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Report of Independent Registered Public AccourfEimm

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

We have reviewed the consolidated balance shédtoMcGraw-Hill Companies, Inc., as of SeptemberZ®7, and the related consolidated
statements of income for the three month and nioetimperiods ended September 30, 2007 and 2006harabnsolidated statements of cash
flows for the nine month periods ended SeptembeRB07 and 2006. These financial statements areeiponsibility of the Company’s
management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighafdlqUnited States). A review of
interim financial information consists principallj applying analytical procedures and making ingsiof persons responsible for financial i
accounting matters. It is substantially less inpgctihan an audit conducted in accordance withtdredards of the Public Company Accounting
Oversight Board, the objective of which is the egsion of an opinion regarding the financial statets taken as a whole. Accordingly, we do
not express such an opinion.

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

We have previously audited, in accordance withsthedards of the Public Company Accounting Ovetdiglard (United States), the
consolidated balance sheet of The McGraw-Hill Conigxs Inc. as of December 31, 2006, and the retadadolidated statements of income,
shareholders’ equity, and cash flows for the ykantended, not presented herein, and in our relatet! February 27, 2007, we expressed an
unqualified opinion on those consolidated finanstaktements. In our opinion, the information sethfan the accompanying consolidated
balance sheet as of December 31, 2006, is faatedt in all material respects, in relation to¢basolidated balance sheet from which it has
been derived.

Ernst & Young LLP

October 23, 2007
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Item 1.Financial Statements

Part |
Financial Information

The McGrawHill Companies, Inc.

Consolidated Statements of Income

Periods Ended September 30, 2007 and 2006

(in thousands, except per share d

Revenue (Notes 1 and
Product revenu
Service revenu
Total revenue
Expense:
Operatini-related expense (Notes 1 anc
Product
Service

Total operatin-related expens

Selling and general expense (Notes 1 ar
Product
Service

Total selling and general exper
Depreciatior

Amortization of intangible:
Total expense

Other income (Note 4

Income from operatior

Interest expense (Notes 7 and

Income from operations before taxes on income (I8p
Provision for taxes on income (Note :

Net income (Notes 1 and

Basic earnings per common sh
Diluted earnings per common shi

Average number of common shares outstanding: (Blc
Basic
Diluted

See accompanying note

Three Months Nine Months

2007 2006 2007 2006
$1,167,28! $1,069,009: $2,085,03! $1,939,64.
1,020,70:! 923,47¢ 3,117,56. 2,721,15
2,187,99! 1,992,57i 5,202,59. 4,660,79:
439,92¢ 407,72¢ 876,07 841,72t
326,96 304,52¢ 1,030,001 938,49:
766,89 712,25 1,906,07: 1,780,21!
302,08( 283,31 757,13 715,08
342,46! 341,76¢ 1,011,74. 954, 26¢
644,54! 625,07 1,768,87! 1,669,35!
26,19¢ 26,86¢ 83,90: 82,74¢
11,70¢ 12,13 34,78¢ 36,17(
1,449,34. 1,376,34. 3,793,641 3,568,48!
— — 17,30¢ —
738,65: 616,22¢ 1,426,25! 1,092,301
15,42 7,51 28,72¢ 13,56
723,22¢ 608,71 1,397,53: 1,078,74!
271,21 226,44 524 ,59¢ 401,29:
$ 452,01¢ $ 382,27 $ 872,93 $ 677,45:
$ 1.37 $ 1.0¢ $ 2.57 $ 1.8¢
$ 1.34 $ 1.0¢ $ 2.5C $ 1.84
330,24¢ 351,13¢ 340,29t 357,70
337,73 360,93! 349,58¢ 367,85:
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The McGrawHill Companies, Inc.

Consolidated Balance Sheets

(in thousands
ASSETS

Current asset:
Cash and equivalen
Accounts receivable (net of allowance for doub#fctounts and sales returns) (Nott
Inventories (Note 6
Deferred income taxes (Note 1
Prepaid and other current ass

Total current asse

Prepublication costs (net of accumulated amortrdt{Note 6)

Investments and other asse¢
Asset for pension benefits (Note 1
Other

Total investments and other ass

Property and equipme— at cosi
Less— accumulated depreciatic

Net property and equipme

Goodwill and other intangible asse
Goodwill — net
Copyrights— net
Other intangible asse— net

Net goodwill and intangible asse
Total asset

See accompanying notes.

Sept. 30 Dec. 31, Sept. 30
2007 2006 2006
$ 452,53: $ 353,49¢ $ 309,71:
1,505,78: 1,237,32 1,314,50:
379,52( 322,17 346,45t
247,32: 244,67+ 299,85!
106,69: 100,27¢ 109,38
2,691,84 2,257,93: 2,379,90!
524,86¢ 507,83t 470,91°
179,28 228,58t 270,80¢
168,80: 181,37¢ 180,23¢
348,08 409,96 451,04!
1,540,14! 1,397,54. 1,331,11:
930,74 855,32. 830,81!
609,39¢ 542,21¢ 500,29°
1,698,201 1,671,47! 1,660,80:
183,12: 194,37: 198,33°
469,16¢ 459,07¢ 470,57(
2,350,49 2,324,93. 2,329,71!
$6,524,69! $6,042,89! $6,131,88.
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The McGrawHill Companies, Inc.

Consolidated Balance Sheets

Sept. 30 Dec. 31, Sept. 30
(in thousands 2007 2006 2006
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Notes payable (Note $1,330,99 $ 2,36 $ 235,08(
Accounts payabl 360,78( 372,47 303,02
Accrued royaltie: 99,09 105,60¢ 92,10¢
Accrued compensation and contributions to retirenpéans (Note 10 532,30( 551,62 478,76¢
Income taxes currently payable (Note 194,93t 77,46 214,88«
Unearned revent 1,004,98. 983,21( 883,59(
Deferred gain on sale leaseback (Note 9,88: 9,011 7,92
Other current liabilities (Note 1« 402,89¢ 366,26: 327,96!
Total current liabilities 3,935,87. 2,468,011 2,543,34!
Other liabilities:
Long-term debt (Note 7 292 314 31¢
Deferred income taxes (Note 1 84,30¢ 150,71: 278,43!
Liability for postretirement healthcare and othenéfits (Note 10 125,65: 129,55¢ 157,73¢
Deferred gain on sale leaseback (Note 172,55! 180,22: 183,32
Other nol-current liabilities 476,11¢ 434,45( 362,89:
Total other liabilities 858,92( 895,25t 982,71.
Total liabilities 4,794,79. 3,363,27. 3,526,05
Commitments and contingencies (Note
Shareholdel equity (Notes 8, 9, 10 and 1!
Capital stock 411,70¢ 411,70¢ 411,70¢
Additional paic-in capital 144,75: 114,59¢ 81,49:
Retained income (Note 1 5,478,24 4,821,111 4,680,63!
Accumulated other comprehensive inca (89,779 (115,217 (66,725
5,944,93 5,232,21. 5,107,11!
Less— common stock in treast-at cost (Note 15 4,215,03: 2,552,59. 2,501,28!
Total shareholde’ equity 1,729,90! 2,679,61i 2,605,82
Total liabilities and sharehold¢ equity $6,524,69 $6,042,89 $6,131,88:

See accompanying notes.
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Consolidated Statements of Cash Flows

The McGrawHill Companies, Inc.

For the Nine Months Ended September 30, 2007 afé 20

(in thousands 2007 2006
Cash flows from operating activiti
Net income $ 872,93 $ 677,45
Adjustments to reconcile net income to cash praviole operating activities
Depreciatior 83,90: 82,74¢
Amortization of intangible: 34,78¢ 36,17(
Amortization of prepublication cos 195,41° 178,87¢
Provision for losses on accounts receiv: 8,041 18,51
Net change in deferred income ta: (68,25¢) (48,519
Stocl-based compensatic 94,36¢ 106,24:
Gain on sale of business (21,437 —
Other 7,27(C (347)
Changes in operating assets and liabilities, neffett of acquisitions and dispositiol
Accounts receivabl (242,22) (214,06
Inventories (41,91¢ (3,859
Prepaid and other current ass 11,37: (49¢)
Accounts payable and accrued expet (65,365 (109,959
Unearned revent 7,30¢ 25,50¢
Other current liabilitie: 24,09« (15,709
Interest and income taxes currently pay: 132,67: 179,06(
Net change in other assets and liabili 43,92( 39,151
Cash provided by operating activiti 1,076,90: 950,77"
Investing activities
Investment in prepublication cos (209,539 (189,359
Purchases of property and equiprr (146,45) (56,799
Acquisition of businesses and equity intert (84,25)) (9,789
Disposition of property, equipment and busine: 60,46¢ 12,28¢
Additions to technology projec (10,489 (15,43
Cash (used for) investing activiti (390,26 (259,089
Financing activitie:
Borrowings/(payments) on sh-term deb— net 1,328,60: 232,11.
Dividends paid to shareholde (210,979 (196,029
Repurchase of treasury sha (1,889,92) (1,386,76)
Exercise of stock optior 131,70 188,08(
Excess tax benefits from sh-based paymen 34,44: 36,78(
Other (6) (63)
Cash (used for) financing activiti (606,157 (1,125,88)
Effect of exchange rate changes on ¢ 18,54¢ (4,880
Net change in cash and equivale 99,03 (439,079
Cash and equivalents at beginning of pe 353,49¢ 748,78
Cash and equivalents at end of pel $ 452,53: $ 309,71

See accompanying notes.
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The McGrawHill Companies, Inc.

Notes to Consolidated Financial Statements
(Dollars in thousands, except per share amourds ooted)

1. Basis of Presentatior

The financial information in this report hag been audited, but in the opinion of manageméradjlistments (consisting only of normal
recurring adjustments) considered necessary tepréairly such information have been included. ©perating results for the three and
nine months ended September 30, 2007 and 200@arecessarily indicative of results to be expeftedhe full year due to the
seasonal nature of some of the Company’s busineBsedinancial statements included herein shoeldgad in conjunction with the
financial statements and notes included in the Gomwis Annual Report on Form 10-K for the year enBedember 31, 2006 (the
“Annual Repor”).

The Company’s critical accounting policies digclosed in Item 7, Management’s Discussion andlysis of Financial Condition and
Results of Operations, in the Annual Report. ORgoing basis, the Company evaluates its estinsatgs®ssumptions, including those
related to revenue recognition, allowance for diullstccounts and sales returns, valuation of inméas$, prepublication costs, valuation
of long-lived assets, goodwill and other intangi$sets, retirement plans and postretirement lvaadttand other benefits, income taxes
and stoc-based compensatio

In July 2006, the Financial Accounting Standardaf8a“FASB") released FASB Interpretation No. < Accounting for Uncertainty il
Income Taxes, an interpretation of FASB Statement109” (“FIN 48”) which became effective for andsvadopted by the Company as
of January 1, 2007. FIN 48 clarifies the accountind reporting for uncertainties in income taxes prescribes a comprehensive model
for the financial statement recognition, measurenmesentation and disclosure of uncertain taxtipos taken or expected to be take
income tax returns. The Company recognizes inta@sued related to unrecognized tax benefitsterést expense and penalties in
operating expenses. For further information regeydhe effects of adopting FIN 48 see Note

In June 2006, the Emerging Issues Task FC‘EITF") reached a consensus on EITF N¢-3, “How Taxes Collected from Custom

and Remitted to Governmental Authorities ShouldPBesented in the Income Statement” (“EITF No. 0bv@iich became effective for
the Company as of January 1, 2007. EITF No. 06e8ides that taxes imposed by a governmental auyhomi a revenue producing
transaction between a seller and a customer shausthown in the income statement on either a gnoamet basis, based on the entity’s
accounting policy, which should be disclosed punsti@a Accounting Principles Board (“APB”) OpinionoN22, “Disclosure of
Accounting Policies.” The Company will continuepeesent taxes within the scope of EITF No. 06-Z ot basis. As such, the adoption
of EITF No. 0¢-3 did not have a material effect on the Comy's consolidated financial statemer

Since the date of the Annual Report, there have beeother material changes to the Com|'s critical accounting policie:

Certain prior year amounts have been reclassiieddmparability purpose

8
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2. Comprehensive Income

The following table is a reconciliation of the Coamy’s net income to comprehensive income for the threeth and nine month perio
ended September 3

Three Months Nine Months
2007 2006 2007 2006
Net income $452,01¢ $382,27: $872,93« $677,45¢
Other comprehensive income/(los
Foreign currency translation adjustme 14,38 5,952 31,27: 18,01¢
Minimum pension liability, net of ta — — — (3,689
Retirement plans and postretirement healthcareotmet
benefits, net of tax (Note 1!
Effect of change in valuatiol
Unamortized losse — — (18,83)) —
Unamortized prior service cred — — 5,41¢ —
Amortization of prior service credit included intreeriodic
benefit cos (a77) — (64€) —
Amortization of losses included in net periodic éfincost 4,37 — 9,74¢ —
Comprehensive incorn $470,60: $388,22! $899,89: $691,78¢

3. Segment and Related Informatior
The Company has three reportable segments: Mc-Hill Education, Financial Services, and Informati&iMedia.

The McGrav-Hill Education segment is one of the premier gladdlicational publishers serving the elementaryhégial school, colleg
and university, professional, international andlaelducation markets. Included in the segment’satpey profit for the three and nine
month periods ended September 30, 2007 is daprgain of $4,127 relating to a divestiture ofraduct line (Note 4). Included in the n
months ended September 30, 2006 operating profiteoMcGraw-Hill Education segment is a one-tineektbased compensation
expense of $4,244 (Note 5). During the third qua2@96, the segment incurred a restructuring chérgereduced operating profit by
$5,562 pr-tax (Note 14)

The Financial Services segment operates undertémel&d & Poc's brand as one reporting unit and provides indegetglobal credi
ratings, indices, risk evaluation, investment redeand data to investors, corporations, governsdimancial institutions, investment
managers and advisors globally. Included in the mionth period of 2007 operating profit of the Ficial Services segment is a pre-tax
gain of $17,305 resulting from the sale of its nalifund data business on March 16, 2007 (Noter¢jutled in the nine months ended
September 30, 2006 operating profit of the Findriggavices segment is a one-time stock-based cosatien expense of $2,146 (Note
5). The Information & Media (1&M) segment includbasiness, professional and broadcast media, off@émfiormation, insight and
analysis. In the
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fourth quarter of 2006, the Sweets building produtatabase was transformed from a primarily pitdlog to a bundled print and online
service. Sales of the bundled product are recogniably over the service period. Included inttiree and nine month periods ended
September 30, 2007, respectively, revenue and tpgrarofit in the 1&M segment is $6,501 and $5,760the three month period and
$19,503 and $17,280 for the nine month period er@gatember 30, 2007, resulting from the timingesienue recognition of the bundl
product with no comparable revenue and operatinfjitpn the three and nine month periods ended&aper 30, 2006. Included in the
nine month period of 2006 operating profit of t8éVl segment is a one-time stock-based compensatiparse of $2,713 (Note 5).
During the third quarter 2006, the segment incueredstructuring charge that reduced operatingtdypf$5,750 pre-tax (Note 14).

Included in general corporate expense in the thngenine month periods of 2007 is a pre-tax gai®3p801 relating to a divestiture of an
equity investment (Note 4).

Included in general corporate expense in the nioetmperiod of 2006 is a one-time stock-based corsguton expense of $14,662 (Note
5). Also included in the nine month period of 2G9@ pre-tax gain of $4,603 resulting from the sdla facility. Included in general
corporate expenses for the three and nine monthedeBeptember 30, 2006 is a restructuring char§d 481 pre-tax (Note 14).

Operating profit by segment is the primary basigtie chief operating decision maker of the Compé#my Executive Committee, to
evaluate the performance of each segment. A sumafaryerating results by segment for the threerdand months ended September 30,

2007 and 2006 is as follows:

2007 2006
Operating Operating
Three Months Revenue Profit Revenue Profit
McGraw-Hill Education $1,175,95: $411,05¢ $1,070,23 $354,03¢
Financial Service 759,61- 346,65( 675,06 295,65(
Information & Media 252,42¢ 18,62¢ 247,26 13,71
Total operating segmen 2,187,99 776,33t 1,992,57 663,40!
General corporate expen — (37,68¢) — (47,17¢)
Interest expens — (15,429 — (7,51%)
Total Company $2,187,99 $723,22¢% $1,992,57 $608,71+
*Income from operations before taxes on inco
2007 2006
Operating Operating

Nine Months Revenue Profit Revenue Profit
McGraw-Hill Education $2,154,95! $ 400,78: $1,996,03 $ 324,74¢
Financial Service 2,309,48! 1,096,03! 1,952,371 861,19:
Information & Media 738,14t 43,25¢ 712,38. 28,36¢
Total operating segmen 5,202,59. 1,540,06! 4,660,79: 1,214,30°
General corporate expen — (113,80%) — (122,00:)
Interest expens — (28,726 — (13,56))
Total Company $5,202,59:  $1,397,53* $4,660,79.  $1,078,74*

*Income from operations before taxes on inco

10
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4. Dispositions/ Acquisitions

On March 16, 2007, the Company sold its mutuwadl data business, which was part of the Finar@aVices segment. This business was
selected for divestiture, as it no longer fit withthe Company’s strategic plans. The divestiturthefmutual fund data business will
enable the Financial Services segment to focussarore business of providing independent reseaatings, data indices and portfolio
services. The Company recognized a pre-tax ga#1ef305 ($10,292 after-tax, or $0.03 per dilutearsh All dispositions during the

first nine months of 2007 are immaterial to the @amy individually and in the aggrega

During the first nine months of 2007, the Compaaidmpproximately $84,251 for businesses acquikéiaf these acquisitions al
immaterial to the Company individually and in trggeegate

5. Stock-Based Compensatior

Stock-based compensation for the three and nine monthedeBeptember 30, 2007 and 2006 is as folls

Three Months Nine Months
2007 2006 2007 2006
Stock option expens $ 7,36( $ 9,671 $23,977 $ 37,03¢
Restricted stock awards expe! 24,19 19,54¢ 70,39’ 45,44
31,557 29,22¢ 94,36¢ 82,477
Restoration option expen — — — 23,76
Total stocl-based compensation expe! $31,557 $29,22¢ $94,36¢ $106,24.

Beginning in 1997, participants who exercised atioogby tendering previously owned shares of comistogk of the Company could
elect to receive a one-time restoration option dogethe number of shares tendered including amyeshwithheld for taxes. Restoration
options were granted at fair market value of thenfany’s common stock on the date of the grant,ehahximum term equal to the
remainder of the original option term and were sabjo a six-month vesting period. Effective MaBh 2006, the Comparg/restoratiol
stock option program was eliminated. Restoratiatioop granted between February 3 and March 30, 288&d immediately and all
restoration options outstanding as of February08562ecame fully vested. During the nine monthsedrseptember 30, 2006, the
Company incurred a one-time charge of $23,765 @Mafter-tax or $0.04 per diluted share) relatethé elimination of the restoration
stock option program.

The number of common shares issued upon exercs®ak options and the vesting of restricted stwekrds were as follows:

Sept. 30 Dec. 31, Sept. 30

(in thousands of share 2007 2006 2006
Stock options exercise 4,02( 9,96¢ 7,511
Restricted stock veste 1,34F 1,45¢€ 93t
Total shares issue 5,36¢ 11,42; 8,44¢

11
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6. Allowances, Inventories and Accumulated Amortization of Prepublication Costs

The allowances for doubtful accounts and satsns, the components of inventory and the actatediamortization of prepublication
costs were as follow:

Sept. 30 Dec. 31, Sept. 30
2007 2006 2006
Allowance for doubtful accoun $ 67,97( $ 73,40: $ 76,38
Allowance for sales returr $231,13 $188,51! $212,67!
Inventories:
Finished good $355,34! $292,93- $318,08:-
Work-in-process 7,341 8,047 8,23¢
Paper and other materi: 16,82¢ 21,19:. 20,13:
Total inventories $379,52( $322,17. $346,45t
Accumulated amortization of prepublication cc $901,33¢ $744,27: $698,46:
7. Debt
A summary of sho-term and lon-term debt follows
Sept. 30 Dec. 31 Sept. 30
2007 2006 2006
Commercial paper (¢ $1,082,47! $ — $232,80(
Revolving credit facility (b — — —
Extendible commercial notes ( 10,00( — —
Promissory note (c 238,50( — —
Notes payabl 314 2,681 2,59¢
Total debi $1,331,28 $2,681 $235,39¢
Less: Sho-term debt including current maturiti 1,330,99: 2,36 235,08(
Long-term debi $ 292 $ 314 $  31¢

(a) Commercial paper borrowings as of September 307 28@led $1,082.5 million, an increase from $238iion as of September 3
2006. There were no outstanding commercial papeotwings at December 31, 20(

On June 22, 2007, the Company completed the caonwen§its commercial paper program from the Sec8a (3) to the Section 4(
classification as defined under the Securitiesd&d933. This conversion provides the Company gremater flexibility relating to tt
use of proceeds received from the issuance of coniah@aper which may be sold to qualified institntl buyers and accredited
investors. All commercial paper issued by the Comypgubsequent to this conversion date will be etastunder the Section 4(2)
program. No additional commercial paper will bauess under the Section 3a (3) program. The Sectao3Bprogram was officially
terminated when all existing commercial paper @utsing under this program matured in July 2007. Sihe of the Company’s total
commercial paper program remains $1.2 billion anslipported by the revolving credit agreement desthbelow.

12
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(b)

(©)

(@)

The Company has a five-year revolving creditlfgcagreement of $1.2 billion that expires on Ja; 2009. The Company pays a
facility fee of seven basis points on the crediilfiy agreement whether or not amounts have beerotved, and borrowings may be
made at a spread of 13 basis points above theifingvialBOR rates. This spread increases to 18dpsints for borrowings
exceeding 50% of the total capacity available unikerfacility.

The revolving credit facility contains certainvemants. The only financial covenant requires thatCompany not exceed
indebtedness to cash flow ratio, as defined, of # &t any time. This restriction has never beareeded. There were no borrowings
under the amended facility as of September 30, 20@72006 and December 31, 20

The Company has $10.0 million in extendible comna¢rote (ECNs) borrowings outstanding at Septen30e2007. There were 1
ECNs borrowings outstanding at September 30, 26@@s ecember 31, 2006. The Company has the capgadiggue ECNs of up to
$240 million, provided that sufficient investor demu for the ECNs exists. ECNs replicate commepapker, except that the
Company has an option to extend the note beyonditisl redemption date to a maximum final matyf 390 days. However, if
exercised, such an extension is at a higher rastwhich is at a predetermined spread over LIB@O®is related to the Company’s
commercial paper rating at the time of extensiomaAesult of the extension option, no backupitas! for these borrowings are
required. As is the case with commercial paper, EG&le no financial covenan

On April 19, 2007, the Company signed a promissmtg with one of its providers of banking servitegnable the Company
borrow additional funds, on an uncommitted bas@nftime to time to supplement its commercial pagred ECNs borrowings. The
specific terms (principal, interest rate and m&putate) of each borrowing governed by this propngsiote are determined on the
borrowing date of each loan. These borrowings m/Bnancial covenants. There were $238.5 millibbarrowings outstanding
under this promissory note at September 30, 200&ceTwere no promissory note borrowings outstandiri8eptember 30, 2006 and
December 31, 2001

Total short-term borrowings, described above asisting of commercial paper, ECNs and promissotg horrowings, totaled
$1,331.0 million at September 30, 2007 with an agerinterest rate of 5.4% and an average term d&¢8. These total borrowings are
classified as notes payable and categorized asntutebt. There were no short-term borrowings antiihg at December 31, 2006.

8. Cash Dividends

Cash dividends per share declared during the #tmdaenine months ended September 30, 2007 and 28@5as follows

Three Months Nine Months
2007 2006 2007 2006
Common stocl $0.205( $0.181* $0.615( $0.544¢

13
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9.

10.

Common Shares Outstanding

A reconciliation of the number of shares usadchlculating basic earnings per common shareddatéd earnings per common share for

the three and nine months ended September 30,&00D2006 follows

Three Months Nine Months
(in thousands 2007 2006 2007 2006
Average number of common shares outstan 330,24¢ 351,13¢ 340,29! 357,70¢
Effect of stock options and other dilutive seces 7,48¢ 9,79¢ 9,29/ 10,14¢
Average number of common shares outstanding inotudifect of
dilutive securities 337,73¢ 360,93! 349,58¢ 367,85:

Restricted performance shares outstanding at SeeteBd, 2007 and 2006 of 2.1 million and 1.8 milliwere not included in the
computation of diluted earnings per common shacalse the necessary vesting conditions have ndaegst met.

Retirement Plans and Postretirement Healthcare an®ther Benefits

A summary of net periodic benefit cost for ®@mpany’s defined benefit plans and postretirerheatthcare and other benefits for the

three and nine months ended September 30, 200ZC8&is as follows

Three Months Nine Months

Defined Benefit Plai 2007 2006 2007 2006
Service cos $ 15,38¢ $ 14,91¢ $ 48,73¢ $44,71¢
Interest cos 19,40¢ 17,72 60,441 53,29
Expected return on plan ass (24,42¢) (23,129 (74,42¢) (68,415
Amortization of prior service (credit)/co (73 (84) (220 62
Amortization of actuarial los 2,78( 3,80¢ 11,01¢ 11,67¢
Net periodic benefit co: $ 13,07 $ 13,24« $ 45,55¢ $ 41,33:
Postretirement Healthcare a Three Months Nine Months

Other Benefits 2007 2006 2007 2006
Service cos $ 62¢ $ 521 $ 1,87¢ $ 1,561
Interest cos 1,96¢ 1,921 5,89¢ 5,76¢
Amortization of prior service crec (29€) (297) (890 (890
Net periodic benefit co: $ 2,29¢ $ 2,14¢ $ 6,88¢ $ 6,43¢

The amortization of prior service (credit)/cost amdortization of actuarial loss for the three aimemimonths ended September 30, 2007,
included in the above tables, have been recogiiietite net periodic benefit cost and included imeotcomprehensive income, net of tax.
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11.

12.

In 2007, the expected rate of return on plan ass@&9% based on a market-related value of asshtsh recognizes changes in market
value over five years. The Company changed ceasdéamptions on its pension plans which becametieffecn January 1, 2007:

. The Company changed its discount rate assumptidts @hS. retirement plans to 5.90% from 5.65% 00&

. The Company changed its discount rate assumptidgts United Kingdom (U.K.) retirement plan to @% from 4.75% in 2006
and its assumed compensation increase factorsfat.K. retirement plan to 5.75% from 5.50

The effect of the assumption changes on pensioarseofor the three and nine months ended Septe38b2007 did not have a material
effect on the Company.

As of June 30, 2007, the Company performed a ratialu of its postretirement benefit obligations. dgesult of this revaluation, the
Company recorded $18.8 million (net of tax) of wagnized actuarial losses and $5.4 million (ndt&j of unrecognized prior service
credits in other comprehensive income (Note 2}Hernine months ended September 30, 2007.

Sale Leaseback Transactiol

In December 2003, the Company sold its 45%tggovestment in Rock-McGraw, Inc., which owns tiempanys headquarters buildil
in New York City. The transaction was valued at&@5million, including assumed debt. Proceeds ftbendisposition were

$382.1 million. The sale resulted in a pre-tax g#i#131.3 million and an after-tax benefit of $5&illion, or 15 cents per diluted share
in 2003.

The Company remains an anchor tenant of what agesito be known as The McGr-Hill Companies building and will continue

lease space from Rock-McGraw, Inc., under an exjdgase. As of December 31, 2006, the CompanyHheadse for approximately 17%
of the building space for approximately 13 yearBicl is being accounted for as an operating leRgesuant to sale leaseback accounting
rules, as a result of the Company’s continued welent, a gain of approximately $212.3 million (632million after-tax) was deferred
and will be amortized over the remaining lease tasma reduction in rent expense. Information nedgto the sale-leaseback transaction
for the three and nine months ended September08T, &1d 2006 is as follow

Three Months Nine Months
2007 2006 2007 2006
Reduction in rent expen: $(4,412) $(4,227) $(13,23H $(12,67()
Interest expens $ 2,122 $ 2,222 $ 6,44: $ 6,73¢

Income Taxes

The Company calculates its interim income ta¥ision in accordance with Accounting Principlesaied Opinion No. 28, “Interim
Financial Reporting” and FASB Interpretation No, 1&ccounting for Income Taxes in Interim Period&IN 18). At the end of each
interim period, the Company estimates the anndattbe tax rate and applies that rate to its adirquarterly earnings. The tax expense
or benefit related to significant, unusual, or egtdinary items that will be separately reportedeported net of their related tax effect,
and are individually computed are recognized initierim period in which those items occur. In diddli, the effect of changes in enac
tax laws or rates or tax status is recognizedeénrterim period in which the change occt
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The computation of the annual estimated effectierate at each interim period requires certaimedes and significant judgment
including, but not limited to, the expected opergtincome for the year, projections of the proportdf income earned and taxed in foreign
jurisdictions, permanent and temporary differenaesl the likelihood of recovering deferred tax &sgenerated in the current year. The
accounting estimates used to compute the provisioimcome taxes may change as new events occug experience is acquired,
additional information is obtained or as the taxiemment changes.

For the three months and nine months ended Septe80b2007, the provision for income taxes resuitedn effective tax rate of 37.5%.
For the three months and nine months ended Septe838b2006, the provision for income taxes resuitean effective tax rate of 37.2%.
The minor increase in the effective tax rate far tthree and nine months ended September 30, 200ipaced to the prior periods, is
primarily attributable to the net effect of sevdtams including the accounting for uncertain tasigions (FIN 48), enacted changes in
various state corporate tax laws, and multiplerdigctax items such as the non-recurring book iga@onnection with the sale of the
Company’s mutual fund data business, various talit aettlements, and the repatriation of foreigmamys.

The Company adopted the provisions of FIN 48 oudgnl, 2007. As a result of the implementatiofrif 48, the Company recognized
increase in the liability for unrecognized tax biétseof approximately $5.2 million, which was aceded for as a reduction to the January 1,
2007 balance of retained earnings. The total amoiietderal, state and local, and foreign unrecogphitax benefits as of September 30,
2007 and January 1, 2007 was $75.1 million, exetusr interest and penalties. There have been rierrabchanges to the liability for
uncertain tax positions for the three months aneé mionths ended September 30, 2007. Included ibalaece at September 30, 2007 and
January 1, 2007, are $13.5 million of tax positirswhich the ultimate deductibility is highly ¢am but for which there is uncertainty
about the timing of such deductibility. Becausehaf impact of deferred tax accounting, other therest and penalties, the disallowance of
the shorter deductibility period would not affeloe tannual effective tax rate but would acceletagepayment of cash to the taxing authority
to an earlier period. The Company recognizes istexecrued related to unrecognized tax benefitstarest expense and penalties in
operating expenses. As of September 30, 2007 anthdal, 2007, the Company had $13.3 million and $8llion, respectively, of accrus
interest and penalties, net of tax benefit, assediwith uncertain tax positions.

The Company or one of its subsidiaries files incaaxereturns in the U.S. federal jurisdiction, wai$ states, and foreign jurisdictions, and
the Company is routinely under audit by many défértax authorities. Management believes thatcitsual for tax liabilities is adequate for
all open audit years based on its assessment of faetors including past experience and interpietatof tax law. This assessment relies
on estimates and assumptions and may involve esseficomplex judgments about future events. Wth éxceptions, the Company is no
longer subject to U.S. federal, state and locaham-U.S. income tax examinations by tax autharitte the years before 2002. It is possible
that federal, state and foreign tax examinatioribgisettled during the next twelve months. If afiyhese tax audit settlements do occur
within the next twelve months, the Company woulkenany necessary adjustments to the accrual fartain tax benefits. Until formal
resolutions are reached between the Company artextaithorities, the determination of a possibiditasettiement range with respect to
the impact on uncertain tax benefits is not prattie. On the basis of present information, it &sapinion of the Company’s management
that any assessments resulting from the curreritsawrdl not have a
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material adverse effect on the Company’s consditifihancial statements.
13. Commitments and Contingencie

A writ of summons was served on The McGraw-Hill Gmamnies, SRL and on The McGra#il Companies, SA (both indirect subsidiarie:
the Company) (collectively, “Standard & Poor’s”) 8eptember 29, 2005 and October 7, 2005, resp8gtimean action brought in the
Tribunal of Milan, Italy by Enrico Bondi (“Bondi”)the Extraordinary Commissioner of Parmalat FinanaiS.p.A. and Parmalat S.p.A.
(collectively, “Parmalat”). Bondi has brought nuroes other lawsuits in both Italy and the Unitedt&against entities and individuals who
had dealings with Parmalat. In this suit, Bondirokthat Standard & Poor’s, which had issued inmesit grade ratings on Parmalat until
shortly before Parmalat’s collapse in December 208&ached its duty to issue an independent arfégsional rating and negligently and
knowingly assigned inflated ratings in order tametParmalat’s business. Alleging joint and sevkadility, Bondi claims damages of euros
4,073,984,120 (representing the value of bondebsy Parmalat and the rating fees paid by Parinaitit interest, plus damages to be
ascertained for Standard & Poor’s alleged complicitaggravating Parmalat’s financial difficultiaad/or for having contributed in bringing
about Parmalat’s indebtedness towards its bondtslded legal fees. The Company believes that Boatlegations and claims for
damages lack legal or factual merit. Standard &RBdided its answer, counterclaim and third-paectgims on March 16, 2006 and will
continue to vigorously contest the action.

In a separate proceeding, the prosecutor’s offidearma, Italy is conducting an investigation itite bankruptcy of Parmalat. In June 2006,
the prosecutor’s office issued a Note of Completiban Investigation (“Note of Completion”) concarg allegations, based on Standard &
Poor’s investment grade ratings of Parmalat, tdividual Standard & Poor’s rating analysts coregiwith Parmalat insiders and rating
advisors to fraudulently or negligently cause thenfalat bankruptcy. The Note of Completion was sgrn eight Standard & Poor’s rating
analysts.

While not a formal charge, the Note of Completindicates the prosecutor’s intention that the namatidg analysts should appear before a
judge in Parma for a preliminary hearing, at whiearing the judge will determine whether theraui§icgent evidence against the rating
analysts to proceed to trial. No date has beefoséhe preliminary hearing. On July 7, 2006, aethske brief was filed with the Parma
prosecutor’s office on behalf of the rating analy3the Company believes that there is no basiadndr law to support the allegations
against the rating analysts, and they will be ogisty defended by the subsidiaries involved.

The Company has learned that on August 9, 2080 aeaction titledBlomquistv. Washington Mutual, et aJ.was filed in the District Cou
for the Northern District of California against narous financial institutions, government agencies iadividuals, including the Company
and Mr. Harold McGraw lll, the CEO of the Compaalleging various state and federal claims. Thentdagainst the Company and

Mr. McGraw concern Standard & Poor’s ratings offmilne mortgage-backed securities. Neither the Compar Mr. McGraw has been
served with the complaint. An amended complaint filed in theBlomquistaction on September 10, 2007 which added two oHigrg
agencies as defendants. In addition, the Compasjehaned that on August 28, 2007 a putative slddehclass action titleReesey.
Bahash, was filed in the District Court for the Distriof Columbia against Mr. Robert Bahash, the CFChef@ompany, alleging claims
under the federal securities laws and state tertclancerning Standard & Poor’s ratings, particylés ratings of subprime mortgadpackec
securities. Mr. Bahash has not been served witiCtiraplaint. The Company believes both complaintsetavithout merit and intends to
vigorously defend in the event that service isaéd.
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In addition, in the normal course of business lotthe United States and abroad, the Company arsliiisidiaries are defendants in
numerous legal proceedings and are involved, fiora to time, in governmental and self-regulatorgragy proceedings, which may result
in adverse judgments, damages, fines or penaktles, various governmental and self-regulatory agenregularly make inquiries and
conduct investigations concerning compliance withlizable laws and regulations (see discussioteim 2 — Results of Operations —
Comparing Three Months Ended September 30, 2002@08). Based on information currently known by @@mpany’s management, the
Company does not believe that any pending legakemgonental or self-regulatory proceedings or ingastons will result in a material
adverse effect on its financial condition or reswit operations.

14. Restructuring

During 2006, the Company completed a restructunirg limited number of business operations in Ma&Hill Education, Information &
Media and Corporate, to enhance the Company’s teng-growth prospects. The restructuring includetlintegration of the Company’s
elementary and secondary basal publishing busiaeske Company recorded restructuring charges bE88 pre-tax (including $15,443
incurred in the third quarter of 2006), consistprgnarily of vacant facilities and employee sevemand benefit costs related to the
reduction of approximately 700 positions acrossGbenpany. This charge was comprised of $16,00fuBraw-Hill Education, $8,742 fc
Information & Media and $6,784 for Corporate. Tliemtax charge recorded was $19,801, or six ceeitgliluted share. Restructuring
expenses for Information & Media and Corporate weassified as selling and general service expenghi the statement of income.
Restructuring expenses for McGraw-Hill Educationevelassified as selling and general product exger&9,252, and selling and general
service expense, $6,752, within the statementaafimre. At December 31, 2006, all employees madendait by the restructuring had been
terminated and $10,880 was paid consisting primafiemployee severance and benefit costs. At Dbee®l, 2006, the remaining rese
which was included in other current liabilities, sxapproximately $20,650.

For the three and nine months ended Septembe080d, the Company has paid approximately $3,0385410¢652, respectively, consisting
primarily of employee severance and benefit cagdte.remaining reserve at September 30, 2007 wasxipmtely $9,998.

15. Related Party Transactions

On March 30, 2006, as part of its previously anmaanstock buyback program, the Company acquiredh8libn shares of the
Corporation’s stock from the holdings of the rebedeceased William H. McGraw. The shares were Ipased at a discount of
approximately 2.4% from the March 30, 2006 New Y8thck Exchange closing price through a privatedaation with Mr. McGraw’s
estate. This trade settled on April 5, 2006 andadke purchase amount was $468.8 million. Thedaation was approved by the Financial
Policy and Audit Committees of the Company’s Boaf@®irectors, and the Corporation received indegendinancial and legal advice
concerning the purchase.

16. Recently Issued Accounting Standard

In February 2007, the Financial Accounting Standd@dard (“FASB”) issued FASB Statement No. 159,éHair Value Option for
Financial Assets and Financial Liabilities” (“SFA®. 159") to provide companies with an option tpag selected financial assets and
liabilities at fair value. The objective of SFAS NIb9 is to reduce both the complexity in accounfor financial instruments and the
volatility in
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earnings caused by measuring related assets &ildtia differently. SFAS No. 159 is effective féiscal years that begin after

November 15, 2007 which for the Company is Jan@aB008 and will be applied prospectively. The Campis currently evaluating the
impact SFAS No. 159 will have on its ConsolidatéablRcial Statements and is not yet in a positiodetermine what, if any, effects SFAS
No. 159 will have on the Consolidated Financiat&teents.

In September 2006, the FASB issued FASB StatementLbl7, “Fair Value Measurements” (“SFAS No. 15" clarify the definition of fai
value, establish a framework for measuring faiueand expand the disclosures on fair value measns. SFAS No. 157 defines fair
value as the price that would be received to selisset or paid to transfer a liability in an ohgéransaction between market participants at
the measurement date. SFAS No. 157 also stipulaagsas a market-based measurement, fair valusurezaent should be determined
based on the assumptions that market participamtsdause in pricing the asset or liability, andabdishes a fair value hierarchy that
distinguishes between (a) market participant assiompdeveloped based on market data obtained $mnrces independent of the reporting
entity (observable inputs) and (b) the reportingitg’s own assumptions about market participantiagstions developed based on the best
information available in the circumstances (unobaele inputs). SFAS No. 157 is effective for fisgahrs that begin after November 15,
2007 which for the Company is January 1, 2008 aiticbes applied prospectively. The Company is cutiseavaluating the impact SFAS

No. 157 will have on its Consolidated Financialt&taents and is not yet in a position to determihatwif any, effects SFAS No. 157 will
have on the Consolidated Financial Statements.
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Iltem 2 Managemer's Discussion and Analysis of Financial Condition &esults of Operatior

(Dollars in thousands, except per share amourds ooted)

Results of Operations — Comparing Three Months Hrisleptember 30, 2007 and 2006
Consolidated Review

The Segment Review that follows is incorporateeihdsy reference.

Revenue and Operating Profit

Third Third
Quarter % Quarter
2007 Increase 2006
Revenue $2,187,99 9.8 $1,992,57!
Operating profit * $ 776,33t 17.C $ 663,40!
% Operating margil 35.5 33.2

*Operating profit is income from operations befteges on income, interest expense and corporaeneg|

In the third quarter of 2007 the Company achievexivth in revenue and operating profit of 9.8% afd%, respectively. The increase in
revenue is primarily attributable to growth in tdeGraw-Hill Education and the Financial Services segmefdseign exchange rates positiv
impacted revenue and operating profit growth by.$2dillion and $1.8 million, respectively.

Operating profit for the third quarter of 2007 esfls a pre-tax gain of $4,127 relating to a divesgiof a product line.

The transformation of Sweets to an internet-basésbsand marketing solution benefited revenue amedating profit by $6,501 and $5,760,
respectively, in the quarter, due to the timingenfenue recognition.

Product revenue increased 9.2% in the third quaft2f07, due primarily to increases at McGraw-Hitlucation.

Product operating-related expenses increased W¥h include amortization of prepublication cogtémarily due to the growth in expenses
at McGraw-Hill Education. The growth in expenseprisnarily due to increases in direct expensedirgjdo product development, partially
offset by cost containment. Amortization of prepedion costs increased by $7,145 or 6.9%, as coedpaith the third quarter of 2006, as a
result of product mix and adoption cycles.

Product related selling and general expenses isede®.6%, primarily due to sales opportunities aGvhwHill Education. The product mar¢
improved 1.1% mainly due to the improved opporiesiat McGraw-Hill Education. The adoption marketghases in 2007 are expected to be
between $780 million and $820 million as compardith $685 million in 2006.

Service revenue increased 10.5% in the third quaft2007, due primarily to a 12.5% increase indficial Services. Financial Services
increased primarily due to the performance of caf®(industrial and financial services) and gowgent finance ratings. Structured finance
ratings faced challenging market conditions assalt®f the performance in the subprime mortgagtosas well as concerns about credit
quality across most debt asset classes. The senaogin increased to 34.4% from 30.0% in the thjndrter of 2006.

In Financial Services, because of current crediketeconditions, issuance levels have deterioratedss all asset classes and regions during
the latter half of the third quarter. The impactlds$. residential mortgage-
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backed securities and U.S. collateralized debgabithns has been the greatest. If current markeditons persist, the Company expects global
issuance levels to decline significantly in therfbuquarter of 2007 versus the prior year, prinyanilstructured finance. The outlook for both
asset classes as well as others is dependent uponfactors including the general condition of doenomy, interest rates, credit quality and
spreads, and the level of liquidity in the finahcrearkets.

Total expenses in the third quarter of 2007 in@dds 3% due primarily to the growth in the McGravw-Hducation and Financial Services
segments.

In the third quarter of 2006, the Company initiategestructuring of a limited number of businessrations in McGraw-Hill Education,
Information & Media and Corporate, to enhance tben@any’s long-term growth prospects. In the thiveiter 2006, the Company recorded a
restructuring charge of $15,433 pre-tax (after$8y692, or $0.03 per diluted share) consisting grily of employee severance costs related to
the reduction of approximately 600 positions actbgse segments. This pre-tax charge was compfses] 750 for Information & Media,
$5,562 for McGraw-Hill Education, and $4,131 forrforate. Restructuring expenses for McGraw-Hill Eation were classified as selling and
general product expenses on the income statemestruRturing expenses for Information & Media aradforate were classified as selling
general service expenses on the income statement.

In the third quarter of 2007, depreciation expetesereased 2.5% to $26,199. Amortization of intalegildecreased 3.5% to $11,709 in the 1
quarter of 2007.

Included in general corporate expense in the tnirarter of 2007 is a pre-tax gain of $3,601 retatma divestiture of an equity investment.

Interest expense increased to $15,423 in the thiedter of 2007, compared with $7,515 in 2006. Tindsease is attributed to higher average
short-term debt borrowings at higher interest r&geshe three months ended September 30, 2007%ageetotal short-term borrowings
consisting of commercial paper, extendible comna¢rodtes (ECNs), and promissory note borrowingstantding for the quarter ended
September 30, 2007 was $1,205.3 million at an @eeiraterest rate of 5.4%. This compares to avet@géshortterm borrowings consisting
commercial paper outstanding for the quarter er8iatember 30, 2006 of $434.4 million at an averageest rate of 5.3%. There were no
ECNs or promissory note borrowings outstandingrduthe quarter ended September 30, 2006. Includ#éteithird quarter of 2007 and 200
approximately $2,122 and $2,222, respectivelyntdriest expense related to the sale leaseback @fampany’s headquarters building in New
York City. Also included in the third quarter of @D and 20086, is interest income earned on foreigestment balances of $4,287 and $1,709,
respectively.

For the quarters ended September 30, 2007 andrBlept&0, 2006 the effective tax rate was 37.5%3haA%, respectively in each year. The
Company adopted the provisions of the Financialooting Standards Board (“FASB”) Interpretation M8, “Accounting for Uncertainty in
Income Taxes, an interpretation of FASB Statememt109” (FIN 48) on January 1, 2007. As a resulhefimplementation of FIN 48, the
Company recognized an increase in the liabilityulorecognized tax benefits of approximately $5.Rioni, which was accounted for as a
reduction to the January 1, 2007 balance of retieéi@@nings. The total amount of federal, statelaoal, and foreign unrecognized tax benefits
as of January 1, 2007 was $75.1 million. There Heen no material changes to the liability for utaia tax positions for the three months
ended September 30, 2007. Included in the balantznaary 1, 2007, are $13.5 million of tax positidor which the ultimate deductibility is
highly certain but for which there is uncertaintyoat the timing of such deductibility. Becausela# tmpact of deferred tax accounting, other
than interest and penalties, the disallowance@f&tiorter deductibility period would not affect tmnual effective tax rate but would accele
the payment of cash to the taxing authority to aier period. The Company recognizes interestustrelated to unrecognized tax benefits in
interest
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expense and penalties in operating expenses. Iticadih the unrecognized tax benefits, the Complaary approximately $13.3 million and
$8.7 million, net of tax benefit, for the paymeifiirterest and penalties accrued as of Septemhe&@@®¥ and January 1, 2007, respectively.

The Company expects the effective tax rate to (35 &% for the remainder of the year absent theochpf numerous factors including
intervening audit settlements, changes in fedstate or foreign law and changes in the locatiamalof the Company’s income.

Net income for the quarter increased 18.2% as comdpaith the third quarter of 2006. Diluted earrsmer share were $1.34 as compared
$1.06 in 2006.

Segment Review

McGraw-Hill Education

Third Third
Quarter % Quarter
2007 Increase 2006
Revenue
School Education Grou $ 670,84¢ 11.2 $ 603,04:
Higher Education, Professional and Internatic 505,10¢ 8.1 467,19¢
Total revenue $1,175,95. 9.¢ $1,070,23i
Operating profit $ 411,05¢ 16.1 $ 354,03t
% Operating margil 35.C 33.1

Revenue and operating profit for the McGraw-Hillugdtion (MHE) segment increased 9.9% and 16.1%ewctively, over the prior year.
Foreign exchange rates positively impacted revgmaath by $8.1 million and had an immaterial impactoperating profit growth.

Operating profit for the third quarter of 2007 esfls a pre-tax gain of $4,127 relating to the diug® of a product line.

During the third quarter of 2006, the McGraw-Hillllication segment incurred a pre-tax restructurivegge of $5,562 ($3,493 after tax, or
$0.01 per diluted share) consisting primarily ofpdogee severance costs related to the reductiapfoximately 400 positions across the
segment. These restructuring activities relategffioiency improvements.

In the third quarter of 2007, revenue for the Ma&#dill School Education Group (SEG) increased $68,8r 11.2% as compared with the
third quarter of 2006.

Total U.S. PreK-12 enroliment for 2006-2007 israstied at 55 million students, up 0.5% from 2005&@®&cording to the National Center for
Education Statistics (NCES). The total availabégéeshew adoption market in 2007 is estimated atédxert $780 million to $820 million
compared with approximately $685 million in 2006.

In the state new adoption market, revenue increases driven by strong sales results for K-8 sateincCalifornia and South Carolina, 6-12
math in Texas and K-5 reading in Tennessee, IndiadaOregonEveryday MathematicsSEG'’s reform-based program, led the K-5 market in
New Mexico.

Growth in the open territory was limited by oversdftness in the market, but SEG achieved stroleg & New York City with K-8 math and
6-8 science. The new, third edition®feryday Mathematicalso performed well throughout the open territory.
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Market conditions also limited growth in the suppéntary market during the third quarter, althougiGSxperienced success with its reading
and math intervention programs, particulddlymber Worlds

According to statistics compiled by the AssociatidrAmerican Publishers (AAP), total net basal angplementary sales of elementary and
secondary instructional materials were up by 3.Bféugh August 2007 compared to the same perio@06 2

In the testing market, revenue associated with SEGstom testing contracts increased over the pear as a terminated contract in Kentucky
was more than offset by work on Georgia’s new stite assessment program and additional work o®tiahoma, New York and Wisconsin
contracts. SEG continued to invest in technologyrprove efficiencies in developing, deliveringdastoring custom assessments. Revenue
generated by non-custom or “shelf” tests also meee in the third quarter of 2007 compared to #mesperiod in 2006 as slight sales declines
for some traditional products were more than offseains for the Acuity formative testing program.

At the McGraw-Hill Higher Education, Professionaldalnternational Group (HPI), revenue increased $BY or 8.1% compared to prior year.

Revenues increased for the principal higher edosatnprints, Science, Engineering and Mathema8&s\), Humanities, Social Science and
Languages (HSSL) and Business and Economics (B&#h)growth largely driven by B&E’s frontlist and Oiist titles along with key titles
from the other imprints. Key titles contributingttee third quarter 2007 performance included Mc@dnEconomics, 17/eNickels,
Understanding Business, 8/&arrison Managerial Accounting, 12/eKamien,Music: An Appreciation, Brief Edition, 6/RavenBiology,
8/e; SeeleyAnatomy & Physiology, 8eWild, Fundamental Accounting Principles, 18/keucas,The Art of Public Speaking, 9/&rinkley,
American History: A Survey, 12; Shier,Hole’s Human Anatomy & Physiology1/e.

Contributing to the third quarter performance affpssional titles wertnfluencer: The Power to Change Anythirigules for Renegades
Happier; McGrav-Hill Encyclopedia of Science & Technology, 18 Harrison’s Principles of Internal Medicine, 16/e

Sales also increased internationally, with stragylts for higher education and professional titieSurope, India and Asia. HPI also benefited
from increased school sales related to educatiefiaims in Spain and government sales in Braziiclvivere partially offset by declines in
Latin America and the Ibero/Italy region.

Financial Services

Third Third
Quarter % Quarter

2007 Increase 2006
Revenue $759,61- 12.% $675,06:
Operating profit $346,65( 17.5 $295,65(
% Operating margil 45.€ 43.¢

Financial Services revenue and operating profitdased 12.5% and 17.3%, respectively, over thiedtqu 2006 results despite challenging
market conditions impacting structured finance.efgmm exchange positively impacted revenue growt18.6 million and had an immaterial
impact on operating profit growth.

The performance of corporate (industrials and fa@rservices) and government ratings contributetthé segment’s increase in revenue and
operating profit. Structured finance ratings fachdllenging market conditions as a result of thégomance in the subprime mortgage sect:
well as concerns about credit quality across mebt dsset classes. In the
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U.S., issuance declines were experienced in theequecross all structured asset classes withxbeption of commercial mortgage-backed
securities (CMBS), while in Europe, issuance insegbacross all structured asset classes with tteptgn of CMBS. A flight to quality led to
increases in U.S. corporate investment grade isguand U.S. public finance as well as a large decti speculative grade issuance.

Total U.S. structured finance new issue dollar wedudeclined 33.6% in the third quarter versus préar. U.S. commercial mortgage-backed
securities issuance increased 52.5% over the yeir, according to Harrison Scott Publications &tahdard & Poor’s internal estimates
(Harrison Scott Publications/S&P), as commercial estate fundamentals remained strong througfirdtidhalf of the year, which favorably
impacted the third quarter. U.S. residential mayeghacked securities (RMBS) issuance decrease&5@3ven primarily by declines in the
subprime, Alt-A and home equity sectors and a wealsing market. U.S. collateralized debt obliga(iGO) issuance declined 13.3%. The
unfavorable conditions in the credit markets cdmtied to weakness in CDOs by curtailing issuande@®s of asset-backed securities
(ABS) and collateralized loan obligations (CLOskcArding to Thomson Financial, U.S. corporate iasaay dollar volume for the third
quarter of 2007 was flat compared to the same @géni@006, with investment grade issuance up 9.4¥%high yield issuance down 76.8%,
driven primarily by investor flight to quality. THe.S. municipal market grew modestly at 3.8%, canoff a slow third quarter 2006, with ne
money issuance outpacing the decline in refundings.

In Europe for the third quarter, structured finargseiance decreased 4.4% as a result of a lar¢jeelec CMBS. European corporate issuance
declined 34.0% in the third quarter with decreasdmth financial services and industrials. Highlgliand investment grade issuance in Europe
were down 8.7% and 34.5%, respectively, for thetgua

Financial market concerns regarding the creditityuaf subprime mortgages have adversely impacedd suance of residential mortgage-
backed securities and CDOs backed by subprime RMB® United States and in Europe. The Companybleath anticipating a decline in
residential mortgage originations and RMBS issuaseell as a slowdown in the rate of growth of Ci3€uance versus the significant gro
rates experienced in the past. U.S. residentiatgage-backed securities issuance is expected tmedy approximately 70%-75% in the
fourth quarter, as compared to the fourth quat@066, which would result in approximately a 35%%4¢ decline in issuance for the year.
Slower growth in U.S. CDO issuance is also expeatétth declines in the range of 85%-90% for therfbwguarter, as compared to the fourth
guarter of 2006, and flat to declining for the ydaecause of the current credit market conditissyance levels have deteriorated across all
asset classes and regions during the latter h#ifeothird quarter. The impact on U.S. RMBS and.\CBOs has been the greatest. If current
market conditions persist, the Company expectsajlisBuance levels to decline significantly in therth quarter of 2007 versus the prior year,
primarily in structured finance. The outlook fortb@sset classes as well as others is dependemtnu@ay factors including the general
condition of the economy, interest rates, credéligyiand spreads, and the level of liquidity ie financial markets.

Standard & Poor’s is a leading provider of datalgsis and independent investment advice and re@dations. Securities information
products such as RatingsXpress and RatingsDirefdrpged well as customer demand for fixed income dlecreased. CUSIP issuance volt
also increased. The Capital IQ product showed dravith the number of clients increasing 27.6% dberthird quarter of 2006 and up 6.1%
versus the second quarter of 2007. Market conditcmmtinued to be challenging in equity research.

Revenue related to Standard & Poor’s indices irsg@as assets under management for exchange-fredisd(ETFs) rose 38.4% from
September 30, 2006 to $209.5 billion as of Septer@Be2007. ETF assets under management as of eceh, 2006 were $167.3 billion.
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The financial services industry is subject to théeptial for increased regulation in the Unitedt&taand abroad. The businesses conducted by
the Financial Services segment are in certain aagpsated under the Credit Rating Agency Reformn@@006, U.S. Investment Advisers #

of 1940, the U.S. Securities Exchange Act of 1984 National Association of Securities Dealers anttie laws of the states or other
jurisdictions in which they conduct busine

Standard & Poor’s Ratings Services is a credihgaéigency that has been designated as one of Biatemally Recognized Statistical Rating
Organizations, or NRSROs, by the Securities anch&mge Commission (SEC). The SEC first began designlRSROs in 1975 for use of
their credit ratings in the determination of calpitaarges for registered brokers and dealers uh@e8EC’s Net Capital Rule. Since 2002, the
SEC and the U.S. Congress have been examiningutipege of and the need for greater regulation c8RRs.

Credit rating agency legislation entitled “Credatig Agency Reform Act of 2006” (the “Act”) wagysied into law by President Bush on
September 29, 2006. The Act creates a new SECagigpe system for rating agencies that want tadésignated as NRSROs. Registrants,
including existing NRSROs, are required to subroligies, methodologies, performance data and atieerials under rules issued by the SEC
in June 2007. New firms must provide evidence tleatain capital market participants regard therssisers of quality credit opinions. The
SEC has a limited time to deny an application. Reged NRSROs will be required to certify annuakiyto the accuracy of application
materials and list material changes. Under the thet SEC is given new authority and oversight ofSfl®s and can censure NRSROs, revoke
their registration or limit or suspend their regasibn in certain cases. The SEC is not authoriaedview the analytical process, ratings criteria
or methodology of the NRSROs. An agency’s decisioregister and comply with the Act will not corntste a waiver of or diminish any right,
defense or privilege available under applicable are-emption language is included in the Act cstesit with other legal precedent. The
Company does not believe the Act will have a matexilverse effect on its financial condition oruléesof operations.

Following the SEC’s review of comments on proposées to implement the Act on May 23, 2007, the Si8&d to adopt final rules and the
application form. The effective date of Form NRSB@I the rules relating to it was June 18, 2007r¢heaining rules were effective on
June 26, 2007. Standard & Poor’s submitted itsiegipdn on Form NRSRO on June 25, 2007. On Septe@he2007, the SEC granted
Standard & Poor’s registration as an NRSRO undeAitt.

In the third quarter of 2007, rating agencies bexanbject to scrutiny for their ratings on struetlifinance transactions that involve the
packaging of subprime residential mortgages, inolydesidential mortgage-backed securities (RMB®) eollateralized debt obligations
(CDOs).

On August 29, 2007, Standard & Poor’s receivedigpsana from the New York Attorney General's Offieguesting information and
documents relating to Standard & Poor’s ratingsemfurities backed by residential real estate mgegiaStandard & Poais responding to tr
request.

On October 16, 2007, Standard & Poor’s receiveabpaena from the Connecticut Attorney General’'sd@ffequesting information and
documents relating to the conduct of Standard &Bawedit ratings business. The subpoena appeasddte to an investigation by the
Connecticut Attorney General into whether StandafRbor’s, in the conduct of its credit ratings mesis, violated the Connecticut Antitrust
Act. The Company is responding to the subpoena.

In September 2007, the SEC commenced an examinaitiating agencies’ policies and procedures raggrdonflicts of interest and the
application of those policies and procedures timgaton RMBS and related CDOs. Standard & Poorto@perating with the SEC staff in
connection with this examination. On September22®,7, Standard & Poor’s testified before the U éhee
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Committee on Banking, Housing and Urban Affairseemning the role of rating agencies in the capitatkets and, specifically, the subprime
market. On September 27, 2007, Standard & Poststalstified before the U.S. House of RepresemsifFinancial Services Committee)
Subcommittee on Capital Markets, Insurance and @owent Sponsored Enterprises concerning the ralatioig agencies in the structured
finance market.

The legal status of rating agencies has also bagressed by courts in the United States in varitmessions and is likely to be considered and
addressed in legal proceedings from time to timthénfuture.

Outside the United States, particularly in Eurapgulators and government officials have revieweatier credit rating agencies should be
subject to formal oversight. In the past severargethe European Commission, the Committee of figaw Securities Regulators (CESR) and
the International Organization of Securities Conwioigs (I0OSCO) have issued reports, consultatiodsjaestionnaires concerning the role of
credit agencies and potential regulation. IOSC@aw culminated in December 2004 with its Cod€ohduct Fundamentals for rating
agencies. Standard & Poor’s worked closely with@@Sn drafting the Code and, in October 2005, Saath@ Poor’s issued a new Ratings
Services Code of Conduct which is consistent withlOSCO Code. The Standard & Poor’s Code was addatJune 2007.

Throughout 2006, Standard & Poor’s met with CESHiscuss implementation of its Code of Conduct @sgponded to CESR’s questionnaire
concerning Code related issues. In December 20B6R0ssued its first annual report to the Eurog@ammission regarding compliance by
credit rating agencies with the IOSCO Code. CESRtlemled the four agencies it reviewed (includingrsiard & Poor’s)are largely compliant
with the IOSCO Code. CESR noted areas for improvemmed plans to review these areas in 2007. CE&Rdsit will also assess in its next
report the impact of the new U.S. law and SEC ralethe ratings industry in Europe. On May 11, 2GA7TCESR’s request, Standard & Poor’s
sent an updated letter concerning its Code comg#iamd responses to CESR's first annual report.

On June 22, 2007, CESR published a questionnaingutdlic comment concerning structured financengtiand processes. Standard & Poor’s
submitted public comments and met with CESR on kt&, 2007 to discuss its responses and CESRisadd questions on structured
finance issues. CESR plans to issue its secondaangqort by April 30, 2008.

In 2006, IOSCO conducted a similar review of rataggncies’ implementation of IOSCO’s model Cod€ohduct and issued a report for
public consultation in February 2007. I0OSCO’s drafhclusions concerning implementation by the megting agencies are positive overall.
Standard & Poor’s submitted comments on May 117208 part of its ongoing review and in responsddeelopments in the U.S. housing
market, on September 18, 2007, IOSCO convened tingexd rating agency task force members and remtasives from the seven NRSROs
to discuss structured finance rating issues. |IO&@® modify its model Code of Conduct following ies/iew of agencies’ structured finance
rating processes. IOSCO’s work is expected to emtecby February 2008.

New legislation, regulations or judicial determipnas applicable to credit rating agencies in thééthStates and abroad could affect
competitive position of Standard & Poor’s Ratings\ices; however, the Company does not believeaimainew or currently proposed
legislation, regulations or judicial determinatiomsuld have a materially adverse effect on itsritial condition or results of operations.

The market for credit ratings as well as resedrolestment advisory and broker-dealer servicegig eompetitive. The Financial Services
segment competes domestically and internationallthe basis of a number of factors, including gqualf ratings, research and investment
advice, client service, reputation, price, geogi@ghope, range of products and technological iation. In addition, in some of the countries
in which Standard & Poor’s competes, governmentg pnavide financial or other support to locally-bds
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rating agencies and may from time to time estatf§hial credit rating agencies, credit rating#teria or procedures for evaluating local
issuers.

A writ of summons was served on The McGraw-Hill Gamies, SRL and on The McGraw-Hill Companies, Sétl{bndirect subsidiaries of
the Company) (collectively, “Standard & Poor'sihy September 29, 2005 and October 7, 2005, respsgtin an action brought in the Tribui
of Milan, Italy by Enrico Bondi (“Bondi”), the Exétordinary Commissioner of Parmalat Finanziaria/S.pnd Parmalat S.p.A. (collectively,
“Parmalat”). Bondi has brought numerous other latgsn both Italy and the United States againsitiestand individuals who had dealings
with Parmalat. In this suit, Bondi claims that Stard & Poor’s, which had issued investment gratieaga on Parmalat until shortly before
Parmalats collapse in December 2003, breached its dutgsteei an independent and professional rating arijaetly and knowingly assign
inflated ratings in order to retain Parmalat’s bess. Alleging joint and several liability, Bondaicns damages of euros 4,073,984,120
(representing the value of bonds issued by Parraathithe rating fees paid by Parmalat) with intergss damages to be ascertained for
Standard & Poor’s alleged complicity in aggravati®eymalat’s financial difficulties and/or for hagicontributed in bringing about Parmalat’s
indebtedness towards its bondholders, and legsal Tdee Company believes that Bondi’s allegatiords@aims for damages lack legal or
factual merit. Standard & Poor’s filed its answesunterclaim and third-party claims on March 180@@nd will continue to vigorously contest
the action.

In a separate proceeding, the prosecutor’s offidearma, Italy is conducting an investigation itite bankruptcy of Parmalat. In June 2006, the
prosecutor’s office issued a Note of Completiomofinvestigation (“Note of Completion”) concerniallegations, based on Standard & Poor’s
investment grade ratings of Parmalat, that indigiditandard & Poor’s rating analysts conspired Wigihmalat insiders and rating advisors to
fraudulently or negligently cause the Parmalat bapicy. The Note of Completion was served on efandard & Poor’s rating analysts.

While not a formal charge, the Note of Completindicates the prosecutor’s intention that the naratidg analysts should appear before a
judge in Parma for a preliminary hearing, at whiearing the judge will determine whether thereufficient evidence against the rati
analysts to proceed to trial. No date has beefos#te preliminary hearing. On July 7, 2006, acthste brief was filed with the Parma
prosecutor’s office on behalf of the rating analy3the Company believes that there is no basadndr law to support the allegations against
the rating analysts, and they will be vigorouslyetieled by the subsidiaries involved.

The Company has learned that on August 9, 208D aeaction titledBlomquistv. Washington Mutual, et a).was filed in the District Court
for the Northern District of California against narous financial institutions, government agencies iadividuals, including the Company and
Mr. Harold McGraw llI, the CEO of the Company, glileg various state and federal claims. The claigarest the Company and Mr. McGraw
concern Standard & Poor’s ratings of subprime nagégbacked securities. Neither the Company noMdGraw has been served with the
complaint. An amended complaint was filed in Blemquistaction on September 10, 2007 which added two o#iarg agencies as
defendants. In addition, the Company has learnstdotin August 28, 2007 a putative shareholder eaten titledReeses. Bahash, was filed

in the District Court for the District of Columbégainst Mr. Robert Bahash, the CFO of the Compaligging claims under the federal
securities laws and state tort law concerning Stech& Poor’s ratings, particularly its ratings afbgrime mortgage-backed securities.

Mr. Bahash has not been served with the Complahe. Company believes both complaints to be witmoetit and intends to vigorously
defend in the event that service is effected.

In addition, in the normal course of business lotihe United States and abroad, the Company araliisidiaries are defendants in numerous
legal proceedings and are involved, from time iwetiin governmental and self-regulatory agency gedings, which may result in adverse
judgments, damages, fines or penalties. Also, uargpvernmental and s-regulatory
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agencies regularly make inquiries and conduct ifiyasons concerning compliance with applicabledeamd regulations. Based on informat
currently known by the Company’s management, the@my does not believe that any pending legal, mowental or self-regulatory
proceedings or investigations will result in a mi@leadverse effect on its financial condition esults of operations.

Information & Media

Third % Third
Quarter Increase/ Quarter
2007 (Decrease) 2006
Revenue
Busines-to-Business $ 228,45 3.2 $ 221,28
Broadcasting 23,97 (7.9 25,98}
Total revenue $ 252,42¢ 2.1 $ 247,26¢
Operating profit $ 18,62¢ 35.¢ $ 13,717
% Operating margil 7.4 5.8

In the third quarter 2007, revenue grew by 2.1%5%0159 over the prior year while operating prafitreased $4,912. During 2006, the Sweets
building products database was integrated intdvtb@&raw-Hill Construction Network, providing architis, engineers and contractors a
powerful new search function for finding, compatisglecting and purchasing products. This integnatiansformed Sweets from a primarily
print catalog to a bundled print and online servidistorically, Sweets file sales were recognizethie fourth quarter of each year when
catalogs were delivered to its customers. Onlimeice revenue is recognized as the service is geakiSales of the bundled product will be
recognized ratably over the service period, prim@007. $6,501 of revenue and $5,760 of operatindit were recorded in the Business-to-
Business Group in the third quarter of 2007 relatetthe Sweets transformation. In Broadcasting, gansons to third quarter 2006 are driven
by the declines in political advertising. Foreigecleange rates had an immaterial impact on revermgtly and operating profit growth.

During the third quarter of 2006, the InformationMedia segment incurred a pre-tax restructuringgdaf $5,750 ($3,611 after tax, or $0.01
per diluted share) consisting primarily of emplogeserance costs related to the reduction of appaigly 100 positions across the segment.
These restructuring activities related to operaéfigiency improvements.

At the Business-to-Business Group, revenue intthid tjuarter increased 3.2% compared to prior gearto growth in oil, natural gas and
power news and pricing products, expansion of ir##onal research studies and the Sweets transfiormaccording to the Publishing
Information Bureau (PIB)BusinessWeekadvertising pages in the global edition for thediguarter were down 24.6%, with one less issue
year to year for PIB purposes and advertising reggecognition purposes. The Company continuesalcerninvestments in tf
BusinessWeek.cabrand.

Qil, natural gas and power news and pricing praglagperienced growth as a result of the increased for market information due to
volatility in the price of crude oil and other corodities.

Expansion of international research studies, iregdaevenue from corporate communications anddughnetration of existing studies in the
Energy and Telecom sectors positively influencemgh for the Business-tBusiness Group in the third quarter of 2007 vethessame peric
in 2006.

Through the first nine months of 2007, total U.@struction starts were down 11% versus a year Bg®decline reflected a sharply reduced
amount of residential building, which retreated 24%the same time, nonresidential building in thiee month period held steady with last
yearl's pace, and nonbuilding construction advanced 6%.
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Broadcasting revenue for the quarter declined BY7in 2007 compared to the third quarter of therpyear. Broadcasting experienced some
political revenue during the third quarter 20070asated with proposition advertising in Californ2glorado and Indiana and a Mayor’s race in
Indianapolis, however political revenue was signifitly lower than the prior year when Broadcashiegefited from proposition advertising in
Indiana, Colorado and California and house and gmreaaces in California.

Results of Operations — Comparing Nine Months Ende&eptember 30, 2007 and 2006

Consolidated Review

The Segment Review that follows is incorporateeihdsy reference.

Revenue and Operating Profit

Nine Months % Nine Months

2007 Increase 2006
Revenue $5,202,59: 11.€ $4,660,79
Operating profit * $1,540,06! 26.6  $1,214,30
% Operating margil 29.€ 26.1

*Operating profit is income from operations befteges on income, interest expense and corporaeneg|

In the first nine months of 2007 the Company aohiegrowth in revenue and operating profit of 11&% 26.8%, respectively. The increas
revenue is primarily attributable to growth in thimancial Services and McGraw-Hill Education segtaeRoreign exchange rates positively
impacted revenue growth by $49.7 million and negdyiimpacted operating profit growth by $3.2 naifii

On March 16, 2007, the Company sold its mutual fdath business, which was part of the FinancialiSes segment. The sale resulted in a
$17.3 million pre-tax gain ($10.3 million after-teor $0.03 per diluted share), recorded as otteemie. The divestiture of the mutual fund data
business is consistent with the Financial Servéeggnent’s strategy of directing resources to thosinesses which have the best opportunities
to achieve both significant financial growth andrked leadership. The divestiture will enable thedficial Services segment to focus on its
core business of providing independent researtings data, indices and portfolio services.

Operating profit for the first nine months of 20@Tlects a pre-tax gain of $4,127 relating to aedtiture of a product line.

The transformation of Sweets to an internet-basésbsand marketing solution benefited revenue aedating profit by $19,503 and $17,280,
respectively, for the period, due to the timing@fenue recognition.

The Company implemented Financial Accounting SteslBoard$ Statement No. 123(R), Share Based Payment, aadah, 2006. Include
in the 2006 stock-based compensation expenseris-irne charge of $23,765 from the eliminationte Company’s restoration stock option
program.

Product revenue increased 7.5% in the first ninathmof 2007, due primarily to increases at McGHilEducation.

Product operating-related expenses increased 4vh¥h include amortization of prepublication cogtémarily due to the growth in expenses
at McGraw-Hill Education. The growth in expenseprisnarily due to increases in direct expensedirgjdo product development, partially
offset by cost containment. Amortization of prepeduion costs increased by $16,539 or 9.2%, as eoetpwith same period in 2006, as a
result of product mix and adoption cycles.
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Product related selling and general expenses isetes.9%, primarily due to sales opportunities aGvhw-Hill Education. The product marg
improved 1.9% mainly due to the improved opporiesiat McGraw-Hill Education. The adoption marke2D07 is expected to be between
$780 million and $820 million as compared with $68#lion in 2006.

Service revenue increased 14.6% in the first ninaths of 2007, due primarily to an 18.3% increasEinancial Services. Financial Services
increased primarily due to the performance of $tmaxl finance ratings and corporate (industrial famahcial services) and government fina
ratings. In the U.S., collateralized debt obligaidCDOs) and commercial mortgage-backed secu(fi®¥BS) drove issuance growth in
structured finance, while in Europe issuance grenass all asset classes at a double-digit paceuisition-related financing drove growth in
U.S. corporate issuance in both industrials anahiinal services. Public finance issuance was diyestrong new money issuance and
refunding. The service margin increased to 34.58MfB0.4% in the prior year period.

In Financial Services, because of the current tradiket conditions, issuance levels deterioratedss all asset classes and regions during the
latter half of the third quarter. The impact on Ur&idential mortgage-backed securities and Lblateralized debt obligations has been the
greatest. If current market conditions persist,Gloenpany expects global issuance levels to deslgmficantly in the fourth quarter of 2007
versus the prior year, primarily in structured fina. The outlook for both asset classes as welrees's is dependent upon many factors
including the general condition of the economyeiast rates, credit quality and spreads, and thed ¢ liquidity in the financial markets.

Total expenses in the first nine months of 2007eased 6.3% due primarily to the growth in the Raial Services and McGraw-Hill
Education segments.

In the third quarter of 2006, the Company initiategestructuring of a limited number of businessrations in McGraw-Hill Education,
Information & Media and Corporate, to enhance toenfany’s long-term growth prospects. In the thivder 2006, the Company recorded a
restructuring charge of $15,433 pre-tax (after§8y692, or $0.03 per diluted share) consisting grily of employee severance costs related to
the reduction of approximately 600 positions actbgse segments. This pre-tax charge was compfses] 750 for Information & Media,
$5,562 for McGraw-Hill Education, and $4,131 forrforate. Restructuring expenses for McGraw-Hill ation were classified as selling and
general product expenses on the income statemestrugturing expenses for Information & Media amairate were classified as selling
general service expenses on the income statement.

In the first nine months of 2007, depreciation enxgeeincreased 1.4% to $83,902 as a result of isecedepreciation of technology related
equipment and facilities. Amortization of intangibldecreased 3.8% to $34,789 in the first nine hsoot 2007.

Included in general corporate expense in thefiiirst months of 2007 is a pre-tax gain of $3,604timed to a divestiture of an equity
investment.

Interest expense increased to $28,726 in therfinet months of 2007, compared with $13,561 in 2006s increase is attributed to higher
average short-term debt borrowings at higher istawges for the nine months ended September 807, Z¥erage total short-term borrowings
consisting of commercial paper, extendible comna¢rootes (ECNs), and promissory note borrowingstantding for the nine months ended
September 30, 2007 was $698.0 million at an averdgeest rate of 5.4%. This compares to averag $hort-term borrowings consisting of
commercial paper outstanding for the nine montliedrSeptember 30, 2006 of $288.9 million at anayeinterest rate of 5.2%. There were
no ECNSs or promissory note borrowings outstandimgnd) the nine months ended September 30, 200fided in the first nine months of
2007 and 2006 is approximately $6,443 and $6, &3fpectively, of interest expense related to the lealseback of the Compasyieadquarte
building

30




Table of Contents

in New York City. Also included in the nine montkrods of 2007 and 2006, is interest income eaomeiivestment balances of $11,472 and
$4,586, respectively.

For the nine months ended September 30, 2007 grtdr8ker 30, 2006 the effective tax rate was 37.6863%.2%, respectively in each year.
The minor increase in the effective tax rate fa tine months ended September 30, 2007, compatkd fwior period, is primarily attributat
to the net effect of several items including theaamting for uncertain tax positions, enacted clearig the various state corporate tax laws,
multiple discrete tax items such as the non-rexsgrbiook gain in connection with the sale of the @any’s mutual fund data business, various
tax audit settlements, and the repatriation ofifprearnings. The Company adopted the provisiorteefinancial Accounting Standards Bc
(“FASB”) Interpretation No. 48, “Accounting for Uectainty in Income Taxes, an interpretation of FAStBtement No. 109” (FIN 48) on
January 1, 2007. As a result of the implementatiolRIN 48, the Company recognized an increasearligbility for unrecognized tax benefits
of approximately $5.2 million, which was accountedas a reduction to the January 1, 2007 balahoetained earnings. The total amount of
federal, state and local, and foreign unrecogniagdenefits as of January 1, 2007 was $75.1 millidhere have been no material changes to
the liability for uncertain tax positions for thena months ended September 30, 2007. Includeceibatance at January 1, 2007, are

$13.5 million of tax positions for which the ultiteadeductibility is highly certain but for whichete is uncertainty about the timing of such
deductibility. Because of the impact of deferreddaacounting, other than interest and penaltiesdtiallowance of the shorter deductibility
period would not affect the annual effective tatedaut would accelerate the payment of cash toatkieg authority to an earlier period. The
Company recognizes interest accrued related tacagrézed tax benefits in interest expense and pfieaah operating expenses. In addition to
the unrecognized tax benefits, the Company hasappately $13.3 million and $8.7 million, net okthenefit, for the payment of interest and
penalties accrued as of September 30, 2007 an@dahu2007, respectively.

The Company expects the effective tax rate to 137 &% for the remainder of the year absent theaghpf numerous factors including
intervening audit settlements, changes in fedetate or foreign law and changes in the locatiomalof the Company’s income.

Net income for the nine month period increased %828 compared with the similar period in 2006. f@ithearnings per share were $2.5
compared with $1.84 in 2006. Included in 2007 es$0.03 after-tax benefit of the divestiture of Hieancial Services’ mutual fund data
business. Included in 2006 is a $0.04 after-taxgdh&om termination of the Company’s restoratitotk option program.

McGraw-Hill Education

Nine Nine
Months % Months
2007 Increase 2006
Revenue
School Education Grou $1,218,92 6.8 $1,139,91
Higher Education, Professional and Internatic 936,03: 9.3 856,11
Total revenue $2,154,95! 8.C $1,996,03
Operating profit $ 400,78: 23.4 $ 324,74
% Operating margil 18.€ 16.2

Revenue for the McGraw-Hill Education (MHE) segmieetreased 8.0% over the prior year, while opegapirofit improved by $76,033.
Foreign exchange rates positively impacted revemawth by $14.7 million and had an immaterial imipaac operating profit.
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Operating profit for the first nine months of 20@Tlects a pre-tax gain of $4,127 relating to thesstiture of a product line.

McGraw-Hill Education’s stock-based compensatiopesse for the nine months ended September 30,i80@led a one-time charge of
$4,244 from the elimination of the Company’s reatimn stock option program.

During the third quarter of 2006, the McGraw-Hililication segment incurred a pre-tax restructurivagge of $5,562 ($3,493 after tax, or
$0.01 per diluted share) consisting primarily ofpdogee severance costs related to the reductiapmfoximately 400 positions across the
segment. These restructuring activities relateeffioiency improvements.

In the first nine months of 2007, revenue for the@raw-Hill School Education Group (SEG) increasg€,810 or 6.9% as compared with the
first nine months of 2006. This comparison alstea$ the fact that in early 2006 SEG had $9.0ionilln Texas sales that had been delayed
from the previous year because of the state'satding of the 2005 adoption.

Total U.S. PreK-12 enrollment for 2006-2007 israstied at 55 million students, up 0.5% from 2005&@®&cording to the National Center for
Education Statistics (NCES). The total availabégéeshew adoption market in 2007 is estimated atédsert $780 million to $820 million
compared with approximately $685 million in 2006.

In the adoption market, revenue increases wereiitdy strong basal sales performance includirgyd€ience in California and South Caroli
6-12 math in Texas and K-5 reading in Tennessekama and Oregoitveryday MathematicsSEG's reform-based program led the K-5
market in New Mexico.

Growth in the open territory was limited by oversdftness in the market, but SEG achieved stroleg & New York City with K-8 math and
6-8 science. The new, third edition®feryday Mathematicalso performed well throughout the open territory.

Market conditions also limited growth in the suppéntary market, although SEG experienced succebdteireading and math intervention
programs, particularlilumber Worlds

According to statistics compiled by the AssociatidrAmerican Publishers (AAP), total net basal angplementary sales of elementary and
secondary instructional materials were up by 3.Bféugh August 2007 compared to the same perio@06 2

In the testing market, revenue associated with SEGStom testing contracts increased over the pear as contracts terminated in Kentucky,
Maryland and Pennsylvania were more than offsettk related to the new statewide assessment progr&eorgia and additional work on
the Indiana, Missouri, Florida and Colorado contsaSEG continued to invest in technology to imgre¥ficiencies in developing, delivering,
and scoring custom assessments. Revenue geneyated{custom or “shelf” tests also increased infitst nine months of 2007 compared to
the same period in 2006 as slight sales declinserime traditional products were more than offsegdins for the Acuity formative testing
program.

At the McGraw-Hill Higher Education, Professionaldalinternational Group (HPI), revenue increased % or 9.3% compared to prior year.

Revenues increased for the principal higher edocathprints, Science, Engineering and Mathemat¢d\(), Humanities, Social Science and
Languages (HSSL) and Business and Economics (B&t)growth largely driven by B&E's frontlist and bidist titles along with key titles
from the other imprints. Key titles contributingttte performance included McConné&llconomics, 17/eNickels,Understanding

Business,8/; GarrisonManagerial Accounting, 12/eKamien, Music: An appreciation, Brief Edition, 6/é.angan,College
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Writing Skills with Readings, 6/eSantrockLife-Span Development 11/&Vild , Fundamental Accounting Principles, 18/apoor,Personal
Finance, 8/¢; StevensonQperations Management, 9/&ucas,The Art of Public Speaking, 9/@rinkley, American History: A Survey, 12/e
Fahey Fit & Well, 7/e.

Contributing to the performance of professiondsitwereMcGraw-Hill Encyclopedia of Science & Technolog9/et Harrison’s Principles of
Internal Medicine, 16/; Crucial ConversationsHappier; and Influencer: The Power to Change Anyghi

Internationally, strong performance was drivenyréased professional sales in Australia, strogtichs in India, and increased higher
education volume in Korea and China. HPI also higswefrom increased higher education funding inZiirand strong school sales in Spain.

Financial Services

Nine Nine
Months % Months
2007 Increase 2006
Revenue $2,309,48! 18.3 $1,952,37!
Operating profil $1,096,03! 27.3 $ 861,19
% Operating margil 47.5 44.1

Financial Services revenue and operating profitiased 18.3% and 27.3%, respectively, over therfine months of 2006 results despite
challenging market conditions in the third quaitethe credit markets which are adversely impacsingctured finance. Foreign exchange
positively impacted revenue growth by $34.2 milleomd had an immaterial impact on operating prafingh.

The Financial Services’ results for the nine momhded September 30, 2006 include a one-time siaskd compensation expense charge of
$2,146 from the elimination of the Company’s reatimn stock option program.

On March 16, 2007, the Company sold its mutual fdath business, which was part of the FinancialiSes segment. The sale resulted in a
$17.3 million pre-tax gain ($10.3 million aftéax, or $0.03 per diluted share), recorded as Qtteeme. The divestiture of the mutual fund «
business is consistent with the Financial Servéeggnent’s strategy of directing resources to thosinesses which have the best opportunities
to achieve both significant financial growth andrked leadership. The divestiture will enable thedficial Services segment to focus on its
core business of providing independent researtings data, indices and portfolio services.

The Financial Services segment’s increase in revamad operating profit was due to the performarfaroctured finance and corporate
(industrial and financial services) and governnratings. In the U.S., collateralized debt obligaigCDOs) and commercial mortgage-backed
securities (CMBS) drove issuance growth in striedufinance, while in Europe issuance grew acrdsssakt classes at a double-digit pace.
Acquisition-related financing drove growth in Uc®rporate issuance in both industrials and findrsgievices. Public finance issuance was
driven by strong new money issuance and refunding.

Total U.S. structured finance new issue dollar wedudecreased 5.2% versus prior year due primaridydecline of 27.3% in U.S. residential
mortgage-backed securities (RMBS) issuance ataiiiatto reductions in the subprime and affordabfitoducts and home equity sectors. U.S.
CDO issuance increased 47.3%, according to Har@satt Publications and Standard & Poor’s integstimates (Harrison Scott
Publications/S&P). Despite weakness in issuanaasiti CDOs backed by subprime residential mortgag&du securities during the third
guarter, overall issuance of U.S. CDOs for the filse months remained strong due to growth inragleetors such as hybrids and synthetic
well as issuance of collateralized loan obligati(@sOs) which was fueled by the robust acquisifioancing market. U.S.
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commercial mortgage-backed securities (CMBS) issadmcreased 46.0% over the prior year due to higitetgage originations driven by the
low interest rate environment and strong commereial estate fundamentals as well as rising prgpaiues and refinancing of maturing de
According to Thomson Financial, U.S. corporate ésse by dollar volume for the first nine month607 increased 32.4%, with investment
grade issuance up 34.5% and high yield issuands31096, driven by merger and acquisition activityweedl as opportunistic financing as
issuers took advantage of favorable market conmgititssuance in U.S. municipals grew 21.7%, as eoetpwith a relatively slow nine months
of 2006, reflecting increased levels of refunding do favorable interest rates. Bank loan ratidgsivatives ratings as well as rating evaluation
services all showed strong growth in the first mmenths.

In Europe, structured finance issuance grew 51 8%llatructured finance asset classes experiegrosath, with CDOs and RMBS being
particularly strong. CDO issuance was driven byr@as in cash CDO deals due in part to a robust etdck CLOs. A stable economic
backdrop combined with moderate home price growtimost European countries fueled demand for moetgaedit, and RMBS volumes
picked up as new and existing issuers took advargtjght spreads. European corporate issuanceipidsie to growth in the financial
services sector.

Financial market concerns regarding the creditiyuaf subprime mortgages adversely impacted dehitdnce of residential mortgage-backed
securities and CDOs backed by subprime RMBS irthiéed States. The Company had been anticipatohgchne in residential mortgage and
RMBS originations as well as a slow down in the @t growth of CDO issuance versus the significates of growth experienced in the past.
U.S. residential mortgage-backed securities issuémexpected to decline by 70%-75% in the foutthrter, as compared to the fourth quarter
of 2006, which would result in a 35%-40% declingsisuance for the year. Slower growth in U.S. CBSuance is also expected, with declines
of 85%-90% for the fourth quarter, as comparedé&fourth quarter of 2006, and flat to decliningtfee year. Because of the current credit
market conditions, issuance levels deterioratedsscall asset classes and regions during the Fateof the third quarter. The impact on U.S.
RMBS and U.S. CDOs has been the greatest. If cumarket conditions persist, the Company expeabajlissuance levels to decline
significantly in the fourth quarter of 2007 verghs prior year, primarily in structured finance.eToutlook for both asset classes as well as
others is dependent upon many factors includingyévesral condition of the economy, interest ratesdit quality and spreads, and the level of
liquidity in the financial markets.

Standard & Poor’s is a leading provider of datalysis and independent investment advice and re@mdations. Securities information
products such as RatingsXpress and RatingsDirefdrpged well as customer demand for fixed incom& dlacreased. The Capital IQ product
showed growth with the number of clients increasdiigh% versus September 30, 2006 and 19.1% ovemreyeb2006. Market conditions
continued to be challenging in equity research.

Revenue related to Standard & Poor’s indices irsgeas assets under management for exchange-fremisd(ETFs) rose 38.4% from
September 30, 2006 to $209.5 billion as of Septer@Be2007. ETF assets under management as of eceh, 2006 were $167.3 billion.

The financial services industry is subject to tbéeptial for increased regulation in the Unitedt&aand abroad. The businesses conducted by
the Financial Services segment are in certain aaggsated under the Credit Rating Agency Reform&@006, U.S. Investment Advisers /

of 1940, the U.S. Securities Exchange Act of 1984 National Association of Securities Dealers anthie laws of the states or other
jurisdictions in which they conduct busine

Standard & Poor’s Ratings Services is a credihgagigency that has been designated as one of Bieawiemally Recognized Statistical Rating
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Organizations, or NRSROs, by the Securities anch&xge Commission (SEC). The SEC first began desighBlRSROs in 1975 for use of
their credit ratings in the determination of calpitaarges for registered brokers and dealers uh@eSEC’s Net Capital Rule. Since 2002, the
SEC and the U.S. Congress have been examiningutipege of and the need for greater regulation c8RRs.

Credit rating agency legislation entitled “Credatig Agency Reform Act of 2006” (the “Act”) wagysied into law by President Bush on
September 29, 2006. The Act creates a new SEQnatgs system for rating agencies that want taésignated as NRSROs. Registrants,
including existing NRSROs, are required to subroligies, methodologies, performance data and atiaerials under rules issued by the SEC
in June 2007. New firms must provide evidence tleatain capital market participants regard therssisers of quality credit opinions. The
SEC has a limited time to deny an application. Reged NRSROs will be required to certify annualiyto the accuracy of application
materials and list material changes. Under the thet SEC is given new authority and oversight ofSfl®s and can censure NRSROSs, revoke
their registration or limit or suspend their regasibn in certain cases. The SEC is not authoriaedview the analytical process, ratings criteria
or methodology of the NRSROs. An agency’s decisioregister and comply with the Act will not corntste a waiver of or diminish any right,
defense or privilege available under applicable are-emption language is included in the Act cstesit with other legal precedent. The
Company does not believe the Act will have a matexilverse effect on its financial condition orulesof operations.

Following the SEC’s review of comments on proposées to implement the Act on May 23, 2007, the Si8&d to adopt final rules and the
application form. The effective date of Form NRSB@I the rules relating to it was June 18, 2007r¢heaining rules were effective on
June 26, 2007. Standard & Poor’s submitted itsiegipdn on Form NRSRO on June 25, 2007. On Septe@he2007, the SEC granted
Standard & Poor’s registration as an NRSRO undeAitt.

In the third quarter of 2007, rating agencies bexanbject to scrutiny for their ratings on struetlifinance transactions that involve the
packaging of subprime residential mortgages, irolyidesidential mortgage-backed securities (RMB®) eollateralized debt obligations
(CDOs).

On August 29, 2007, Standard & Poor’s receivedigpsana from the New York Attorney General's Offieguesting information and
documents relating to Standard & Poor’s ratingsemfurities backed by residential real estate mgegjaStandard & Poais responding to tr
request.

On October 16, 2007, Standard & Poor’s receiveabgaena from the Connecticut Attorney General’'sd@ffequesting information and
documents relating to the conduct of Standard &Bawedit ratings business. The subpoena appeasddte to an investigation by the
Connecticut Attorney General into whether StandafRbor’s, in the conduct of its credit ratings mesis, violated the Connecticut Antitrust
Act. The Company is responding to the subpoena.

In September 2007, the SEC commenced an examinaitiating agencies’ policies and procedures raggrdonflicts of interest and the
application of those policies and procedures timgaton RMBS and related CDOs. Standard & Poorto@perating with the SEC staff in
connection with this examination. On September22®,7, Standard & Poor’s testified before the U.&hdte Committee on Banking, Housing
and Urban Affairs concerning the role of rating Rgjes in the capital markets and, specifically,shbprime market. On September 27, 2007,
Standard & Poor’s also testified before the U.Sustoof Representatives (Financial Services Comaigebcommittee on Capital Markets,
Insurance and Government Sponsored Enterprisegung the role of rating agencies in the struatinreance market.

The legal status of rating agencies has also beégressed by courts in the United States in varitaessions and is likely to be considered and
addressed in legal proceedings from time to timthénfuture.
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Outside the United States, particularly in Eurapgulators and government officials have revieweatier credit rating agencies should be
subject to formal oversight. In the past severakgethe European Commission, the Committee of fi@an Securities Regulators (CESR) and
the International Organization of Securities Congioiss (IOSCO) have issued reports, consultatiodsjaestionnaires concerning the role of
credit agencies and potential regulation. IOSC®isaw culminated in December 2004 with its Cod€ohduct Fundamentals for rating
agencies. Standard & Poor’s worked closely with@@8n drafting the Code and, in October 2005, Stath@d. Poor’s issued a new Ratings
Services Code of Conduct which is consistent withlOSCO Code. The Standard & Poor’s Code was addatJune 2007.

Throughout 2006, Standard & Poor’'s met with CESRiscuss implementation of its Code of Conduct @sponded to CESR’s questionnaire
concerning Code related issues. In December 20B6R0ssued its first annual report to the Eurog@ammission regarding compliance by
credit rating agencies with the IOSCO Code. CESRtkmled the four agencies it reviewed (includingrard & Poor’s)are largely compliant
with the IOSCO Code. CESR noted areas for improveraed plans to review these areas in 2007. CE&Rdsit will also assess in its next
report the impact of the new U.S. law and SEC rale¢he ratings industry in Europe. On May 11, 2G17CESR’s request, Standard & Poor’s
sent an updated letter concerning its Code cong#iamd responses to CESR'’s first annual report.

On June 22, 2007, CESR published a questionnaiggutdic comment concerning structured financenggtiand processes. Standard & Poor’s
submitted public comments and met with CESR on mté, 2007 to discuss its responses and CESRiSamd questions on structured
finance issues. CESR plans to issue its secondaaineport by April 30, 2008.

In 2006, IOSCO conducted a similar review of rataggncies’ implementation of IOSCO’s model Cod€ohduct and issued a report for
public consultation in February 2007. IOSCO’s daafhclusions concerning implementation by the megting agencies are positive overall.
Standard & Poor’s submitted comments on May 117288 part of its ongoing review and in responsddeelopments in the U.S. housing
market, on September 18, 2007, IOSCO convened tingexd rating agency task force members and remtasives from the seven NRSROs
to discuss structured finance rating issues. I08G® modify its model Code of Conduct following iites/iew of agencies’ structured finance
rating processes. IOSCO'’s work is expected to eatecby February 2008.

New legislation, regulations or judicial determioat applicable to credit rating agencies in thééthStates and abroad could affect
competitive position of Standard & Poor’s Ratings\ices; however, the Company does not believeaimainew or currently proposed
legislation, regulations or judicial determinatiomsuld have a materially adverse effect on itsritial condition or results of operations.

The market for credit ratings as well as resedrolestment advisory and broker-dealer servicegig competitive. The Financial Services
segment competes domestically and internationallthe basis of a number of factors, including dualf ratings, research and investment
advice, client service, reputation, price, geographope, range of products and technological iation. In addition, in some of the countries
in which Standard & Poor’s competes, governmentg pnavide financial or other support to locally-bdsating agencies and may from time
to time establish official credit rating agencieedit ratings criteria or procedures for evalugfiocal issuers.

A writ of summons was served on The McGraw-Hill Gamies, SRL and on The McGraw-Hill Companies, Sétl{bndirect subsidiaries of

the Company) (collectively, “Standard & Poor'sih September 29, 2005 and October 7, 2005, respbgtin an action brought in the Tribui
of Milan, Italy by Enrico Bondi (“Bondi”), the Exérordinary Commissioner of Parmalat Finanziaria/s.pnd Parmalat S.p.A. (collectively,

“Parmalat”). Bondi has brought numerous other l#tgsn both Italy and the United States againsties and individuals who had dealings
with Parmalat. In this suit, Bondi claims thati@tard & Poor’s, which had
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issued investment grade ratings on Parmalat umdittly before Parmalat’collapse in December 2003, breached its dutgstgei an independt
and professional rating and negligently and knowirgsigned inflated ratings in order to retainrRaat's business. Alleging joint and seve
liability, Bondi claims damages of euros 4,073,924, (representing the value of bonds issued by &atrand the rating fees paid by Parm:
with interest, plus damages to be ascertainedtiordaird & Poor’s alleged complicity in aggravatfP@rmalat’s financial difficulties and/or for
having contributed in bringing about Parmalat’sebtdédness towards its bondholders, and legal TéesCompany believes that Bondi's
allegations and claims for damages lack legal ciutd merit. Standard & Poor’s filed its answenjgterclaim and third-party claims on
March 16, 2006 and will continue to vigorously aesttthe action.

In a separate proceeding, the prosecutor’s offid@arma, Italy is conducting an investigation itite bankruptcy of Parmalat. In June 2006, the
prosecutor’s office issued a Note of Completiomofinvestigation (“Note of Completion”) concerniallegations, based on Standard & Poor’s
investment grade ratings of Parmalat, that indiiditandard & Poor’s rating analysts conspired W#éinmalat insiders and rating advisors to
fraudulently or negligently cause the Parmalat bapicy. The Note of Completion was served on e#thhdard & Poor’s rating analysts.

While not a formal charge, the Note of Completindicates the prosecutor’s intention that the namatidg analysts should appear before a
judge in Parma for a preliminary hearing, at whietaring the judge will determine whether theraiiigent evidence against the rati
analysts to proceed to trial. No date has beefoséhe preliminary hearing. On July 7, 2006, aethske brief was filed with the Parma
prosecutor’s office on behalf of the rating anady3the Company believes that there is no basadndr law to support the allegations against
the rating analysts, and they will be vigorousljetieled by the subsidiaries involved.

The Company has learned that on August 9, 208D aeaction titledBlomquistv. Washington Mutual, et aJ.was filed in the District Court

for the Northern District of California against narous financial institutions, government agenciesiadividuals, including the Company and
Mr. Harold McGraw lll, the CEO of the Company, glileg various state and federal claims. The claganst the Company and Mr. McGraw
concern Standard & Poor’s ratings of subprime nagégbacked securities. Neither the Company noMdGraw has been served with the
complaint. An amended complaint was filed in Blemquistaction on September 10, 2007 which added two o#tgrg agencies as
defendants. In addition, the Company has learnaton August 28, 2007 a putative shareholder eessn titledReesev. Bahash, was filed

in the District Court for the District of Columbé&gainst Mr. Robert Bahash, the CFO of the Compaligging claims under the federal
securities laws and state tort law concerning Steth& Poor’s ratings, particularly its ratings eibg@rime mortgage-backed securities.

Mr. Bahash has not been served with the Compldihe Company believes both complaints to be witmoetit and intends to vigorously
defend in the event that service is effected.

In addition, in the normal course of business lotthe United States and abroad, the Company arsliiisidiaries are defendants in numerous
legal proceedings and are involved, from time teetiin governmental and self-regulatory agency gedags, which may result in adverse
judgments, damages, fines or penalties. Also, uargovernmental and s-regulatory agencies regularly make inquiries amudeict
investigations concerning compliance with appliealas and regulations. Based on information ctiydmown by the Company’s
management, the Company does not believe thatemgimg legal, governmental or sedfgulatory proceedings or investigations will résula
material adverse effect on its financial conditamresults of operations.
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Information & Media

Nine % Nine
Months Increase/ Months
2007 (Decrease 2006
Revenue
Busines-to-Business $663,71: 6.1 $625,35:-
Broadcasting 74,43¢ (14.5) 87,02¢
Total revenue $738,14¢ 3.6 $712,38:
Operating profif $ 43,25t 52.t $ 28,36¢
% Operating margil 5.9 4.C

In the first nine months of 2007, revenue grew 8@ or $25,764 over the prior year while operapngfit increased $14,889. During 2006,

the Sweets building products database was inteynate the McGraw-Hill Construction Network, prouid architects, engineers and
contractors a powerful new search function forifiiggd comparing, selecting and purchasing prodddiss integration transformed Sweets from
a primarily print catalog to a bundled print andiloa service. Historically, Sweets file sales wereognized in the fourth quarter of each year
when catalogs were delivered to its customers.rn@rdervice revenue is recognized as the servip®isded. Sales of the bundled product will
be recognized ratably over the service period, arig2007. $19,503 of revenue and $17,280 of dpeggrofit were recorded in the Business-
to-Business Group in the first nine months of 200@tezl to the Sweets transformation. In Broadcastiomparisons to the first nine month
2006 are driven by the declines in local and natiaavertising, particularly in the automotive amavices sectors. Foreign exchange rates had
an immaterial impact on revenue growth and a negatipact of $3.1 million on segment operating pragfowth.

Information & Media’s stock-based compensation eggefor the nine months ended September 30, 2@0&lied a one-time charge of $2,713
from the elimination of the Company’s restoratiémc& option program.

During the third quarter of 2006, the InformationMedia segment incurred a pre-tax restructuringgdaf $5,750 ($3,611 after tax, or $0.01
per diluted share) consisting primarily of emplogeserance costs related to the reduction of appedrly 100 positions across the segment.
These restructuring activities related to operaéfiigiency improvements.

At the Business-to-Business Group, revenue initeerfine months of 2007 increased 6.1% comparguiit year due to growth in oil, natural
gas and power news and pricing products, internatiesearch studies and the Sweets transforma&emording to the Publishing Information
Bureau (PI1B)BusinessWeekadvertising pages in the global edition for thetfitine months of 2007 were down 16.4%, with ose Issue
year to year for PIB purposes and advertising regaecognition purposeBusinessWeek.coimproved its performance with increases in
advertising compared with the first nine month@96. The Company continues to make investmertteiBusinessWeek.cobmand.

Oil, natural gas and power news and pricing praslagperienced growth as a result of the increased for market information due to
volatility in the price of crude oil and other corodities.

Expansion of international research studies, irerdaevenue from corporate communications and groft).S. Automotive studies positive
influenced growth for the Business-to-Business @riouthe first nine months of 2007 over the sam@opan 2006.

Through the first nine months of 2007, total U.@struction starts were down 11% versus a year Hyodecline reflected a sharply reduced
amount of residential building, which retreated 24%the same time, nonresidential
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building in the January-September period held stewth last year’'s pace, and nonbuilding constrtidvanced 6%.

Broadcasting revenue for the first nine months@¥2declined by 14.5% compared to the same penmitioki prior year. During the third qual
of 2007, Broadcasting experienced some politicaémee primarily associated with proposition adweéntj in California, Colorado and Indiana
and a Mayor’s race in Indianapolis, however, yeatdte, political revenue was significantly lowlean the prior year when Broadcasting
benefited from political advertising which includptbposition advertising in Indiana, Colorado aradif@Grnia, governors races in California
and Colorado and house races in Indiana, ColoraddcCalifornia. Additionally, the Group’s decisioptrio renew thé®prah Winfrey Showvor
the San Diego and Denver markets in 2007 and thrgaif the 2006 Super Bowl on ABC have also cdmtied to the decline. Local and
national advertising declines were primarily driv@nthe automotive and services sectors.

Liquidity and Capital Resources

The Company continues to maintain a strong findmmaition. The Company’s primary source of fundsdperations is cash generated by
operating activities. The Company'’s core businebs@e been strong cash generators. Income andaqueTdéy cash provided from operations
during the year are significantly impacted by thasonality of businesses, particularly educatipoélishing. This seasonality also impacts
cash flow and related borrowing patterns. The Camisacash flow is typically greater in the secoradf lof the year than in the first half of the
year. Debt financing is used as necessary for sehflactuations in working capital, acquisitionsdafor share repurchases. Cash and
equivalents were $452.5 million at September 30,72@n increase of $99.0 million from DecemberZM6. Most of the cash and equivalents
as of September 30, 2007 are held outside the d)Bitates. The Company’s subsidiaries maintain bakinces at financial institutions located
throughout the world. These cash balances aredubj@ormal currency exchange fluctuations. Tylhjcaash held outside the U.S. is
anticipated to be utilized to fund internationakagttions or to be reinvested outside the U.S.sgraficant portion of the Company’s
opportunities for growth in the coming years arpeoted to be abroad. Occasionally, the foreignexcash balances may be repatriated to the
United States to fund domestic operations.

Cash Flow

Operating Activities: Cash provided by operatioresv1,076.9 million for the first nine months o0Z0as compared to $950.8 million in
2006. The change in cash from operating activisggimarily the result of growth in income fromeryations and cash collections.

Accounts receivable (before reserves) increase@.g824illion from the prior year-end, primarily dtethe seasonality of the educational
business and growth in Financial Services. Theegme in accounts receivable (before reserves) aréialfy offset by strong cash collections.
This increase compares to an increase of $214libmih 2006 from the 2005 year-end. Year-to-déte,number of dag' sales outstanding t
deteriorated by 2 days year over year. This detgian is the result of an increase in the proportf nonY.S. accounts receivable. Invento
increased by $41.9 million from the end of 2006narily as a result of the stronger adoption opputiees in 2007 compared with 2006.

Accounts payable and accrued expenses decreagibblymillion over the prior year-end primarily digethe timing of first quarter
performance based compensation payments. Thisatercoempares to a $110.0 million decrease in 2D8f&rred taxes reduced cash from
operations by $68.3 million primarily as a resultleferred tax assets relating to the accountingliare-based compensation in accordance
with Statement No. 123(R).
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Investing Activities: Cash used for investing aitidés was $390.3 million and $259.1 million in st nine months of 2007 and 2006,
respectively. The change over the prior year imgrily due to purchases of property and equipneemd,acquisition activity, partially offset by
dispositions.

Purchases of property and equipment totaled $16l&n in the first nine months of 2007 compareitha$56.8 million in 2006. For 2007,
capital expenditures are expected to be approxlyjn@g50 million and primarily relate to increasew@stment in the Company'’s information
technology data centers and other technology tiéa, a well as the new McGraw-Hill Education fegiin lowa.

Net prepublication costs increased $17.0 millio8%@4.9 million from December 31, 2006, as spendimpaced amortization. Prepublicati
investment in the current year totaled $209.5 miillas of September 30, 2007, $20.2 million mora tha same period in 2006. Prepublication
investment for 2007 is expected to be approximek8h0 million, reflecting the significant adoptiopportunities in key states in 2007 and
beyond.

Financing Activities: Cash used for financing aittés was $606.2 million as of September 30, 20@igared to $1,125.9 million in 2006. The
difference is primarily attributable to the incredsorrowings consisting of commercial paper, pesmiy note and extendible commercial note
borrowings. In 2007, cash was utilized to repureregproximately 30 million shares for $1.9 billi@@ash was utilized to repurchase
approximately 26.1 million shares for $1.4 billionthe first nine months of 2006. Shares repurathaseler the repurchase program were used
for general corporate purposes, including the isseaf shares for stock compensation plans anéfgetdhe dilutive effect of the exercise of
employee stock options.

Commercial paper borrowings as of September 307 2@aled $1,082.5 million, an increase from $238ilion at the same point in 2006.
Commercial paper borrowings are supported by thmgamy'’s five-year revolving credit facility agreemef $1.2 billion which expires on
July 20, 2009. The Company pays a facility feeesfesn basis points on the credit facility whethenotramounts have been borrowed, and
borrowings may be made at a spread of 13 basisgpaliove the prevailing LIBOR rates. This spreaddases to 18 basis points for
borrowings exceeding 50% of the total capacity latéé under the facility. The facility contains tn covenants, and the only financial
covenant requires that the Company not exceed fadebss to cash flow ratio, as defined, of 4 todng time. This restriction has never been
exceeded. There were no borrowings under this aggeeas of September 30, 2007 and 2006.

In addition, there were $10.0 million in extendiblammercial note (ECNs) borrowings outstandingegit&mber 30, 2007. There were no
ECNs borrowings outstanding at September 30, Z0B6.Company has the capacity to issue ECNs of 240 million, provided that
sufficient investor demand for the ECNs exists. EG&plicate commercial paper, except that the Compas an option to extend the note
beyond its initial redemption date to a maximunafimaturity of 390 days. However, if exercised,tsaa extension is at a higher reset rate,
which is at a predetermined spread over LIBOR arélated to the Company’s commercial paper raiirtge time of extension. As a result of
the extension option, no backup facilities for thesrrowings are required. As is the case with cencial paper, ECNs have no financial
covenants.

On April 19, 2007, the Company signed a promissmrg with one of its providers of banking servitegnable the Company to borrow
additional funds, on an uncommitted basis, fronetimtime to supplement its commercial paper and&Borrowings. The specific terms
(principal, interest rate and maturity date) offebhorrowing governed by this promissory note artemeined on the borrowing date of each
loan. There were $238.5 million of borrowings oatsting under this promissory note at Septembe2@07. There were no promissory note
borrowings outstanding at September 30, 2006.
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Under the shelf registration that became effeatiith the Securities and Exchange Commission in 188Gdditional $250 million of debt
securities can be issued.

In 2006, the Company announced it terminated th®ration feature of its stock option program orrdha30, 2006. The Board of Directors
voted to eliminate restoration stock options ireffort to reduce future expenses the Company nillif under Statement No. 123(R).
Additionally, the Company has reshaped its longatarcentive compensation program to emphasize sbefirestricted performance stock
over employee stock options.

On January 24, 2006, the Board of Directors appt@stock repurchase program authorizing the psecb&up to 45 million shares, which
was approximately 12.1% of the total shares ofGhmpany’s outstanding common stock. The repurchsisaces may be used for general
corporate purposes, including the issuance of shiareonnection with the exercise of employee suymtions. Purchases under this program
may be made from time to time on the open marketimprivate transactions depending on market d¢andi. At December 31, 2006,
authorization for the repurchase of 20 million gsaremained under the 2006 program. On Januar308¥, the Board of Directors approved a
new stock repurchase program (2007 program) auihgrthe repurchase of up to 45 million additiosiahres. The Company repurchased 30
million shares from the 2007 and 2006 programsmdpittie first nine months of 2007 for $1,890.0 roilliat an average price of $63.00 per
share. As of September 30, 2007, the share remechahorization granted by the 2006 program has hély utilized and 35 million shares
remain authorized for repurchase under the 200grano.

On January 31, 2007, the Board of Directors appt@reincrease of 12.9% in the quarterly commonkstibddend from $0.1815 to $0.2050
per share.

Quantitative and Qualitative Disclosure about Marke Risk

The Company is exposed to market risk from changésreign exchange rates. The Company has opesatiovarious foreign countries. The
functional currency is the local currency for altétions, except in the McGraMill Education segment, where operations that aterssions o
the parent have the U.S. dollar as the functionglenicy. For hyper-inflationary economies, the tioral currency is the U.S. dollar. In the
normal course of business, these operations asegpo fluctuations in currency values. The Comploes not generally enter into derival
financial instruments in the normal course of bas#) nor are such instruments used for speculatirgoses. The Company has no such
instruments outstanding at this time.

The Company has naturally hedged positions in mashtries from a local currency perspective witfseiting assets and liabilities. The gross
amount of the Company’s foreign exchange balaneetstxposure from operations is $134.2 millionfaSeptember 30, 2007. Management
has estimated using an undiversified value-ataisilysis with 95% certainty that the foreign exaegains and losses should not exceed
$14.0 million over the next year based on the hisabvolatilities of the portfolio.

The Company’s net interest expense is sensitiehanges in the general level of U.S. and foreiger@st rates. Based on average debt and
investments outstanding over the past three motitedpllowing is the projected annual impact oreiast expense on current operations (a
in rates would result in an unfavorable impact artecrease in rates would result in a favorableaghps the Company is in a net borrowing
position at the present time):

Percent change in interest ra Projected annual p-tax impact or
() operations (millions
1% $9.0
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Recently Issued Accounting Standards

In February 2007, the Financial Accounting Standd@dard (“FASB”) issued FASB Statement No. 159, éTHair Value Option for Financial
Assets and Financial Liabilities” (“SFAS No. 1538 provide companies with an option to report gelédinancial assets and liabilities at fair
value. The objective of SFAS No. 159 is to reduathlthe complexity in accounting for financial inghents and the volatility in earnings
caused by measuring related assets and liabititfeesently. SFAS No. 159 is effective for fiscatars that begin after November 15, 2007
which for the Company is January 1, 2008 and vélBbplied prospectively. The Company is currentgi@ating the impact SFAS No. 159
will have on its Consolidated Financial Statememtd is not yet in a position to determine whaany, effects SFAS No. 159 will have on the
Consolidated Financial Statements.

In September 2006, the FASB issued FASB Statemenflbl7, “Fair Value Measurements” (“SFAS No. 15@'clarify the definition of fair
value, establish a framework for measuring faiueadnd expand the disclosures on fair value meammes. SFAS No. 157 defines fair value
as the price that would be received to sell antasggaid to transfer a liability in an orderly tissaction between market participants at the
measurement date. SFAS No. 157 also stipulatesahat market-based measurement, fair value measotshould be determined based on
the assumptions that market participants wouldmugeicing the asset or liability, and establishefair value hierarchy that distinguishes
between (a) market participant assumptions devedlbpsed on market data obtained from sources indepé¢ of the reporting entity
(observable inputs) and (b) the reporting entibyisy assumptions about market participant assunptieneloped based on the best
information available in the circumstances (unobakle inputs). SFAS No. 157 is effective for fisgahrs that begin after November 15, 2007
which for the Company is January 1, 2008 and vélBbplied prospectively. The Company is currentgi@ating the impact SFAS No. 157
will have on its Consolidated Financial Statementd is not yet in a position to determine whaany, effects SFAS No. 157 will have on the
Consolidated Financial Statements.

In July 2006, the Financial Accounting Standardaf8q“FASB”) released FASB Interpretation No. 48ctounting for Uncertainty in Incon
Taxes, an interpretation of FASB Statement No. 10BIN 48") which became effective for and was atkgpby the Company as of January 1,
2007. FIN 48 clarifies the accounting and reporfmguncertainties in income taxes and prescribesnaprehensive model for the financial
statement recognition, measurement, presentatidmligolosure of uncertain tax positions taken greeted to be taken in income tax returns.
The Company recognizes interest accrued relatadrecognized tax benefits in interest expense andlfies in operating expenses. For
further information regarding the effects of adogtFIN 48 see Note 12.

In June 2006, the Emerging Issues Task Force (“Bligached a consensus on EITF No. 06-3, “How T&a@lected from Customers and
Remitted to Governmental Authorities Should Be Bnésd in the Income Statement” (“EITF No. 06-3")igthbecame effective for the
Company as of January 1, 2007. EITF No. 06-3 pewithat taxes imposed by a governmental authamity evenue producing transaction
between a seller and a customer should be shothe imcome statement on either a gross or a nét, limsed on the entity’s accounting
policy, which should be disclosed pursuant to Acttimg Principles Board (“APB”) Opinion No. 22, “Oiksure of Accounting Policies.” The
Company will continue to present taxes within thepe of EITF No. 06-3 on a net basis. As suchattaption of EITF No. 06-3 did not have a
material effect on the Company’s consolidated faialnstatements.

Since the date of the annual report, there have beether material changes to the Company’s afiiccounting policies.
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“Safe Harbor” Statement Under the Private Securities Litigation Reform Act of 1995

This section, as well as other portions of thiswhoent, includes certain forward-looking statemeitsut the Company’s businesses, new
products, sales, expenses, tax rates, cash flogguylplication investments and operating and capglirements. Such forward-looking
statements include, but are not limited to: thergjth and sustainability of the U.S. and globahecoy; Educational Publishing’s level of
success in 2007 adoptions and in open territoridsearollment and demographic trends; the leveldofcational funding; the strength of Sct
Education, Higher Education, Professional and tr@tBonal publishing markets and the impact of tedbgy on them; the level of interest rates
and the strength of the economic recovery, prefiels and the capital markets in the U.S. and abitbe level of success of new product
development and global expansion and strength wiedtic and international markets; the demand anétehéor debt ratings, including
collateralized debt obligations (CDO), residentiedrtgage and asset-backed securities and relaset @dasses; the regulatory environment
affecting Standard & Poor’s; the level of merged acquisition activity in the U.S. and abroad; sktrength of the domestic and international
advertising markets; the volatility of the energgnketplace; the contract value of public works, nfanturing and single-family unit
construction; the level of political advertisingichthe level of future cash flow, debt levels, progelated manufacturing expenses, distribu
expenses, prepublication, amortization and deptieni@xpense, income tax rates, capital, technglmegtructuring charges and other
expenditures and prepublication cost investment.

Actual results may differ materially from thoseany forward-looking statements because any sutdénséats involve risks and uncertainties
and are subject to change based upon various iemgdectors, including, but not limited to, world¥e economic, financial, political and
regulatory conditions; currency and foreign exclemglatility; the health of capital and equity met% including future interest rate changes
and concerns regarding the credit quality of subprimortgages adversely impacting future debt issegnof U.S. residential mortgage backed
securities and CDOs backed by subprime residemtistgages and related asset classes; the impletioandé an expanded regulatory scheme
affecting Standard & Poa’ratings and services; the level of funding ingdacation market (both domestically and intermetily); the pace «
recovery in advertising; continued investment g ¢bnstruction, computer and aviation industries;guccessful marketing of new products,
and the effect of competitive products and pricing.

Item 3.Quantitative and Qualitative Disclosures About MerRisk

The Company has no material changes to the diselgsade on this matter in the Company’s report@m¥FL0-K for the year ended
December 31, 2006. Please see the financial conditiction in Item 2 of this Form 10-Q for addiadmarket risk disclosures.

Item 4.Controls and Procedures

The Company maintains disclosure controls and phares that are designed to ensure that informagiquired to be disclosed in the
Company'’s reports filed with the Securities and liame Commission (SEC) is recorded, processed, adred and reported within the
time periods specified in the SEC’s rules and foramgl that such information is accumulated and conicated to the Company’s
management, including its Chief Executive OfficBEQ) and Chief Financial Officer (CFO), as apprat®;] to allow timely decisions
regarding required disclosure.

As of September 30, 2007, an evaluation was peddrander the supervision and with the participatibthe Company’s management,
including the CEO and CFO, of the effectivenesthefdesign and operation of the Compargisclosure controls and procedures (as de
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in Rules 13a-15(e) under the U.S. Securities Exgaaict of 1934). Based on that evaluation, the Caamg{s management, including the CEO
and CFO, concluded that the Company'’s disclosunérails and procedures were effective as of Septel®e2007.

Other Matters

There have been no changes in the Company’s ilteon&ols over financial reporting during the mostent quarter that have materially
affected, or are reasonably likely to materiallieaf, the Company’s internal control over financigpborting.
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Part Il
Other Information

Item 1. Legal Proceedings

A writ of summons was served on The McGraw-Hill Gmamnies, SRL and on The McGra#iH Companies, SA (both indirect subsidiarie:
the Company) (collectively, “Standard & Poor’s”) 8eptember 29, 2005 and October 7, 2005, respctimean action brought in the
Tribunal of Milan, Italy by Enrico Bondi (“Bondi”)the Extraordinary Commissioner of Parmalat FinanaiS.p.A. and Parmalat S.p.A.
(collectively, “Parmalat”). Bondi has brought nuroes other lawsuits in both Italy and the United&against entities and individuals who
had dealings with Parmalat. In this suit, Bondimkthat Standard & Poor’s, which had issued inmesit grade ratings on Parmalat until
shortly before Parmalat’s collapse in December 208&ached its duty to issue an independent arfégsional rating and negligently and
knowingly assigned inflated ratings in order tametParmalat’s business. Alleging joint and sevkadility, Bondi claims damages of euros
4,073,984,120 (representing the value of bondebsy Parmalat and the rating fees paid by Parinaitit interest, plus damages to be
ascertained for Standard & Poor’s alleged complicitaggravating Parmalat’s financial difficultiaad/or for having contributed in bringing
about Parmalat’s indebtedness towards its bondtslded legal fees. The Company believes that Boatdlegations and claims for
damages lack legal or factual merit. Standard &RBdided its answer, counterclaim and third-pactgims on March 16, 2006 and will
continue to vigorously contest the action.

In a separate proceeding, the prosecutor’s offidearma, Italy is conducting an investigation itite bankruptcy of Parmalat. In June 2006,
the prosecutor’s office issued a Note of Completiban Investigation (“Note of Completion”) concarg allegations, based on Standard &
Poor’s investment grade ratings of Parmalat, tdividual Standard & Poor’s rating analysts coregiwith Parmalat insiders and rating
advisors to fraudulently or negligently cause thenfalat bankruptcy. The Note of Completion was sgrn eight Standard & Poor’s rating
analysts.

While not a formal charge, the Note of Completindicates the prosecutor’s intention that the naratidg analysts should appear before a
judge in Parma for a preliminary hearing, at whigaring the judge will determine whether thereuf§icgent evidence against the rating
analysts to proceed to trial. No date has beefoséhe preliminary hearing. On July 7, 2006, aethske brief was filed with the Parma
prosecutor’s office on behalf of the rating anady3the Company believes that there is no basiadndr law to support the allegations
against the rating analysts, and they will be vogisty defended by the subsidiaries involved.

The Company has learned that on August 9, 206d aeaction titledBlomquistv. Washington Mutual, et a).was filed in the District Cou
for the Northern District of California against narous financial institutions, government agencies iadividuals, including the Company
and Mr. Harold McGraw lll, the CEO of the Compaalleging various state and federal claims. Thentdagainst the Company and

Mr. McGraw concern Standard & Poor’s ratings offmine mortgage-backed securities. Neither the Coyppar Mr. McGraw has been
served with the complaint. An amended complaint filed in theBlomquistaction on September 10, 2007 which added two oHigrg
agencies as defendants. In addition, the Compasjehaned that on August 28, 2007 a putative slddehclass action titleReesey.
Bahash, was filed in the District Court for the Distriof Columbia against Mr. Robert Bahash, the CFChef@ompany, alleging claims
under the federal securities laws and state tertclancerning Standard & Poor’s ratings, particylés ratings of subprime mortgadpackec
securities. Mr. Bahash has not been served witiCtiraplaint. The Company believes both complaintsetavithout merit and intends to
vigorously defend in the event that service isaéd.
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In addition, in the normal course of business lotthe United States and abroad, the Company arsliiisidiaries are defendants in numerous
legal proceedings and are involved, from time iwetiin governmental and self-regulatory agency gedings, which may result in adverse
judgments, damages, fines or penalties. Also, uargovernmental and s-regulatory agencies regularly make inquiries amudeict
investigations concerning compliance with appliedalws and regulations (see discussion in Iltem Results of Operations — Comparing
Three Months Ended September 30, 2007 and 2008kdBan information currently known by the Compamganagement, the Company does
not believe that any pending legal, governmentaledfrregulatory proceedings or investigations wahult in a material adverse effect on its
financial condition or results of operations.
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ltem 2. Unregistered Sales of Equity Securities drd of Proceeds

On January 24, 2006, the Board of Directors apgt@stock repurchase program authorizing the psecb&up to 45 million shares, which
was approximately 12.1% of the total shares ofGhmpany’s outstanding common stock as of Januar2@36. As of December 31, 2006,
20 million shares remained available under the 2@p6rchase program. On January 31, 2007 the Biditectors approved a new stock
repurchase program authorizing the purchase o 4id tmillion additional shares, which was approxiehal2.7% of the total shares of the
Company’s outstanding common stock as of Januarg@17. In the first nine months of 2007, the Comypiepurchased 30 million shares,
including 10 million shares from the 2007 programd she 20 million shares remaining under the 20@@m@mm. The repurchase programs
have no expiration date. The repurchased sharedbmaged for general corporate purposes, inclutdiegssuance of shares in connection
with the exercise of employee stock options. Pusebainder this program may be made from time te timthe open market and in private
transactions, depending on market conditions.

The following table provides information on purceasnade by the Company of its outstanding comnaok sturing the third quarter of
2007 pursuant to the stock repurchase programsem@zed by the Board of Directors on January 24,6280d January 31, 2007 (column c).
In addition to purchases under the 2006 and 208k sepurchase programs, the number of sharedumeo(a) include: 1) shares of
common stock that are tendered to the Registrasutisfy the employees’ tax withholding obligationsonnection with the vesting of
awards of restricted performance shares (such slaaeerepurchased by the Registrant based onfslireinarket value on the vesting date),
and 2) shares of the Registrant deemed surrentiethd Registrant to pay the exercise price arghtisfy the employees’ tax withholding
obligations in connection with the exercise of enyple stock options. There were no other share chpaes during the quarter outside the
stock repurchases noted below:

Period (a)Total (b)Average (c)Total Number o (d) Maximum Number ¢
Number of | Price Paic Shares Purchased | Shares that may y:
Shares per Share Part of Publicly be Purchased Und
Purchase! Announced Prograr | the Program
(in millions) (in millions) (in millions)
(July 1—July 31, 2007 3.7 $60.9¢ 3.7 41.¢
(Aug. 1- Aug. 31, 2007 6.8 $57.41 6.8 35.C
(Sept. 1- Sept. 30, 2007 . . . 35.C
Total— Qtr 10.£ $58.61 10.5 35.C

47




Table of Contents

Iltem 6. Exhibits

(15) Letter on Unaudited Interim Financie
(31.1,  Quarterly Certification of the Chief Executive @#ir pursuant to Section 302 of the Sarb-Oxley Act of 2002
(31.20  Quarterly Certification of the Chief Financial GQi#ir pursuant to Section 302 of the Sarb-Oxley Act of 2002

(32)  Quarterly Certification of the Chief Executive @#ir and the Chief Financial Officer pursuant toteec906 of the
Sarbane-Oxley Act of 2002
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SIGNATURES

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

THE MCGRAW-HILL COMPANIES, INC.

Date: October 26, 20C By /s/ Robert J. Bahas

Robert J. Bahas
Executive Vice Presidel
and Chief Financial Office

Date: October 26, 2007 By /s/ Kenneth M. Vittor

Kenneth M. Vittor
Executive Vice Presidel
and General Couns
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Exhibit (15,

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

We are aware of the incorporation by referencéénfollowing Registration Statements:

(1)
(@)
3)
(4)
(5)
(6)

(7)

Registration Statement (Forn-3 No. 3--33667) pertaining to the Debt Securities of The Iva{-Hill Companies, Inc.

Registration Statement (Forn-8 No. 3:-22344) pertaining to the 1987 Key Employee Stodeitive Plan

Registration Statements (Forr-8 No. 3i-49743, No. 3-30043 and No. -40502) pertaining to the 1993 Employee Stock Irigerlan,
Registration Statements (Forr-8 No. 3:-92224 and No. :-116993) pertaining to the 2002 Stock Incentive F

Registration Statement (Forn-8 No. 3:-06871) pertaining to the Director Deferred Stockr@vship Plan

Registration Statement (Forn-8 No. 3:-50856) pertaining to The Savings Incentive Plafttd McGrav-Hill Companies, Inc. and it
Subsidiaries, The Employee Retirement Account Bfarhe McGraw-Hill Companies, Inc. and its Subsidis, The Standard & Poor’s
Savings Incentive Plan for Represented Employeles,Standard & Poas’Employee Retirement Account Plan for RepreseBtafloyees
The Employee’ Investment Plan of McGre-Hill Broadcasting Company, Inc. and its Subsidisyrend

Registration Statement (Forn-8 No. 3:-126465) pertaining to The Savings Incentive Plafmted McGrav-Hill Companies, Inc. and i
Subsidiaries, The Employee Retirement Account Bfarhe McGraw-Hill Companies, Inc. and its Subsidis, The Standard & Poor’s
Savings Incentive Plan for Represented EmployewsTae Standard & Poor's Employee Retirement Act®lan for Represented
Employees

of our report dated October 23, 2007 relating ®outhaudited consolidated interim financial statetmief The McGraw-Hill Companies, Inc.
which are included in its Form 10-Q for the quagrded September 30, 2007.

/sl ERNST & YOUNG LLP

New York, New York
October 23, 2007
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Exhibit (31.1

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

[, Harold W. McGraw llI, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of The McGra\-Hill Companies, Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this repor

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

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamid procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedaresgused such disclosure controls and procedones designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durithg fperiod in which this report is being prepai

(b) Designed such internal control over financial réipor, or caused such internal control over finaheaorting to be designed under «
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

(c) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentttsimeport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registre’s mosit
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thamnhaterially affected, or is reasonably
likely to materially affect, the registré s internal control over financial reporting; &

The registrant’ other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reporting
to the registrar’s auditors and the audit committee of the regit' s board of directors (or persons performing thewedent functions)

(a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability
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Exhibit (31.1

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

to record, process, summarize and report finamdiafmation; anc
(b) Any fraud, whether or not material, that involveanagement or other employees who have a significée in the registrarg’interna
control over financial reporting

Date: October 26, 2007

/s/ Harold W. McGraw Il

Harold W. McGraw Il
Chairman, President ai
Chief Executive Office
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Exhibit (31.2

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

I, Robert J. Bahash, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of The McGra\-Hill Companies, Inc.

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this repor

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

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamid procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedaresgused such disclosure controls and procedones designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durithg fperiod in which this report is being prepai

(b) Designed such internal control over financial réipor, or caused such internal control over finaheaorting to be designed under «
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

(c) Evaluated the effectiveness of the registrarigsldsure controls and procedures and presentttsimeport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registre’s mosit
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thamnhaterially affected, or is reasonably
likely to materially affect, the registré s internal control over financial reporting; &

The registrant’ other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reporting
to the registrar’s auditors and the audit committee of the regit' s board of directors (or persons performing thewedent functions)

(a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to
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Exhibit (31.2

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

record, process, summarize and report financiakmétion; anc
(b) Any fraud, whether or not material, that involveanagement or other employees who have a significée in the registrarg’interna
control over financial reporting

Date: October 26, 2007

/s/ Robert J. Bahas

Robert J. Bahas
Executive Vice Presidel
and Chief Financial Office
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Exhibit (32]

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

Pursuant to Section 906 of the Sarbanes-Oxégyf 2002 (subsections (a) and (b) of Sectionl. Z&hapter 63 of Title 18, United States
Code), each of the undersigned officers of The MeGHill Companies, Inc. (the “Company”), does harebrtify, to such officer’s
knowledge, that:

The quarterly report on Form TDfor the quarter ended September 30, 2007 of trepany fully complies with the requirements of &
13(a) or 15(d) of the Securities Exchange Act @4La&nd information contained in the Form 10-Q fantesents, in all material respects, the
financial condition and results of operations & Gompany.

Dated: October 26, 2007 /s/ Harold W. McGraw Il

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

Dated: October 26, 2007 /s/ Robert J. Bahash

Robert J. Bahas
Executive Vice President ai
Chief Financial Office!

A signed original of this written statement reqdil®y Section 906 has been provided to
The McGraw-Hill Companies, Inc. and will be retaingy The McGraw-Hill Companies, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon request
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