Table of Contents

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

A QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2012

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 1-1023

The McGraw-Hill Companies 1.,

(Exact name of registrant as specified in its @rart

New York 13-1026995
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No.)
1221 Avenue of the Americas, New York, New York 10020
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area cadg:512-2000

Not Applicable

(Former name, former address and former fiscal,yEelnanged since last report)

Indicate by check mark whether the registrant @ filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange

Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requodile such reports), and (2) has been
subject to such filing requirements for the pastiags.

YESM NOO

Indicate by check mark whether the registrant liésnstted electronically and posted on its corpo¥absite, if any, every Interactive Date
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files).

YESM NOO

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definition of “large accelerated filtaccelerated filer” and “small reporting compdrg Rule 12b-2 of the Exchange Act.

O
M Large accelerated filer O Accelerated filer O Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting compa
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExgfe Act).
YESO NOM

On July 16, 2012 there were 280.2 million sharesoofimon stock (par value $1.00 per share) outstgndi




Table of Contents

The McGraw-Hill Companies, Inc.

INDEX

PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
Report of Independent Registered Public Accourfimm
Consolidated Statements of Income for the threesanthonths ended June 30, 2012 and 2011
Consolidated Statements of Comprehensive Incoméhéothree and six months ended June 30, 2012 @il 2
Consolidated Balance Sheets as of June 30, 20k2nileer 31, 2011 and June 30, 2011
Consolidated Statements of Cash Flows for the sirths ended June 30, 2012 and 2011

Notes to the Consolidated Financial Statements
Item 2. Managemerg Discussion and Analysis of Financial Conditiod &esults of Operations (Unaudited)

Item 3. Quantitative and Qualitative DisclosuresoAbMarket Risk
Item 4. Controls and Procedures

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

Item la. Risk Factors
Item 2. Unregistere8&ales of Equity Securities and Use of Proceeds

Iltem 6. Exhibits
Signatures

Page Number

SBER o~ w

RS BBBE
Nk ki,




Table of Contents

Report of Independent Registered Public Accountingrirm
The Board of Directors and Shareholders of The Me@GHill Companies, Inc.

We have reviewed the consolidated balance sheg@hefMcGrawHill Companies, Inc., as of June 30, 2012, andriiated consolidatt
statements of income and comprehensive incomethéothree-month and sixonth periods ended June 30, 2012 and 2011, anckldte:
consolidated statements of cash flows for thensonth periods ended June 30, 2012 and 2011. Thesecfal statements are the responsit
of the Company’s management.

We conducted our review in accordance with thedsteas of the Public Company Accounting Oversighamlo(United States). A review
interim financial information consists principalty applying analytical procedures and making inggiiof persons responsible for financial
accounting matters. It is substantially less inpgcthan an audit conducted in accordance withtdredards of the Public Company Accoun
Oversight Board, the objective of which is the egsion of an opinion regarding the financial staets taken as a whole. Accordingly, we
not express such an opinion.

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

We have previously audited, in accordance with stendards of the Public Company Accounting Ovetsibard (United States), t
consolidated balance sheet of The McGHM-Companies, Inc. as of December 31, 2011, d&=drelated consolidated statements of inc
equity, and cash flows for the year then ended,pnesented herein, and in our report dated FebraP®12, we expressed an unquali
opinion on those consolidated financial statements.

/s/ ERNST & YOUNG LL

New York, New York
July 26, 2012
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PART | — FINANCIAL INFORMATION

The McGraw-Hill Companies, Inc.

Consolidated Statements of Income

(Unaudited)
(in millions, except per share amounts) Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Revenue:
Product $ 462 $ 52: % 75€ % 821
Service 1,08¢ 1,03« 2,12 1,997
Total revenue 1,547 1,557 2,87¢ 2,81¢
Expenses:
Operating-related expenses:
Product 212 23¢ 37¢ 411
Service 361 354 72¢ 68t
Total operating-related expenses 574 59: 1,10¢ 1,09¢
Selling and general expenses 56€ 58C 1,11¢( 1,08:
Depreciation 23 25 46 50
Amortization of intangibles 17 14 32 29
Total expenses 1,182 1,21z 2,29: 2,25¢
Other income — 13 — (13
Operating income 36E 35¢ 58€ 57:
Interest expense, net 20 20 41 39
Income from continuing operations before taxes omicome 34k 33¢ 54t 534
Provision for taxes on income 12¢ 122 19¢ 194
Income from continuing operations 22C 21€ 347 34C
Loss from discontinued operations, net of tax — — — ()]
Net income 22C 21€ 347 33¢
Less: net income attributable to noncontrollingests 4 (5) (8) (8
Net income attributable to The McGraw-Hill Companies, Inc. $ 21€  § 211  § 33¢ § 331

Amounts attributable to The McGraw-Hill Companies, Inc. common

shareholders:
Income from continuing operations

$ 21€ $ 211 $ 33¢ $ 332

Loss from discontinued operations, net of tax — — — (1)

Net income

$ 21€ $ 211 $ 33¢ % 331

Earnings per share attributable to The McGraw-Hill Companies, Inc. common

shareholders:

Basic $ 077 % 0.7C % 1.2z $ 1.0¢

Diluted $ 0.7¢ $ 0.6¢ $ 1.1¢ $ 1.07
Average number of common shares outstanding:

Basic 279.7 303.¢ 278.¢ 304.<

Diluted 285.% 309.2 284.t 309.¢

Dividend declared per common share

$ 0258 % 028 % 051 $ 0.5C

See accompanying notes to the unaudited consdiidiai@ncial statements.
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The McGraw-Hill Companies, Inc.

Consolidated Statements of Comprehensive Income
(Unaudited)

(in millions) Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Net income $ 22C % 21€ % 347 % 33¢
Other comprehensive income:
Foreign currency translation adjustment, net ofttamefit of $5 million
and $6 million for the three and six months endete330, 2012 and $4
million and $7 million for the three and six montirsded June 30, 2011 (37) 5 (29 34
Pension and other post-retirement benefit plantsoikaxes of $7
million and $10 million for the three and six mositanded June 30,
2012, respectively, and $3 million and $6 millia@m the three and six
months ended June 30, 2011, respectively 13 10 18 14
Unrealized loss on investments and forward exchaogéracts, net of
tax benefit of $1 million for the three and six ntmmended June 30,
2012 and $2 million and $4 million for the threedaix months ended
June 30, 2011, respectively 2 2 (1) (6)
Comprehensive income 194 22¢ 34t 381
Less: comprehensive income (loss) attributableotacontrolling interests 2 5) 5 (10
Comprehensive income attributable to The McGraw-Eidmpanies, Inc. $ 19€ % 224 $ 34C  $ 371

See accompanying notes to the unaudited consdiidiai@ncial statements.
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The McGraw-Hill Companies, Inc.

Consolidated Balance Sheets

- June 30, December 31, June 30,
(in millions) 2012 2011 2011
(Unaudited) (Unaudited)
ASSETS
Current assets:
Cash and equivalents $ 83 $ 944 $ 1,30(C
Short-term investments 3 29 25
Accounts receivable, net 1,10z 1,04t 1,002
Inventories 29¢ 263 34C
Deferred income taxes 25¢ 26C 281
Prepaid and other current assets 144 13¢€ 25k
Total current assets 2,64( 2,67¢ 3,20:
Prepublication costs, net 34z 32t 351
Property and equipment, net 482 50C 501
Goodwill 2,29¢ 2,04¢ 1,98¢
Other intangible assets, net 1,267 60¢ 62C
Other non-current assets 28¢ 267 284
Total assets $ 7,31C % 6,427 $ 6,94/
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 23z ¢ 347 % 33€
Accrued royalties 5C 11¢ 48
Accrued compensation and contributions to retirerpéans 38t 51C 38C
Short-term debt 40C 40C —
Income taxes currently payable 111 29 82
Unearned revenue 1,32: 1,30 1,244
Other current liabilities 37¢ 422 432
Total current liabilities 2,87¢ 3,13( 2,52
Long-term debt 79¢ 79€ 1,19¢
Pension and other post-retirement benefits 494 513 43€
Other non-current liabilities 61€ 40z 451
Total liabilities 4,78¢ 4,84: 4,60¢
Commitments and contingencies (Note 14) — — —
Redeemable noncontrolling interest (Note 10) 79z — —
Equity:
Common stock 412 412 412
Additional paid-in capital 44z 94 134
Retained income 7,29 7,667 7,23:
Accumulated other comprehensive loss (429 (42%) (327)
Less: common stock in treasury (6,059 (6,240 (5,197
Total equity — controlling interests 1,66: 1,50¢ 2,25¢
Total equity — noncontrolling interests 67 76 81
Total equity 1,73( 1,58¢ 2,33¢
Total liabilities and equity $ 7310 § 6,421 $ 6,944

See accompanying notes to the unaudited consdiidiai@ncial statements.
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The McGraw-Hill Companies, Inc.

Consolidated Statements of Cash Flows

(Unaudited)
(in millions) Six Months Ended
June 30,
2012 2011
Operating Activities:
Net income $ 347 % 33¢
Adjustments to reconcile net income to cash praviol operating activities:
Depreciation (including amortization of technolqgyjects) 60 64
Amortization of intangibles 32 30
Amortization of prepublication costs 63 76
Provision for losses on accounts receivable 4 4
Deferred income taxes 4 —
Stock-based compensation 47 41
Other 15 17
Changes in operating assets and liabilities, neffett of acquisitions:
Accounts receivable (20 3
Inventories (33 (63)
Prepaid and other current assets (16) (16)
Accounts payable and accrued expenses (35)) (269)
Unearned revenue 2 16
Other current liabilities (44) (13
Net change in prepaid/accrued income taxes 96 10C
Net change in other assets and liabilities 47 9
Cash provided by operating activities 15¢ 33¢
Investing Activities:
Investment in prepublication costs (79 (60)
Capital expenditures (42 (45
Acquisitions, net of cash acquired (249 (12€)
Proceeds from dispositions of property and equigmen 1 20
Changes in short-term investments 26 3
Cash used for investing activities (243) (2149
Financing Activities:
Dividends paid to shareholders (14%) (152)
Dividends paid to noncontrolling interests (12) 9
Repurchase of treasury shares — (300
Exercise of stock options 134 80
Excess tax benefits from share-based payments 7 2
Cash used for financing activities (15) (379
Effect of exchange rate changes on cash (5) 29
Net change in cash and equivalents (208) (22€)
Cash and equivalents at beginning of period 944 1,52¢
Cash and equivalents at end of period $ 83 $ 1,30(

See accompanying notes to the unaudited consdiidiai@ncial statements.
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The McGraw-Hill Companies, Inc.

Notes to the Consolidated Financial Statements
(Unaudited)

1. Basis of Presentatio

The accompanying unaudited financial statemenighef McGraw-Hill Companies, Inc. (together with @snsolidated subsidiaries, "McGraw-
Hill," the “Company,” “we,” “us” or “our”) have been prepared in accordance with accountingiples generally accepted in the United St

of America (“U.S. GAAP”) for interim financial infonation and with the instructions to Form 10-Q ahdicle 10 of Regulation Sk.
Accordingly, they do not include all of the infortiem and footnotes required by U.S. GAAP for conplnancial statements. Therefore,
financial statements included herein should be faagbnjunction with the financial statements amdes included in our Annual Report
Form 10-K for the year ended December 31, 2011 ‘thonual Report”).

In the opinion of management all normal recurrimfuatments considered necessary for a fair stateofetme results of the interim peric
have been included. The operating results forhheetand six months ended June 30, 2&&2not necessarily indicative of the results thay
be expected for the full year, partially due to Hemsonal nature of some of our businesses. Asudt,reve have included the consolide
balance sheet as of June 30, 2011 for comparativeopes. Certain priogrear amounts have been reclassified to conformhéocurrer
presentation.

We have reported our Broadcasting Group, previourstjuded in our Commodities & Commercial (“C&C9egment, as a discontint
operation. We completed the sale on December 3D] 20id, accordingly, the results of operationshef Broadcasting Group for all pr
periods presented have been reclassified to réfiedbusiness as a discontinued operation andstetsaand liabilities of the business have
removed from the consolidated balance sheet aseoémber 31, 2011 and reclassified as held for aalef June 30, 2011See Note 3 f(
further discussion.

Our critical accounting estimates are disclosedtém 7, Managemens Discussion and Analysis of Financial ConditiondaResults «
Operations, in our Annual Report. On an ongoing basis, weluata our estimates and assumptions, includingettretated to reven
recognition, allowance for doubtful accounts antbsaeturns, inventories, prepublication costsoanting for the impairment of lonlied
assets (including other intangible assets), goddwitl indefinite-lived intangible assets, retirempltans and postetirement healthcare a
other benefits, stockased compensation, income taxes and contingeriilese the date of our Annual Report, there havenbe materi
changes to our critical accounting policies andhestes.

2. Growth and Value Plar

On September 12, 2011, we announced that our Bafalidrectors have unanimously approved a comprafiersrowth and Value Plan tt
includes separation into two public companies: Moa&Hill Financial, focused on content and analyfasthe financial markets, and McGraw-
Hill Education, Inc. focused on education serviaad digital learning. The separation will be accbsmed through a series of transactior
which the assets, liabilities and operations ofcheent McGraw-Hill Education segment ("MHE") ofd@rawHill on a global basis will t
transferred to McGraw-Hill Education, Inc. or eigt#t that are, or will become prior to the separatiubsidiaries of McGrawill Education
Inc. Each shareholder of McGraw-Hill will receivaeoshare of McGraw-Hill Education, Inc. common ktéar every three shares of McGraw-
Hill common stock held on the record date for thare distribution. Current holders of McGraiill stock will also retain their shares
McGraw-Hill.

We received a favorable tax ruling from the IntédRavenue Service on April 23, 2012, which providest the separation of McGraill
Education, Inc. will be tax free to the Company d@sdshareholders. In addition, we filed the idit\dcGraw-Hill Education, Inc. Form 1
registration statement with the U.S. Securities Brchange Commission on July 11, 2012. We expecbitoplete the separation by the en
2012 through a spin-off of the education businesshe Company shareholders, subject to various conditions agiilatory approval
including final Board approval. While we are pursyia separation as described above we are als@lgiotivaluating other options to deli
shareholder value, including a potential sale of H

For the three and six months ended June 30, 20&2recorded $42 million and $75 milligrespectively, of Growth and Value Plan reli
costs. These are costs necessary to enable separatiuce our cost structure, accelerate growthirsgrease shareholder value. Specific
these costs relate to professional fees, transactets for our S&P/Dow Jones Indices, LLC joinbge, severance charges, and for th
months, a charge related to a reduction in oueleasnmitments, and are included in selling and gemxpenses in the consolidated staten
of income. Total costs incurred to date relatetheoGrowth and Value Plan are $85 million .
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3. Acquisitions and Divestitures

Acquisitions

Acquisition of Coalition Development Ltd.

On July 4, 2012, CRISIL, our majority owned Indianedit rating agency, completed the acquisitionQufalition Development Lt
(“Coalition”), a privately-held U.K. analytics corapy, and its subsidiaries. Coalition provides hégitt analytics to leading global investrr
banks and other financial services firms. Coalitidt be integrated into CRISIL's Global ResearctA&alytics business within our Standar
Poor's Ratings segment. Including the pro formaaichpn earnings, the acquisition of Coalition was material to our consolidated finan
statements.

Acquisition of Dow Jones Index Business

On June 29, 2012 (the "Acquisition Date"), we ctbsar transaction with CME Group, Inc. (“CME Groyaind CME Group Index Servic
LLC (“CGIS”"), a joint venture between CME Group and Dow Jonesog@n@any, Inc., to form a new company, S&P/Dow Jdneges, LLC
(“S&P/DJ Indices”). We own 73% and CME Group andIS@ollectively own 27% of S&P/DJ Indices. In exolga for their 27%minority
interest, CME Group and CGIS contributed their Dadones Index (“DJI”) business; in exchange for o8%7and controlling interest, v
contributed our Standard & Poor's Index (“S&P Infexusiness. The DJI business focuses on the devetdmhénancial benchmarks used
licensees to create exchangaded funds, option contracts and futures cordraeided on exchanges as well as used as a neteiatuat
economic performance. The combination of thesenessies creates the world's largest provider ohéiiah market indices; we expect
increase revenue through international and asasts-@xpansion, new product development, enhancdetata offerings and increased cross-
selling opportunities. The proforma impact on raxerand earnings from our joint venture with the buakiness was not material to
consolidated results for the three and six montised June 30, 2012.

The terms of the operating agreement of S&P/DJckslicontain redemption features whereby interestd hy minority partners a
redeemable. See Note 10 for further discussion.

Acquisitior-Related Expenses

During the three and six months ended June 30, 2@ Company incurred $15 million of acquisiticdiated costs related to the formatio
S&P/DJ Indices. These expenses are included imgelhd general expenses in our unaudited consetiddatements of income.

Preliminary Allocation of Purchase Pric

Because we consolidate S&P/DJ Indices, we haveeapptquisition accounting to the S&P/DJ Indicestdbuted businesses and their res
of operations will be included in our consolidatedults of operations subsequent to the Acquisiiate.

The fair value of the DJI business acquired of $#8lion was estimated by applying a market approach andame approach. This fi
value measurement is based on significant inputsoheervable in the market and thus representsval L2 measurement. The fair va
estimates of the proportionate shares of the dartgd businesses are based on, but not limitefutore expected cash flows, appropr
discount rates ranging from 10% to 11% , long tgrowth rates of 2.5 to 3.5%assumed financial multiples of companies deerodxtsimila
to the DJI, and market rate assumptions for contedobligations. S&P Index continues to be recdrdeits historical or carry-over basis.

At the Acquisition Date, our noocentrolling interest has been recorded at thevigine of DJI we acquired plus the proportionateriest of th
S&P Index business at our carry-over basis. AsioEJB0, 2012 we recorded a redeemable noncontrolling intenestir consolidated financ
statements (see Note 10 for further discussiomhefpreliminary fair value of 27% of S&P/DJ Indices $792 milliondue to the redemptis
provisions described above, representing CME Gsoaipd CGIS' interest in S&P/DJ Indices.

The estimated values are not yet final and areestibp change, and the changes could be signifigdatwill finalize the amounts recognizec
soon as possible as we obtain the information sacgdo complete our analysis.

The tables below present the consideration trarexfeand the preliminary allocation of purchaseet@the assets and liabilities
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of the DJI business acquired as a result of threséretion.

Consideration Transferred

(in millions)

Fair value of 27% of S&P Index exchanged $ 571

Fair value of noncontrolling interest associatethvidJI 221
Total $ 79z

Preliminary Purchase Price Allocation

(in millions)
Current assets $ 82
Intangible assets:
Other intangibles 633
Goodwill 96
Property and equipment 4
Current liabilities (23
Total net assets $ 792

The intangible assets, excluding goodwill, will &@ortized over their anticipated useful lives, hieill be determined when we finalize
purchase price allocation.

Income Taxe

We are responsible for the tax matters for S&Pilides, including the filing of returns and the awistration of any proceedings with tax
authorities. For U.S. federal income tax purpoS&H/DJ Indices is treated as a partnership. Thenrecof S&P/DJ Indices will flow throu
and be subject to tax at the partners' level. Hew&&P/DJ Indices is expected to incur current deféérred income taxes in a limited nun
of states and localities and its foreign subsidmgére expected to incur immaterial current andrded foreign income taxes.

We recognized $216 million of nocurrent deferred tax liabilities in connection wittME Group and CGIS acquiring an indil
noncontrolling interest in the S&P Index busines&xchange for our acquisition of a portion of mterest in the DJI business. Becaust¢
maintained control of the S&P Index business, tkeess of fair value received over historical cargyvalue and the related tax impact v
recorded in additional paid-in capital.

Goodwill and Identifiable Intangibles

Goodwill consists primarily of intangible assetattldo not qualify for separate recognition, inchgliassembled workforce, noncontrac
relationships and agreements. Because our allocafipurchase price and estimated values of idabtd assets and liabilities are not yet fi
the amount of total goodwill and identifiable inggioles are not yet final and subject to change. géwdwill is not expected to be deductible

tax purposes.

Acquisition of Credit Market Analysis Limited

On June 29, 2012 we acquired Credit Market Analysigted (“CMA”) from the CME Group. CMA providesidependent data in the over-the-
counter markets. CMA's data and technology will ard® our capability to provide clear, reliable imic and related over-thesunte
information. CMA will be integrated into our S&P fital 1Q / S&P Indices segment. Including the paynfia impact on earnings, -
acquisition of CMA was not material to our consatied financial statements.

Acquisition of QuantHouse

On April 3, 2012 we completed the acquisition ofa@tHouse, an independent global provider of endri-systematic loatency market da
solutions. QuantHouse will be integrated into o&PSCapital 1Q / S&P Indices segment. The acquisitidlows us to offer unique retime
monitors, derived data sets and analytics as veetha ability to package and resell this data asqgfea core solution. Including the pro for
impact on earnings, the acquisition of QuantHouae mot material to our
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consolidated financial statements.

Acquisition of R Technologies

On February 8, 2012, we completed the acquisitfidR2olrechnologies (“R?"). R2 provides advanced skl scenaritvased analytics to trade
portfolio and risk managers for pricing, hedgingl aapital management across asset classesillR¥e integrated into our S&P Capital I¢
S&P Indices segment. Including the pro forma impawtearnings, the acquisition of Rfas not material to our consolidated finar
statements.

Divestitures
We did not complete any dispositions during thensonths ended June 30, 2012 .

During the three months and six months ended Jap2@L1 , we recorded a pretax gain of $13 millithin other income in the consolida
statements of income, which related to the satmuiointerest in LinkedIn Corporation in their imitipublic offering. This investment was hel:
our C&C segment.

On December 30, 2011, we completed the sale oBtbadcasting Group with The E.W. Scripps Comparhyjis Bale followed our previous
announced plan to pursue the divestiture of ouaBecasting Group, which was part of our C&C segmiata result, the results of operati
of the Broadcasting Group for all prior periodsgeeted have been reclassified to reflect the bssiae a discontinued operation, and the ¢
and liabilities of the business have been removesnh the consolidated balance sheet as of Decenihé0d 1and reclassified as held for <
as of June 30, 2011 .

The key components of loss from discontinued ofpmratconsist of the following for the three and signths ended June 30, 2011 :

(in millions) Three Months Six Months
Revenue $ 23 % 44
Costs and expenses 22 44
Loss before taxes on income 1 —
Provision for taxes on income (@) Q)
Loss from discontinued operations, net of tax $ — § 1)

The components of assets and liabilities class#iediscontinued operations and included in prepadlother current assets and other cu
liabilities in the consolidated balance sheet cstrndi the following as of:

(in millions) June 30,
Accounts receivable, net $ 18
Property and equipment, net 25
Other intangible assets, net 46
Other current assets 8
Assets held for sale $ 98
Accounts payable and accrued expenses $ 7
Other current liabilities 5
Liabilities held for sale $ 12
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4. Supplementary Balance Sheet Data

. - June 30, December 31, June 30,

(in miliions) 2012 2011 2011
Accounts receivable — allowance for doubtful acdsun $ 52 $ 58 7C
Accounts receivable — allowance for sales returns 12C 187 14¢€
Prepublication costs — accumulated amortization 1,12C 1,06¢ 95k
Property and equipment — accumulated depreciation 1,00¢ 1,06¢ 1,05¢

5. Fair Value Measurement:

In accordance with authoritative guidance for failue measurements, certain assets and liabiéitiesequired to be recorded at fair value
classified within a fair value hierarchy based pputs used when measuring fair value. We have imags in equity securities classifiec
available-forsale and an immaterial amount of forward excharugéracts that are adjusted to fair value on a réaaybasis. The fair values
our investments in available-feale securities were determined using quoted maykees from daily exchange traded markets ani
classified within Level 1 of the valuation hierayciThe fair values of our available-for-sale setiesi are $11 million , $14 million an$ilZ
million as of June 30, 2012 , December 31, 201d amne 30, 2011 , respectively, and are includedtier noneurrent assets in t
consolidated balance sheets.

Other financial instruments, including cash andiesjants and shorterm investments, are recorded at cost, which apades fair valu
because of the shaierm maturity and highly liquid nature of thesetinments. The fair value of our total borrowings éach period present
is $1.3 billion and was estimated based on quotaiket prices.

6. Income Taxe:

For the three and six months ended June 30, 204 2@Mh1 , the effective tax rate for continuing @tiens was 36.3%Including discontinue
operations, the effective tax rate was 36.4% ferttitee and six months ended June 30, 2011 .

At the end of each interim period, we estimate dhaual effective tax rate and apply that rate to adinary quarterly earnings. The
expense or benefit related to significant, unusuaxtraordinary items that will be separately mégw or reported net of their related tax eff
and are individually computed, are recognized @ittierim period in which those items occur. Inifidd, the effect of changes in enacted
laws or rates or tax status is recognized in ttexiim period in which the change occurs.

As of June 30, 2012 , December 31, 2011 and Jon2@ 1, the total amount of federal, state and local, faneign unrecognized tax bene
was $66 million , $57 million and $62 millionrespectively, exclusive of interest and penalti&e recognize accrued interest and peni
related to unrecognized tax benefits in interegieese and operating expense, respectively. Iniaddit the unrecognized tax benefits, a
June 30, 2012 , December 31, 2011 and June 3Q,,20& had $15 million , $13 million and $15 mikiprespectively, of accrued interest
penalties associated with uncertain tax positions.

7. Debt
(in millions) June 30, December 31, June 30,
2012 2011 2011
5.375% Senior Notes, due 2042 $ 40C $ 40C $ 40C
5.9% Senior Notes, due 2017 39¢ 39¢ 39¢
6.55% Senior Notes, due 2037 39¢ 39¢ 39¢
Notes payable 1 — —
Total debt 1,19¢ 1,19¢ 1,19¢
Less: short-term debt including current maturities 40C 40C —
Long-term debt $ 79¢ % 79¢ % 1,19¢

1 Interest payments are due on February 15 and Adgusind, as of June 30, 2012 , the unamortizetidistount is less than $0.1 milliorThese senit
notes will mature on November 15, 2012.

2 Interest payments are due on April 15 and OctoBeafd, as of June 30, 2012 , the unamortizeddistount is $0.5 million
3 Interest payments are due on May 15 and Novemheaarith as of June 30, 2012 , the unamortized dstouint is $1.3 million
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Currently, we have the ability to borrow $1.2 lmifliin additional funds through our commercial papegram, which is supported by dbit.z
billion three-year credit agreement (our “creditilitdy”) that will terminate on July 30, 2013. Weayp a commitment fee of 15 to ®&sis point
for our credit facility, depending on our crediting, whether or not amounts have been borrowedcanently pay a commitment fee B€
basis points. The interest rate on borrowings undercredit facility is, at our option, calculatading rates that are primarily based on eithe
prevailing London InteBank Offer Rate, the prime rate determined by thmiaistrative agent or the Federal funds rate.deotain borrowing
under this credit facility there is also a spreaddu on our credit rating added to the applicadtie rAs of June 30, 201 2ve have not utilize
our credit facility for additional funds.

Our credit facility contains certain covenants. Ty financial covenant requires that our indebtss to cash flow ratio, as defined in
credit facility, is not greater than 4 to 1 , ahitcovenant has never been exceeded.

8. Employee Benefit:

We have a number of defined benefit pension planksdefined contribution plans covering substantiall employees. Our primary pens
plan is a noncontributory plan under which bendits based on employee career employment compamshtiDecember 2011, our Boarc
Directors approved a plan amendment that frozeJoBr Employee Retirement Plan (“U.S. EREfflective on April 1, 2012. Our U.S. ERP |
defined benefit plan. Under the amendment, no neyl@yees will be permitted to enter the U.S. ERE aa additional benefits for curre
participants for future services will be accruettisTamendment decreased our pension benefit tiabilby $129 million as obecember 3:
2011 , and resulted in an after-tax decrease inmaatated other comprehensive loss of $82 milli®te also recorded an immaterial amout
pension plan curtailment expense in 2011 as atrektile plan amendment.

We also have unfunded ndhsS. benefit plans and supplemental benefit pl@hs. supplemental benefit plans provide senior memegt witl
supplemental retirement, disability and death beefertain supplemental retirement benefits asell on final monthly earnings. In addit
we sponsor voluntary 401(k) plans under which we miatch employee contributions up to certain lewdlsompensation as well as profit-
sharing plans under which we contribute a percentdigligible employees’ compensation to the emgésy accounts.

We also provide certain medical, dental and liunance benefits for retired employees and eligieleendents. The medical and dental |
are contributory, while the life insurance plam@ncontributory. We currently do not prefund anyhadse plans.

The components of net periodic benefit cost forretirement plans and post-retirement plans foptérods ended June 30 are as follows:

(in millions) Three Months Ended Six Months Ended
2012 2011 2012 2011

Retirement Plans
Service cost $ @ $ 16 % 18 % 34
Interest cost 23 25 46 5C
Expected return on plan assets (32) (32 (62 (64)
Amortization of actuarial loss 8 8 16 15

Net periodic benefit cost $ 1 3 17 3 18 $ 35

Post-Retirement Plans

Service cost $ — 3 1 3 1 3 1
Interest cost 2 1 3 3
Amortization of prior service credit 1) — (1) —

Net periodic benefit cost $ 1 3 2 % 3 § 4

For the three and six months ended June 30, 262 United Kingdom retirement plan accounted foméillion and $2 million, respectively
of the net periodic benefit cost attributable te finded plans. For the six months ended June@, ,2our United Kingdom retirement pl
accounted for $2 million of the net periodic beheést attributable to the funded plans.

As discussed in our Annual Report, we changed icedigcount rate assumptions on our retirementgosdretirement plans and our expec
return on assets assumption for our retirementsplahich became effective on January 1, 2012. Tleeteof the
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assumption changes on retirement and post-retireexgense for the three and six months ended Jun203.2did not have a material impi
to our financial position, results of operationsash flows.

In the first six months of 2012 , we contributed$2illion to our retirement plans and expect to make additioaquired contributions
approximately $15 million to our retirement plangidg the remainder of the year. We may elect tteradditional nomequired contributior
depending on investment performance and the pepsonstatus in the second half of 2012.

9. Stock-Based Compensatio

We issue stock-based incentive awards to our édigimployees and Directors under termployee stock ownership plans (the 1993 and
Employee Stock Incentive Plans) and a Director BeteStock Ownership Plan. No further awards magtasted under the 1993 Employ
Stock Incentive Plan, although awards granted uttderplan remain outstanding in accordance witkirtterms. The remaining outstand
options under the 1993 Employees Stock Incentiga Riill have fully met their maximum term in thesfi quarter of 2013. The 2002 Emplo
Stock Incentive Plan permits the granting of norifjed stock options, stock appreciation rightsffpemance stock, restricted stock and ¢
stock-based awards.

Stock-based compensation for the periods ended3uiseas follows:

(in millions) Three Months Ended Six Months Ended
2012 2011 2012 2011
Stock option expense $ 2 3 6 $ 8 $ 12
Restricted stock and unit awards expense 25 17 39 29
Total stock-based compensation expense $ 27 % 23 % 47 % 41

As of June 30, 2012 , December 31, 2011 and JOn2@.1 , we issued 0.7 million , 4.4 million ané Pillion common shares, respectivt
upon exercise of certain stock options outstanding.

Historically, we have granted equity awards to employees at the beginning of the second quarteveter, given the timing of our Grov
and Value Plan initiatives we have decided to dgfanting these awards until the third quarter@f2 The vesting period of these awards
be reduced to have a similar vesting date as i&tierds were granted at the beginning of the seqaader.

10. Equity

Stock Repurchases

In 2011, the Board of Directors approved a newkst@purchase program authorizing the purchase abug0.0 million shares (the2011
Repurchase Program”), which was approximately bf%he total shares of our outstanding common stidkat time. Share repurchases
the periods ended June 30 were as follows:

(in millions, except average price) Three Months Ended Six Months Ended

2012 2011 2012 2011
Toltal number of shares purchased — 2011 RepurdPraggam 01 . 0.c .
Total number of shares purchased — 2007 Repurdbraggam — 4.4 — 7.7
Average price paid per share $ — 3 40.1C $ — 38.9¢
Total cash utilized $ — $ 177 $ — $ 30C

1 Represents shares received at the conclusion ointtelared Accelerated Share Repurchase Agreetiesctibed in more detail belc

Our purchased shares may be used for general edepourposes, including the issuance of sharestdok compensation plans and to offse
dilutive effect of the exercise of employee stogitians. As of June 30, 2012 , 22.7 milli@hares remained available under the .
Repurchase Program. The 2011 Repurchase Prograno leegiration date and purchases under this
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program may be made from time to time on the oparket and in private transactions, depending orketaronditions. As obecember 3:
2011 , there were no remaining shares availablerithe 2007 stock repurchase program.

Accelerated Share Repurchase Program

On December 7, 2011 we entered into two separatel&ated Share Repurchase Agreements (“ASR Agrasievith a financial institutio
to initiate share repurchases, aggregating $50@mil

e The first ASR Agreement was structured as arollemed ASR Agreement for the repurchase of $250aniof shares at a per sh
price equal to the volume weighted average pris8\(AP") of our common stock between December 7, 284d February 22, 2012.

e The second ASR Agreement was structured as pedapSR Agreement for the repurchase of $250 milibshares at a per sh
price that was capped based on 1168tthe VWAP of our common stock during the periadnfi December 7, 2011 throt
December 21, 2011. This capped price set the mmimumber of shares that will be repurchased.

Uncollared ASR Agreement

We paid $250 million on December 12, 2011 and rexbian initial delivery of approximately 5 millisshares from the financial instituti
subject to a 20% , or $50 millionholdback. At the conclusion of the uncollared AB&eement, which occurred on February 22, 201:
received 0.8 million additional shares bringing tb&al shares repurchased under the uncollared A@RRement to approximately million
shares.

Capped ASR Agreement

We paid $250 million and received approximately Biom shares representing the minimum number of commaneshto be repurchas
based on a calculation using a specific cappeck grés share. At the conclusion of the capped ASReé&gent, which occurred on April
2012, we received 0.1 million additional shares\@irig the total shares repurchased under the capf&lAgreement to approximatey
million shares.

The ASR Agreements were accounted for as two tcdiose; a stock purchase transaction and a fonstrdk purchase contract. The ini
delivery of shares resulted in an immediate redactf our outstanding shares used to determinewmighted average common shi
outstanding for purposes of calculating basic aihget! net earnings per share. The forward stogklmse contract is classified as an e«
instrument. As of June 30, 2012 and December 311 2€he excess amount paid on a per share basikdaninimum shares purchased ul
the capped ASR Agreement was recorded as a reductiadditional paida capital in our consolidated balance sheets. e levaluated tl
Capped ASR Agreement for its potential dilution awa result, these additional shares were natded in our weighted average dil
earnings per share calculation because their effeatd be antidilutive.

Redeemable Noncontrolling Interests

The agreement with the minority partners of our 8&PIndices partnership discussed in Note 3 coatademption features whereby inter
held by minority partners are redeemable eitheat(the option of the holder or (ii) upon the ocence of an event that is not solely within
control. Specifically, under the terms of the opiegaagreement of S&P/DJ Indices, after December2817, CME Group and CGIS will he
the right at any time to sell, and we are obligateuy, at least 20%f their share in S&P/DJ Indices. In addition, lire tevent there is a chat
of control of the Company, for the Hays following a change in control, CME Group ar@I§ will have the right to put their interest to a
the then fair value of CME Group's and CGIS' mityoiriterest.

If interests were to be redeemed under this agreeme would generally be required to purchaseitierest at fair value on the date
redemption. This interest is presented on the utedidconsolidated balance sheet outside of equitgen the caption Redeemab
noncontrolling interesttith an initial value based on fair value for therfion attributable to the net assets we acquiasad, based on o
historical cost for the portion attributable to @&P Index business. Redeemable noncontrollingestewill be adjusted each reporting pe
at its estimated redemption value, but not less itsainitial fair value. Any adjustments to theleenption value will impact retained income.

Noncontrolling interests that do not contain sustlemption features are presented in eq
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11. Earnings Per Share¢

Basic earnings per common share (“EPiS"¢omputed by dividing net income attributabléite common shareholders of the Company b
weightedaverage number of common shares outstanding. QilERS is computed in the same manner as basic &@8pt the number
shares is increased to include additional commanestthat would have been outstanding if potentiaimon shares with a dilutive effect |
been issued. Potential common shares consist plynodirstock options, restricted stock and resgicstock units calculated using the trea
stock method. The calculation for basic and dillE&S for the periods ended June 30 is as follows:

(in millions, except per share amounts) Three Months Ended Six Months Ended
2012 2011 2012 2011

Amounts attributable to The McGraw-Hill Companies, Inc.
common shareholders:

Income from continuing operations $ 21€ $ 211 % 33¢ % 33z

Loss from discontinued operations, net of tax — — — (D)

Net income attributable to the Company $ 21€ % 211 % 33¢ % 331
Basic weighted-average number of common sharesaodisg 279.% 303.¢ 278.¢ 304.¢
Effect of stock options and other dilutive secesti 5.€ 5.€ 5.€ 5.C
Diluted weighted-average number of common shares

outstanding 285.% 309.2 284.5 309.4

Basic EPS:

Income from continuing operations $ 077 $ 0.7C $ 122 $ 1.0¢

Loss from discontinued operations, net of tax — — — —

Net income $ 077 $ 0.7C $ 1.2z $ 1.0¢
Diluted EPS:

Income from continuing operations $ 0.7¢ $ 0.6¢ $ 1.1¢ $ 1.0%

Loss from discontinued operations, net of tax — — — —

Net income $ 0.7¢ % 06 $ 1.1¢ % 1.07

Restricted performance shares outstanding of llébmand 1.6 million as of June 30, 2012 and JB0g2011, respectively, were not includ
in the computation of diluted EPS because the sacgvesting conditions had not been met.

The effect of the potential exercise of stock ampgias excluded from the computation of diluted BRA&n the average market price of

common stock is lower than the exercise price efriated option during the period because thecetfeuld have been antidilutive. For

three months ended June 30, 2012 and 2011 , théeruof stock options excluded from the computatia@s 3.8 million and 10.0 million
respectively, and 4.0 million and 10.8 million tbe six months ended June 30, 2012 and 2011 ,ctsgy.

12. Restructuring

In order to contain costs and mitigate the impdatuwrent and expected future economic conditi@ssyell as a continued focus on pro
improvements, we have initiated various restruotymplans over the last several years. The plansatteacurrently active with a remain
liability are further described below. The chardes each restructuring plan are classified as reglland general expenses within
consolidated statements of income.

During the fourth quarter of 2011, we initiatedestructuring plan to create a flatter and moreeagibanization as part of our Growth

Value Plan, which includes creating two independaumblic companies with focused cost structures. I8Vhiitially focused on our MH
segment, these actions also included other patteed€ompany. We recorded a pre-tax restructutiiragge of $66 million consisting primaril
of facility exit costs and employee severance castged to a company-wide workforce
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reduction of approximately 800 positions. In thew® quarter of 2012 we recorded an additionaltgxerestructuring charge o5 million
primarily for employee severance costs as parhefGrowth and Value Plan. For the three months@ddee 30, 2012we have reduced t
reserve by $12 million , primarily relating to cgsétyments for employee severance costs, mainlyH M he remaining reserve asJfne 3(
2012 is $37 million and is included in other cutrkabilities in the unaudited consolidated balasbeet.

As of June 30, 2012 , our 2006 restructuring itiiteastill has a remaining reserve relating to Ifies costs of $3 million .
13. Segment and Related Informatiol
We have four reportable segments: Standard & P&atmgs (“S&P Ratings”), S&P Capital 1Q / S&P lods, C&C and MHE.

« S&P Ratings provides independent global crealihgs, credit risk evaluations, and ratingkated information research to invest
corporations, governments, financial institutiongestment managers and advisors globally.

« S&P Capital IQ / S&P Indices provides comprelemssalueadded financial data, information, indices and aede services -
investors, corporations, governments, financiditusons, investment managers and advisors glgball

« C&C includes business and professional media, ioffeinformation, insight and analysis; and consistsbusiness to busine
companies (including such brands as Platts, J.lvePand Associates (“JDPA”), McGraMill Construction and Aviation Week).
accordance with the presentation of the BroadagsEiroup as discontinued operations, the resultgpefations for all prior perio
presented have been reclassified to reflect trasgh. See Note 3 for further discussion.

« MHE is one of the leading global educational pui#is. This segment consists of two operating grottips Higher Educatio
Professional and International Group (“HPI%grving the college, professional, internationadl @dult education markets, and
School Education Group (“SEG”), serving the eleragntind high school markets.

The Executive Committee, consisting of our printiparporate executives, is our chief operating siecimaker and evaluates performanc
our segments and allocates resources based pginoaribperating income. A summary of operating rsshy segment for the periods en
June 30 is as follows:

Three Months 2012 2011
S Operating Operating
(in millions) Revenue Income Revenue Income
S&P Ratings $ 48 $ 20 % 48( $ 213
S&P Capital 1Q / S&P Indices 36¢€ 10C 33¢ 98
C&C 241 71 222 49
MHE 474 57 537 42
1
Intersegment eliminatioh ()] — (15) —
Total operating segments 1,545 43€ 1,557 402
General corporate expense — (72) — (44)
Total $ 1547 $ 365 % 1,557 $ 35€
Six Months 2012 2011
S Operating Operating
(in miliions) Revenue Income (Loss) Revenue Income (Loss)
S&P Ratings $ 94¢ 394 $ 92 $ 402
S&P Capital 1Q / S&P Indices 71¢ 207 657 194
C&C 474 13€ 42¢ 87
MHE 77C (8) 83¢ (33
1 1
Intersegment eliminatioh (39 — (30 —
Total operating segments 2,87¢ 72¢ 2,81¢ 651
General corporate expense — (142) — (78)
Total $ 287¢  $ 58¢ $ 2818 $ 573

! Revenue for S&P Ratings and expenses for S&P QdQitaS&P Indices include an intersegment royalyarged to S&P Capital I
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S&P Indices for the rights to use and distributeteat and data developed by S&P Ratings.
14. Commitments and Contingencie

Rental Expense and Lease Obligations

As of June 30, 2012 , the remaining deferred gelated to our sale-leaseback transaction with Rédc&raw, Inc. was $129 million , &3
million and $7 million was amortized during theehrand six months ended June 30, 20tE3pectively. Interest expense associated wif
operating lease for the three and six months edded 30, 2012 was $2 million and $3 million , respely.

Related Party Agreements

We entered into a new license agreement (the "kieekgreement") with the holder of S&P/DJ Indicesicantrolling interest, CME Grou
which replaced the 2005 license agreement betwé&&hl&dices and CME Group. Under the terms of theebhse Agreement, S&P/DJ Indi
receives a share of the profits from the trading elearing of CME Group's equity index productsribg the three months ended June
2012, S&P/DJ Indices earned an immaterial amouméwénue under the terms of the License Agreeniédr.entire amount of this revenu
included in our unaudited consolidated statemerihodme, and the portion related to the 2rétcontrolling interest is removed in the
income attributable to noncontrolling interests.

Legal Matters

The following amends the disclosure in Note-£3Commitments and Contingenciesthe consolidated financial statements of our u¥!
Report.

e In connection with the Reese matter, on Apri2@]12, the District Court entered judgment grantimg Defendantsnotion to dismis:
and dismissing all claims asserted against theridiefiets in their entirety. The Lead Plaintiff hapealed the dismissal order.

* In connection with the Gearren and Sullivan eatt on February 23, 2012, the Court of Appealdediethe plaintiffs’petition fol
reconsideration by the full Court. Plaintiffs hdiled a petition with the United States Supreme €agking it to review the decision.

« The Civil Division of the Department of Justi¢®0J”) and the Division of Enforcement of the Securitiad &xchange Commissi
(“SEC") are investigating potential violations of civil pisions of federal law relating to S&P's ratingsswfuctured products. V
have been in discussions with representatives ®f0J and the SEC presenting our position on theets raised by them ¢
articulating why neither of them should commenaecpedings adverse to the Company or its personnel.

We believe that the claims asserted and/or conieublin the proceedings described in Note—2Zommitments and Contingenciesthe
consolidated financial statements of our Annuald®g@s amended above, have no basis and thepewligorously defended by the Comp
and/or the subsidiaries involved.

In view of the inherent difficulty of predicting ¢houtcome of legal matters, particularly where dla@mants seek very large or indetermi
damages, or where the cases present novel legaldbgeinvolve a large number of parties or areanly stages of discovery, we cannot ¢
with confidence what the eventual outcome of thedjieg matters described in Note 1&emmitments and Contingenciesthe consolidate
financial statements of our Annual Report will bdat the timing of the ultimate resolution of thesatters will be or what the eventual I¢
fines, penalties or impact related to each pendiagier may be. We believe, based on our currentvletge, the outcome of the legal acti
proceedings and investigations currently pendiraukhnot have a material, adverse effect to owarfaial position, results of operations or ¢
flows.

15. Recently Adopted Accounting Standard

In September 2011, the Financial Accounting Stasl®oard (“FASB”)issued guidance that simplified how an entity tegiedwill for
impairment. The revised guidance provides an ethigéyoption to make a qualitative evaluation aktbetlikelihood of goodwill impairmer
Under the revised guidance, an entity is permittefirst assess qualitative factors to determinetivér goodwill impairment exists prior
performing analyses comparing the fair value odorting unit to its carrying amount. If, after @ssing the totality of events or circumstar
an entity determines that it is more likely thart tiaat the fair value of a reporting unit is lekart its carrying amount, then performing
guantitative impairment test is required. Otherwise further testing is required. The guidanceffisative beginning January 1, 2012; howe
early adoption is permitted. We adopted the
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FASB’s guidance during the three months ended Dbeell, 2011 The adoption of the guidance did not have a Sagrit impact on ot
financial position, results of operations or casiws.

In May 2011, the FASB issued new guidance for yalue measurements intended to achieve commondhie measurement and disclos
requirements in U.S. GAAP and International Finah&eporting Standards. The amended guidance mswadconsistent definition of f
value to ensure that the fair value measurementdisclosure requirements are similar between U.8ARS and International Financ
Reporting Standards. The amended guidance chamgtsncfair value measurement principles and engmrhbe disclosure requireme
particularly for Level 3 fair value measurementseTamended guidance, which went into effect fdpeginning January 1, 2012, did not ha
significant impact on our financial position, resubf operations or cash flows.

In June 2011, the FASB issued guidance that matlifiev comprehensive income is presented in any&éhfinancial statements. The guida
issued requires an entity to present the total @hprehensive income, the components of net incoene, the components of otl
comprehensive income either in a single continustatement of comprehensive income or in two sepdrat consecutive statements
eliminates the option to present the componentstbér comprehensive income as part of the statemieeguity. The revised financ
statement presentation for comprehensive incomeeffastive on January 1, 2012 and has been incarpaiinto this quarterly report on Fc
10-Q.
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Item 2.Managemens Discussion and Analysis of Financial Conditiod &esults of Operations (Unaudited)

(Dollars in millions, except per share amountsonated)

The following Management's Discussion and Analy§i8D&A”) provides a narrative of the results of operatiomd financial condition ¢
The McGraw-Hill Companies, Inc. (together with @snsolidated subsidiaries, "McGraw-Hill," the “Coamy,” “we,” “us” or “our”) for the
three and six months ended June 30, 2002e MD&A should be read in conjunction with thensolidated financial statements, accompar
notes and MD&A included in our annual report onrRdk0-K for the year ended December 31, 2011 (oumfal Report”)which have bee
prepared in accordance with accounting principlesegally accepted in the United States of AmerithS. GAAP”). Percentages in t
following exhibits within the MD&A are calculatedfdhe whole number, not the disclosed rounded nemif the table. The MD&A includ
the following sections:

e Overview

* Results of Operations — Comparing the Three@irdvonths June 30, 20%#hd 201
¢ Liquidity and Capital Resourc

* Reconciliation of NorfsAAP Financial Informatio

e Critical Accounting Estimatt

« Recently Adopted Accounting Stande

e ForwardLooking Statemen
OVERVIEW

We are a leading global information services prewigerving the financial services, commodities emchmercial, and education markets \
the information they need to succeed in the “Knalgke Economy”The commodities market includes energy, while tbmmercial marke
include automotive, construction, aerospace andndef and marketing/research information servioes.operations consist of four reportz
segments: Standard & Poor’s Ratings (“S&P RatingS&P Capital 1Q / S&P Indices, Commodities & Commial (“C&C”) and McGrawHiill
Education (“MHE").

e S&P Ratings is a leading provider of credit ratingsoviding investors and market participants witformation and independe
ratings benchmarks.

* S&P Capital IQ / S&P Indices is a leading glopedvider of digital and traditional research amdlgtical tools, which integrate cross-
asset analytics, desktop services, and valuati@himtlex benchmarks for investment advisors, weaitinagers and institutior
investors.

* C&C consists of business-tisiness companies specializing in commercial amdneodities markets that deliver their custor
access to actionable data and analytics.

« MHE is a leading global provider of educational er&tls, information and solutions serving the elatagy and high school, colle
and university, professional, international andleelducation markets.

We reported our Broadcasting Group, previouslyudell in our C&C segment, as a discontinued operatide completed the sale
December 30, 2011 and, accordingly, the resultpefations of the Broadcasting Group for all pperiods presented have been reclassifi
reflect the business as a discontinued operatidntla assets and liabilities of the business haes wemoved from the consolidated bali
sheet as of December 31, 2011 and reclassifiedldsdr sale as of June 30, 2011 .

On September 12, 2011, we announced that our Bafabirectors has unanimously approved a comprekenGirowth and Value Plan tl
includes separation into two public companies: Ma&HIll Financial, focused on content and analyfasthe financial markets, and McGraw-
Hill Education, Inc., focused on education produmtsl services and digital learning. The separatibinbe accomplished through a serie:
transactions in which the assets, liabilities apdrations of the current MHE segment of McGHrdil-on a global basis will be transferrec
McGraw-Hill Education, Inc. or entities that are, will become prior to the separation, subsidiaiédVicGrawHill Education, Inc. Eac
shareholder of McGraw-Hill will receive one shareMcGraw-Hill Education, Inc. common stock for eyethree shares of McGrat|
common stock held on the record date for the stistebution. Current holders of McGraw-Hill stoekll also retain their shares of McGraw-
Hill.

We received a favorable tax ruling from the IntédiRavenue Service on April 23, 2012, which providest the separation of McGramill
Education, Inc. will be tax free to the Company &sdhareholders. In addition, we filed the iHiNg&cGraw-Hill
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Education, Inc. Form 10 registration statement vt U.S. Securities and Exchange Commission ognllyl2012. We expect to complete
separation by the end of 2012 through a spin-ofthef education business to the Comparshareholders, subject to various conditions
regulatory approvals, including final Board approw&hile we are pursuing a separation as descrdisle we are also actively evalua
other options to deliver shareholder value, incigdh potential sale of MHE.

For the three and six months ended June 30, 20&2recorded $42 million and $75 milligrmespectively, of Growth and Value Plan reli
costs. These costs are necessary to enable separatiuce our cost structure, accelerate growthirsgrease shareholder value. Specific
these costs related to professional fees, tramsactsts for our S&P/Dow Jones Indices, LLC joiahture, severance charges, and for th
months, a charge related to a reduction in oueleasnmitments, and are included in selling and gemxpenses in the consolidated staten

of income. Total costs incurred to date relatetheoGrowth and Value Plan are $85 milliand we currently estimate for the remainder o
year that we will incur an addition$80 million of one-time separation expenses necgssamplement the Growth and Value Plan. These on
time expenses are largely professional fees, asegd the support of various consultants, businesseps and information technology firi
and financial advisors. In addition, we anticip#tat during 2012 we will continue to incur restrétg costs as part of our ongoing ¢
reduction initiatives and restructuring expense2@t2 could be approximately $65 million.

Key results for the periods ended June 30 arellmsvia

(in millions, except per share amounts) Three Months Ended Six Months Ended

2012 2011 % Change 2012 2011 % Change
Revenue $ 1547 $ 1,557 D% $ 287t $ 2,81¢ 2%
Operating income $ 368 3 35¢ 2% $ 58¢ $ 57: 2%
Operating margin % 24% 23% 4% 20% 2% —%
Diluted earnings per share $ 0.7¢ $ 0.6¢ 11% $ 1.1¢ % 1.07 11%

Revenue increased in all of our segments, excepEMind operating income (loss) improved in all of segments, except S&P Ratings
compared to the second quarter and first half 4fl20

« S&P Ratings revenue for the second quarter asme 1% , while operating income decreased (2f4r the first six months rever
increased 3% , while operating income decreaséd (ZRevenue growth was driven by increases in pubience driven by stror
municipal bond issuance in the U.S., partially effisy declines in CRISIL, our majority owned Indienedit rating agency, and wea
bank loan ratings. The increase for the first sionths was also impacted by record higéld corporate bond issuance in the
quarter of 2012, partially offset by structuredafite. Operating income decreased slightly comparéite second quarter and first
months of 2011 due to increased expenses resditing higher personnel costs driven by global stadfeases and increased le
expenses.

e S&P Capital IQ / S&P Indices revenue and opatpthcome for the second quarter increased 10%2&hdrespectively, and for tl
first six months increased 9% and 7%espectively. These increases were primarilyibattable to Integrated Desktop Solutic
mainly at Capital IQ and our subscription base tfer Global Credit Portal, which includes Ratingsdtr increases at Enterpi
Solutions driven by growth at Global Data Solutiombich includes RatingsXpress; and S&P Indicestdugrowth in exchangtadec
fund products. Also impacting operating income whigher expenses primarily from personnel costglitedhal costs to furth
develop infrastructure, our acquisition of Quants®un April 2012 and transaction costs for our 93¢ Jones Indices, LLC joi
venture.

« C&C revenue and operating income for the seapratter increased 9% and 45%espectively, and for the first six months inaex
10% and 55% , respectively. These increases waraply driven by strong demand for Platfg'oprietary content and growth in «
syndicated studies and advertising claims acrossotomotive and noautomotive sectors at JDPA, partially offset byrdases i
our construction businesses. Additional costs edlab revenue growth at Platts, timing of certadohhology and new prodi
initiatives across C&C, as well as the acquisitidrihe Steel Business Briefing Group, which wasinotuded in our results until t
third quarter of 2011, partially offset the grovihthe segment.

¢ MHE revenue decreased (12)% , while operatirgprime increased 36% for the secaqehrter. For the first six months reve
decreased (8)% , while operating loss improved 76Révenue decreased primarily due to decreasdweindoption states as wel
open territory sales at School Education Group.rétp® income (loss) improved primarily due to lovpersonnel costs as a resul
the restructuring actions taken in the fourth qeraof 2011 and lower expenses given the reduceshteyopportunities in the adopt
states. In addition, operating margin improved ttugght overall cost controls, a reduction in atimation of prepublication costs ¢
lower reserve requirements.
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Outlook

As discussed above, on September 12, 2011, we acedwur Growth and Value Plan that includes séjparanto two public companie
McGraw-Hill Financial and McGraw-Hill Education. Ehtransaction is expected to be completed by tigkoé 2012.

Four key trends are increasing the need for comtetitanalytics in the financial, commaodities anthowercial markets:

« The globalization of the capital markets: the glotblamand for capital and commodities markets trgdind liquidity is expandir
rapidly in both developed and emerging markets;

« The need for datdriven decision making tools: developments in tedbgy, communications and data processing haveased th
demand for time-critical, multi-asset class datd smlutions;

e Systemic regulatory change: new global legistafie.g. Dodd~rank, U.S. Commodity Futures Trading Commissiod Basel IlI) it
creating new and complex operating and capital nsdde banks and market participants; and

* Increased volatility and risk: amplified uncentyg and market volatility around shagfrm events are driving the need for |
methodologies to measure risk, return and profitgbi

McGraw-Hill Financial
In 2012, we plan to focus on the following stragsgior our financial information businesses to tdizie on the above four trends:

* Integrated Solutions: providing integrated solusiovithin and across market segments that fill énglcustomer neec

< Distribution: capturing additional revenue by leaging and expanding our strong channel relatiorss

« Geographic Penetration: using our vast global faetpo capitalize on opportunities in mature amdvgth markets

e Scalable Capabilities: creating and leveragingcifficy and effectiveness through common platfoprscesses and standa
« Continuing to pursue targeted acquisitions andmdies; an

e Continuing costeduction initiatives
McGraw-Hill Education
In 2012, we plan to focus on the following stragegior our education business:

«  Exploiting high-growth markets for digitalhabled learnini
e Building presence in important emerging marl

« Expanding educational servic

« Managing the core business for profitability;

e Pursuing compelling acquisitions and strategicrpaghips
Uncertainties

There can be no assurance that we will achieveesscm implementing any one or more of these gfiede The following factors cot
unfavorably impact operating results in 2012:

« Prolonged difficulties in the global credit mark

« Achange in the regulatory environment affecting lousinesse
« Lower educational funding as a result of state letidgncern:

e A change in educational spending;

« Unanticipated problems in executing our Growth ¥atle Plar

Further projections and discussion on our 2012ooutfor our segments can be found within “Result®perations”.

22






Table of Contents

RESULTS OF OPERATIONS — COMPARING THE THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

Consolidated Review

(in millions) Three Months Six Months
2012 2011 % Change 2012 2011 % Change
Revenue
Product $ 46z $ 528 12% $ 75¢ $ 821 (8)%
Service 1,08¢ 1,03¢ 5% 2,12 1,99 6 %
Total revenue 1,547 1,557 (D)% 2,87¢ 2,81¢ 2%

Total Expenses
Operating-related expenses

Product 21z 23¢ (11)% 37¢€ 411 (9)%
Service 361 354 2% 72¢ 68E 6 %
Total operating-related expenses 574 59: 3% 1,104 1,09¢ 1%
Selling and general expenses 56¢ 58( 2% 1,11C 1,08: 2%
Depreciation and amortization 40 39 3% 78 79 (D)%
Total expenses 1,182 1,21z (2)% 2,29: 2,25¢ 2%
Other income — (23) (100)% — (13) (100)%
Operating income 36¢ 35¢ 2% 58¢ 573 2%
Interest expense, net 20 20 2% 41 39 5%
Provision for taxes on income 12t 12z 2% 19¢ 194 2%
Loss from discontinued operations, net of
tax — — — — Q) N/M
Less: net income attributable to
noncontrolling interests 4) (5) (10)% 8 (8) (5)%
Net income attributable to the Company ~ $ 21€ $ 211 2% % 33€ % 331 2%

Product revenue and operatirgated expenses consist of educational and infismgroducts, primarily books, magazine circulatican
syndicated study programs in our MHE and C&C segmeMore than 90% of MHE’s revenue and operatielgted expenses are proc
related. Less than 20% of C&C's revenue and opegattlated expenses are product related.

Service revenue and expenses consist of our S&iRdRand S&P Capital 1Q / S&P Indices segmentsjiserassessment contracts in our M
segment and information-related services and adirggtin our C&C segment.

As the customers of our businesses vary, we maaagessess the performance of our operations lmastte performance of our reporte
segments and use operating income as a key me8ased on this approach and the nature of our tpesathe discussion of results genel
focuses around our four reportable segments amdréiated operating groups versus distinguishietyleen products and services.

Revenue
Three Months

Product revenue decreased primarily due to decseats®HE from lower adoption state and open teryitgales. Service revenue incree
primarily due to growth in our global commoditiesogucts, increases in public finance, growth for @apital 1Q product, higher sales
exchangeraded fund products, growth in Global Data Sohsgi@nd the acquisition of QuantHouse in April. Thigs partially offset by
decline at CRISIL, and declines in our constructbusiness and custom testing revenue at MHE. Segnignt Review'below for furthe
information.

Foreign exchange rates had an unfavorable impag20fmillion on revenue for the second quartersTihipact refers to constant curre
comparisons estimated by re-calculating current yesults of foreign operations using the averagdange rate from the prior year.

23




Table of Contents

Six Months

Product revenue decreased primarily due to theorsasoted above for the three months, partiallgedfby higher syndicated studies at C
Service revenue increased primarily due to theormsoted above for the three months as well agases in U.S. highield corporate bor
issuance. This was partially offset by a declineour construction business, structured finance eunstom testing revenue at MHE. !
“Segment Review” below for further information.

Foreign exchange rates had an unfavorable impa&&2®mmillion on revenue for the first half of 2012.

Total Expenses

The following tables provide an analysis by segnwntur operatingelated expenses and selling and general expeosdsef periods end
June 30 :

Three Months

(in millions) 2012 2011 % Change
Operating- Selling and Operating- Selling and Operating- Selling and
related expenses general expenses related expenses general expenses related expenses general expenses

S&P Ratings $ 16z $ 107 $ 17¢ $ 92 (5)% 16 %
S&P Capital IQ / S&P

Indices! 127 12¢ 113 114 12% 13%
C&C 87 78 86 97 1% (20)%
MHE 217 18 241 23¢ (10)% (21)%
Intersegment

eliminations @7 — (15) — 13% —

Total segments 57€ 497 59¢ 53¢ 3% (N%
Corporaté 2 71 2 44 — N/M

$ 574 $ 56¢ $ 59 $ 58C (3)% (2)%

1 Selling and general expenses includes transactists for our S&P/Dow Jones Indices, LLC joint vest
2 Selling and general expenses includes expensesufoGGrowth and Value Plan, including costs relaedhe spin-off of MHE and other related non-
recurring costs.

Operating-Related Expenses

Operating-related expenses decreased $19 milliqB)é6 , primarily driven by lower costs at MHE comparedthe second quarter of 20
primarily due to a reduction in plant amortizatidower manufacturing costs and lower direct expsrsgsociated with the decrease ir
adoption states sales at MHE, collectively totafiig million in savings. Partially offsetting theaease were increased compensation cc
S&P Capital 1Q / S&P Indices of $9 million or 14% a result of global staff increases and highesgmerel costs. Incentive costs have
increased primarily due to higher expected perforreaachievement and an increase in the grant pficer equity awards.

Intersegment eliminations relates to a royalty ghdrto S&P Capital 1Q / S&P Indices for the righdsuse and distribute content and
developed by S&P Ratings.

Selling and General Expenses

During the second quarter of 2012, we recordedriiion of Growth and Value Plan related costs necessaenable separation and red
our cost structure, which includes $19 million obfessional fees, $15 million of transaction cdetsour S&P/Dow Jones Indices, LLC jo
venture and $8 million of severance charges. Exetuthese costs, selling and general expensesatetes54 million or (9)% primarily dut
to lower personnel costs of $18 million at MHE a®sult of the restructuring actions taken in therth quarter of 2011, and lower selling
marketing expenses of $30 million given the redumaanue opportunities in the adoption states.diditeon, the writeeff of deferred cos
recorded in prior periods at C&C during the secqudrter of 2011 also impacted the reduction iriregknd general expenses. These decr
were partially offset by higher costs associatethvinicreased sales and additional stbaeked compensation. Personnel costs increas
million or 11% at C&C and $4 million
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or 6% at S&P Capital 1Q / S&P Indices as revenuamiin improved 9% and 10%respectively. In addition, S&P Ratings had insezhlege
costs of $7 million as compared to the second quaft2011.

Depreciation and Amortizatio

Depreciation and amortization increased $1 millan3% , primarily due to additional intangible asset atization related to our rece
acquisitions.

Six Months
(in millions) 2012 2011 % Change
Operating- Selling and Operating- Selling and Operating- Selling and
related expenses general expenses related expenses general expenses related expenses general expenses
S&P Ratings $ 342 $ 19¢ $ 32t $ 183 6 % 8%
S&P Capital 1Q /

S&P Indices 251 24% 224 222 12% 9%
C&C 16E 165 167 17¢ ()% (8)%
MHE 382 36C 414 421 ()% (14)%
Intersegment

eliminations (39 — (32) — 10% —

Total segments 1,10¢ 96€ 1,09¢ 1,00¢ 1% (4%
Corporaté 4) 144 (3) 78 — N/M

$ 1,10¢ $ 1,11C $ 1,09¢ $ 1,08: 1% 2%

1 Selling and general expenses includes transactisis éor our S&P/Dow Jones Indices, LLC joint vest
2 Selling and general expenses includes expensesufoGrowth and Value Plan, including costs relatedhe spin-off of MHE and other related non-
recurring costs.

Operating-Related Expenses

Operating-related expenses increased $8 milliotPr primarily driven by increased compensation castS&P Ratings of $21 million or €
and S&P Capital IQ / S&P Indices of $17 million4%. These increases were primarily a result db@lstaff increases and higher perso
costs. Incentive costs have also increased priyndté to higher expected performance achievemahtaanincrease in the grant price of
equity awards. Partially offsetting the increasemrevlower costs at MHE compared to the first hdlf2011 due to a reduction in pli
amortization, lower manufacturing costs and lowieea expenses associated with the decrease adihjgtion states sales at MHE, collecti
totaling $23 million in savings.

Intersegment eliminations relates to a royalty ghdrto S&P Capital 1Q / S&P Indices for the rightsuse and distribute content and i
developed by S&P Ratings.

Selling and General Expenses

During the first half of 2012, we recorded $75 roitlof Growth and Value Plan related costs necessaepable separation and reduce our
structure, which includes professional fees, tratisa costs for our S&P/Dow Jones Indices, LLC foianture, severance charges and a cl
related to a reduction in our lease commitmentgllhing these costs, selling and general experseased $48 million or (4)%primarily
due to lower personnel costs at MHE of $22 millaana result of the restructuring actions takeménfourth quarter of 2011, and lower sel
and marketing expenses of $36 million given theiced revenue opportunities in the adoption stéeaddition, the writesff of deferred cos
recorded in prior periods at C&C during the secqudrter of 2011 also impacted the reduction irireggknd general expenses. These decr
were partially offset by higher costs associatethwicreased sales and additional stbeked compensation. Personnel costs increase
million or 13% at C&C and $10 million or 8% at S&Fapital IQ / S&P Indices as revenue growth improl€&o and 9% respectively. |
addition, S&P Ratings had increased legal cosg&l6fmillion as compared to the first six month201.1.

Depreciation and Amortizatio

Depreciation and amortization decreased $1 miltio(iL)% primarily due to reduced purchases of furniture emehputer equipment last yeal
we focused on continued cost controls, partialfgetfby additional intangible asset amortizatidatesl
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to our recent acquisitions.
Operating Income

We consider operating income to be an importantsomesfor evaluating our operating performance aadiefine operating income as rever
less the related cost of producing the revenuessaftithg and general expenses. We also furtheruataloperating income for each of
reportable business segments in which we operate.

We internally manage our operations by referencéségment operating incomednd resources are allocated primarily based on se
operating income. Segment operating income is ddfims operating income before general corporatenmgs, which are centrally mana
costs and do not affect the operating results ofsegments. Segment operating income is one dfalienetrics we use to evaluate opere
performance. Segment operating income is not, hewev measure of financial performance under USAKG and may not be defined ¢
calculated by other companies in the same manner.

The table below reconciles segment operating incoss) to total operating income for the periodded June 30 :

Three Months

(in millions) 2012 2011 % Change
S&P Ratings $ 20 % 213 (2)%
S&P Capital 1Q / S&P Indices 10C 98 2%
C&C 71 49 45 %
MHE 57 42 36 %
Total segment operating income 43€ 402 8 %
General corporate expense (77) (44) 61%
Total operating income $ 365§ 35¢ 2%

1 Includes transaction costs for our S&P/Dow Jonegcks, LLC joint ventur

Includes depreciation expense and expenses faemwth and Value Plan, including costs relatecht gpin-off of MHE and other related nogcurring
costs.

2

Segment Operating Income Segment operating income for the three months edded 30, 2012 , increased $34 million or 88 compare
with the same period in 2011. Segment operatingnrec margins were 28% and 26% for the three mondgde June 30, 2012nd 2011
respectively. Continued growth at C&C and cost ioyements at MHE contributed to the margin improvenie 2012. See “Segment Review”
below for further information. In addition, segmenerating income benefited in the quarter fromuoed pension costs as we froze our
Employee Retirement Plan effective on April 1, 2012

General Corporate Expense- General corporate expenses, included in sellinggamgral expenses, mainly include the portion opaxate
expenses not allocated to the segments, such aageraent and administration, legal, certain compgenrsand retiree benefits, and ot
expenses. General corporate expenses for the tiwaths ended June 30, 2012 , increased by $2bmillainly as a result of $27 million
Growth and Value Plan related costs necessary dblerseparation and reduce our cost structure,hwihidudes $19 million of professior
fees and $8 million of severance charges.

Foreign exchange rates had a favorable impact ohii®n on operating income for the second quartéris impact refers to constant curre
comparisons and the remeasurement of monetarysaamsétliabilities. Constant currency impacts atéreged by recalculating current ye
results of foreign operations using the averagéaxge rate from the prior year. Remeasurement ita@ae based on the variance betv
current-year and prioyear foreign exchange rate fluctuations on asseds liabilities denominated in currencies other thha individua
businesses functional currency.
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Six Months

(in millions) 2012 2011 % Change

S&P Ratings $ 394 $ 403 (2%

S&P Capital 1Q / S&P Indices 207 194 7%

C&C 13E 87 55 %

MHE (8) (33 76 %
Total segment operating income 72€ 651 12%

General corporate expenise (142 (78) 82%
Total operating income $ 58€ $ 57¢ 2%

1 Includes transaction costs for our S&P/Dow Jonegcks, LLC joint ventur
2 Includes depreciation expense and expenses faBmwth and Value Plan, including costs relatecht gpin-off of MHE and other related noesurring
costs.

Segment Operating Income Segment operating income for the six months ended 30, 2012 increased $77 million, or 12%, as comp:
with the same period in 2011. Segment operatingnre margins were 25% and 23% for the six monthe@niline 30, 201and 2011
respectively. Growth at C&C and S&P Capital 1Q /B&dices and cost improvements at MHE contribtieethe margin improvement in 1
first half of 2012. See “Segment Revieb&low for further information. In addition, segmenterating income benefited from reduced per
costs as we froze our U.S. Employee Retirement &ffactive on April 1, 2012.

General Corporate Expense- General corporate expenses, included in sellinggamral expenses, mainly include the portion opaxate
expenses not allocated to the segments, such aageraent and administration, legal, certain compgenrsand retiree benefits, and ot
expenses. General corporate expenses for the sithewvended June 30, 2012 , increased by $64 miftiamly as a result of $60 million
Growth and Value Plan related costs necessarydblerseparation and reduce our cost structure,imihidudes professional fees, sever:
charges, and a charge related to a reduction iteage commitments.

Foreign exchange rates had a favorable impact bidillion on operating income for the first six mba of 2012.
Interest Expense, net

Net interest expense remained relatively flat i@ $kecond quarter as compared to the second qo&2€11 and increase5% in the first si;
months of 2012, primarily due to increased inteeagtense related to uncertain tax positions, akasdbwer international interest income fi
our investments in the first half of 2012 compate@the first half of 2011.

Provision for Income Taxes

Our effective tax rate from continuing operatiorssvB6.3% for the three and six months ended Jun20d3@and 2011. Including discontinu
operations, the effective tax rate was 36.4% ferttitee and months ended June 30, 2011.

Segment Review
S&P Ratings

Credit ratings are one of several tools that imusstan use when making decisions about purch&sings and other fixed income investme
They are opinions about credit risk and our ratieggress our opinion about the ability and williega of an issuer, such as a corporatic
state or city government, to meet its financialigdtions in full and on time. Our credit ratingsncalso relate to the credit quality of
individual debt issue, such as a corporate or nipaidond, and the relative likelihood that theussmay default.

S&P Ratings differentiates its revenue betweenstiational and non-transactional. Transaction rezgmimarily includes fees associated with:

« ratings related to new issuance of corporate ardrgonent debt instruments, and structured finamete thstrument:

« bank loan ratings; al
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e corporate credit estimates, which are intendededas an abbreviated analysis, to provide an itidiceof our opinion regardir
creditworthiness of a company which does not culydrave an S&P Ratings credit rating.

Non-transaction revenue primarily includes fees fawsillance of a credit rating, annual fees for oas¢r relationshigased pricing prograr
and fees for entity credit ratings.

The following table provides revenue and segmestatng income information for the periods endedkeJ80 :

(in millions) Three Months Six Months
2012 2011 % Change 2012 2011 % Change
Revenue:
Transaction $ 202 % 19¢€ 4% $ 397 % 372 7%
Non-transaction 28C 284 (2% 552 551 — %
Total revenue $ 482 3 48C 1% $ 94¢ % 928 3%

% of total revenue:

Transaction 42% 41% 42% 40%
Non-transaction 58% 59% 58% 60%
Revenue:
Domestic $ 262 % 24¢€ 7% $ 51C % 48t 5%
International 22C 234 (6)% 43¢ 43¢ — %
Total revenue $ 483 % 48C 1% $ 94¢ % 928 3%
Operating income $ 20€ % 21z 2% $ 394 % 402 2)%
Operating margin % 43% 44% 42% 44%

Foreign exchange rates had an unfavorable impa®1®fmillion on revenue and a favorable impact »fndillion on operating income for t
quarter, and an unfavorable impact of $18 millionrevenue and a favorable impact of $1 million perating income in the first six months
2012.

Revenue
Three Months

Transaction revenue increased and non-transacti@nue decreased compared to the second quagef df Nontransaction revenue incluc
an intersegment royalty charged to S&P Capital 8&P Indices for the rights to use and distribudatent and data developed by S&P Rati
Royalty revenue for the three months ended Jun2@I®, and 2011 was $17 million and $15 million pesgively.

The increase in transaction revenue compared tedbend quarter of 2011 was driven by increasesiblic finance primarily from stror
municipal bond issuance in the U.S. as refundirtyigcincreased dramatically over the comparahiempyear quarter, which was impac
significantly by the conclusion of the federal RuAmerica Bond program at the end of 2010. In aaldjtstructured finance contributed to
growth in transaction revenue driven by increassdiance of collateralized loan obligations ("CLOaid asset backed securities ("AB
These increases were partially offset by decreaseigh-yield bond issuance and weaker bank lo&ings.

Revenue derived from ndanansaction related sources decreased comparbd setond quarter of 2011 due to declines at CRISIEmajority
owned Indian credit rating agency, mainly due twesde foreign exchange rates and a decline in owsw services, and declines
surveillance and program fees in structured finambese decreases were partially offset by growtmiity credit ratings.

Six Months

Transaction revenue grew and non-transaction revesmained relatively flat compared to the firdf b&2011. The increase

28




Table of Contents

in transaction revenue was driven by record hijgid corporate bond issuance in the first quanfe2012 and the reasons noted above fo
quarter. Nortransaction revenue remained relatively flat asmgndn entity credit ratings was offset by declinesstructured finance related
lower annual fees, which includes surveillance attter customer-relationship fees, and program feesssetvacked commercial paper
there was less outstanding. Royalty revenue fosithenonths ended June 30, 2012 and 2011 was $8dmand $30 million, respectively.

Operating Income

Operating income decreased slightly compared tes#leend quarter and first six months of 2011 asrtbeease in revenue as noted above
offset by increased expenses resulting from higlkesonnel costs driven by global staff increasekiacreased legal expenses.

Issuance Volume

We monitor issuance volumes as an indicator ofdigen transaction revenue streams within S&P Ratitgsuance volumes noted within
discussion that follows are based on the domidilhe issuer. Issuance volumes can be reporteddnaays: by “domicile’which is based ¢
where an issuer is located or where the assetsiasmbwith an issue are located, or based on “aetplkce”which is where the bonds are s
The following tables depict changes in issuanceltas compared to the prior year, based on Thomgamcial, Harrison Scott Publicatic
and S&P Rating’s internal estimates.

Second Quarter Year-to-Date
Compared to Prior Year Compared to Prior Year
Corporate Issuance U.S. Europe U.S. Europe
High-Yield Issuance (39)% (48)% (13)% (B31)%
Investment Grade 7% (35)% 7% (15%
Total New Issue Dollars — Corporate Issuance (9)% (36)% 1% (16)%

« Corporate issuance in the U.S. was down in tertgr driven by weak highield issuance due to risk aversion emanating ftioe
Eurozone crisis. Investment grade issuance remaiasifient in the U.S. as borrowers took advantafdow funding rates 1
opportunistically refinance existing debt, which svgreeted very favorably by investors seeking highield . Year-todate
comparisons benefited from record higletd debt issuance in the first quarter and hgailtvestment grade debt issuance in the
half of 2012.

» Europe corporate issuance is down in the quamer year-tadate primarily driven by weak financial servicesuance due to t
Eurozone crisis. Year-to-date comparisons benefitad the robust increase in industrial debt issgan the first quarter of 2012.

Second Quarter Year-to-Date

Compared to Prior Year Compared to Prior Year
Structured Finance u.s. Europe U.S. Europe
Residential Mortgage-Backed Securities (‘RMBS”) (8)% (371% 11% 47N%
Commercial Mortgage-Backed Securities (“CMBS”) 33% 97 % ()% (47)%
Collaterized Debt Obligations (“CDQ”) 44 % 1% 22% 41 %
Asset-Backed Securities (“ABS”) 189% 25% 27% (D%
Covered Bonds — % (75)% * (53)%
Total New Issue Dollars — Structured Finance 22% (60)% 24% (48)%

*  Represents low issuance levels in 2012 and noiciiv2011

« RMBS volume is down in the U.S. in the quartertesdector continues to battle high unemploymenmtticoed home pricing pressu
and historically lower levels of mortgage origimmais accompanied by a general decline in re-REMIvic Year-to-date RMB:
grew marginally off a low base in 2011. RMBS volumeéEurope was down in the quarter and yeaddte reflective of a general le
of supply as many investors were holding off omiisg new primary transactions until the Europeantt Bank's ("ECB") longerrr
refinancing operations ("LTRO"), which provided lemcost financing options, expire.

* CMBS issuance in the quarter is up in the UsSha sector continues to recover. Yead#be issuance is slightly do
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as a result of lower average deal size in the dustrter. European CMBS issuance continued to reewistrained in the quarter w
low issuance levels in both periods.

* Issuance in the CDO asset class in the U.Shd@rgtiarter and year-ttate was driven by strong CLO issuance and a higbleme o
market transactions. European issuance in the Cf36t &lass was minimal due to economic uncertantyquarter and year-tiate
increases compare to a very low level of activit011.

« ABS issuance in the U.S. is up in the quartet year-todate primarily due to strength in autos, credidsaand, to a lesser exte
student loans. Strong credit and rating performatigbter pricing, increased consumer borrowing egfthancing opportunities in t
student loan sector all contributed to the incre&seopean ABS is up in the quarter driven by higharket activity and down sligh
yea-to-date since financial institutions had lower fundiregjuirements as the result of additional liquidityovided by the EC
through its LTRO in the first quarter of 2012.

* Covered bond issuance (which are debt securitielsdolaby cash flows from mortgages or public selctans) in Europe is down in t
quarter and year-tdate resulting from uncertainty regarding sovergigk and the potential unfavorable impact on #@stor as we
as lower funding requirements due to additionalitiity provided by the ECB through its LTRO.

Industry Highlights and Outlook

Uncertain economic conditions in Europe have cbuoted to the decline in issuance levels in the sg¢aparter of 2012. This followed rec
U.S. highyield issuance in the first quarter of 2012, whigas driven by attractive funding rates as a result decline in corporate cre
spreads, historically low treasury yields and asréase in investor demand for new issues. Spreadsoth investment grade and higield
issuance have still tightened from the end of 2@diten primarily by liquidity infusions by the ceat banks. We believe the longer tt
outlook for the corporate bond market continuebddealthy. There is a large amount of maturindp@l@orporate debt which will eventue
need to be refunded over the next several yeas®, Ah Europe, nofinancial issuance should continue to be bolstéred shift in corpora
financing from bank loans to bonds resulting frorareased bank capital requirements. However, irsiioetterm, issuers may exercise st
discretion as to the timing of the refunding trartigans depending upon market conditions. We experorate bond issuance to be subi
until the market volatility stabilizes. Once thisoors, we expect a resurgence in market activitynasy issuers are still waiting for m
favorable market conditions in which to issue cogp® bonds.

Structured finance is expected to increase modestlye second half of 2012 in comparison to 2Qikimarily due to a combination of sligh
better economic prospects for companies and lessirpistic expectations of defaults and downgradethé corporate world, coupled w
some regained stability in the asset class. Thiautfor the CDO market is dependent upon banki#lingness to initiate new loans &
investors’ risk appetite to invest in new CDO stuues.

The recovery of the RMBS and CMBS markets contirtodse dependent upon the recovery of both theleesial and commercial real es
markets. The U.S. CMBS market has fared better tharEuropean CMBS market as the European marlketbd@n more unfavorably affec
by the slowdown in economic growth. Increasing CMBBimes will be somewhat dependent on the refimgnof commercial loans. The U
RMBS market will continue to remain under pressgigen continued uncertainty over home prices andmpioyment. European RMI
issuance volumes continued to weaken during tfs¢ fialf of 2012 and any potential resurgence iseddpnt upon sovereign and econc
concerns subsiding.

ABS asset classes have generally performed as texpec better than expected through multiple ecaaaycles. We anticipate that trenc
continue for 2012. Although the ABS markets congirta strengthen, we continue to face significagulatory head winds. While we exp
the new rules and regulations to increase thetodssuers of creating these types of structursttuments, we expect the markets to adjus
continue the use of securitization as an importanding tool going forward. In addition, we antialp a positive outlook on covered b
issuance in Europe due to recent regulatory inigatthat are favorable to covered bonds. They l@se proven to be resilient during
European sovereign crisis.

Legal and Regulatory Environment

In the normal course of business both in the Un8.abroad, the Company and its subsidiaries aendahts in numerous legal proceedings
are involved, from time to time, in governmentati aelfregulatory agency proceedings which may resultivesse judgments, damages, f
or penalties. Also, various governmental and esgfulatory agencies regularly make inquiries anddoet investigations concerni
compliance with applicable laws and regulations.

See Note 14— Commitments and Contingencieur unaudited consolidated financial stateméortfurther discussion.

30




Table of Contents

S&P Capital IQ / S&P Indices
S&P Capital IQ / S&P Indices differentiates its @aue between subscription and non-subscriptions@igtion revenue primarily includes:

e products in our Integrated Desktop Solutionsu@ronhich include the following content: Capital +Q a product suite that provic
data and analytics for global financial professien&lobal Credit Portal — a web-based solutiont thaovides reatime credi
research, market information and risk analyticg] dfmeMarkets.com — a retine research offering featuring content from
world’s leading brokers and independent researohigers;

e products in our Enterprise Solutions group, sastGlobal Data Solutions, which combines high-tyiainulti-asset class and mar
data to help professional investors, traders, anadyats meet the new analytical, risk managemegulatory and front-tdeack office
operations requirements;

* investment research products in our Research &yhicalgroup

« and other data subscriptio

Non-subscription revenue is generated primarily fromdpicts in S&P Indices, specifically through feesdd on assets underlying exchange:
traded funds (“ETFs”), as well as certain advis@mnyging and analytical services in our IntegrafeEsktop Solutions group.

The following table provides revenue and segmestating income information for the periods endedeJ8O :

(in millions) Three Months Six Months
2012 2011 % Change 2012 2011 % Change

Revenue:

Subscription $ 26 % 24t 10% $ 53t % 48€ 10%

Non-subscription 97 88 10% 184 171 7%
Total revenue $ 36 $ 33¢ 10% $ 71¢ 3 657 9%
Revenue:

Domestic $ 251 % 23( 9% $ 497 % 461 8%

International 11F 10z 12% 222 19€ 14%
Total revenue $ 366 $ 33¢ 10% $ 71¢ % 657 9%
Operating income $ 10c $ 98 2% $ 207 % 194 7%
Operating margin % 27% 29% 29% 30%

Foreign exchange rates had an unfavorable impa$i ahillion on revenue and a favorable impact ofni$iion on operating income for t
quarter, and an unfavorable impact on revenue ohiflion and a favorable impact on operating incomh&7 million for the first six months
2012.

Revenue
Three Months

Subscription and nosubscription revenue grew compared to the secomatemuof 2011. Subscription revenue increased comtpto th:
second quarter of 2011, primarily due to growtingggrated Desktop Solutions and Enterprise Satstid his was driven by market share g
and increased contract values for existing accoaht€apital 1Q and growth in the subscription baseth in new clients and in furtt
expanding the existing customer base for the Gl@badit Portal, which includes RatingsDirect. CabliQ continues to have significant cli
growth as the number of clients as of June 30, 20dr2ased 13% from the comparable psiear quarter. This includes a certain percenta
clients on TheMarkets.com platform that have begrated to the Capital 1Q platform.

Enterprise Solutions continues to benefit from dieenand for securities identifiers and ratings daéga CUSIP and RatingsXpress). There
also been growth in the subscription base for GIBla@a Solutions, which includes RatingsXpresspfimoew client
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relationships and expanded relationships into ixjsaccounts and increases at CUSIP from growthointract values. The acquisition
QuantHouse that occurred in April 2012 also conted to double-digit growth at Enterprise Solutiom¢he second quarter of 2012.

Traditionally, subscription revenue has been prilmalomestic, however, due to strong sales for@&tebal Credit Portal and RatingsXpre
particularly in Europe, and the continued enhancemef the Capital IQ international database, delijit international growth continued
occur in the second quarter of 2012.

Non-subscription revenue increased as total reven @&t Indices increased 12%. Revenue from S&P Indiepsesents 24% of total S.
Capital 1Q / S&P Indices revenue in the quarterP3&dices increased due to higher mutual fund ne@ehigher average levels of assets u
management for ETF products linked to our indicad slightly higher average trading volumes. Incretakfees related to the new licens
agreement with CME on their licensed exchange traigivatives, implemented as a result of the olpsif the S&P/Dow Jones Indices jc
venture on June 29, 2012, also contributed to asere in the quarter.

Eleven new ETFs were launched during the secondejuaf 2012 compared to sixteen launched durirgsicond quarter of 2011. As:
under management for ETFs rose 7% to $349 billic2012 from $325 billion in the second quarter @1 2.

Six Months
Both subscription and non-subscription revenue grempared to the first half of 2011 due to thedexhoted above for the quarter.
Operating Income

Operating income increased compared to the secoadey and first six months of 2011, primarily dine growth in revenue as discus
above, partially offset by staff increases, pridyan developing regions, increased technology £tstsupport the growth in the employee t
higher personnel costs, costs to further develapirdrastructure and our acquisition of QuantHousdépril 2012. Transaction costs for «
S&P/Dow Jones Indices, LLC joint venture also impdcmargins for the second quarter and first siatim® of 2012. In addition, partia
offsetting the growth in revenue for the first sibonths were additional costs to build out our irdéed data feed within Global Data Soluti
and increased royalty payments due to the growtloimract values in RatingsXpress and RatingsDirect

Industry Highlights and Outlook

The segment is focused on integrating and evolit;igssets and capabilities into one scaled busithes offers unique, highalue offering
across all asset classes. With the addition ofdhewing strategic acquisitions we are positiorteddeliver future competitive capabilities
our client:

« In February 2012, we completed the acquisitibR®Technologies, a provider of advanced risk seghariobased analytics to trade
portfolio and risk managers for pricing, hedgingl @apital management across asset classes, allasitgoffer an integrated view
market and credit risks across asset classes.

* In April 2012, we completed the acquisition ofi@tHouse, an independent global provider of epeltb systematic lovatency
market data solutions, allowing us to offer unigealtime monitors, derived data sets and analytics elf ag the ability to packa
and resell this data as part of a core solution.

As a result of our focus on integration and thezent developments, demand is expected to contininerease for our Capital IQ and data
information offerings in 2012.

Products at S&P Indices should continue to bemsfiETF assets grow globally. The business will Beswefit from our joint venture with Ch
Group to form a new company, S&P/Dow Jones IndidgS, which we completed in June 2012. The combaratf these businesses cre
the world's largest provider of financial marketlizes. While market volatility is expected to cowi in 2012, an anticipated recove
economy and a slightly less volatile market mayvstwowth in our traded S&P Indices products. Thisup also should see opportunitie
products internationally, primarily in the Middlea& and Asia.
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Legal and Regulatory Environment

The following amends the disclosure in ItemVighagement's Discussion and Analysiis our Annual Report as it relates to S&P Capital
S&P Indices:

* In connection with the Standard & Poor's CUSIP BerBureau matter, CUSIP Global Services has aleatd distributed a new d.
feed of US International Securities Identificatidlumbers tailored specifically to the institutiorar their use within the Europe
Economic Area.

Commodities & Commercial

C&C includes such brands as Platts, J.D. PowerAamsciates (“JDPA”), McGrawill Construction and Aviation Week. The Broadcag
Group had historically been part of C&C. As of Dextxer 30, 2011 we completed the sale of the BrogitigaSroup and in accordance with
presentation of the Broadcasting Group as discoatiroperations, the results of operations of treness for periods presented in 2011 |
been reclassified to reflect this change. See Roetédcquisitions and Divestiturds our unaudited consolidated financial statemésttéurthel
discussion.

The following table provides revenue and segmestatng income information for the periods endedkeJ80 :

(in millions) Three Months Six Months

2012 2011 % Change 2012 2011 % Change
Total revenue $ 241 $ 22z 9% $ 474 3 42¢ 10%
Operating income $ 71 % 49 45% $ 138 % 87 55%
Operating margin % 29% 22% 28% 20%

Foreign exchange rates had immaterial impact oeme® for the quarter and first six months, and fable impacts of $1 million and
million on operating income for the quarter angtfisix months of 2012, respectively.

Revenue
Three Months

In the second quarter of 2012, revenue at C&C asmd primarily due to strong demand for Platisiprietary content and by growth
advertising claims and proprietary studies acrassaotomotive sectors at JDPA.

Platts’revenue grew by 19% and represents 50% of total @&@nue for the quarter with growth in North Ansariand Europe, Middle E:i
and Africa, slightly outpacing Latin America andidasThis growth was mainly driven by strength imtid’ data products, primarily related
petroleum and natural gas. The continued volatititgrude oil and other commaodity prices is alswihg a favorable impact on revenue gro\
The average price for crude oil futures during Hseond quarter was approximately 9% lower thanaerage price in the prigreal
comparable quarter. Growth in international reveacm®ss the commodities products was strong aatbesgions, particularly in Asia.

JDPA had revenue growth across both automotivenandautomotive sectors, including their Power Infation Network® (PIN") as well a
their tracking business. PIN provides real-timeoandtive information and decisisupport tools based on the collection and analysdaily
new- and usedehicle retail transaction data from thousands wibmotive franchises. JDPA's tracking business $esuon analyzing ki
performance measures against industry benchmatkshvelps companies better understand their cdtiveeposition on key measures of
customer experience.

Partially offsetting these increases at C&C werereiases in McGrawdill Construction as market declines have contintededuce contra
values; however new business growth related topr@ducts and enhancements is beginning to increase.

Six Months

In the first half of 2012, C&C revenue increase wasen primarily by the factors noted above foe tiuarter. The two strategic acquisition
2011, Bentek Energy LLC in January and Steel Bsirigriefing Group (the “SBB Groupih July, also contributed to the increase in rewe

at Platts. Also contributing to the year-to-dater@ase at JDPA was an increase in syndicated isafem-auto sectors compared to the prior-
year, particularly energy and healthcare in the. Erfsl telecom globally
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Operating Income

The key drivers for operating income growth in gegment for the second quarter and first half df22@&ere the revenue growth descri
above along with the timing of certain technology anew product initiatives across C&C. McGralit Construction also contributed to
overall growth in operating income as a result ppense savings from their continued focus on casttrol across their business |
outweighed their revenue decline. Offsetting therafing income increase were additional costsedléd revenue growth at Platts as we
the acquisition of the SBB Group which was notuded in our results until the third quarter of 2011

Industry Highlights and Outlook

In 2012, C&C expects to continue to invest in dibitapabilities that will enable our brands to beeamore integrated, creating a founde
for the development of new products and revenweasts. The segment will further expand its presémselected markets and geographie
help drive growth.

The continuing growth in oil demand and the undetyaof supply causes volatility in energy priceshich will drive market participa
demand for Platts’ proprietary content, includiregvs, price assessments and analytics. The Inten@htEnergy Agency projects that world
consumption will rise to 89.9 million barrels pexyd a gain of 0.8 million barrels per day comparead011. The global oil market may contii
to be volatile in coming months due to greater delpace on shrinking OPEC spare production capasitganctions on Iranian oil begir
impact the market.

Demand for our automotive studies is driven bypgbgormance of the automotive industry. In the selcguarter of 2012, global and U.S. li
vehicle sales increased approximately 10% and 188pectively, compared to the second quarter of 2@ith growth across all major mark
except Europe and Brazil.

Demand for our construction offerings is primardgpendent on the non-residential construction immgubn the second quarter of 2012, non-
residential building construction was down 11% frargear ago, as a 22% drop for the institutiondé siutweighed a modest 5% gain for
commercial sector. Residential building climbed 2¢#mpared to the second quarter of 2011. Noitding construction in the second qua

of 2012 was up 20% from a year ago, supported 3124 surge for electric utilities.

McGraw-Hill Education
MHE consists of two operating groups: the Higheu&ation, Professional and International Group (“BiP3erving the college and univers
professional, international and adult educationkets; and the School Education Group (“SE&8rving the elementary and high sci

markets.

The following table provides revenue and segmestating income information for the periods endedeJ80 :

(in millions) Three Months Six Months
2012 2011 % Change 2012 2011 % Change

Revenue:

HPI $ 241 % 24F 2% $ 442 $ 441 — %

SEG 23: 29z (20)% 32¢ 39¢ (18)%
Total revenue $ 474 % 537 12% $ 77C $ 83¢ (8)%
Operating income (loss) $ 57 % 42 6% $ 8 9 (33) (76)%
Operating margin % 12% 8% (D% (4%

Revenue and operating results for our MHE segnedieat the seasonal nature of our educational phioliy businesses, with the first que
being the least significant and the third quaring the most significant.

Foreign exchange rates had a unfavorable impag6 afillion on revenue and an immaterial impact perating income for the quarter, ar
unfavorable impact on revenue of $7 million an@wofable impact on operating loss of $1 million thee first six months of 2012.
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Revenue
Three Months

In the HPI group, Higher Education increased from prioryear quarter due to an increase in digital salessef 40% and higher sales of ti
in the Business & Economics product line. The cared digital revenue growth is driven by duwrarnSmart® and McGraw-Hill Connect®
offering, which combines our homework managemeatipct line with our adaptive learning tutorial puctl

Key titles contributing to the performance of Higlilucation in the quarter included Sandersmmputers in the Medical Offiger/e; Lucas
The Art of Public Speaking 11/e; Ober,Gregg College Keyboarding 11/e; SaladinAnatomy and Physiology 6/e; and McConne
Economicg, 19/e.

Professional decreased over the comparable pear-quarter, driven by a decline in print boolesalesulting from market conditions and
publication of fewer major titles. This was paitjabffset by higher sales for digital subscriptipmoducts and eBooks. Over 30%
Professional’s second quarter revenue was digital,digital revenue grew by more than 19% as coeaptar the prior-year quarter.

International decreased from the comparable pr@r quarter driven by the unfavorable impact oéifgn exchange rates. Sales increas
the Middle East and Asia and were flat with thepsiear quarter in Latin America, but were dowrother regions.

Revenue at SEG decreased compared to the ye@rquarter, with declines occurring in both thiemion states and open territories.
decline in the adoption states resulted primaribyrf a difficult prior-quarter comparison as a résfila large K5 reading purchase in Califor
and stronger sales in Indiana, which purchasedesei@nd health in 2011 but offered fewer opporiesithis year. Partially offsetting |
adoption state revenue decline were higher salédanda, which is purchasing K2 social studies this year. Declines in the opgritory
resulted primarily from lower sales in MarylandnRsylvania and Washington, partially offset by tinging of orders in New York.

Custom and formative testing revenue decreasediapéanned reductions in the scope of work on sdveontracts, while nooustom o
“shelf” revenue declined as a result of lower satlesome product lines.

Six Months

In the HPI group, Higher Education increased frara prior year primarily due to the increases naibdve for the quarter. Professic
decreased from the prior year primarily due torgesons noted above for the quarter; however,tgligigher sales of print books in the f
quarter partially offset some of the revenue reidactinternational also decreased from the pri@ry@wimarily due to the reasons noted al
for the quarter, although, India had higher satethé first quarter due to the timing of orderskbgher Education product.

Revenue at SEG decreased compared to the prigrwitardeclines occurring in both the adoptionesatnd open territories. In addition to
decreases noted above for the quarter, the dedlitiee adoption states resulted primarily from 2@tders for intervention materials in Te
and reading in California that did not repeat thémr. Custom and formative testing revenue andaustem or “shelf’revenue decline
compared to the prior year primarily due to thesogs noted above for the quarter.

Operating Income (Loss)

In the second quarter and first half of 2012 opegatesults for MHE improved, primarily due to resd expenses in SEG compared tc
prior-year periods. Personnel costs were lower as atreSuhe restructuring actions taken in the fouginarter of 2011 and selling &
marketing expenses were lower given the reduceentey opportunities in the adoption states. In aidibperating margin improved due
tight overall cost controls, a reduction in amaatian of prepublication costs and lower reservaliregnents. These cost savings were par
offset by technology requirements and the contipumvestment in digital product development witkiigher Education.

Industry Highlights and Outlook

The projected increase in U.S. college enrollménis rise of nearly 15% to 24.1 million between @G@hd 2020, according to the Natic

Center for Education Statistics (“NCES”). The UcBllege new textbook market is $4.5 billion anéxpected to grow about 0%-3% in 2012.
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According to statistics compiled by the AssociataimAmerican Publishers, total net sales of elemgnand secondary instructional mate!
decreased by 10.6% through May 2012. Net salethéomdustry in the adoption states decreased 824 @ompared to the prigear perioc
while net sales in the open territory states degedy 10.4% compared to the prior-year period.

Total U.S. PreK-12 enroliment for 2011-2012 isrestied at nearly 55 million students, up 0.3% fraddd@®2011, according to the NCES. "'
project that the 2012 dli market could decrease by approximately 10% wetise 2011 market, which was $3.3 billion for admptand ope
territory sales.

LIQUIDITY AND CAPITAL RESOURCES

We continue to maintain a strong financial positaomd expect our cash on hand, cash flows from tipagand availability under our exist
credit facility to be sufficient to meet any addital operating and recurring cash needs into tresézable future. Our primary source of fi
for operations is cash from our businesses. Weousecash for a variety of needs, including amonigerst: ongoing investments in
businesses, strategic acquisitions, share repwshds/idends, investment in publishing progranapital expenditures and investment in
digital initiatives and infrastructure. Our coresimesses have been strong cash generators. Hovwss@ne and, consequently, cash prov
from operations during the year are significantlypacted by the seasonality of our businesses,cpkatly educational publishing. Tl
seasonality also impacts cash flow and relatedolong patterns as investments for our MHE segmentypically made in the first half of t
year to support the strong selling period that e&du the third quarter. As a result, our cash fiewypically lower in the first half of the ye
and higher in the second half.

Cash Flow Overview

Cash and equivalents were $836 million as of JneB12 , a decrease of $108 millisom December 31, 2011, and consisted of dorr
cash of $284 million and cash held abroad of $582om Typically, cash held outside the U.S. idiaipated to be utilized to fund internatio
operations or to be reinvested outside of the &&a significant portion of our opportunities fwowth in the coming years are expected t
abroad. In the event funds from international opena are needed to fund operations in the U.S.waveld be required to accrue for and
taxes in the U.S. to repatriate these funds.

The following table provides cash flow informatifor the six months ended June 30 :

(in millions) 2012 2011 % Change
Net cash provided by (used for):
Operating activities $ 158§ 33¢ (54)%
Investing activities (243) (214) 14%
Financing activities (15 (379 (96)%

In the first half of 2012, free cash flow decrease&(122) million compared to $72 millian the first half of 2011, a decrease of $194 il
The decline is primarily due to a decrease in gaslkided by operating activities as discussed belwe cash flow is a Nn0OBAAP financia
measure and reflects our cash flow provided by atjpey activities less investment in prepublicatewsts, capital expenditures and divide
Capital expenditures include purchases of propany equipment and additions to technology projesee “Reconciliation of NoGAAP
Financial Information™for a reconciliation of cash flow provided by opérg activities, the most directly comparable UGAAP financia
measure, to free cash flow.

Our consolidated statements of cash flows for fineet and six months ended June 30, 2011 include@soelated to discontinued operatis
Discontinued operations did not have a signifigamgact on cash flows from operating, investing findncing activities.

Operating activities

Cash provided by operating activities was $155iamilifor the first six months of 2012 compared t@&3nillion for the first six months
2011, a decrease of $183 milliorThe decrease is mainly due to the temporary amt@n of payments to vendors in the first half26fL.z
driven by the transition to a new enterprise reseyrlanning system at the end of the second quadevell as cash outlays associated witl
Growth and Value Plan. We anticipate we will rettmrour normal payment cycle in the third quartette system transition will be compli
In addition, the reduction in cash provided by apieg activities was primarily due to additionativetions in payables and accruals an
increase in accounts receivable. Specifically, plasand accruals decreased due to higher resingtpayments primarily at MHE, higt
payables at S&P Ratings and a pension plan cotitibu
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payment made in the first quarter of 2012 that il occur in 2011. The increase in accounts rebéveas driven primarily by increas
billings at S&P Ratings and S&P Capital 1Q / S&Hlibes.

Investing activitie:

Our cash outflows from investing activities arenpairily for acquisitions, investment in prepublicaticosts and capital expenditures.

Cash used for investing activities increased $28anito $243 millionfor the first six months of 2012, primarily dueadiigher amount of ca
paid for acquisitions, increased investment in pbdipation costs and lower proceeds from dispas#tidue to the sale of our interes
LinkedIn Corporation in 2011, partially offset bgsh inflows from short-term investments. Refer meN3 —Acquisitions and Divestiture®
our unaudited consolidated financial statement$uidher information.

Financing activities

Our cash outflows from financing activities congstmarily of share repurchases and dividends taredtolders, while cash inflows .
primarily proceeds from the exercise of stock amio

Cash used for financing activities was $15 milliarthe first six months of 2012 compared to $37%iomi in the first six months of 2011
decrease of $364 million. The decrease is primatiiybutable to a decrease in cash used for skarechases and an increase in the exerc
employee stock options.

We did not utilize any cash for share repurchase®0il2. However, we received an additional 0.9iamllshares from the conclusion of
Accelerated Share Repurchase Agreements that weeedninto on December 7, 2011. Further discusstating to these agreements cai
found in Note 10 Equityto our unaudited consolidated financial statements.

Additional Financing

Currently, we have the ability to borrow $1.2 lmiliin additional funds through our commercial papergram, which is supported by our §
billion three-year credit agreement (our “crediifitdy”) that will terminate on July 30, 2013. We pay a cdtmmant fee of 15 to 35 basis poi
for our credit facility, depending on our crediting, whether or not amounts have been borrowed,camrently pay a commitment fee of
basis points. The interest rate on borrowings undercredit facility is, at our option, calculatading rates that are primarily based on eithe
prevailing London InteBank Offer Rate, the prime rate determined by thmiaistrative agent or the Federal funds rate.deotain borrowing
under our credit facility there is also a spreaseobon our credit rating added to the applicaltie. ras of June 30, 201,2we have not utilize
our credit facility for additional funds.

Our credit facility contains certain covenants. Ty financial covenant requires that our indebtss to cash flow ratio, as defined in
credit facility, is not greater than 4 to 1, angsttovenant has never been exceeded.

Dividends

On January 18, 2012, the Board of Directors apgi@meincrease in the quarterly common stock divddieom $0.250 per share to $0.255
share.

RECONCILIATION OF NON-GAAP FINANCIAL INFORMATION

Free cash flow is a noOBAAP financial measure and reflects our cash floavjuled by operating activities less investmenpiapublicatiol
costs, capital expenditures and dividends. Cagglenditures include purchases of property andpegemt and additions to technolc
projects. Our cash flow provided by operating atiéig is the most directly comparable U.S. GAARaficial measure to free cash flow.

We believe the presentation of free cash flow adlawr investors to evaluate the cash generated diamunderlying operations in a man
similar to the method used by management. We esedash flow to conduct and evaluate our businesause we believe it typically prese
a more conservative measure of cash flows sincé#atagxpenditures and dividends are considered @essary component of ongo
operations. Free cash flow is useful for manageraedtinvestors because it allows management arestiors to evaluate the cash availab
us to service debt, make strategic acquisitionsievestments, repurchase stock and fund ongoingatipa and working capital needs.

The presentation of free cash flow is not intentiedbe considered in isolation or as a substitutetlie financial information prepared ¢
presented in accordance with U.S. GAAP. Free dash &s we calculate it, may not be comparablertolarly
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titted measures employed by other companies. Thanfimg table presents a reconciliation of our célelw provided by operating activities
free cash flow for the six months ended June 30 :

(in millions) 2012 2011

Cash provided by operating activities $ 158 ¢ 33¢
Investment in prepublication costs (79 (60)
Capital expenditures (42 (45)

Cash flow before dividends 34 232
Dividends paid to shareholders (14%) (152)
Dividends paid to noncontrolling interests (1) 9

Free cash flow $ (122) ¢ 72

CRITICAL ACCOUNTING ESTIMATES

Our accounting policies are described in Note Aceounting Policiedo the consolidated financial statements in our vairReport. A
discussed in Item Management’s Discussion and Analysis of Financiahdition and Results of Operationsn our Annual Report, v
consider an accounting estimate to be criticall ifequired assumptions to be made that were uneetahe time the estimate was made
changes in the estimate or different estimatesdchave a material effect on our results of openatid’hese critical estimates include tt
related to revenue recognition, allowance for dfuwlb&ccounts and sales returns, inventories, prgailon costs, accounting for 1
impairment of long-lived assets (including othetamgible assets), goodwill and indefinite-livedaingible assets, retirement plans and post
retirement healthcare and other benefits, stuaked compensation, income taxes and contingendlesbase our estimates on histol
experience, current developments and on variousr @bsumptions that we believe to be reasonableruthdse circumstances, the resul
which form the basis for making judgments aboutyéag values of assets and liabilities that cameaily be determined from other sour
There can be no assurance that actual resultshetildiffer from those estimates. Since the datewf Annual Report, there have beer
changes to our critical accounting estimates.

RECENTLY ADOPTED ACCOUNTING STANDARDS

In September 2011, the Financial Accounting Stasel@oard (“FASB”)issued guidance that simplified how an entity tegisdwill for
impairment. The revised guidance provides an ethigéyoption to make a qualitative evaluation aktbetlikelihood of goodwill impairmer
Under the revised guidance, an entity is permittefirst assess qualitative factors to determinetivér goodwill impairment exists prior
performing analyses comparing the fair value odorting unit to its carrying amount. If, after @ssing the totality of events or circumstar
an entity determines that it is more likely thart timat the fair value of a reporting unit is lekart its carrying amount, then performing
guantitative impairment test is required. Otherwise further testing is required. The guidanceffisative beginning January 1, 2012; howe
early adoption is permitted. We adopted the FAS@lidance during the three months ended Decenih@03.1. The adoption of the guida
did not have a significant impact on our finangasition, results of operations or cash flows.

In May 2011, the FASB issued new guidance for ¥alue measurements intended to achieve commondhie measurement and disclos
requirements in U.S. GAAP and International Finah&eporting Standards. The amended guidance mswadconsistent definition of f
value to ensure that the fair value measurementdisclosure requirements are similar between U.8ARS and International Financ
Reporting Standards. The amended guidance chamgtsncfair value measurement principles and engmrhe disclosure requireme
particularly for Level 3 fair value measurementse®amended guidance, which went into effect fdpeginning January 1, 2012, did not ha
significant impact on our financial position, resubf operations or cash flows.

In June 2011, the FASB issued guidance that matlifiav comprehensive income is presented in any&éhfinancial statements. The guida
issued requires an entity to present the total @hmrehensive income, the components of net incoene, the components of otl
comprehensive income either in a single continustatement of comprehensive income or in two sepdrat consecutive statements
eliminates the option to present the componentstbér comprehensive income as part of the statemieeguity. The revised financ
statement presentation for comprehensive incomeeffastive on January 1, 2012 and has been incarpaiinto this quarterly report on Fc
10-Q.
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FORWARD-LOOKING STATEMENTS

This report contains forwarkboking statements, including without limitationatgments relating to our businesses and our prtspeev
products, sales, expenses, tax rates, cash floggublication investments and operating and capeglirements that are made pursuant t
safe harbor provisions of the Private Securitieightion Reform Act of 1995. These forwalmbking statements are intended to pro
managemeng current expectations or plans for our future afreg and financial performance and are based songgtions managemt
believes are reasonable at the time they are made.

Forward-looking statements can be identified by tlse of words such as “believe,” “expect,” “plarfgstimate,” “project,” “target,”
“anticipate,” “intend,” “may,” “will,” “continue” and other words of similar meaning in connectiothvd discussion of future operatinc

financial performance. These statements are natgtees of future performance and involve certaksy uncertainties and assumptions

are difficult to predict; therefore, actual outcamand results could differ materially from whateispected or forecasted. These risks

uncertainties include, among others:

* worldwide economic, financial, political and regtaley conditions

« currency and foreign exchange volatil

« the effect of competitive products and pric

« the level of success of new product developmentgwiohl expansiol

« the level of future cash flon

« the levels of capital and prepublication investrsy

e income tax rate

e restructuring charge

« the health of debt and equity markets, includirgdirquality and spreads, the level of liquidityddature debt issuanci
« the level of interest rates and the strength otdpgtal markets in the U.S. and abrc

« the demand and market for debt ratings, inclydiollateralized debt obligations, residential ammnmercial mortgage and asset-
backed securities and related asset classes;

« the state of the credit markets and their impacttandard & Poos’Ratings and the economy in gent
« the regulatory environment affecting StandarBd&or’'s Ratings and our other busines

« the level of merger and acquisition activity in theS. and abroa

« the level of funding in the education marl

¢ School Education Grouplevel of success in adoptions and open terri

« enrollment and demographic trer

» the strength of School Education Group’s testivagket, Higher Education, Professional and Intiéonal’s publishing markets and 1
impact of technology on them;

e continued investment by the construction, autonegttomputer and aviation industri
« the strength and performance of the domestic aednational automotive marke
« the volatility of the energy marketpla

e and the contract value of public works, manufdog and singldamily unit constructior
In addition, there are certain risks and unceri@ntelating to our previously announced Growth afadue Plan which contemplate:
separation of our education business, includingnoti limited to, the impact and possible disruptio our operations, the timing and certa

of completing the transaction, unanticipated degwedents that may delay or negatively impact the-gffinand the ability of each busines:
operate as an independent entity upon completidheo$pin-off. We caution readers not to place endliance on forward-looking statements.
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Item 3.Quantitative and Qualitative Disclosures About MaArRisk

There have been no significant changes in our expd® market risk during the six months ended Bhe&012from December 31, 2011. C
exposure to market risk includes changes in foregohange rates. We have operations in variousgforeountries where the functio
currency is primarily the local currency. For imtational operations that are determined to be siias of the parent company, the U.S. d
is the functional currency. We typically have natlyr hedged positions in most countries from a lazarency perspective with offsetti
assets and liabilities. We estimate that a hypmthle1 0% adverse movement in the foreign currenahange rates would not be material to
financial position, statement of income or caslwfoAs of June 30, 2012we have entered into an immaterial amount of &darexchanc
contracts to hedge the effect of adverse fluctuatim foreign currency exchange rates. We haveentgred into any derivative financ
instruments for speculative purposes.

Item 4.Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindoktdisclosed in our reports filed with
Securities and Exchange Commission (“SEC”) is réedy processed, summarized and reported withitirttee periods specified in the SEC’
rules and forms, and that such information is aadated and communicated to management, includimgChief Executive Officer (“CEQ)
and Chief Financial Officer (“CFQ”), as appropriate allow timely decisions regarding required tisare.

As of June 30, 2012 an evaluation was performed under the superviaiwh with the participation of management, inclgdihe CEO an
CFO, of the effectiveness of the design and operatf our disclosure controls and procedures (éimetkin Rules 13a-15(e) and 188{e
under the U.S. Securities Exchange Act of 1934kelBaon that evaluation, management, including tB® @nd CFO, concluded that
disclosure controls and procedures were effectvef dune 30, 2012 .

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal cootret financial reporting during the most recentrtgrathat have materially affected, or

reasonably likely to materially affect, our inteFgantrol over financial reporting.
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PART Il - OTHER INFORMATION

Item 1.l egal Proceedings

The following amends the disclosure in Note 18emmitments and Contingenciesthe consolidated financial statements of oumuahreport
on Form 10-K for the year ended December 31, 2004 ‘Annual Report”).

« In connection with the Reese matter, on Apri2@12, the District Court entered judgment grantimg Defendantanotion to dismis:
and dismissing all claims asserted against theridiafiets in their entirety. The Lead Plaintiff hapegled the dismissal order.

* In connection with the Gearren and Sullivan eratt on February 23, 2012, the Court of Appealdsediethe plaintiffs’petition fol
reconsideration by the full Court. Plaintiffs hdiled a petition with the United States Supreme €agking it to review the decision.

« The Civil Division of the Department of Justi¢®0J”) and the Division of Enforcement of the Securitiad &xchange Commissi
(“SEC”) are investigating potential violations of civil pisions of federal law relating to S&P's ratingsswfuctured products. V
have been in discussions with representatives ®f0J and the SEC presenting our position on theets raised by them ¢
articulating why neither of them should commenaecpedings adverse to the Company or its personnel.

We believe that the claims asserted and/or contaexplin the proceedings described in Note—23Zommitments and Contingenctesthe
consolidated financial statements of our Annuald®ems amended above, have no basis and thepeaviligorously defended by the Comp
and/or the subsidiaries involved.

In view of the inherent difficulty of predicting ¢houtcome of legal matters, particularly where dl@@mants seek very large or indetermi
damages, or where the cases present novel legaigbeinvolve a large number of parties or areanly stages of discovery, we cannot ¢
with confidence what the eventual outcome of thedjieg matters described in Note 1&emmitments and Contingenciesthe consolidate
financial statements of our Annual Report will ldat the timing of the ultimate resolution of thesatters will be or what the eventual I¢
fines, penalties or impact related to each pendiagier may be. We believe, based on our currentvlietdge, the outcome of the legal acti
proceedings and investigations currently pendingukhnot have a material, adverse effect on owanfaial position, results of operations
cash flows.

Iltem la.Risk Factors

Our Annual Report contains detailed cautionaryest@nts which identify all known material risks, artainties and other factors that cc
cause our actual results to differ materially frbistorical or expected results. There have beematerial changes to the risk factors we |
previously disclosed in Iltem 1Rjsk Factors in our Annual Report.

Iltem 2.Unregistered Sales of Equity Securities and Uderoteeds

On June 29, 2011, the Board of Directors approvstbek repurchase program authorizing the purchise to 50.0 million shares (th011
Repurchase Program™yhich was approximately 17% of the total share®wf outstanding common stock at that time. During $econ
quarter of 2012, we received an additional 0.liarilshares from the conclusion of our capped Aca&del Share Repurchase Agreement
we entered into on December 7, 2011. Further dé&sgnselating to this agreement can be found ireNbtEquityto the unaudited consolida
financial statements. As of June 30, 2012, 22.#anikhares remained available under the 2011 Répse Program.

Repurchased shares may be used for general cagargioses, including the issuance of shares dek stompensation plans and to offset
dilutive effect of the exercise of employee stopkians. The 2011 Repurchase Program has no expirdéte and purchases under this pro:
may be made from time to time on the open marketimprivate transactions, depending on market itimms.

The following table provides information on our poases of our outstanding common stock during eécersd quarter of 2012 pursuant to
2011 Repurchase Program (column c). In additiothése purchases, the number of shares in coluninclajle: 1) shares of common st
that are tendered to us to satisfy our employgeswithholding obligations in connection with thesting of awards of restricted shares
repurchase such shares based on their fair maakat wn the vesting date), and 2) our shares desareghdered to us to pay the exercise
and to satisfy our employeetsix withholding obligations in connection with terercise of employee stock options. There werethercshar
repurchases during the quarter outside the repsesh@oted below.
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(amounts in millions, except per share price)

(c) Total Number of  (d) Maximum Number
Shares Purchased as of Shares that may yet

(a) Total Number of  (b) Average Price Paid Part of Publicly be Purchased Under

Period Shares Purchased per Share* Announced Programs the Programs
Apr. 1 — Apr. 30, 2012 01 $ 48.4 0.1 22.7
May 1 — May 31, 2012 — — — 221
Jun. 1 — Jun. 30, 2012 = 48.6¢ — 22.7
Total — Qtr 01 % 48.4¢ 0.1 22.7

1 . . . . .
Average price per share information does not inelin accelerated share repurchase transaction.
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(3.ii)

(15)

(31.1)

(31.2)

(32)

(101.INS)

(101.SCH)
(101.CAL)
(101.LAB)
(101.PRE)

(101.DEF)
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By-laws of the Registrant, as amended asdated as of June 27, 2012
Letter on Unaudited Interim Financials

Certification of Chief Executive Officer fmwant to Rule 13a-14(a) and Rule 15d-14(a) oStheurities Exchange Act, as
amended

Certification of Chief Financial Officer puant to Rule 13a-14(a) and Rule 15d-14(a) ofStheurities Exchange Act, as
amended

Certification of Chief Executive Officer athief Financial Officer pursuant to 18 U.S.C. 1388 adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation Livdse
XBRL Taxonomy Extension Label Linkbase
XBRL Taxonomy Extension Presentatiorkhase

XBRL Taxonomy Extension Definition Linkge
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Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causedgharterly Report on Form 1Q-to be
signed on its behalf by the undersigned, therednlp authorized.

The McGraw-Hill Companies, Inc.
Registrant

Date: July 26, 2012 By /slack F. Callahan, Jr.
Jack F. Callahan, Jr.
Executive Vice President and Chief Financial Office

Date: July 26, 2012 By /denneth M. Vittor
Kenneth M. Vittor
Executive Vice President and General Counsel

Date: July 26, 2012 By /#mmanuel N. Korakis
Emmanuel N. Korakis
Senior Vice President and Corporate Controller
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The McGraw-Hill Companies

THE McGRAW-HILL COMPANIES, INC.
BY-LAWS

ARTICLE |

Stockholders

1. A meeting of the stockholders shall be held annually, wheresoever designated by the Board of
Directors on the last Wednesday in April of each year or on such other date as a resolution of the Board of
Directors may designate, for the purpose of electing directors, hearing the reports of officers and directors,
and for the transaction of such other business required or authorized to be transacted by the stockholders.
Any previously scheduled annual or special meeting of stockholders may be postponed by resolution of
the Board of Directors, upon public notice given prior to the date scheduled for such meeting and subject
to the requirements of Section 4 of this Article I.

2. Unless waived in writing by all stockholders, notice of the time, place and object of such meeting
shall be given by mailing, at least ten days previous to such meeting, postage prepaid, a copy of such
notice, addressed to each stockholder at his or her address as the same appears on the books of the
Company.

3. Special meetings of stockholders shall be held at the principal executive offices of the Company or
at such other place as may be designated by a resolution of the Board of Directors and may be called only
as specified in Section D of Article VIII of the certificate of incorporation. Special meetings called at the
request of one or more stockholders (a “Stockholder Requested Special Meeting”) shall be called by the
Chairman of the Board or the Secretary of the Company only if the request complies with all of the
requirements of Section 4 of this Article 1.
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4. In order for a Stockholder Requested Special Meeting to be called, a request for a special meeting
must be signed by the stockholders of record of the Company (or their duly authorized agents) that Own
(as defined in Section D of Article VIII of the certificate of incorporation) the Requisite Percent (as defined
in Section D of Article VIl of the certificate of incorporation) and must be delivered to the Secretary of the
Company at the principal executive offices of the Company by registered mail, return receipt requested
(such signed and delivered request, a “Special Meeting Request”). The Special Meeting Request shall (i)
set forth the name and address, as they appear on the Company's books, of each stockholder of the
Company signing such request (or on whose behalf such request is signed) and the beneficial owner(s)
(as defined in Section D of Article VIII of the certificate of incorporation), if any, on whose behalf such
request is made, (ii) state the specific purpose or purposes of the special meeting, the matter or matters
proposed to be acted on at the special meeting, the reasons for conducting such business at the special
meeting, the text of any proposal or business to be considered at the special meeting (including the text of
any resolutions proposed to be considered and, in the event that such business includes a proposal to
amend these By-Laws, the language of the proposed amendment), and such information as would be
required by Section 2 of Article I-A were such business to be brought before an annual meeting, (iii) bear
the date of signature of each such stockholder (or duly authorized agent) signing the Special Meeting
Request, (iv) provide a representation by each stockholder signing the Special Meeting Request, with
documentary evidence, that (A) the stockholder is a holder of record of, and Owns, the number of shares
of stock of the Company that is attributed to such stockholder in its Special Meeting Request and such
stockholder intends to appear in person or by proxy at the Stockholder Requested Special Meeting, and
(B) the beneficial owner(s) on whose behalf the stockholder is making such Special Meeting Request, if
any, beneficially owns the number of shares of stock of the Company attributed to such beneficial owner
(s) in the stockholder's Special Meeting Request, and (v) an acknowledgement by the requesting
stockholders and the beneficial owners, if any, on whose behalf the Special Meeting Request is being
made that such Special Meeting Request shall be deemed to be revoked (and any meeting scheduled in
response may be cancelled) if such requesting stockholders do not Own at least the Requisite Percent at
all times between the date on which such Special Meeting Request is delivered and the date of the
applicable Stockholder Requested Special Meeting. Any requesting stockholder may revoke its
participation in a Special Meeting Request at any time by written revocation delivered to the Secretary at
the principal executive offices of the Company.

Any special meeting shall be held at such date and time as may be fixed by the Board of Directors in
accordance with these By-Laws and in compliance with the New York Business Corporation Law;
provided that, in the case of a Stockholder Requested Special Meeting, except as otherwise provided
herein or unless a later date is required in order to allow the Company to file the information required
under Schedule 14A under the Securities Exchange Act of 1934, as amended and the rules and
regulations promulgated thereunder (the “Exchange Act”), if applicable, the date of any Stockholder
Requested Special Meeting shall be not more than ninety (90) days after the determination of the validity
of the applicable Special Meeting Request in the manner provided in Section D of Article VIII of the
certificate of incorporation.

Business transacted at any Stockholder Requested Special Meeting shall be limited to the purpose
(s) stated in the applicable Special Meeting Request, which shall be included in
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the Company's notice of such Stockholder Requested Special Meeting; provided, however, that nothing
herein shall prohibit the Board of Directors from submitting additional matters to the stockholders at any
Stockholder Requested Special

Meeting. If none of the stockholders who submitted a Special Meeting Request appears at or sends
a qualified representative to the Stockholder Requested Special Meeting to present the matters to be
presented for consideration that were specified in the Special Meeting Request, the Company need not
present such matters for a vote at such meeting.

Except as otherwise provided by law, in the case of a Stockholder Requested Special Meeting, the
chairman of the meeting shall have the power and duty (i) to determine whether a nomination or any
business proposed to be brought before the meeting was made or proposed, as the case may be, in
accordance with the procedures set forth in this Section 4, and (ii) if any proposed nomination or business
was not made or proposed in compliance with this Section 4 or the stated business to be brought before
the special meeting is not a proper subject for stockholder action under applicable law, to declare that
such nomination shall be disregarded or that such proposed business shall not be transacted. In addition,
a Stockholder Requested Special Meeting shall not be held if (1) the Board of Directors has called or calls
for an annual meeting of stockholders to be held within ninety (90) days after delivery of the applicable
Special Meeting Request and the Board of Directors determines in good faith that the business of such
annual meeting includes (among any other matters properly brought before the annual meeting) the
business specified in such Special Meeting Request, (2) an annual or special meeting was held within
ninety (90) days before the delivery of the applicable Special Meeting Request and the Board of Directors
determines in good faith that the business of such prior annual or special meeting included (among any
other matters properly brought before such prior annual or special meeting) the business specified in such
Special Meeting Request, or (3) the Board of Directors determines in good faith that all of the stated
business to be brought before such Stockholder Requested Special Meeting is not a proper subject for
stockholder action under applicable law.

5. Notice of each special meeting, except where otherwise expressly provided by statute, and unless
waived in writing by every stockholder entitled to vote, stating the time, place and in general terms the
purpose or purposes thereof, shall be mailed not less than thirty nor more than sixty days prior to the
meeting to each stockholder at his or her address as the same appears on the books of the Company.

6. At a meeting of stockholders the holders of a majority of the shares entitled to vote, being present
in person or represented by proxy, shall be a quorum for all purposes, except where otherwise provided
by statute or by the certificate of incorporation.

7. If at any meeting a quorum shall fail to attend in person or by proxy, a majority in interest of
stockholders entitled to vote present or represented by proxy at such meeting may adjourn the meeting
from time to time without further notice until a quorum shall attend and thereupon any business may be
transacted which might have been transacted at the meeting as originally called had the same been then
held. The Chairman of a meeting of stockholders may adjourn such meeting from time to time, whether or
not there is a quorum of stockholders at such meeting.

8. The Chairman of the Board, and in his or her absence the Presiding Director, and
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in his or her absence a Chairman appointed by the Board of Directors, shall call meetings of the
stockholders to order and shall act as Chairman thereof.

9. The Secretary of the Company shall act as Secretary at all meetings of the stockholders and in his
or her absence the Chairman of the meeting may appoint any person to act as Secretary.

10. At each meeting of stockholders every stockholder entitled to vote may vote in person or by
proxy. The Board of Directors may fix a day not more than sixty days prior to the day of holding any
meeting of the stockholders as the day as of which stockholders entitled to notice of and to vote at such
meeting shall be determined, and all persons who shall be holders of record of voting stock at such time
and no other shall be entitled to notice of and to vote at such meeting.

11. At all elections of directors the polls shall be opened and closed, the proxies shall be received
and taken in charge and all ballots shall be received and counted by two inspectors who shall be
appointed by the Board. If any inspector shall fail to attend or refuse to act, the vacancy may be filled at
the meeting by the Chairman of the meeting. No candidate for election as director shall be appointed an
inspector.

12. The inspectors shall, before entering upon the discharge of their duties, be sworn to faithfully
execute the duties of inspector at such meeting with strict impartiality and according to the best of their
ability.

ARTICLE I-A

Nomination of Directors; Presentation of Business at Stockholder Meetings; Required Vote for
Directors; Director Eligibility

1. Nominations of persons for election to the Board of Directors and the proposal of business to be
considered by the stockholders may be made at an annual meeting of stockholders (a) pursuant to the
Company's notice of meeting, (b) by or at the direction of the Board of Directors or (c) by any stockholder
of the Company who (i) was a stockholder of record at the time of giving of notice provided for in this
Article I-A and at the time of the annual meeting, (ii) is entitled to vote at the meeting and (iii) complies
with the notice procedures set forth in this Article I-A.

2. For nominations or other business to be properly brought before an annual meeting by a
stockholder pursuant to Section (1)(c) of this Article I-A, the stockholder must have given timely notice
thereof in writing to the Secretary and such other

business must otherwise be a proper matter for stockholder action. To be timely, such a
stockholder's notice shall be delivered to the Secretary at the principal executive offices of the Company
not earlier than the close of business on the 120th day and not later than the close of business on the 90th
day prior to the first anniversary of the preceding year's annual meeting; provided, however, that in the
event that the date of the annual meeting is more
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than 30 days before or more than 60 days after such anniversary date, notice by the stockholder to be
timely must be so delivered not earlier than the close of business on the 120th day prior to such annual
meeting and not later than the close of business on the later of the 90th day prior to such annual meeting
and the 10th day following the day on which public announcement of the date of such meeting is first
made by the Company. In no event shall the public announcement of an adjournment of an annual
meeting commence a new time period for the giving of a stockholder's notice as described above. To be
in proper form, such a stockholder's notice to the Secretary must: (a) set forth, as to the stockholder giving
the notice and the beneficial owner, if any, on whose behalf the nomination or proposal is made (i) the
name and address of such stockholder, as they appear on the Company's books, and of such beneficial
owner, if any, (ii) as of the date of such notice (which information shall be supplemented by such
stockholder and beneficial owner, if any, not later than 10 days after the record date for the meeting to
disclose such ownership as of the record date), (A) the class or series and number of shares of the
Company which are owned beneficially and of record by such stockholder and such beneficial owner, if
any, (B) any option, warrant, convertible security, stock appreciation right, or similar right with an exercise
or conversion privilege or a settlement payment or mechanism at a price related to any class or series of
shares of the Company or with a value derived in whole or in part from the value of any class or series of
shares of the Company, any derivative or synthetic arrangement having the characteristics of a long
position in any class or series of shares of the Company, or any contract, derivative, swap or other
transaction or series of transactions designed to produce economic benefits and risks that correspond
substantially to the ownership of any class or series of shares of the Company, including due to the fact
that the value of such contract, derivative, swap or other transaction or series of transactions is
determined by reference to the price, value or volatility of any class or series of shares of the Company,
whether or not such instrument, contract or right shall be subject to settlement in the underlying class or
series of shares of the Company, through the delivery of cash or other property, or otherwise, and without
regard to whether the stockholder of record, the beneficial owner, if any, or any affiliates or associates or
others acting in concert therewith, may have entered into transactions that hedge or mitigate the economic
effect of such instrument, contract or right (a “Derivative Instrument”) directly or indirectly owned
beneficially by such stockholder, the beneficial owner, if any, or any affiliates or associates or others
acting in concert therewith and any other direct or indirect opportunity to profit or share in any profit
derived from any increase or decrease in the value of shares of the Company, (C) any proxy, contract,
arrangement, understanding, or relationship pursuant to which such stockholder has a right to vote any
class or series of shares of the Company, (D) any agreement, arrangement, understanding, relationship or
otherwise, including any repurchase or similar so-called “stock borrowing” agreement or arrangement,
engaged in, directly or indirectly, by such stockholder, the purpose or effect of which is to mitigate loss to,
reduce the economic risk (of ownership or otherwise) of any class or series of the shares of the Company
by, manage the risk of share price changes for, or increase or decrease the voting power of, such
stockholder with respect to any class or series of the shares of the Company, or which provides, directly
or indirectly, the opportunity to profit or share in any profit derived from any decrease in the price or value
of any class or series of the shares of the Company (“Short Interests”), (E) any rights to dividends on the
shares of the Company owned beneficially by such stockholder that are separated or separable from the
underlying shares of the Company, (F) any proportionate interest in shares of the Company or Derivative
Instruments held, directly or indirectly, by a general or limited partnership in which such stockholder is a
general partner or, directly or indirectly, beneficially owns an interest in a general partner of
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such general or limited partnership, (G) any performance-related fees (other than an asset-based fee) that
such stockholder is entitled to based on any increase or decrease in the value of shares of the Company
or Derivative Instruments, if any, including without limitation any such interests held by members of such
stockholder's immediate family sharing the same household, (H) any significant equity interests or any
Derivative Instruments or Short Interests in any principal competitor of the Company held by such
stockholder, and (I) any direct or indirect interest of such stockholder in any contract with the Company,
any affiliate of the Company or any principal competitor of the Company (including, in any such case, any
employment agreement, collective bargaining agreement or consulting agreement), and (iii) any other
information relating to such stockholder and beneficial owner, if any, that would be required to be
disclosed in a proxy statement or other filings required to be made in connection with solicitations of
proxies for, as applicable, the proposal and/or for the election of directors in a contested election pursuant
to Section 14 of the Exchange Act; (b) if the notice relates to any business other than the nomination of a
director that the stockholder proposes to bring before the meeting, set forth (i) a brief description of the
business desired to be brought before the meeting, the reasons for conducting such business at the
meeting and any material interest of such stockholder and beneficial owner, if any, in such business and
(if) a description of all agreements, arrangements and understandings between such stockholder and
beneficial owner, if any, and any other person or persons (including their names) in connection with the
proposal of such business by such stockholder; and (c) set forth, as to each person, if any, whom the
stockholder proposes to nominate for election or reelection as a director (i) all information relating to such
person that would be required to be disclosed in a proxy statement or other filings required to be made in
connection with solicitations of proxies for election of directors in a contested election pursuant to Section
14 of the Exchange Act and the rules and regulations promulgated thereunder (including such person's
written consent to being named in the proxy statement as a nominee and to serving as a director if
elected) and (ii) a description of all direct and indirect compensation and other material monetary
agreements, arrangements and understandings during the past three years, and any other material
relationships, between or among such stockholder and beneficial owner, if any, and their respective
affiliates and associates, or others acting in concert therewith, on the one hand, and each proposed
nominee, and his or her respective affiliates and associates, or others acting in concert therewith, on the
other hand, including, without limitation, all information that would be required to be disclosed pursuant to
Rule 404 promulgated under Regulation S-K if the stockholder making the nomination and any beneficial
owner on whose behalf the nomination is made, if any, or any affiliate or associate thereof or person
acting in concert therewith, were the “registrant” for purposes of such rule and the nominee were a
director or executive officer of such registrant. In addition, each nominee for election or reelection to the
Board of Directors must include the completed and signed questionnaire, representation and agreement
required by Section 9 of this Article I-A. The Company may require any proposed nominee to furnish such
other information as may reasonably be required by the Company to determine the eligibility of such
proposed nominee to serve as an independent director of the Company or that could be material to a
reasonable stockholder's understanding of the independence, or lack thereof, of such nominee.

3. Notwithstanding anything in the second sentence of Section 2 of this Article I-A to the contrary, in
the event that the number of directors to be elected to the Board of Directors of the Company is increased
and there is no public announcement by the Company naming all of the nominees for director or
specifying the size of the increased Board of Directors at
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least 100 days prior to the first anniversary of the preceding year's annual meeting, a stockholder's notice
required by this Article I-A shall also be considered timely, but only with respect to nominees for any new
positions created by such increase, if it shall be delivered to the Secretary at the principal executive
offices of the Company not later than the close of business on the 10th day following the day on which
such public announcement is first made by the Company.

4. Only such business shall be conducted at a special meeting of stockholders as shall have been
brought before the meeting pursuant to the Company's notice of such meeting. Nominations of persons
for election to the Board of Directors may be made at a special meeting of stockholders (a) by or at the
direction of the Board of Directors, or (b) in the case of a special meeting (other than a Stockholder
Requested Special Meeting), provided that the Board of Directors has determined that directors shall be
elected at such meeting, by any stockholder of the Company who (i) is a stockholder of record at the time
of giving of notice provided for in this Article I-A and at the time of the special meeting, (ii) is entitled to
vote at the meeting and (iii) complies with the notice procedures set forth in this Article I-A, or (c) in the
case of a Stockholder Requested Special Meeting, pursuant to the Special Meeting Request for such
Stockholder Requested Special Meeting. In the event the Company calls a special meeting of
stockholders for the purpose of electing one or more directors to the Board of Directors other than a
Stockholder Requested Special Meeting, any such stockholder may nominate a person or persons (as the
case may be) for election to such position(s) as specified in the Company's notice of meeting pursuant to
clause (b) of the preceding sentence, if the stockholder's notice required by Section 2 of this Article I-A
(including the completed and signed questionnaire, representation and agreement required by Section 9
of this Article I-A) shall be delivered to the Secretary at the principal executive offices of the Company not
earlier than the close of business on the 120th day prior to such special meeting and not later than the
close of business on the later of the 90th day prior to such special meeting and the 10th day following the
day on which public announcement is first made of the date of the special meeting and of the nominees
proposed by the Board of Directors to be elected at such meeting. In no event shall the public
announcement of an adjournment of a special meeting commence a new time period for the giving of a
stockholder's notice as described above. Notwithstanding anything in these By-Laws to the contrary, in
the case of a Stockholder Requested Special Meeting, no stockholder may propose to conduct business
or nominate a person for election to the Board of Directors at such Stockholder Requested Special
Meeting, except pursuant to Special Meeting Request delivered for such Stockholder Requested Special
Meeting.

5. Only such persons who are nominated in accordance with the procedures set forth in this Article I-
A shall be properly nominated for election as directors and only such business shall be conducted at a
meeting of stockholders as shall have been brought before the meeting in accordance with the procedures
set forth in this Article I- A. Except as otherwise provided by law, the Certificate of Incorporation or these
By- Laws, the Chairman of the meeting shall have the power and duty to determine whether a nomination
or any business proposed to be brought before the meeting was made or proposed, as the case may be,
in accordance with the procedures set forth in this Article I-A and, if any proposed nomination or business
is not in compliance with this Article I-A, to declare that such defective proposal or nomination shall be
disregarded.

6. For purposes of this Article I-A, “public announcement” shall mean disclosure in a
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press release reported by the Dow Jones News Service, Associated Press or comparable national news
service or in a document publicly filed by the Company with the Securities and Exchange Commission
pursuant to Section 13, 14 or 15(d) of the Exchange Act.

7. Notwithstanding the foregoing provisions of this Article I-A, a stockholder shall also comply with all
applicable requirements of the Exchange Act and the rules and regulations thereunder with respect to the
matters set forth in this Article I-A. Nothing in this Article I-A shall be deemed to affect any rights (i) of
stockholders to request inclusion of proposals in the Company's proxy statement pursuant to Rule 14a-8
under the Exchange Act or (ii) of the holders of any series of Convertible Preference Stock or Series
Preferred Stock if and to the extent provided for under law, the Certificate of Incorporation or these By-
Laws.

8. At each annual or special meeting of the stockholders for the election of Directors, at which a
quorum is present, each Director shall be elected by the vote of the majority of the votes cast with respect
to the Director, provided that if as of the date that is fourteen (14) days in advance of the date the
Company files its definitive proxy statement (regardless of whether or not thereafter revised or
supplemented) with the Securities and Exchange Commission the number of nominees exceeds the
number of Directors to be elected, the directors shall be elected by the vote of a plurality of the shares
represented in person or by proxy at any such meeting and entitled to vote on the election of Directors.
For purposes of this section, a majority of the votes cast means that the number of shares voted “for” a
Director must exceed the number of votes cast “against” that Director. Any Director standing for reelection
at an annual or special meeting of stockholders who is not elected shall promptly tender his or her
resignation to the Board of Directors. The Nominating and Corporate Governance Committee shall make
a recommendation to the Board of Directors as to whether to accept or reject the tendered resignation, or
whether other action should be taken. The Board of Directors shall act on the tendered resignation, taking
into account the Nominating and Corporate Governance Committee's recommendation, and publicly
disclose (by a press release, a filing with the Securities and Exchange Commission or other broadly
disseminated means of communication) its decision regarding the tendered resignation and the rationale
behind the decision within 90 days from the date of the certification of the election results. The Nominating
and Corporate Governance Committee in making its recommendation, and the Board of Directors in
making its decision, may each consider any factors or other information that it considers appropriate and
relevant. The director who tenders his or her resignation shall not participate in the recommendation of the
Nominating and Corporate Governance Committee or the decision of the Board of Directors with respect
to his or her resignation. If a director's resignation is accepted by the Board of Directors pursuant to this
Section 8, then the Board of Directors, in its sole discretion, may fill any resulting vacancy pursuant to the
provisions of Article VIII(B) of the Certificate of Incorporation or may decrease the size of the Board of
Directors pursuant to the provisions of Article VIII(A) of the Certificate of Incorporation.

9. To be eligible to be a nominee for election as a director of the Company, a person must deliver (in
accordance with the time periods prescribed for delivery of notice under this Article I-A) to the Secretary at
the principal executive offices of the Company a written questionnaire with respect to the background and
qualification of such person and the background of any other person or entity on whose behalf the
nomination is being made (which questionnaire shall be provided by the Secretary upon written request)
and a written representation and agreement (in the form provided by the Secretary upon written request)
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that such person (A) will abide by the requirements of Section 8 of this Article I-A, (B) is not and will not
become a party to (1) any agreement, arrangement or understanding with, and has not given any
commitment or assurance to, any person or entity as to how such person, if elected as a director of the
Company, will act or vote on any issue or question (a “Voting Commitment”) that has not been disclosed
to the Company or (2) any Voting Commitment that could limit or interfere with such person's ability to
comply, if elected as a director of the Company, with such person'’s fiduciary duties under applicable law,
(C) is not and will not become a party to any agreement, arrangement or understanding with any person
or entity other than the Company with respect to any direct or indirect compensation, reimbursement or
indemnification in connection with service or action as a director that has not been disclosed therein, (D)
beneficially owns, or agrees to purchase within 90 days if elected as a director of the Company, not less
than 400 shares of stock of the Company (“Qualifying Shares”) (subject to adjustment for any stock splits
or stock dividends occurring after January 31, 2007), will not dispose of such minimum number of shares
so long as such person is a director, and has disclosed therein whether all or any portion of the Qualifying
Shares were purchased with any financial assistance provided by any other person and whether any other
person has any interest in the Qualifying Shares, and (E) in such person's individual capacity and on
behalf of any person or entity on whose behalf the nomination is being made, would be in compliance, if
elected as a director of the Company, and will comply with all applicable publicly disclosed corporate
governance, conflict of interest, confidentiality and stock ownership and trading policies and guidelines of
the Company.

ARTICLE Il Board of Directors

1. The business and affairs of the Company shall be managed under the direction of the Board of
Directors. Unless and until changed as provided in this Section 1 of this Article I, the number of directors
constituting the Board of Directors shall be thirteen (13). The Board of Directors shall have power from
time to time and at any time, by vote of a majority of the total number of directors which the Company
would have if there were no vacancies on the Board, to increase or reduce the number of directors
constituting the Board of Directors to such number (subject to any limits contained in the certificate of
incorporation) as the Board of Directors shall determine, but in no event to less than twelve (12) or more
than twenty-five (25). Subject to the express terms and conditions of the certificate of incorporation and
these By-Laws, the directors shall have the usual and customary powers and duties of directors of a
corporation; also any and all powers given and permitted by law; and also power to exercise any and all
powers of the Company, and to do any and all acts without any prior action taken or consent given by the
stockholders, unless required by law, or the certificate of incorporation, or by these By-Laws; the directors
may exercise all powers, and do all acts and things which are not, by statute or by the certificate of
incorporation or these By-Laws, expressly directed or required to be exercised or done by the
stockholders.

2. Without prejudice to the general powers conferred by the last preceding section, and the other
powers conferred by the certificate of incorporation and by these By-Laws, it is hereby expressly declared
that the Board of Directors shall have the following powers, that is to say:
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FIRST: From time to time to make and change rules and regulations, not inconsistent with these By-
Laws, for the management of the Company's business and affairs.

SECOND: To purchase or otherwise acquire for the Company any property, rights or privileges which
the Company is authorized to acquire, at such price and on such terms and conditions, and for such
consideration, as they shall, from time to time, see fit.

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

FOURTH: To appoint and at their discretion remove or suspend such subordinate officers, agents or
servants, permanently or temporarily, as they may, from time to time, think fit, and to determine their
duties, and fix, and, from time to time, change their salaries or emoluments, and to require security in
such instance and in such amounts as they think fit.

FIFTH: To confer by resolution upon any elected or appointed officer of the Company the power to
choose, remove or suspend subordinate officers, agents or servants.

SIXTH: To appoint any person or persons to accept and hold in trust for the Company any property
belonging to the Company, or in which it is interested, or for any other purpose, and to execute and
do all such duties and things as may be requisite in relation to any such trust.

SEVENTH: To determine who shall be authorized on the Company's behalf, to sign bills, notes,
receipts, acceptances, endorsements, checks, releases, contracts and documents.

EIGHTH: From time to time to provide for the management of the affairs of the Company, at home or
abroad, in such manner as they see fit, and in particular, from time to time, to delegate any of the
powers of the Board of Directors in the course of the current business of the Company, to any
special or standing committee or to any officer or agent, and to appoint any persons to be the agents
of the Company, with such powers (including the power to sub-delegate), and upon such terms, as
may be thought fit.

NINTH: To appoint an Executive Committee of three or more directors and such other persons as
may be added thereto by specific resolution of the Board, who may meet at stated times, or on notice
to all by any of their own number; who shall generally perform such duties and exercise such powers
as may be directed or delegated by the Board of Directors from time to time. The Board may
delegate to such Committee authority to exercise the powers of the Board while the Board is not in
session, except as otherwise provided by law. The Executive Committee shall keep regular minutes
of its proceedings and report the same to the Board when required.

3. Each director shall serve for the term for which he or she shall be elected and until his or her
successor shall be chosen and shall accept his or her election, but any director may resign at any time.

10
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4. The directors may hold their meetings and may have an office and keep the books of the
Company at such place or places as the Board from time to time may determine.

5. A regular meeting of the Board of Directors shall be held each year, either immediately following
adjournment of the Annual Meeting of Stockholders or at such other time as may be fixed by the
Chairman of the Board or the President but on a date no later than 60 days following the adjournment of
the Annual Meeting of Stockholders, for the purpose of electing officers, a Chairman of the Board,
members of the Executive Committee, members of the other committees of the Board, and to organize the
Board for the ensuing year. Regular meetings of the Board of Directors shall also be held at such time and
place as may be fixed by the Chairman of the Board, or the President. Notice shall be given to each
director of the date of each regular meeting by the Secretary in the same manner as provided in Article I,
Section 7, of these By-Laws for notice of special meetings of directors.

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

7. The Secretary shall give notice to each director of each special meeting by mailing the same, at
least two days before the meeting, or by telegraphing or

telephoning not later than the day before the meeting. If every director shall be present at any
meeting any business may be transacted without previous notice.

8. The Chairman of the Board when present shall preside at all meetings of the Board of Directors
and at all meetings of the stockholders. He or she shall perform all duties incident to the office of the
Chairman of the Board. If the Company shall have a Presiding Director in accordance with its Corporate
Governance Guidelines, the Presiding Director shall preside at all meetings of the Board of Directors at
which the Chairman is not present, including all meetings of non-management Directors and all executive
sessions of the independent Directors. In the absence or inability to act of both the Chairman and the
Presiding Director, the Board may designate any director to perform the duties of temporary Chairman
which shall include presiding at meetings of stockholders and of the Board of Directors.

9. A majority of the entire Board of Directors shall constitute a quorum for the transaction of
business, except where otherwise provided by statute or by the certificate of incorporation or by these By-
Laws, and a majority of those present at the time and place of any regular or special meeting may adjourn
the same from time to time without notice.

10. Any one or more members of the Board may participate in a meeting of the Board by means of a
conference telephone or similar communications equipment allowing all persons participating in the
meeting to hear each other at the same time. Participation by such means shall constitute presence in
person at a meeting.

ARTICLE Il Committees
11
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1. The Board may appoint such committees, as it may deem advisable. Committees so appointed
shall have such powers and duties as may be specified in the resolution of appointment.

2. Each committee shall keep regular minutes of its proceedings and report the same to the Board
when required.

3. Any one or more members of any such committee may participate in a meeting of such committee
by means of a conference telephone or similar communications equipment allowing all persons
participating in the meeting to hear each other at the same time. Participation by such means shall
constitute presence in person at a meeting.

4. Any action required or permitted to be taken at any meeting of any committee may be taken
without a meeting, if all members of the committee consent in writing to the adoption of a resolution
authorizing the action and if the resolution and the written consent thereto are filed with the proceedings of
the committee.

ARTICLE IV Officers

1. The elective officers of the Company shall be a President, one or more Vice-Presidents, a
Secretary and a Treasurer. Any two of the aforesaid offices may be filled by the same person, except the
offices of President and Secretary. For purposes of these By-Laws the office of Vice-President also may
include one or more Executive Vice-Presidents and one or more Senior Vice-Presidents. The term of
office of each of said officers shall continue until the next annual election of directors and the selection of
his or her successor by the Board of Directors. Any officer may, at any time, with or without cause, be
suspended or removed from office by the affirmative vote of a majority of the entire Board at a meeting
thereof.

2. The President shall be the chief executive officer of the Company and shall be responsible for the
general and active supervision and direction of the business, policies and activities of the Company,
subject to the control of the Board of Directors. He or she may execute on behalf of the Company all
authorized deeds, bonds, mortgages, contracts, documents and papers and may affix thereto the
corporate seal when required. He or she shall have power to sign debentures and certificates of stock of
the Company. He or she shall also have such duties as the Board may from time to time determine or as
may be prescribed by these By-Laws. He or she shall be responsible for seeing that the orders and
resolutions of the Board are carried into effect.

3. The Board may elect or appoint one or more Vice-Presidents.

Each Vice-President shall have such powers and shall perform such duties as may be assigned to
him by the Board or by the President. In case of the absence or disability of the President the duties of
that office shall be performed by whomever the Board shall determine by resolution.

4. The Secretary shall attend all meetings of the directors and stockholders, and

12




The McGraw-Hill Companies, Inc. By-Laws

shall record all the proceedings of such meetings in a book to be kept for that purpose, and shall perform
like duties for standing committees when required. He or she shall have charge of the giving of notice of
meetings of stockholders and directors, and perform all the duties assigned to him by the Board of
Directors, or usual for the Secretary of a Company to perform. He or she, or the Treasurer shall, with the
Chairman or President sign all debentures and stock certificates of the Company.

5. The Treasurer shall keep or cause to be kept full and true books of account and records of all
receipts and disbursements, property, assets and liabilities of the Company, in books belonging to the
Company, and shall deposit all moneys, securities, and valuables of the Company in the name of and to
the credit of the Company, in such depositories as shall be designated by the Board of Directors. He or
she shall disburse funds of the Company as ordered by the Board, taking proper vouchers therefor and
shall render to the President and the Board of Directors, at regular meetings or whenever required, an
account of all financial transactions of the Company. He or she shall also have power to sign debentures
and certificates of stock of the Company, checks, notes, bills of exchange or other negotiable instruments
for and in the name of the Company. He or she shall perform all other duties incident to the position of
Treasurer, subject to the control of the Board.

6. The Board of Directors shall have power to appoint one or more Assistant Treasurers, Assistant
Secretaries, Controller or Assistant Controllers who shall have such powers and perform such duties as
may be designated by the Board.

7. The amount of salaries, wages, or other compensation to be paid to the officers, employees and
agents of the Company shall be determined from time to time by the Board or by an Executive Officer or
Committee to whom this work shall be delegated. No officer shall be incapacitated to receive a regular
salary or fixed compensation by reason of being a director of the Company.

ARTICLE IV-A

Bank Accounts, Deposits, Checks, Drafts and Orders

1. Any two of the following officers: the President, any Vice-President, and the Treasurer, Secretary
or Controller may from time to time (1) open and keep in the name and on behalf of the Company, with
such banks, trust companies or other depositories as they may designate, general and special bank
accounts for the funds of the Company, and (2) terminate any such bank accounts. Any such action by
two of the officers as specified above shall be made by an instrument in writing signed by such two
officers and filed with the Secretary. A copy of such instrument, certified by the Secretary or an Assistant
Secretary, shall be evidence to all concerned that the designations or terminations therein contained are
duly authorized on behalf of the Company at the time of the certification.

2. All funds and securities of the Company shall be deposited in such banks, trust companies or
other depositories as are designated by the Board of Directors or by the aforesaid officers in the manner
hereinabove provided, and for the purpose of such deposits,

13
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the President, any Vice-President, the Secretary, the Controller, the Treasurer or an Assistant Treasurer,
and each of them, or any other person or persons authorized by the Board of Directors, may endorse,
assign and deliver checks, notes, drafts, and other orders for the payment of money which are payable to
the Company.

3. All checks, drafts, or orders for the payment of money, drawn in the name of the Company, may
be signed by the President, any Vice-President, the Secretary, the Treasurer or any Assistant Treasurer,
or by any other officer or any employee of the Company who shall from time to time be designated to sign
checks, drafts, or orders on all accounts or on any specific account of the Company by an "instrument of
designation” signed by any two of the following officers: the President, any Vice- President, and the
Treasurer, and filed with the Secretary. The Secretary or any Assistant Secretary shall make certified
copies of such instruments of designation and such certified copies shall be evidence to all concerned of
the authority of the persons designated therein at the time of the certification. An instrument of designation
may provide for (1) the facsimile signature of any person authorized to sign by such instrument or by this
Section, or (2) the revocation of authority of any person (other than an officer named in this Section) to
sign checks, drafts or orders drawn in the name of the Company.

ARTICLE IV-B

Indemnification

1. Any person made or threatened to be made a party to any action or proceeding, whether civil or
criminal, by reason of the fact that such person or such person's testator or intestate is or was a director,
officer or employee of the Company or serves or served any other corporation, partnership, joint venture,
trust, employee benefit plan or other enterprise in any capacity at the request of the Company shall be
indemnified by the Company, and the Company may advance such person's related expenses, to the full
extent permitted by law.

For purposes of this section, references to "the Company" shall include, in addition to the resulting
corporation, any constituent corporation (including any constituent of a constituent) absorbed in a
consolidation or merger which, if its separate existence had continued, would have had power and
authority to indemnify its directors, officers, and employees, so that any person who is or was a director,
officer or employee of such constituent corporation, or is or was serving at the request of such constituent
corporation any other corporation, partnership, joint venture, trust, employee benefit plan or other
enterprise in any capacity at the request of the Company, shall stand in the same position under the
provisions of this section with respect to the resulting or surviving corporation as such person would have
with respect to such constituent corporation if its separate existence had continued.

ARTICLE V Capital Stock
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1. The instruments of debentures, certificate of shares of the preferred, preference and common
capital stock of the Company shall be in such form as shall be approved by the Board of Directors. The
certificates shall be signed by the Chairman of the Board or the President and also by the Secretary or the
Treasurer. The seal of the Company shall be affixed to all certificates. The signatures of the officers upon
a certificate may be facsimiles if the certificate is countersigned by a transfer agent or registered by a
registrar other than the Company itself or its employee. Notwithstanding the foregoing provisions
regarding share certificates or any other provisions of this Article V, officers of the Company may provide
that some or all of any or all classes or series of the Company's capital stock may be uncertificated
shares.

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

3. The Company or its duly authorized stock transfer agent shall keep a book to be known as the
stock book, containing the names, alphabetically arranged, of all persons who are stockholders of the
Company, showing their places of residence, the number of shares of preferred, preference and common
stock held by each respectively, and the time when each became the owner thereof, also entries showing
from and to whom such shares shall be transferred, and the number and denomination of all revenue
stamps used to evidence the payment of the stock transfer tax as required by the laws of the State of New
York, which books shall be open daily, during usual business hours, for inspection by any person who
shall have been a stockholder of record in such Company for a least six months immediately preceding
his or her demand; or by any person holding or thereunto in writing authorized by the holders of at least
five per centum of any class of its outstanding shares, upon at least five days written demand. Persons so
entitled to inspect stock books may make extracts therefrom.

4. Shares shall be transferred only on the books of the Company by the holder thereof in person or
by his or her attorney upon the surrender and cancellation of certificates for a like number of shares, and
upon tender of stock transfer stamps or the equivalent in money sufficient to satisfy all legal requirements.

5. The Board may make such rules and regulations as it may deem expedient concerning the issue,
transfer and registration of certificates of stock of the Company.

6. Certificates for shares of stock or for debentures in the Company may be issued in lieu of
certificates alleged to have been lost, stolen, destroyed, mutilated, or abandoned, upon the receipt of (1)
such evidence of loss, theft, destruction or mutilation and a bond of indemnity in such amount, upon such
terms and with such surety, if any, as the Board of Directors may require in each specific case, or (2) a
request by an appropriate governmental agency or representative for the reissuance of a stock certificate
claimed to be abandoned or escheated in accordance with the abandoned property or similar law of the
state, or (3) in accordance with general resolutions.

ARTICLE VI Seal
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1. The Board shall provide a suitable seal, containing the name of the Company, the year of its
creation, and the words "Corporate Seal, N.Y." or other appropriate words, which seal shall be in charge
of the Secretary, to be used as directed by the Board.

ARTICLE VIl Fiscal Year

1. The fiscal year of the Company shall begin the first business day in January.

ARTICLE VI

Notice and Waiver of Notice

1. Any notice required to be given by these By-Laws may be given by mailing the same addressed to
the person entitled thereto at his or her address as shown on the Company's books, and such notice shall
be deemed to be given at the time of such mailing.

2. Any stockholder, director or officer may waive any notice required to be given by these By-Laws.

ARTICLE IX Amendments

1. Subject to the terms and conditions of the certificate of incorporation, the Board of Directors shall
have power to make, amend, and repeal the By-Laws of the corporation, by a vote of the majority of all the
directors present at any regular or special meeting of the Board, provided a quorum is in attendance and
provided further that notice of intention to make, amend or repeal the By-Laws in whole or in part at such
meeting shall have been previously given to each member of the Board.

As amended as of June 27, 2012
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Exhibit (31.1

Certification pursuant to Rule 13a-14(a) and Rule %d-14(a) of the Securities Exchange Act, as amended
I, Harold W. McGraw lll, certify that:
1. I have reviewed this quarterly report on Foi®nrQL of The McGrawHill Companies, Inc

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

(a) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoribe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, paftdy during the period in which this report isifg prepared;

(b) Designed such internal control over financggdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period cougydhis report based on
such evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the
registrant's most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer arldlve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisgmtifole in the
registrant's internal controls over financial rejyay.

Dated: July 26, 2012 /s/ Harold W. McGraw |l

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




Exhibit (31.2

Certification pursuant to Rule 13a-14(a) and Rule %d-14(a) of the Securities Exchange Act, as amended
I, Jack F. Callahan, Jr., certify that:
1. I have reviewed this quarterly report on Foi®nrQL of The McGrawHill Companies, Inc

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrant's other certifying officer anaké responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

(a) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoribe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, paftdy during the period in which this report isifg prepared;

(b) Designed such internal control over financggdorting, or caused such internal control ovearfitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atanoce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure contintbprocedures, as of the end of the period cougydhis report based on
such evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial reportitigit occurred during the
registrant's most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer arldlve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisgmtifole in the
registrant's internal controls over financial rejyay.

Dated: July 26, 2012 /sl Jack F. Callahan, Jr.
Jack F. Callahan, Jr.
Executive Vice President and Chief Financial Office




Exhibit (32

Certifications pursuant to 18 U.S.C. 1350, as adoptl pursuant to Section 906 of the Sarbanes-Oxley Aof 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002, 18 U.S.C. Section 1350, each of the ungeesl officers of The McGraw-Hill
Companies, Inc. (the “Company”), does hereby gentd such officer's knowledge, that:

The quarterly Report on Form 10-Q of the Compamytte quarter ended June 30, 2012 fully compligh thie requirements of Section 13(a)
of the Securities Exchange Act of 1934 (15 U.S&nY, and

The information contained in the quarterly Reportrmrm 10-Q fairly presents, in all material regpgethe financial condition and results of
operations of the Company.

Dated: July 26, 2012 /s/ Harold W. McGraw Il
Harold W. McGraw |l

Chairman, President and
Chief Executive Officer

Dated: July 26, 2012 /sl Jack F. Callahan, Jr.

Jack F. Callahan, Jr.

Executive Vice President and
Chief Financial Officer

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.



