldehn interest rates will reduce new
issuance volume growth in the bond markets. Thength of the Group's broad array of products amndcs, and continued favorable
conditions in the international markets, shoulddf&ithe Financial Information Services Group ir®59In 1993, the Group achieved revenue
growth, but profits declined due to a poor perfancgat DRI/McGraw-Hill.

INFORMATION AND MEDIA SERVICES

(in millions) 1994 1993 1992
Operating Revenue $853.2  $831.1 $865.6
% Increase/(Decrease) 2.7 (4.0) 1.3
Operating Profit $108.3  $102.3 $113.2
% Increase/(Decrease) 5.9 (9.6) (5.8)
% Operating Margin 13 12 13

The Information and Media Services segment is casagrof five market focus groups: Business WeekliPation Services (including
Computers and Communications Information, Avialdaek, Healthcare Publications and Science and Téatpy), Construction
Information, Broadcasting and Tower Group Inte il

The Information and Media Services segment's resemcreased 2.7% in 1994 and operating profieaeed $6.0 million or 5.9% to $108.3
million. In 1993, revenue decreased 4.0% and ojgy @rofits declined 9.6% to $102.3 million.

The Business Week Group's revenue represents 2280dfsegment revenue. Revenues declined slighthysdrong first half advertising
performance was tempered by a weak second hditiddmestic market while a reverse trend was esipegd in the international
marketplace. North American advertising pages, @asured by the Publishers Information Bureau, wpré%. Profits were negatively
impacted by the revenue decline, increased promaitiexpenses and an increased focus on the Asideetnd995 advertising prospects are
dependent on continued increases in the North Araeradvertising market and strength in internatigrsamurced pages. In 1993, the Group's
revenue and profits declined reflecting a decréaselvertising pages as a rebound in the secoricdhtile year partially offset a decline in
the first half.

The Publication Services Group accounts for 27%9®4 segment revenue. Revenue for the Group gr2% dlue to increased global
advertising and newsletter revenue. Profits in@dasgnificantly as a result of the revenue inaeessd continuing cost containment
programs.

Revenue for the Computers and Communications Irdtion Group grew versus 1993 as a result of stpmnfprmances for LAN Times, D¢
Communications and National Software Testing Latooi@s. Profits for the Group rose sharply yeaydar reflecting the growth in revenue
and the impact of cost containment programs. Irb18% Group will focus on increasing internatiorelenue, introducing additional non-
advertising related services, and continuing thgration of Datapro's product information delivergrh print to electronic media. In 1993,
revenue declined but profits rose as fewer advegtisages at BYTE and a lower subscriber base &ajpro were offset by effective cost
management.

The Aviation Week Group's revenue in 1994 declislgghtly versus 1993 as the gains registered bigdtssletter and conference products
were offset by a declining circulation base. Psofiitr the Group grew primarily as a result of saighense management throughout the year.
In 1995, the Aviation Week Group expects to mamtdominant role in this market with revenue gioepportunities for the Group coming
from expansion of ancillary and international produand services. In 1993, the Aviation Week Graflected significant profit growth
despite a small decline in revenue.

The Healthcare Publications' revenues and progisvower in 1994 as contrasted with 1993 duededdine in overall advertising pages in a
soft marketplace. In 1995, the publications wittriease their focus on healthcare's financial raatifbns, including additional ncedvertising
based product offerings addressing the informatineeds of managed healthcare organizations, ladspénd healthcare manufacturers. In
1993, Healthcare Publications' revenues and praitsined due to severe regulatory and promotipredsures in the pharmaceutical indu

The Science and Technology Group had revenue afil growth in 1994 due to a strong market shaoedase for the Plastics publications
and the introduction of several new conferencesreevesletters in the Energy Group. In 1995, the @nwill continue to focus on introducing
new conference:
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vertical targeted publications, technical referanged electronic services. In 1993, revenue anfitpmere down due to the sluggish global
economy.

The Construction Information Group accounts for 2004994 segment revenue. Results were disappgitith revenue and profits
declining in 1994 versus 1993 as sales lagged behimodest recovery in the construction market,revbbgerall construction contract award
data was up 6% versus the previous year, with ¢élyenon-residential sector reporting a 10% incre@seet's was negatively impacted by
declines in advertising by building product mantifiaers. However, electronic-based products showedg growth in 1994. In 1995, the
contract value of total non-residential buildingeigected to continue its rise, fostering an emwirent conducive to the Group's programs to
increase revenue. Electronic based products sloomglibute significantly in 1995 as existing protiuare enhanced and new electronic
products are introduced to the market. In 1993Ghmup's revenue and profit declined, due to theinaing depressed construction market
impacting Dodge, Sweet's and the Construction niagaz

Broadcasting accounts for 14% of 1994 segment te/efhe Broadcasting Group operates four televisiations: VHF stations in Denver,
Indianapolis and San Diego and a UHF station indBsfield, California. Revenue and operating proféw substantially in 1994 to record
levels. Political advertising played an importawierin that growth. Non-political sales, fueledéxceptionally strong automotive advertising,
were also very strong. Denver showed the greagesniue and profit growth in the Group. The Califamecession continued to dampen sales
growth in Bakersfield and San Diego, until lat¢hie year when San Diego began to rebound. An inippgoeconomy in San Diego, new long-
term ABC affiliation agreements in Indianapolis &ah Diego, and the switch of Denver's affiliatiomm CBS to ABC, should mitigate sol

of the loss of political advertising in 1995. In9B) revenue and operating profit were negativelydnted by the lack of political advertising
and the continuing recession in California.

Tower Group International represents 8% of 1994reey revenue. Tower Group experienced significamemue growth in 1994 from
increased import activity which was fueled by ttrersg performance of the U.S. economy and growthawer's logistics and management
services. Export services benefited from the redogemarkets in Europe. The Group expanded its sereices and strengthened its import
logistics services in key U.S. trade gateways. stments were made in non-transaction products emvices. Profitability improved
significantly, substantially overcoming the impatthese investments and formidable competitivsguees. In 1995, the Tower Group
anticipates strong import growth and a continuatibthe development of its import logistics sergiéeom the Far East. Tower showed strong
revenue growth in 1993 with slower profit growthedio competitive pricing pressures.

LIQUIDITY AND CAPITAL RESOURCES

(in millions) 19 94 1993
Working Capital $116 1 $62.9
Total Debt $762 .8 $928.7
Accounts Receivable (before reserves) $836 7 $791.4
% Increase 6 18

Inventories $213 .3 $215.2
% Increase/(Decrease) Q) 118

Investment in Prepublication Costs $118 4 $745
% Increase 59 42

Purchases of Property and Equipment $77 1 $49.8
% Increase/(Decrease) 55 (11)

The company continues to maintain a strong findmpaaition. Cash flow from operations was $414 imillin 1994, which was sufficient to
cover dividends and outlays for the purchase op@rty and equipment, investment in publishing paogg and reduce commercial paper
borrowings. Cash flow from operations declined #tillion, reflecting the full year ownership of SakiidPublishing in 1994 compared to only
the fourth quarter in 1993. 1993's cash flow betefisignificantly from fourth quarter collections School Publishing receivables, reflecting
the seasonality of the School Publishing businadstiming of the acquisition by the company. Caspemditures in 1994 related to the
consolidation of book publishing operations, priityafior severance costs and lease terminations ghathimal impact on the company's
liquidity.

Working capital at the end of 1994 of $116.1 milliwas $53.2 million above the level at the end3g3lreflecting primarily reduced debt
levels.

The acquisition of the Macmillan/McGralill School Publishing Company in 1993 has increbthe seasonality of the company's busine
The first quarter is the least significant to tleenpany, accounting for 20% of revenues and onlyo7#%come in 1994. In the last half of the
year, the company recognized 56% of revenues ase ¢b 70% of income. This seasonality in revers® immpacts cash flow. While tt
company had a significant decrease in debt in 18@4t of this decline occurred in the fourth quanteflecting cash collections from
customers in the education marki



In 1994, total debt decreased $166 million reflegth reduction in commercial paper borrowings tésglfrom the company's cash flow of
$127 million and a reduction in the year to yeahchalance of $39 million, reflecting the timingazfsh collections relative to commercial
paper maturities. Total debt as a percent of tapltal improved to 45.5% at the end of 1994 fr@8r0% at the end of 1993. In 1993, total
debt increased $445.7 million, including $337.5limil for the purchase of Macmillan's interest indvtallan/McGrawHill and $334.4 milliol
of debt assumed with the acquisition. Shortly ateracquisition, McGraw-Hill prepaid $120 milliarf

Continued on page <



ELEVEN-YEAR FINANCIAL REVIEW

(in thousands, except per-share data)

OPERATING RESULTS BY SEGMENT AND INCOME STATISTICS

OPERATING REVENUE

Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING REVENUE

OPERATING PROFIT (Note c)
Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING PROFIT

Share of profit of Macmillan/McGraw-Hill
School Publishing Company (Notes a and c)

Unusual charges (Notes b and c)

Gain on sale of interest in Nikkei/McGraw-Hill (Not
General corporate (expense)/income (Notes ¢ and e)

Interest (expense)/income -- net

INCOME BEFORE TAXES ON INCOME
Provision for taxes on income

INCOME BEFORE CUMULATIVE ADJUSTMENT

Cumulative effect on prior years of changes in acco

NET INCOME

EARNINGS PER SHARE

Income before cumulative adjustment
Cumulative adjustment (Note f)

Net income

Shares used to calculate earnings per share
Dividends per share of common stock

OPERATING STATISTICS
Return on average shareholders' equity
Income before taxes as a percent of revenue

Income before cumulative adjustment as a percent of

BALANCE SHEET DATA
Working capital

Total assets

Total debt

Shareholders' equity

NUMBER OF EMPLOYEES

1994 1993
$1,162,157 $ 667,444
745,480 696,933
853,232 831,076
2,760,869 2,195,453

125,765 49,374

217,212 200,865
108,343 102,344
451,320 352,583
- 28,376
- (229,800)
ed) - -
(54,134) (48,538)
(51,746) (36,342)

345,440 66,279
142,321 54,838

unting (Note f)

203,119 11,441

$ 203,119 $ 11,441
$ 410 $ 023
$ 410 $ 023

49,499 49,189

$ 232 $ 228
23.4% 1.3%
125 3.0
revenue 7.4 0.5
$ 116,102 $ 62,887
3,008,533 3,084,163
762,805 928,710
913,052 823,008

15,339 15,661

$ 567,363 $ 532,438

617,555 555,820
865,573 854,754
2,050,491 1,943,012

62,746 48,928
168,394 143,056
113,198 120,242

344,338

312,226

11,280 27,483

(50,774)  (34,415)

(37.557)  (46,987)
267,287 258,307
114,132 110,297
153,155 148,010
(124,587) -

3.0% 15.2%
13.0 13.3
7.5 7.6

$ (19,596) $ 29,543

2,508,140 2,515,544
482,991 568,159
908,760 998,975

13,393 13,539

(a) Reflects McGraw-Hill's share of profit of Madtan/McGraw-Hill School Publishing Company throug§eptember 30, 1993.
Macmillan/McGraw- Hill results are consolidatedesffive October 1, 1993 in the Educational and RBsimal Publishing segment.

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

(c) 1989 and 1988 operating profit excludes unushatges of $220 million and $149.6 million, regdpegy, as follows:

1

Educational and Professional Publishing
Financial Services
Information and Media Services

94,
1

Total operating segments

143,

Macmillan/McGraw-Hill joint venture units

Corporate expense

76,

Total company

$220,

$ 33,

5,

989 1988

140 $ 20,534
899 67,155
554 29,009

000 $149,564
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(in thousands, except per-share data)

OPERATING RESULTS BY SEGMENT AND INCOME STATISTICS

OPERATING REVENUE

Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING REVENUE

OPERATING PROFIT (Note c)
Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING PROFIT
Share of profit of Macmillan/McGraw-Hill

School Publishing Company (Notes a and c)
Unusual charges (Notes b and c)
Gain on sale of interest in Nikkei/McGraw-Hill (Not
General corporate (expense)/income (Notes ¢ and e)
Interest (expense)/income -- net

INCOME BEFORE TAXES ON INCOME
Provision for taxes on income

INCOME BEFORE CUMULATIVE ADJUSTMENT
Cumulative effect on prior years of changes in acco

NET INCOME

EARNINGS PER SHARE

Income before cumulative adjustment
Cumulative adjustment (Note f)

Net income

Shares used to calculate earnings per share
Dividends per share of common stock

OPERATING STATISTICS

Return on average shareholders' equity

Income before taxes as a percent of revenue

Income before cumulative adjustment as a percent of

BALANCE SHEET DATA
Working capital

Total assets

Total debt

Shareholders' equity

NUMBER OF EMPLOYEES

1990 1989
$ 534,724 $ 483,666
505,641 432,314
898,273 872,983
1,938,638 1,788,963

70,196 44,107
123,999 85,081
170,788 192,254

ed)

364,983 321,442

21,601 13,688
—  (220,000)

(28,370) 6,546
(55.627)  (35,038)

302,587 86,638
130,112 46,847

172,475 39,791

unting (Note f) -- 8,000
$ 172,475 $ 47,791
$ 353 $ 082

-- 0.16

$

353 $ 098
48,819 48,725

$ 216 $ 200
18.8% 5.3%
15.6 4.8
revenue 8.9 2.7
$ 44,193 $ 22,743
2,534,708 2,208,249
622,372 503,434
954,260 880,154

13,868 13,741

$ 437,590 $ 408,252

399,242 390,131
836,734 801,352
1,673,566 1,599,735

48,185 30,464
81,765 81,557

175,384 176,564
305,334 288,585
2,349 11585
(149,564) -

221,783

5,005 3,418
(5290)  (4,508)

379,617 299,082
194,112 134,288
185,505 164,794

$ 383 $ 327
48,475 50,410
$ 184 $ 168

21.2% 19.5%
22.7 18.7
111 10.3

$ (72,023) $ (66,214)

1,729,562 1,619,935
148,434 186,476
922,803 825,265

13,891 13,879

(in thousands, except per-share data)

OPERATING RESULTS BY SEGMENT AND INCOME STATISTICS

OPERATING REVENUE

Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING REVENUE

OPERATING PROFIT (Note c)
Educational and Professional Publishing
Financial Services

Information and Media Services

TOTAL OPERATING PROFIT

Share of profit of Macmillan/McGraw-Hill
School Publishing Company (Notes a and c)

Unusual charges (Notes b and ¢)

Gain on sale of interest in Nikkei/McGraw-Hill (Not
General corporate (expense)/income (Notes ¢ and e)

Interest (expense)/income -- net

INCOME BEFORE TAXES ON INCOME
Provision for taxes on income

INCOME BEFORE CUMULATIVE ADJUSTMENT
Cumulative effect on prior years of changes in acco

NET INCOME

EARNINGS PER SHARE

1986 1985
$ 327,903 $ 318,853
357,998 327,422
741,891 714,080
1,427,792 1,360,355
37,109 34,328
81,558 72,088
166,679 158,219
285,346 264,635
30,037 29,461
ed) - -
(23,519) (17,609)
3,915 7,840
295,779 284,327
141,770 136,923
154,009 147,404
unting (Note f) -- -
$ 154,009 $ 147,404

$ 302,191
266,296
707,935

(18,720)
10,669



Income before cumulative adjustment $ 304 $ 292 $ 286
Cumulative adjustment (Note f) -- - -

Net income $ 304 $ 292 $ 286
Shares used to calculate earnings per share 50,651 50,541 50,410
Dividends per share of common stock $ 152 $ 1.40 $ 124
OPERATING STATISTICS

Return on average shareholders' equity 18.8% 20.0% 21.9%
Income before taxes as a percent of revenue 20.7 20.9 22.1
Income before cumulative adjustment as a percent of revenue 10.8 10.8 11.3

BALANCE SHEET DATA

Working capital $ 65641 $ 163,236 $ 125,472
Total assets 1,446,588 1,257,735 1,160,538
Total debt 56,403 5,932 4,484
Shareholders' equity 861,418 776,674 697,931
NUMBER OF EMPLOYEES 13,257 13,027 13,338

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

(e) General corporate income for 1989 includesggamdispositions of businesses totaling $48.8nill1988 includes gains on dispositions
of $26.5 million and 1987 includes gains from teé&lement of a portion of the company's pensionigabibn of $20.1 million.

(f) The cumulative adjustment in 1992 reflects dldeption of the provisions of Statement of Finah&zcounting Standards (SFAS) No. 106,
Employers' Accounting for Postretirement Benefitad Than Pensions, and SFAS No. 112, Employemsbéating for Postemployment
Benefits. See Note 1. In 1989, the company receghize cumulative effect of a change in accourfingncome taxes under SFAS No. !



Macmillan/McGraw-Hill notes payable and replacedtttiebt with commercial paper borrowings.

The company's commercial paper borrowings at Deee®b, 1994 were $499 million. This debt is suppdtty an $800 million revolving
credit agreement with a group of banks terminaitnjovember 1999, and $400 million has been clask#s long-term.

The company has $250 million of 9.43% senior ndtesin the year 2000. Under a shelf registratioicvbecame effective with the
Securities and Exchange Commission in 1@®0, the company can issue an additional $25@mitlonsolidated statement of income of ¢
securities. The new debt could be used to replaetion of the commercial paper borrowings withder term securities, when and if
interest rates are attractive and markets are &er

Accounts receivable (before reserves) increased$48lion or 5.7% primarily as result of increasedenue. This year to year increase was
effectively controlled through timely collection&.portion of the increase was in the internatianakket where terms of sales and repayment
are traditionally longer. Number of days sales taunding, a key indicator of collection efficienayas 73 days at year end which is a one day
increase from 1993. During the course of the ydays sales outstanding averaged 75 days whicteis with results achieved in 1993. This
demonstrates that receivables continue to be mdreffgctively despite the growth in internationakmess.

Finished goods and work-in-process inventoriesetesad $7.9 million, or 4%, despite higher revendes,to tighter inventory management
and control. Raw materials, primarily paper, inseth$5.9 million to mitigate rising paper prices.

Capital expenditures for the purchase of propemty equipment totaled $77.1 million in 1994, $49i8iom in 1993 and $55.9 million in
1992. In 1994, there were significant expenditdioeshe purchase of a building which houses somé®tompany's Financial Information
Services' units in New York, leasehold improvememtd equipment purchases for the move of the Sdholishing operations in New York
and computer equipment for the market focus grotips.year to year increase also reflects the 1894dar impact of School Publishing
capital expenditures. Purchases of property angbemnt in 1995 are expected to approximate thd iavE994.

Net prepublication costs decreased to $270.5 milioDecember 31, 1994 as amortization expenseededel 994 spending. Prepublicat
investment totaled $118.4 million in 1994, an irase of $44 million over 1993, reflecting ownersbigBschool Publishing for a full year in
1994. 1995 prepublication investment will increagmificantly, reflecting investment for 1996 andghparily 1997 adoption years as well as
College and Professional Publishing titles.

In 1995, the company expects that cash flow froeraipons will be sufficient to cover dividends, lays for the purchase of property and
equipment, investment in publishing programs amthé&r reduce debt. The quarterly common stock divitiwas increased by two cents in
the first quarter of 1995 to 60 cents per sh
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CONSOLIDATED STATEMENT OF INCOME

Years ended December 31 (in thousands, except per-s

OPERATING REVENUE

EXPENSES:

Operating

Selling and general
Depreciation and amortization

TOTAL EXPENSES

Share of profit of Macmillan/McGraw-Hill School Pub
Unusual charges related to acquisition of additiona
Macmillan/McGraw-Hill School Publishing Company (N
Other income -- net

INCOME FROM OPERATIONS
Interest expense -- net

INCOME BEFORE TAXES ON INCOME
Provision for taxes on income (Note 4)

INCOME BEFORE CUMULATIVE ADJUSTMENT
Cumulative effect on prior years of changes in acco
postretirement and postemployment benefits (Note 1

NET INCOME

EARNINGS PER COMMON SHARE (NOTE 1)
Income before cumulative adjustment
Cumulative adjustment

Net income

Average number of common shares outstanding during

hare data) 1994

$2,760,869

1,286,252
868,932
230,026

2,385,210
lishing Company (Note 2)
1 50% of
ote 2) -
21,527

397,186
51,746

345,440
142,321

203,119
unting for

) -

$ 203,119

$ 4.10

$ 4.10
year 49,499

1993 1992

55,845 977,166
07,277 670,000
39,619 119,219

02,741 1,766,385
28,376 11,280

29,800) -
11,333 9,458

66,279 267,287

023 $ 313
- (2.55)
023 $ 058
49,189 48,889

See accompanying note



CONSOLIDATED BALANCE SHEET

December 31 (in thousands, except share data) 1994 1993
ASSETS

CURRENT ASSETS

Cash and equivalents (Note 1) $ 8,056 $ 47,953
Accounts receivable (net of allowance for doubtful accounts:

1994 -- $78,732; 1993 -- $79,461) 757,949 711,919
Receivable from broker-dealers and dealer banks (No te 1) 23,047 19,136
Inventories:

Finished goods 140,168 166,584
Work-in-process 47,795 29,259
Paper and other materials 25,290 19,385
Total inventories 213,253 215,228
Prepaid income taxes 70,556 92,912
Prepaid and other current assets 51,226 44,634
Total current assets 1,124,087 1,131,782
PREPUBLICATION COSTS (NET OF ACCUMULATED AMORTIZATON:

1994 -- $346,172; 1993 -- $282,052) (Note 1) 270,506 285,445
INVESTMENTS AND OTHER ASSETS

Investment in Rock-Mcgraw, Inc. -- at equity (Note 5) 57,652 53,077
Prepaid pension expense 95,110 87,655
Other 142,502 159,861
Total investments and other assets 295,264 300,593

PROPERTY AND EQUIPMENT -- AT COST

Land 19,295 13,544

Buildings and leasehold improvements 291,554 286,605
Equipment and furniture 477,822 453,303
Total property and equipment 788,671 753,452
Less -- accumulated depreciation 442,889 408,126
Net property and equipment 345,782 345,326

GOODWILL AND OTHER INTANGIBLE ASSETS -- AT COST
(net of accumulated amortization:
1994 -- $336,523; 1993 -- $308,548) (Notes 1 and 2 ) 972,894 1,021,017

$3,008,533 $3,084,163

See accompanying note
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LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES

Notes payable (Note 6)

Accounts payable

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

Accrued compensation and contributions to retiremen
Income taxes currently payable

Unearned revenue

Other current liabilities

Total current liabilities

OTHER LIABILITIES

Long-term debt (Note 6)

Deferred income taxes

Accrued postretirement healthcare and other benefit
Other non-current liabilities

Total other liabilities

Total liabilities

COMMITMENTS AND CONTINGENCIES (NOTES 5 AND 7)

SHAREHOLDERS' EQUITY (NOTES 8 AND 9)

$1.20 preference stock, $10 par value: authorized -
outstanding -- 1,514 shares in 1994 and 1,599 in

Common stock, $1 par value: authorized -- 150,000,0
issued -- 51,459,116 shares in 1994 and 51,458,83

Additional paid-in capital

Retained income

Foreign currency translation adjustments

Less -- common stock in treasury -- at cost
(1,787,007 shares in 1994 and 2,045,457 in
unearned compensation on restricted stock

Total shareholders' equity

1994 1993
$ 105,288 $ 171,143
176,314 178,466
21,909 18,695
58,707 57,508
t plans 118,465 124,648
54,300 42,783
239,715 248,036
233,287 227,616
1,007,985 1,068,895
657,517 757,567
129,750 119,548
s 191,650 190,985
108,579 124,160
1,087,496 1,192,260
2,095,481 2,261,155
- 891,256 shares;
1993 15 16
00 shares;
6in 1993 51,459 51,459
69,314 63,512
923,052 834,250
(45,224) (28,577)
998,616 920,660
1993) 76,987 87,687
8,577 9,965
913,052 823,008
$3,008,533  $3,084,163




CONSOLIDATED STATEMENT OF CASH FLOWS

Years ended December 31 (in thousands)

CASH FLOW FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to cash provide
Depreciation
Amortization of goodwill and intangibles
Amortization of prepublication costs
Provision for losses on accounts receivable
Unusual charges related to acquisition of additi

Macmillan/McGraw-Hill School Publishing Compan

Undistributed share of profit of Macmillan/McGra
Cumulative effect of changes in accounting (Note
Other

Change in assets and liabilities net of effect of a
(Increase)/decrease in accounts receivable
(Increase)/decrease in inventories
(Increase)/decrease in prepaid and other current
(Decrease)/increase in accounts payable and accr
(Decrease)/increase in unearned revenue
Increase/(decrease) in other current liabilities
Increase/(decrease) in interest and income taxes
Increase/(decrease) in prepaid/deferred income t
Net change in other assets and liabilities

Cash provided by operating activities

INVESTING ACTIVITIES

Investment in prepublication costs

Purchase of property and equipment

Acquisition of businesses and equity interests (Not
Disposition of property and equipment

Other

Cash used for investing activities

FINANCING ACTIVITIES

Dividends paid to shareholders

Debt for acquisition of Macmillan/McGraw-Hill
Repayment of commercial paper and other short-term
Repayment of long-term debt -- net

Exercise of stock options

Other

Cash (used for)/provided by financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH

Net change in cash and equivalents
Cash and equivalents at beginning of year

CASH AND EQUIVALENTS AT END OF YEAR

1994 1

$203,119 $ 11,

d by operating activities:

onal 50% of
y (Note 2)

64,281 54,
37,489 27,
128,256 56,
67,508 60,
- 229,

w-Hill joint venture(Note 2) -

1

3,862 1,

cquisitions and dispositions:

(120,286) 79,

(7,026) 11,
assets (6,549) 6,
ued expenses (3,290)
(9,088) 17,
6,082 (15,
currently payable 12,293
axes 39,048 (39,
(1,780) (23,
413,919 465,

e?2)

(118,377) (74,
(77,068) (49,
(1,219) (323,
12,262
3,355

(181,047) (447,

debt -- net

(114,317) (111,
- 337,

(26,

(165,785) (105,

(317) (120,
13,983 19,
(1,450)  (

(267,886) 18,

(4,883) (1,
(39,897) 34,
47,953 13,
$ 8,056 $ 47,

993 1992
441 $ 28,568
941 51,325
939 22,994
739 44,900
401 64,067
800 -
318) (2,030)
-~ 124,587
234 4,042
403  (66,313)
258 1,139
909 1,627
822 20,642
376 20,906
636) 12,816
746 (2,565)
141) 32,857

358) (55,991)

489) (52,485)
808) (55,922)
913) (17,242)
492 920

—~ 9,979

833) (109,386)

611) (81-,;569)

725 (3,401)
228 16,629
953 $ 13,228

See accompanying note
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CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
Years ended December 31, 1994, 1993 and 1992

Less --
Foreign Less - unearned
$1.20 Additional currency common st ock compensation

(in thousands, except preference  Common paid-in  Retained translation in treas ury on restricted
per-share data) $10 par $1 par capital income adjustments atc ost stock
BALANCE AT JANUARY 1, 1992 $17 $51,455 $58,904 $1,015,460 $ (5,833) $102, 976 $18,052
Net income -- - - 28,568 - - -
Dividends ($2.24 per share) - - (109,386) - - -
Exercise of stock options - - 213 - - 4, 505) -
Restricted stock - - 55 - - 20 (2,490)
Foreign currency translation

adjustments -- net - - - - (15,918) - -
Other 1) 4 232 - - 957 -
BALANCE AT DECEMBER 31, 1992 16 51,459 59,404 934,642 (21,751) 99, 448 15,562
Net income -- - - 11,441 - - -
Dividends ($2.28 per share) - - (111,833) - - -
Exercise of stock options - - 4,348 - -- (14, 699) --
Restricted stock - - (302) - - 2, 272 (5,597)
Foreign currency translation

adjustments -- net - - - - (6,826) - -
Other - - 62 - - 666 -
BALANCE AT DECEMBER 31, 1993 16 51,459 63,512 834,250 (28,577) 87, 687 9,965
Net income -- - - 203,119 - - -
Dividends ($2.32 per share) - - (114,317) - - -
Exercise of stock options - - 3,513 - - (10, 470) -
Restricted stock - - 2,093 - -- (1, 569) (1,388)
Foreign currency translation
adjustments -- net - - - - (16,647) - -
Other 1) - 196 - - 1, 339 -
BALANCE AT DECEMBER 31, 1994 $15 $51,459 $69,314 $ 923,052 $(45,224) $ 76, 987 $ 8,577

See accompanying notes.
(in thousands, except
per-share data) Total

See accompanying note

BALANCE AT JANUARY 1,1992  $998,975
Net income 28,568
Dividends ($2.24 per share)  (109,386)
Exercise of stock options 4,718
Restricted stock 2,525
Foreign currency translation

adjustments -- net (15,918)
Other (722)

BALANCE AT DECEMBER 31, 1992 908,760
Net income 11,441
Dividends ($2.28 per share) (111,833)
Exercise of stock options 19,047
Restricted stock 3,023
Foreign currency translation

adjustments -- net (6,826)
Other (604)

BALANCE AT DECEMBER 31, 1993 823,008
Net income 203,119

Dividends ($2.32 per share)  (114,317)
Exercise of stock options 13,983
Restricted stock 5,050

Foreign currency translation

adjustments -- net (16,647)

Other (1,144)

BALANCE AT DECEMBER 31, 1994 $ 913,052




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION. The consolidated ficéal statements include the accounts of all suasies and the company's share
of earnings or losses of joint ventures and af@liecompanies under the equity method of accounfiigignificant intercompany accounts
and transactions have been eliminated.

CASH EQUIVALENTS. Cash equivalents consist of higlduid investments with maturities of three manthr less at the time of purchase.
INVENTORIES. Inventories are stated at the lowecadt (principally first-in, first-out) or market.

PREPUBLICATION COSTS. Prepublication costs, priradiyp outside preparation costs, are amortized fioenyear of publication over their
estimated useful lives, primarily 3 to 5 yearsngsgither the sum-of-the-years-digits or the stralmne method.

GOODWILL AND OTHER INTANGIBLE ASSETS. Goodwill andther intangible assets which arose from acquisitigither consummated
or initiated prior to November 1, 1970 are not atimed unless there has been a reduction in theealthe related assets. Goodwill and other
intangible assets arising subsequent to NovembE97l0 of $1.2 billion at December 31, 1994 and 1298 being amortized over periods of
up to 40 years. The company periodically reviewggodwill to determine if any impairment existséa upon projected, undiscounted net
cash flows of the related business unit.

RECEIVABLE FROM/PAYABLE TO BROKER-DEALERS AND DEALR BANKS. A subsidiary of J.J. Kenny Co. acts asiadisclosed
agent in the purchase and sale of municipal séesifior broker-dealers and dealer banks and theanoynhad matched purchase and sale
commitments of $311.1 million and $424.4 millionCetcember 31, 1994 and 1993, respectively. Onlgehmnsactions not closed at the
settlement date are reflected in the balance stseitceivables and payables.

FOREIGN CURRENCY TRANSLATION. Assets and liabilisi@are translated using current exchange ratespegedain accounts of units
whose functional currency is the U.S. dollar, aramslation adjustments are accumulated in a sepeoatponent of shareholders' equity.
Inventory and property and equipment accounts @ uvhose functional currency is the U.S. dollar anslated using historical exchange
rates and translation adjustments are chargedradied to income.

REVENUE. Tuition revenue from home-study courseg&orded when the contract is accepted. At theegane, provisions for cancellation
and uncollectible accounts, and estimated costsrace the contracts, are recorded.

Units whose revenues are principally from subsimmipincome and service contracts record reveneaased. Units whose revenues are
principally from advertising generally record sufystion income as received. Costs related to suftuns generally are expensed as
incurred.

DEPRECIATION. The costs of property and equipmeatdepreciated using the straight-line method baged the following estimated
useful lives:
Buildings and leasehold improvements -- 15 to 4@&rgé&quipment and furniture -- 3 to 10 years

EARNINGS PER COMMON SHARE. Earnings per common steard common share equivalents are based on thegaveumber of such
shares outstanding during the year. Common shanigagnts consist of $1.20 preference stock, stmtlons and restricted performance
incentive shares. The number of shares issuable epercise of stock options has been reduced byuh®er of common shares assumed to
have been purchased with the proceeds from theisgesf the options. The number of restricted pertmce shares issued has been reduced
by the number of shares assumed to have been hgmeat using unearned compensation as exercisespsce

ACCOUNTING CHANGES. Effective January 1, 1992, twampany adopted the provisions of Statement ofrféiish Accounting Standards
(SFAS) No. 106, Employers' Accounting for Postegtient Benefits Other Than Pensions which requiratsthe cost of such retirement
benefits be recognized during the employees' sepéciod with the company. The company's previgastjte was to recognize the expense
for these benefits as claims or premiums were ddid.company elected to immediately recognizerduasttion obligation and recorded a
charge of $109.5 million, net of income taxes of $Tillion, or $2.24 per share, as the cumulatifeafof a change in accounting as of the
date of adoption. The change increased 1992 postregnt benefits costs by $7.3 million, net of imestaxes of $5.4 million, or $.15 per
share.

Effective January 1, 1992, the company also adategrovisions of SFAS No. 112, Employers' Accongnfor Postemployment Benefits.
The company accrued certain separation benefitslisadbility-related liabilities resulting in a clygr of $15.1 million, net of income taxes of
$10.2 million, or $.31 per share as the cumulatiffect of a change in accounting as of the dasdoption. The adoption of SFAS No. 112
did not have a significant effect on 1992 expense.

The company also changed its accounting for inctames in 1992 to comply with the requirements cASHo. 109, Accounting for Income
Taxes. This change did not hav
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significant effect on 1992 earnings except aslétes to the recognition of tax benefits on postatient and postemployment obligations.
RECLASSIFICATION. Certain prior year amounts haeeb reclassified for comparability purposes.

2. ACQUISITIONS

MACMILLAN/MCGRAW-HILL SCHOOL PUBLISHING COMPANY. OnOctober 4, 1993, the company purchased the 508feisittin the
Macmillan/McGraw-Hill School Publishing Company oathby Macmillan, a subsidiary of Maxwell Communioat Inc., for $337.5 million
in cash. Macmillan/McGraw-Hill had been formed geiat venture in 1989 to combine the company's lsiagmillan's elementary,
secondary, vocational education and test publishirginesses. The company now owns 100% of Macrile@raw-Hill and it is
consolidated in McGraw-Hill's operations from thetel of acquisition of the additional 50% inter&sior to the acquisition of the additional
50% interest, the company accounted for its 50%ré&st under the equity method. The acquisitionacasunted for as a purchase and,
accordingly, the purchase price was allocated # 50 Macmillan/McGraw-Hill's assets and liabilitibased on their estimated fair values at
September 30, 1993. The excess of the purchase @rar the estimated fair value of the net tangilskets acquired was recorded as
identifiable intangibles ($148.6 million) and goady$94.4 million), and is being amortized over 8035 years and 23 to 38 years,
respectively.

In conjunction with the acquisition, the compangaed in the third quarter of 1993 a neturring charge of $199.8 million ($143.2 milli
net of tax benefits or $2.91 per share) primanladjust the company's original investment to valestablished in this transaction. This
charge was allocated primarily to goodwill and ing#bles. In addition, the company recorded a piomisf $30 million ($17.6 million net of
tax benefits or $.36 per share) related to the @atetion of certain functions of Macmillan/McGraMill and the company's book publishing
operations.

The following unaudited pro forma summary preséimsconsolidated results of operations of the campar 1993 and 1992, as if the
acquisition of the additional 50% of Macmillan/ Ma®v-Hill had occurred at the beginning of 1992¢affiving effect to certain adjustments,
including amortization of goodwill and other intalolgs, increased interest expense from debt issufdhd the acquisition and related incc
tax effects. The summary excludes the total nonsré charge of $160.8 million after taxes, butlides its effect on amortization. The
1992 net income and earnings per share are bdfereumulative adjustment for accounting changes.

Years ended December 31

(in millions, except per-share data) 1993 1992
Operating revenue $2,722.2 $2,555.4
Net income 184.0 160.5
Earnings per common share 3.74 3.28

These pro forma results are not necessarily ingeatt those that would have occurred had the aitipn taken place at the beginning of
1992.

A summarized income statement for the Macmillan@viow-Hill School Publishing Company for the ninentits ended September 30, 1993
and for the year ended December 31, 1992 follows:

(unaudi ted)
9 mo nths 12 months
e nded ended
September 30, December 31,

(in millions) 1993 1992
Operating revenue $5 26.7 $504.9
Expenses:
Operating 2 30.9 212.8
Selling and general 1 97.4 215.2
Amortization of goodwill

and intangibles 30.0 40.0
Total expenses 4 58.3 468.0
Operating profit 68.4 36.9
Interest expense 14.2 17.8
Net profit before partners'

income taxes $ 54.2 $19.1

OTHER ACQUISITIONS. The company has made sevetadcquisitions and equity investments at a taiat of $1.2 million in 1994,
$23.1 million in 1993 and $10.6 million in 1992.1892 the company also made earnout paymentsigtd.1 million based upon tl



achievement of earnings goals by businesses adqguiggior years. The effect of these acquisitionghe results of operations for the years
presented was not material.

NON-CASH INVESTING ACTIVITIES. Liabilities assumed itonjunction with the acquisition of businessesaaéollows:

(in thousands) 1994 1993 1992
Fair value of assets acquired $1,520 $ 835,569* $31,034
Cash paid (net of cash acquired) 1,219 323,913 16,742
Liabilities assumed $ 301 $ 511,656 $14,292

* Net of McGraw-Hill's investment in Macmillan/Mc@w-Hill School Publishing Company.
3. SEGMENT REPORTING AND GEOGRAPHIC INFORMATION

A description of each of the company's three segeemd their products, services and markets sesviedluded on the inside back cover of
this Annual Report.

Operating profit by segment and geographic ar¢atad operating revenue less expenses which ameldéo be related to the unit's operating
revenue. ldentifiable assets by segment and geligrapea are those assets that are used in thatimgmeof that unit. Corporate assets consist
principally



of cash and equivalents, investment in Rock-McGilaw, prepaid pension expense and income taxeteasdhold improvements related to
subleased areas.

Foreign revenue and profits are from book publigland financial and information services operationa4 countries. Transfers of books
between geographic areas are recorded at cosa phask-up and intercompany revenue and profitem@nated.

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

SEGMENT REPORTING

Operating Operating  Assets at Depreci ation and Capital

(in thousands) revenue profit December 31 amo rtization+ expenditures++
1994
Educational and Professional Publishing $1,162,157 $125,765 $1,611,302 $171,249 $144,414
Financial Services 745,480 217,212 553,240 29,027 34,613
Information and Media Services 853,232 108,343 564,530 28,550 15,358
Total operating segments 2,760,869 451,320 2,729,072 228,826 194,385
Corporate -- (54,134) 279,461 1,200 1,060
Interest expense -- net -- (51,746) -- -- --
Total company $2,760,869  $ 345,440* $3,008,533 $230,026 $195,445
1993
Educational and Professional Publishing $ 667,444 $ 49,374 $1,619,932 $ 78,794 $87,473
Financial Services 696,933 200,865 542,774 28,027 21,321
Information and Media Services 831,076 102,344 591,034 31,409 15,371
Total operating segments 2,195,453 352,583 2,753,740 138,230 124,165
Macmillan/McGraw-Hill joint venture - 28,376 - -- --
Unusual charges related to acquisition of

additional 50% of Macmillan/McGraw-Hill

School Publishing Company - (229,800) - -- --
Corporate - (48,538) 330,423 1,389 132
Interest expense -- net - (36,342) - -- --
Total company $2,195,453 $ 66,279* $3,084,163 $139,619 $124,297
1992
Educational and Professional Publishing $ 567,363 $ 62,746 $ 628,316 $ 58,948 $ 61,450
Financial Services 617,555 168,394 508,919 26,942 31,125
Information and Media Services 865,573 113,198 634,876 31,931 15,682
Total operating segments 2,050,491 344,338 1,772,111 117,821 108,257
Macmillan/McGraw-Hill joint venture -- 11,280 511,155 - -
Corporate -- (50,774) 224,874 1,398 150
Interest expense -- net -- (37,557) -- -- --
Total company $2,050,491 $267,287* $2,508,140 $119,219 $108,407
1994
United States $2,402,976 $408,846 $2,683,759
Foreign 357,893 42,474 324,774
1993
United States $1,886,425 $316,830 $2,769,691
Foreign 309,028 35,753 314,472
1992
United States $1,737,442  $309,649 $2,239,095
Foreign 313,049 34,689 269,045

* Income before taxes on income.
+ Includes amortization of goodwill and intangilalgsets and prepublication costs.
++ Includes purchases of property and equipmenirarastments in prepublication cos
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4. TAXES ON INCOME

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

(in millions) 1994
Domestic operations $319.3
Foreign operations 26.1
Total income before taxes $345.4

1993 1992
$38.7 $240.3
27.6 27.0

$66.3 $267.3

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

1994

U.S. statutory rate
Unusual charges
Goodwill amortization

35.0%

1.9

Effect of state and local income taxes 6.1

Other -- net

(1.8)

Effective tax rate

41.2%

1993 1992
35.0% 34.0%
33.5 -

13.1 3.7
10.6 8.4
(9.5) (3.4)
82.7%*  42.7%

* Excluding unusual charges, the 1993 effectivertdr was 41.8%.

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

December 31 follow:

(in millions) 1994 1993
Fixed assets and intangible assets $1 17.6 $ 1154
Prepaid pension and other
expenses 61.5 54.8
Unearned revenue 33.0 31.3
Reserves and accruals (1 06.1) (105.3)
Postretirement and

postemployment benefits ( 92.4) (94.5)
Other -- net 45.6 24.9
Deferred tax liability -- net $ 59.2 $ 26.6

The provision for taxes on income consists of tiwing:

(in millions) 1994 1993 1992
Federal:
Current $75.8 $62.8 $43.3
Deferred 28.5 (25.8) 27.5
Total federal 104.3 37.0 70.8
Foreign:
Current 8.8 5.4 9.8
Deferred (3.2) 1.6 (0.7)
Total foreign 5.6 7.0 9.1
State and Local:
Current 20.9 22.6 28.6
Deferred 115 (11.8) 5.6
Total state and local 32.4 10.8 34.2
Total provision for taxes $142.3 $54.8 $114.1

The company made income tax payments totaling $88l®n in 1994, $78.4 million in 1993 and $78.2llilon in 1992.



The company has not recorded deferred income &gpalgcable to undistributed earnings of foreignsidiaries that are indefinitely reinves

in foreign operations. Undistributed earnings antedrio approximately $60 million at December 3194,%xcluding amounts which, if
remitted, generally would not result in any addiibU.S. income taxes because of available forigreredits. If the earnings of such foreign
subsidiaries were not indefinitely reinvested, fedted tax liability of approximately $16 millionauld have been required.

5. INVESTMENT IN ROCK-MCGRAW, INC.

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

The company currently occupies a significant portié the rentable space. The lease is for 30 yaading in the year 2002 and includes
renewal options for two additional 15-year periddsl994, the company paid Rock-McGraw gross anrarghls of $16.4 million (including
various escalation payments) for the occupied spade$17.5 million for space which it has subletethe lease term, the company is
recovering a portion of the rentals through itsrela earnings of Rock-McGraw.

A summary of significant financial information fRock-McGraw follows:

(in millions) 1994 1993 1992
;?evenue $ 61.8 $ 524 $ 47.7
l-\let income 10.0 5.3 4.7
I-Depreciation expense 6.4 5.2 4.0
-Total assets 198.0 178.5 170.9
;\/Iortgage payable 31.2 34.8 38.5
-Total liabilities $ 70.1 $ 60.7 $ 58.3

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

6. DEBT

At December 31, 1994, the company had short-temrotaings of $505 million, of which $499 million regsented domestic commercial
paper borrowings at an average interest rate @b Srturing at various dates during 1995. The comialepaper borrowings are supportec
the revolving credit agreement described below,$@D million has been classified as long-term.

The company has an $800 million revolving credieagnent with a group of banks terminating in Novemt999. Interest rates on amounts
borrowed vary depending upon the source and aedl@s any one of the Eurodollar, Certific



of Deposit or prime rates, at the company's opfidre credit agreement contains various warrantidscavenants that must be complied with
on a continuing basis. The agreement requires anitonent fee on the unused portion of the credé.liit December 31, 1994, there were no
borrowings under the agreement.

In 1990, the company issued $250 million of 9.43%iar notes due September 1, 2000. The notes aeeured and unsubordinated
obligations of the company and are not redeemaptédcompany prior to the maturity date.

At December 31, 1993, the company had short-temrotangs of $671.1 million, of which $667.7 millicepresented domestic commercial
paper borrowings at an average interest rate @b 3r@&turing at various dates during 1994. The comialepaper borrowings were supported
by revolving credit agreements and $500 milliorihef commercial paper borrowings was classifiedag-term.

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

(in thousands) 1994 1993
9.43% senior notes due 2000 $250,000 $250,000
Commercial paper supported

by bank revolving credit agreement 400,000 500,000
Other 7,517 7,567
Total long-term debt $657,517 $757,567

The company paid interest on its debt totaling $$dillion in 1994, $33.8 million in 1993 and $38nlllion in 1992.

The carrying amount of the company's commerciaépaprrowings approximates fair value. The faitueabf the company's 9.43% senior
notes and other long-term debt at December 31, 48641993 totaling $257.5 million and $257.6 millisespectively, based on current
borrowing rates for debt with similar terms and oniies is estimated to be $271 million and $308iam, respectively.

7. RENTAL EXPENSE AND LEASE OBLIGATIONS

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

(in millions) 1994 1993 1992
Gross rental expense $114.4 $100.3 $109.0
Less: sublease revenue 23.7 22.0 23.0
Net rental expense $90.7 $78.3 $86.0

The company is committed under lease arrangemem&siag report of management report of independaditors property, computer
systems and office equipment. Certain of the leassngements, including the lease for the compdmasiquarters building, contain
escalation clauses covering increased costs fbestate taxes and operating services.

Minimum rental commitments under existing noncaabkl leases with a remaining term of more thanyaae, including the company's
headquarters building referred to in Note 5, amnshin the following table. The annual rental coments for real estate through the year
2002 have been reduced by approximately $20 mitiforevenue from existing noncancelable subleases.

(in millions)

1995 $58.6
1996 52.0
1997 42.8
1998 34.2
1999 26.1
2000 and beyond 86.5
Total $300.2

8. CAPITAL STOCK

The $1.20 convertible preference stock may be atedénto common stock at the option of the shaddraat the rate of one share of
preference stock for 3.3 shares of common stock.

The number of common shares issuable for the eseeadistock options was 1,755,114 at December@®34 and 2,054,087 at December



1993. Under the Directors' Stock Payment Plan,8®¢dmmon shares were reserved for issuance anibece31, 1994 and 20,000 at
December 31, 1993.

Two million shares of preferred stock, par valugogt share are authorized; none have been iss0@da® shares have been reserved for
issuance under a Preferred Share Purchase Rigima&bpted by the company's Board of Directors ctoli@r 25, 1989. Under the Plan, one
right for each share of common stock outstanding granted to shareholders of record on Novemb&®&9. Each right entitles shareholders
to buy a 1/100th interest in a share of a seriggeferred stock at an exercise price of $275 ight.rThe rights will not be exercisable or
transferable until a party either acquires benafficivnership of 20% or more of the company's comsi@res or announces a tender offer for
20% or more of the common shares. In the eventdhgany is a party to a merger, reverse mergether business combination, each right
will entitle its holder to purchase, at the exeggisice of the right, a number of shares of comstook of the surviving company having a
market value of two times the exercise price ofrtght. The Plan also gives the Board of Directbies option to exchange one share of
common stock of the company for each right (noteavhy the acquirer) after an acquirer holds 20%éd=s than 50% of the outstanding
shares of common stock. The rights are redeemablaeacent per right until a party acquires 20%nore of the company's common shares
and expire November 6, 1999.

9. STOCK PLAN AWARDS

The company has three stock option plans: the 488131987 Key Employee Stock Incentive Plans and 883 Stock Option Plan. The 1983
Plan, which provided for the grantil
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of incentive stock options and nonqualified stopkians to purchase 1,200,000 shares of the compangimon stock, expired January 25,
1993 except as to options then outstanding.

The 1993 and 1987 Key Employee Stock Incentive Ppmavide for the granting of incentive stock opipnonqualified stock options, stock
appreciation rights, restricted stock awards, detestock (applicable to the 1987 Plan only), beostock based awards to purchase a to
4,600,000 shares of the company's common stog8802000 shares under each plan.

The 1993 Directors' Stock Payment Plan requires20% of eligible Directors' annual retainer bedpai common stock beginning in 1994.
Under this plan, a total of 20,000 shares of stoely be issued. Recipients of stock under this Rtamot required to provide consideration to
the company other than rendering service and Haveght to vote the shares and to receive dividemtle term of the plan is ten years.

Restricted stock performance awards have beenegtamder the 1987 Plan. These restricted stockdsweitl vest only if the company
achieves certain financial goals over various wgstieriods. Recipients are not required to proeumesideration to the company other than
rendering service and have the right to vote tlaeeshand to receive dividends.

1994 option activity was as follows:

1987 Plan 1983 Plan

Outstanding at beginning of year 947,781 452,144
Options granted 442,725 --
Less:
Options exercised 158,879 84,846
Options canceled and expired 66,128 16,003
Outstanding at end of year 1,165,499 351,295
Exercisable at end of year 661,949 292,745
Shares of common stock reserved for
issuance at beginning of year 1,601,943 452,144
Shares of common stock reserved for
issuance at end of year 1,403,819 351,295
Price range of options outstanding
at end of year $52.44 to $44.13 to
$69.75 $67.38
Price range of options
exercised during year $52.44 to $37.00 to
$69.75 $67.38

A total of 117,976 restricted shares were issuethatverage market value of $67.87 in 1994. In 1993209 restricted shares were issued at
an average market value of $61.11. The awardsaeded at the market value on the date of graitially, the total market value of the
shares is treated as unearned compensation ahdriged to expense over the respective vestinggeerior performance incentive shares,
adjustments are also made to expense for changesrket value and achievement of financial goaledsned compensation charged to
expense was $5.2 million for 1994, $3.0 million 1©93 and $3.0 million for 1992. Restricted shanetstanding at the end of the year were
274,947 shares in 1994, 271,120 shares in 19933%n@19 shares in 1992,

10. RETIREMENT PLANS

The company and its subsidiaries have a numbeefoiet benefit pension plans and defined contrilugilans covering substantially all
employees. The company's primary pension plamisnaontributory plan under which benefits are bamsedmployee career employment
compensation. The company also has a voluntaryreéefeompensation plan under which the company meatemployee contributions up to
certain levels of compensation and an Employea&maént Account Plan under which the company couite a percentage of eligible
employees' compensation to the employees' accounts.

For purposes of determining annual pension coglt pervice costs and the net asset at Janual9886, dre being amortized straight-line over
the average remaining service period of employgpsated to receive benefits. The assumed retuplaonassets of 9.5% is based on a
calculated market-related value of assets, whichgeizes changes in market value over five years.

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

(in millions) 1994 1993 1992




Service cost $16.4 $11.5 $10.6

Interest cost 27.7 25.0 21.7
Return on assets:

Actual return (7.4) (45.9) (24.7)
Deferred (37.5) 5.9 (12.1)
Recognized (44.9) (40.0) (36.8)
Amortization of net asset at 1/1/86 (6.1) (6.1) (6.1)
Amortization of prior service cost 1.2 11 --
Net negative pension cost $(5.7) $(8.5) $(10.6)
Assumed rates -- January 1:

Discount rate (interest cost) 7 1/14% 7 3/14% 7 3/14%
Compensation increase factor 6 6 6
Return on assets 91/2 91/2 91/2

The company also has an unfunded supplementalitsepksin to provide senior management with suppteaieetirement, disability and
death benefits. Supplemental retirement benefédased on final monthly earnings. Pension cost$&at million for 1994, $2.2 million for
1993, and $1.9 million for 1992. The accumulatexdfi¢ obligation as of December 31, 1994 was $b3ilBon including vested benefits of
$12.5 million and the projected benefit obligatisas $15.2 million.

Total retirement plans cost was $36.7 million f684, $25.7 million for 1993 and $19.6 million f@92.



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

(in millions) 1994 1993
Actuarial present value of pension benefits:
Vested benefits $(309.2) $(322.1)
Non-vested benefits (13.9) (14.6)
Accumulated benefit obligation (323.1) (336.7)
Additional amount related to projected

compensation increases (19.6) (22.9)
Projected benefit obligation (342.7) (359.6)
Plan assets at market value -- primarily listed

stocks and U.S. government obligations 486.1 485.7
Excess of assets over projected

benefit obligation 143.4 126.1
Unrecognized net asset at 1/1/86 (10.7) (16.7)
Unrecognized prior service cost 8.7 8.3
Unrecognized net gain (56.6) (40.6)
Prepaid pension cost at December 31 $ 8438 $ 771
Assumed rates -- December 31:
Discount rate 8 1/2% 7 1/4%
Compensation increase factor 51/2 6

The company has several foreign pension plans wdoamot determine the accumulated benefits or sexta available for benefits as
disclosed above. The amounts involved are not riahtard are therefore not included.

11. POSTRETIREMENT HEALTHCARE AND OTHER BENEFITS

The company and its domestic subsidiaries proviaiaim medical, dental and life insurance benéditsetired employees and eligible
dependents. The medical and dental plans are batdry while the life insurance plan is nonconttdny. The company currently does not
fund any of these plans.

Postretirement benefits cost was $9.3 million i84,9512.6 million in 1993 and $20.2 million in 1992summary of the components of the
cost in 1994, 1993 and 1992 follows:

(in millions) 1994 1993 1992
Service cost $22 $24 $55
Interest cost 10.6 12.8 14.7
Net amortization and deferral (3.5) (2.6) -
Postretirement benefits cost $9.3 $12.6 $20.2

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

(in millions) 1994 1993
Retirees $(100.9) $(111.2)
Fully eligible plan participants (12.8) (13.4)
Other active plan participants (18.8) (19.1)
Total accumulated postretirement
benefit obligation (132.5) (143.7)

Unrecognized net gain (44.5) (30.1)
Unrecognized prior service cost (24.7) (27.2)
Accrued postretirement benefit obligation $(201.7) $(201.0)

The assumed weighted average healthcare costrmendanges from 11.0% in 1995 decreasing ratalbfy3% in 2002 and remains at that
level thereafter. Increasing the assumed healtlozssietrend rate by one percentage point in edtingwyear would increase the accumulated
postretirement benefit obligation at December 3B4lby $10.5 million and 1994 benefit expense hyt $illion. The weighted average
discount rate used to measure expense was 7.5%®#hand 8% in 1993; the rate used to measure theradated postretirement benefit
obligation was 8.5% in 1994 and 7.5% in 19



Effective in 1993, the company changed its heatthpgéan for future retirees which contributed teduction in 1993 expense of $4.4 million
after tax or $.09 per share. These changes redheeatcumulated postretirement benefit obligatippproximately $30 million, which is
being amortized over the remaining eligibility petiof the active plan participan
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REPORT OF MANAGEMENT
TO THE SHAREHOLDERS OF MCGRAW -HILL, INC.

The financial statements in this report were pregdny the management of McGraw-Hill, Inc., whicliésponsible for their integrity and
objectivity.

These statements, prepared in conformity with gelyesiccepted accounting principles, and includingpunts based on management's best
estimates and judgments, present fairly McGraw'dHilhancial condition and the results of the compmoperations. Other financial
information given in this report is consistent witiese statements.

McGraw-Hill's management maintains a system ofrirkeaccounting controls designed to provide reaBmnassurance that the financial
records accurately reflect the company's operat@miaisthat the company's assets are protected a@pEasConsistent with the concept of
reasonable assurance, the company recognizehi¢halative costs of these controls should notexdke expected benefits in maintaining
these controls. It further assures the qualityhefftnancial records in several ways: a progranmtefrnal audits, the careful selection and
training of management personnel, maintaining gauizational structure that provides an appropdatesion of financial responsibilities,
and communicating financial and other relevantqiedi throughout the corporation. The financialestants in this report have been audited
by Ernst & Young LLP, independent auditors, in ademce with generally accepted auditing standdrds.independent auditors were
retained to express an opinion on the financiaéstants, which appears in the next column.

McGraw-Hill's Board of Directors, through its Audiommittee, composed entirely of outside directisrsesponsible for reviewing and
monitoring the company's financial reporting andaamting practices. The Audit Committee meets pkcally with management, the
company's internal auditors and the independeritaado ensure that each group is carrying outsispective responsibilities. In addition,
independent auditors have full and free accedsaet@d\udit Committee and meet with it with no repragaéives from management present.

/sl JOSEPH L. DI ONNE

JOSEPH L. DI ONNE
Chai rman and Chi ef Executive O ficer

/'s/ ROBERT J. BAHASH

ROBERT J. BAHASH
Executive Vice President and Chief Financial Oficer

REPORT OF INDEPENDENT AUDITORS

THE BOARD OF DIRECTORS
AND SHAREHOLDERS OF MCGRAW -HILL, INC.

We have audited the accompanying consolidated balsimeets of McGraw-Hill, Inc. as of December 394land 1993, and the related
consolidated statements of income, shareholdeugtyeand cash flows for each of the three yearthénperiod ended December 31, 1994.
These financial statements are the responsibilithiecompany's management. Our responsibility exipress an opinion on these financial
statements based on our audits. The 1992 finasizis@ments of the Macmillan/McGraw-Hill School Asbing Company (in which the
company had a 50% interest in 1992) were auditedkttogr auditors whose report has been furnished;tonsofar as our opinion on the
consolidated financial statements for 1992 reltidbe data included for Macmillan/McGraw-Hill Said’ublishing Company, it is based
solely on their report.

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

In our opinion, based on our audits and the reploother auditors (for the period referred to abjpttee consolidated financial statements

referred to above present fairly, in all materedpects, the consolidated financial position of M&a&Hill, Inc. at December 31, 1994 and

1993, and the consolidated results of its operatand its cash flows for each of the three yeatisérperiod ended December 31, 1994, in
conformity with generally accepted accounting piples.

As described in Note 1 to the consolidated findrst@ements, in 1992 the company changed its rdethaccounting for income taxes,
postretirement benefits other than pensions antépgdoyment benefits.



/'s/ ERNST & YOUNG LLP

New Yor k, New Yor k
February 2, 1995



SUPPLEMENTAL FINANCIAL INFORMATION
Quarterly Financial Information (unaudited)

(in thousands, except per-share data)

1994

Operating revenue
Income before taxes
Net income
Earnings per share

1993
Operating revenue

Income/(loss) before taxes (Note a)

Net income/(loss) (Note a)
Earnings per share

1992
Operating revenue
Income before taxes

Income before cumulative adjustment
Cumulative effect of changes in accounting (Note b)

Net income/(loss)
Earnings per share:

Income before cumulative adjustment

Cumulative adjustment

Net income/(loss)

First Second Third
quarter quarter quarter
$559,774  $648,279 $855,517
25,454 81,702 153,338
14,967 48,041 90,162
0.30 0.97 1.82
$466,947  $490,907 $554,969
26,614 71,748 (108,804)
15,250 43,177 (91,868)
0.31 0.88 (1.87)
$454,808  $484,275 $532,724
21,579 64,214 103,497
12,365 36,794 59,304
(124,587) - -
(112,222) 36,794 59,304
0.25 0.75 1.22
(2.55) - -
(2.30) 0.75 1.22

Fourth Total
quarter year

$697,299 $2,760,869
84,946 345,440
49,949 203,119
1.01 4.10

$682,630 $2,195,453
76,721 66,279
44,882 11,441
0.91 0.23

$578,684 $2,050,491
77,997 267,287
44692 153,155
-~ (124,587)

44,692 28,568

0.91 3.13
- (2.55)
0.91 0.58

(&) The third quarter of 1993 includes unusual gharelated to the acquisition of the addition&e5if Macmillan/McGraw-Hill School
Publishing Company of $229.8 million ($160.8 mitliafter taxes, or $3.27 per share). See Note 2.

(b) The first quarter 1992 cumulative adjustmergamprised of after-tax charges for changes in aaiiog for postretirement benefits of

$109.5 million or $2.24 per share and postemployrbenefits of $15.1 million or $.31 per share. Sete 1.

HIGH AND LOW SALES PRICES OF MCGRAW -HILL COMMON STOCK ON THE NEW YORK STOCK EXCHANGE*

First quarter
Second quarter
Third quarter
Fourth quarter

697/8-621/2 64
77 1/4-66 3/8 69
74 3/4-637/8 75

Year

771/4-621/2 75

1993 1992
7/8-561/2 $633/8-56 1/2
3/8-551/4 66 1/2-571/2
7/8 -58 3/8 59 3/8 - 53
1/4 -653/4 63 1/4-571/2
1/4-551/4 66 1/2-53

* The New York Stock Exchange is the principal merén which the company's

shares are trade



Exhibit (21)
McGRAW -HILL, INC.

Subsidiaries of Registrant

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

State or Percentage
Jurisdiction of Voting
of Securities
Incorporation Owned
McGraw-Hill, Inc. New York Registrant
CM Research, Inc. New York 100
Capitol Radio Engineering
Institute, Inc. Delaware 100
*National Radio Institute Delaware 100
Columbia Computing Services, Inc. Delaware 100
Computer and Communications
Information Group, Inc. New Jersey 100
DRI Europe, Inc. Delaware 100
Editorial McGraw-Hill/Interamericana
del Caribe, Inc. New York 100
International Advertising/
McGraw-Hill, Inc. Delaware 100
J.J. Kenny Company, Inc. New York 100
*J.J. Kenny Drake, Inc. New York 100
*Kenny Services, Inc. New York 100
Liberty Brokerage Investment Corp. Delaware 25
McGraw-Hill Broadcasting
Company, Inc. New York 100
McGraw-Hill Capital, Inc. New York 100
*International Valuation
Services, Inc. Delaware 40
McGraw-Hill Financial
Publications, Inc. Delaware 100
McGraw-Hill International
Enterprises, Inc. New York 100
McGraw-Hill News Bureaus, Inc. New York 100
McGraw-Hill Publications Overseas
Corporation New York 100
MMS International Nevada 100
Money Market Directories, Inc. New York 100
Rock-McGraw, Inc. New York 45
Shepard's/McGraw-Hill, Inc. Delaware 100
S&P ComsStock, Inc. New York 100
Standard & Poor's International
Ratings, Ltd. New York 100
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Standard & Poor's Ltd.
Standard & Poor's Securities, Inc.
Tower Group International, Inc.
Calificadora de Valores,
S.A.de C.V.
Columbia Administration Software
Publishing Corporation
Columbia Computing Services, Ltd.
Editora McGraw-Hill de
Portugal, Ltda.
Editorial Interamericana, S.A.
Editoriales Pedagogicas
Associadas, S.A.
McGraw-Hill Book Company Australia
Pty. Limited
*McGraw-Hill Book Company
New Zealand, Pty. Limited
*Standard & Poor's (Australia)
Pty. Ltd.
McGraw-Hill Data Services -
Ireland, Ltd.
McGraw-Hill Holdings (U.K.) Limited
*McGraw-Hill International
(U.K.) Limited
McGraw-Hill Information Systems
Company of Canada Limited
McGraw-Hill/Interamericana
de Chile Limitada
McGraw-Hill/Interamericana
de Espana, S.A.
*Standard & Poor's Espana, S.A.
McGraw-Hill/Interamericana de Mexico,
S.A.de C.V.
*Ediciones Pedagogicas, S.A. de C.V.
McGraw-Hill/Interamericana de Venezuela
S.A.
McGraw-Hill/Interamericana, S.A.
*Editora McGraw-Hill de Espana S.A.
McGraw-Hill Libri Italia
McGraw-Hill Ryerson Limited
Medical China Publishing Limited
MHFSCO, Ltd.
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State or
Jurisdiction
of
Incorporation
Delaware
Delaware
New York

Mexico

British Columbia
Canada

Portugal
Colombia

Guatemala
Australia
New Zealand
Australia

Ireland
Great Britain

Great Britain
Ontario, Canada
Chile

Spain
Spain

Mexico
Mexico

Venezuela
Panama
Panama

Italy

Ontario, Canada
Hong Kong
United States
Virgin Islands

Percentage

of Voting

Securities
Owned

100
100

100
100

100
100
100
100

100
100

100
100
100

100
100

100
100

100
100
100
100
25

100



Nueva Editorial Interamericana,
S.A.de C.V.
Nordisk Rating AB

Science Research Associates, Pty., Ltd.

Science Research Associates, Limited

Standard & Poor's - ADEF

Standard & Poor's International, S.A.

Tata McGraw-Hill Publishing Company
Private Limited

*Subsidiary of a subsidiary.
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State or
Jurisdiction
of
Incorporation

Mexico

Sweden
Australia

United Kingdom
France

Belgium

India

Percentage

of Voting

Securities
Owned

100
100
100
100

100

40



Exhibit (23)

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference is nnual Report on Form 10-K of McGraw-Hill, Ind. @ur report dated February 2, 1995,
included in the 1994 Annual Report to ShareholdéitdcGraw-Hill, Inc.

Our audits also included the consolidated finanstialement schedule of McGraw-Hill, Inc. listedtem 14 (a). This schedule is the
responsibility of the Company's management. Oyrarsibility is to express an opinion based on auiita. In our opinion, the consolidated
financial statement schedule referred to abovenvdomsidered in relation to the basic financialestents taken as a whole, presents fairl
all material respects, the information set fortaréin.

We also consent to the incorporation by referendbe Registration Statement on Form S-3 (No. 38633 pertaining to the Debt Securities
of McGraw-Hill, Inc. and in the Registration Statemts on Form S-8 pertaining to the 1983 Stock @pfitan for Officers and Key
Employees (No. 2-84058), the 1987 Key Employee Shocentive Plan (No. 33-22344), the 1993 Key Emip Stock Incentive Plan (No.
33-49743), the 1993 Stock Payment Plan for Direcfhio. 33-49741), and The Savings Incentive PladaBraw-Hill, Inc. and Its
Subsidiaries, The Employee Retirement Account BfavicGraw-Hill, Inc. and Its Subsidiaries, The Says Incentive Plan of Standard &
Poor's Corporation and Its Participating Subsid&rThe Employee Retirement Account Plan of Stah&8adPoor's Corporation and Its
Participating Subsidiaries, Employees' Investmda Bf McGraw-Hill Broadcasting Company, Inc. atsl $Subsidiaries (No. 33-50856) and
in the related prospectuses of our report dateduaeyp 2, 1995 with respect to the consolidatedrfaial statements incorporated therein by
reference, and our report included above with retsfpethe consolidated financial statement schehaleided in this Annual Report (Form
10-K) of McGraw-Hill, Inc.

/'s/ ERNST & YOUNG LLP

New Yor k, New Yor k
March 23, 1995
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ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET¢
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

COMMON
PREFERRED MANDATORY
PREFERREL

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

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

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

YEAR
DEC 31 199
DEC 31 199

8,05¢

0
836,68:
78,73:
213,25!
1,124,08
788,67
442,88
3,008,53
1,007,98!
0

51,45¢
15

0

0
3,008,53.
2,760,86!
2,760,86!
2,385,21
2,385,21
0

67,50¢
51,74¢
345,44(
142,32:
203,11¢
0

0

0
203,11¢
4.1C

4.1C



Year

1994

1993

1992

Exhibit 99
McGRAW -HILL, INC.
SCHEDULE Il - RESERVE FOR DOUBTFUL ACCOUNTS

Years ended December 31, 1994, 1993 and 1992
(Thousands of dollars)

Balance at Additions Balance
beginning charged at end
of year to income Deductio ns Other of year
GV
$79,461 $67,508 $68,23 7 $ - $78,732
80,768 60,401 65,53 4 3,826 (B) 79,461
74,157 64,067 57,51 6 60 (C) 80,768

(A) Accounts written off, less recoveries.

Reserves acquired in connection with the purchése o

(B) Macmillan/McGraw-Hill School Publishing Co.

(C) Geo. S. Bush & Co., Inc.
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