MCGRAW-HILL COMPANIES INC

FORM 10-Q

(Quarterly Report)

Filed 5/12/1999 For Period Ending 3/31/1999

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

Corporate Sales: 212-457-8200



UNITED STATES SECURITIES AND EXCHANGE

COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 1999

Commission File Number 1-1023

THE MCGRAW -HILL COMPANIES, INC.

(Exact name of registrant as specified in its @rart

New York 1 3-1026995
(State of other jurisdiction of (LR.S. E mployer
incorporation or organization) Identifi cation No.)

1221 Avenue of the Americas, New York, N.Y. 10020
(Address of Principal executive offices) (Zip Code)
Registrant's telephone number, including area ¢@ti2) 512-2000 Not Applicable

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

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastags.

YES [X]NO[]

On April 30, 1999 there were approximately 197.8iam shares of common stock (par value $1.00 pare) outstanding



The McGraw-Hill Companies, Inc.

TABLE OF CONTENTS

PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

Consolidated Statement of Income for
the three months ended March 31, 1999

Consolidated Balance Sheet at March 31
December 31, 1998 and March 31, 1998

Consolidated Statement of Cash Flows f
months ended March 31, 1999 and 1998

Notes to Consolidated Financial Statem

Item 2. Management's Discussion and Analysis of
------ Results and Financial Condition

Part Il. OTHER INFORMATION

Page Number

and 1998 3

, 1999,
4-5

or the three 6

ents 7-10
Operating
11-15
16-18
19-31



Part |
Financial Information

Iltem 1. Financial Statements

The McGraw-Hill Companies, Inc.
Consolidated Statement of | ncome
Three Months Ended March 31, 199 9 and 1998
1999 1998

(in thousands, except
per-share data)

Operating revenue $ 716,471 $ 703,420
Expenses:

Operating 351,081 358,575

Selling and general 267,590 253,035

Depreciation and amortization 52,867 51,606

Total expenses 671,538 663,216

Other income - net 4,586 4,912
Income from operations 49,519 45,116
Interest expense - net 9,441 12,102
Income before taxes on income 40,078 33,014
Provision for taxes on income 15,630 12,875
Net Income $ 24,448 $ 20,139

Earnings per common share:

Basic $ 012 $ 0.10

Diluted $ 012 $ 0.10

Average number of common shares outstanding:
Basic 196,847 197,778

Diluted 199,330 199,582



The McGraw-Hill Companies,

March 31
1999
ASSETS
Current assets:
Cash and equivalents $ 36,0

Accounts receivable (net of allowance
for doubtful accounts and sales

returns) (Note 4) 773,6
Receivable from broker-dealers and
dealer banks (Note 5) 7,2
Inventories (Note 4) 300,3
Prepaid income taxes 92,8
Prepaid and other current assets 107,2
Total current assets 1,317,4

Prepublication costs (net of accumulated
amortization) (Note 4) 365,9

Investments and other assets:
Investment in Rock-McGraw, Inc. - at

equity 81,1
Prepaid pension expense 110,7
Other 192,6

Total investments and other assets 384,5

Property and equipment - at cost 962,4
Less - accumulated depreciation 568,1
Net property and equipment 394,3

Goodwill and other intangible assets - at
cost (net of accumulated amortization) 1,238,7

1

Dec. 31,

March 31,

1998 1998

(In thousands)

41

67
86
18

20
93

19

15

$ 10,451 $ 1,721

950,296

4,597
284,729
92,496

914,805

364,024

1,259,548

$3,788,144

803,113

9,115
323,603
99,191
92,502

847,002
579,589

267,413

1,289,116

$3,566,368




The McGraw-Hill Companies, Inc.

Consolidated Balance She et
March 3 1, Dec. 31, March 31,
1999 1998 1998

(In thousands)
LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Notes payable $ 189,1 13 $ 75,500 $ 75,458
Accounts payable 226,3 10 318,572 231,687
Payable to broker-dealers and dealer
banks (Note 5) 57 90 4,585 8,988
Accrued liabilities 204,5 55 312,916 172,571
Income taxes currently payable 62,9 17 67,396 108,272
Unearned revenue 247,8 25 236,167 240,227
Other current liabilities 278,8 59 276,315 241,093
Total current liabilities 1,215,3 69 1,291,451 1,078,296
Other liabilities:
Long-term debt (Note 6) 451,8 25 452,097 606,901
Deferred income taxes 123,2 24 129,303 107,669
Accrued postretirement healthcare and
other benefits 192,2 97 192,743 198,504
Other non-current liabilities 159,3 80 170,742 146,436
Total other liabilities 926,7 26 944,885 1,059,510
Total liabilities 2,142,0 95 2,236,336 2,137,806
Shareholders' equity (Note 7):
Capital stock 205,8 52 205,852 102,933
Additional paid-in capital 19,9 98 - 42,888
Retained income 1,652,2 49 1,670,101 1,524,398
Accumulated other comprehensive income (78,9 75)  (75,962) (75,934)
1,799,1 24 1,799,991 1,594,285
Less - common stock in treasury-at cost 222,5 05 234,673 149,637
Unearned compensation on Restricted stock 17,7 47 13,510 16,086
Total shareholders' equity 1,558,8 72 1,551,808 1,428,562

$3,700,9 67 $3,788,144 $3,566,368




The McGraw-Hill Companies,

Consolidated Statement of Cas

For The Three Months Ended March 31,

Cash flows from operating activities

Net income

Adjustments to reconcile net income to

cash provided by operating activities:
Depreciation
Amortization of goodwill and intangibles
Amortization of prepublication costs
Provision for losses on accounts receivable
Other

Changes in assets and liabilities net of ef
of acquisitions and dispositions:
Decrease in accounts receivable
Increase in inventories
Increase in prepaid and other current assets
Decrease in accounts payable and accrued expense
Increase in unearned revenue
Increase in other current liabilities
(Decrease)/increase in interest and income taxes

currently payable

(Decrease)/increase in prepaid/deferred income t
Net change in other assets and liabilities

Cash provided by operating activities

Investing activities
Investment in prepublication costs
Purchases of property and equipment
Acquisition of businesses
Disposition of property, equipment and businesse

Cash used for investing activities

Financing activities

Additions to/(repayments of) short-term
debt - net

Dividends paid to shareholders

Exercise of stock options

Other

Cash provided by financing activities

Effect of exchange rate fluctuations on cash
Net change in cash and equivalents

Cash and equivalents at beginning of period

Cash and equivalents at end of period

(In thousands)

$ 24,448 $20,139

19,515 18,899

13,227 13,473

20,125 19,234

10,033 21,509

(1,546) 647
fect

166,161 146,520
(15,957) (33,612)
(21,525) (4,451)
s (200,296) (159,308)
11,857 20,548
3,947 11,214

(4,235) 2,278
axes (176) 2,468
(545) (10,080)

(27,026) (26,292)
(51,507) (12,429)
- (49)

s 189 39

114,122 (2,421)
(42,300) (38,595)
7,563 9,072
62 (1,000)

25,590 (3,047)

10,451 4,768

$36,041 $ 1,721




The McGraw-Hill Companies, Inc.

Notes to Financial Statements

1. The financial information in this report has been audited, but in the opinion of managemeradjlistments (consisting only of normal
recurring adjustments) considered necessary t@préairly such information have been included. ©perating results for the three months
ended March 31, 1999 and 1998 are not necessadiilyative of results to be expected for the fuliiydue to the seasonal nature of some of
the company's businesses. The financial statenresitsled herein should be read in conjunction il financial statements and notes
included in the company's Annual Report on FornKifor the year ended December 31, 1998.

On January 27, 1999, the Board of Directors dedlarevo-for-one stock split of the company's comratmtk which was distributed on
March 8, 1999 to all shareholders of record on &atyr 24, 1999. Accordingly, all references to comrsbhare data in the financial statements
and notes have been restated to reflect the split.

Certain prior year amounts have been reclassiieddmparability purposes.

2. The following table is a reconciliation of t he company's net income to
comprehensive income for the three month period ended March 31, 1999:
1999 1998
@i n thousands, except

per-share data)

Net income $ 24,448 $ 20,139
Other comprehensive income, net of tax:

Foreign currency translation adjustments (3,013) (1,687)
Total other comprehensive in-(—:ome (3013) (1687)
Comprehensive income B $ 21435 $18452

3. The company has three reportable segments: Eolnaband Professional Publishing, Financial Se¥sj and Information and Media
Services. The educational and professional publgskegment provides education, training and lifetlearning textbooks and instructional
materials for students and professionals. The Gi@services segment consists of Standard & Popesations, which provide financial
information, ratings and analyses, enabling acttesapital markets. The information and media s&wyisegment includes business and trade
media offering information, insight and analysis.

Operating profit by segment is the primary basigiie chief operating decision maker of the compémy CEO Council, to evaluate the
performance of each segment. A summary of operagisglts by segment for the three months ended iMat¢c 1999 and 1998 follow



The McGraw-Hill Companies, Inc

Notes to Financial Statements

1999 1998
Operating Operating
Revenue Profit Revenue  Profit
(in tho usands)

Educational and Professional

Publishing $208,983 $(43,857 ) $208,357 $(39,731)
Financial Services 308,444 94,322 281,504 83,039
Information and Media Services 199,044 15,415 213,559 17,509
Total operating segments 716,471 65,880 703,420 60,817
General corporate expense - (16,361 ) - (15,701)
Interest expense - net - (9,441 ) - (12,102)
Total company $716,471 $ 40,078 * $703,420 $ 33,014*

*Income before taxes on income.

4. The allowance for doubtful accounts and sales returns, the components of
inventory and the accumulated amortization of prepublication costs were as
follows:

March 3 1, Dec. 31, March 31,
1999 1998 1998

(In thousands)

Allowance for doubtful accounts $ 107,3 77 $ 113,639 $ 97,550
Allowance for sales returns $ 83,2 20 $ 98,784 $ 74,093
Inventories:

Finished goods $ 2418 97 $ 235,341 $ 257,154
Work-in-process 39,1 91 31,260 35,451
Paper and other materials 19,2 30 18,128 30,998
Total inventories $ 300,3 18 $ 284,729 $ 323,603

Accumulated amortization of
prepublication costs $ 512,6 10 $ 607,574 $ 474,392

5. A subsidiary of J.J. Kenny Co. acts as an utasd agent in the purchase and sale of municgralrgties for broker-dealers and dealer
banks and the company had $277.3 million of matghedhase and sale commitments at March 31, 1988.tBose transactions not closed
at the settlement date are reflected in the balaheet as receivables and payat



The McGraw-Hill Companies, Inc.

6. A summary of long-term debt follows:

March 3 1, Dec.31, March 31,
1999 1998 1998

(In thousands)

9.43% Notes due 2000 $ 95,0 43 $ 95,043 $ 250,000
Commercial paper supported by

bank revolving credit agreement 350,0 00 350,000 350,000
Other 6,7 82 7,054 6,901
Total long-term debt $ 451,8 25 $ 452,097 $ 606,901

7. Common shares reserved for issuance
for conversions and stock based
awards were as follows:
March 3 1, Dec.31, March 31,
1999 1998 1998

$1.20 convertible preference stock
at the rate of 13.2 shares for each

share of preference stock 17,9 78 17,978 17,978
Stock based awards 17,081,1 29 18,015,440 19,606,162
17,099,1 07 18,033,418 19,624,140
8. Cash dividends per share declared during the three months ended March 31,

1999 and 1998 were as follows:

1999 1998
Common stock $.215 $.195
Preference stock .300 .300
9. A reconciliation of the number of shares used f or calculating basic earnings
per common share and diluted earnings per comm on share for the three months

ended March 31, 1999 and 1998 follows:
1999 1998

(In thousands)

Average number of common shares outstanding 196,847 197,778
Effect of stock options and other dilutive secur ites 2,483 1,804
Average number of common shares outstanding incl uding

effect of dilutive securities 199,330 199,582

Restricted performance shares outstanding at Match999 of 748,000 were not included in the comafion of diluted earnings per comm
shares because the necessary vesting conditioesloayet been mad



10.In June 1998, the FASB issued SFAS No. 133, éatiog for Derivative Instruments and Hedging Atttes. The new standard is effect
January 1, 2000. SFAS No. 133 establishes accauatid reporting standards for derivative instrursemtd for hedging activities, requiring
companies to recognize all derivatives as eithsetasor liabilities on their balance sheet and nméag them at fair value. The adoption of
SFAS No. 133 will not have a material impact on¢benpany's financial statement disclosu



Management's Discussion and Analysis of Operating
Results and Financial Condition

Operating Results- Comparing Three Months Ended March 31, 1999 and 198

Consolidated Review

Operating revenue for the first quarter grew $18illion, or 1.9%, over the prior year's first guarto $716.5 million. Excluding the impact
divesting the Information Technology and Communareg Group in May 1998 and management's decisiovirid down Continuing
Education Center (CEC) effective January 1, 198@mue from ongoing operations increased 6.6%.r@enue increase reflects strong
growth in Financial Services, particularly at Starti& Poor's Ratings Services, as well as from ongoperations at Educational and
Professional Publishing. Net income increased 84liBon, or 21.4%, to $24.4 million and diluted eargs per share increased to 12 cents
from 10 cents in the prior year's first quartereTinst quarter represents the company's smallestey due to the seasonal aspect of the
company's educational publishing operations.

Total expenses in 1999 increased only 1.3% to $6million in the first quarter. The primary reason this small increase was due to
effective cost controls, the sale of the Informaficechnology and Communications Group in June E¥fiBthe decision to wind down CEC.
Excluding the impact of the disposition and CEGisdrdown, total expenses increased 6.6%.

Net interest expense decreased 22.0% to $9.4 mfti@n $12.1 million in 1998. The primary reasoosthe decrease are from lower I-
term debt levels as a result of the company punega&l55 million of its 9.43% Notes in the thirdagter of 1998 and a lower effective
interest rate on outstanding debt. Although avecagemercial paper borrowings increased $44.3 milirom the prior year, the average
interest rate on the borrowings decreased from $17%898 to 5.1% in 1999.

The provision for taxes as a percent of income fleetiaxes is 39%, the same as the first quarte®981

Segment Review
Educational and Professional Publishing revenuesased marginally to $209.0 million. Excluding CE&/enue from ongoing operations

was up 7.6%. Educational Publishing Group revenaeeased due to strong results in our elementayty4thool business in math, social
studies, reading and music. Higher Education reeemxperienced some softness in sales.

Professional Book Group revenue increased dueetgribwing popularity of computer and Internet-rethsubjects as well as business,
scientific and medical titles. The titles that ailmited to its success were How to Get StartedéctEonic Day Trading and The Official
Guide to Quicken. International revenue grew mdgekte to improved results in Canada and Mexictsatfsomewhat by softness in Europe
and in the Asia-Pacific region. Due to the contirgudecline in enrollments at CEC, the company méll pursue new business but will
continue to honor existing contracts with studexst# commences with the unit's teach-out. Thehteatt of existing contracts will not have a
material effect on future operating profits. Thgreent's seasonal operating loss increased $4.ibomid $43.9 million, reflecting increased
spending in preparing for the segment's sellingppgeaind the teac-out provisions at CEC



Financial Services' revenue increased 9.6%, o9$2dlion, to $308.4 million and operating profitémbed 13.6% to $94.3 million. Standard
& Poor's Ratings Services' revenue and operatiafit fmcreased despite a 1% decrease in new issilEr ¢olume in the U.S. bond market.
The areas that contributed most to its revenue fir@ere corporate finance, structured finance,rmfition services, European ratings and
non-traditional products. Standard & Poor's Finahligiformation Services' revenue grew modestly tdustrength in the retail brokerage
market, led by S&P ComStock. Continued softnegkérsecondary municipal bond market resulted inréleenue for J.J. Kenny. The
company's index services continues to do well,nding higher licensing fees from institutional isters. S&P SPDR'S (S&P Depository
Receipts) continue to grow in popularity. Assetthia large cap SPDR trust increased to $11.9 bili® the average trading volume of these
instruments increased to 7.5 million shares irfitlsé quarter. Total assets managed in these SPDRS and in 15 fee-generating portfolios
exceeded $20 billion at the end of the first quarte

Information and Media Services' revenue declinetl S$inillion, or 6.8%, during the quarter. Excluditng impact of the sale of the
Information Technology & Communications Group lgséar, revenues increased slightly. Segment opegratiwfit declined $2.1 million, or
12.0%, for the quarter. Revenues and operatingtpraf Business Week increased, despite one less Izeing published this year versus last
year. Advertising pages increased 11.4% duringjtteeter, according to Publishers Information Bur&aanstruction Information Grot
revenue increased due to the strength of the etd@ctproducts offered, particularly at F.W. Dodgel &weet's. Startup expenditures at F.W.
Dodge for the rollout of its new product, Dodgergladecreased operating profit. Broadcasting'satipgr profit continues to improve, desg
flat revenues, due to effective cost controls. akibn Services' revenue and operating profitided due to weakness in the healthcare,
energy and aviation industries. Tower Group IntBonal had a modest gain in revenues, but expdonsepening new offices and lower
gross margins resulted in an operating loss.

Financial Condition

The company continues to maintain a strong findmaaition. Cash provided by operating activitieghe first quarter totaled $25.0 million
compared to $69.5 million provided in the prior g€eEotal debt increased $113.3 million since yeaadeeflecting seasonal spending by the
company for inventory and prepublication costsjd#imd payments and costs related to the consalitafi office space in New York City.
The company's strong presence in school and haggheration significantly impacts the seasonalititoarnings and borrowing patterns
during the year, with the company borrowing dutting first half of the year and generating casthangecond half of the year, primarily in
fourth quarter.

Commercial paper borrowings at March 31, 1999 éot&511.8 million, an increase of $139.9 millioonfr December 31, 1998. Commercial
paper borrowings have increased in part from tmepamy's early extinguishment of $155 million of3t43% Notes in the third quarter of
1998. Commercial paper is supported by a $800anillevolving credit agreement with a group of batgkminating in February 2002, and
$350 million has been classified as long term. &l@@e no amounts outstanding under this agreement.

$95 million of 9.43% Notes, due in the year 20@0nain outstanding. Under a shelf registration tigatame effective with the Securities and
Exchange Commission in 1990, the company can sswalditional $300 million of debt securities. Tiev debt could be used to replace a

portion of the commercial paper borrowings withdenterm securities when management has deterrtiia¢éhterest rates are attractive and
markets are favorabl



Accounts receivable before reserves of $964.3 aniltlecreased $198.5 million from the end of 199 arily from the impact of the
seasonality of the educational publishing businesgntories increased $15.6 million from the end @98 to $300.3 million as the company
prepares itself for school publishing adoptioneddhis year.

Net prepublication costs increased $7.5 milliomfrine end of 1998 to $365.9 million due to spendargschool publishing programs, higt
education and professional publishing titles. Pblipation cost spending in the first quarter toda$27.0 million, an increase of $0.7 million
over last year's first quarter spending. Spendirexpected to increase over the remainder of tae fairchases of property and equipment
were $51.5 million, $39.1 million higher than theop year. The majority of the increase can bahaited to the ongoing move by Standard &
Poor's to its new location at 55 Water Street assgidhe company's plan to consolidate office gpacdNew York City. However, spending
will decrease from the prior year as the consaliedf office space starts to wind down.

In January 1999, the Board of Directors declareslafor-one stock split of the company's commorcktinat was distributed to shareholders
on March 8, 1999. The Board of Directors also appdoa 10.3% increase in the regular quarterly évéton the company's common stock
from $.195 to $.215 per common share. The Boamigfctors also authorized a stock repurchase progfaup to 15 million shares of
outstanding shares. The repurchased shares wikidx for general corporate purposes, includingstheance of shares for the exercise of
employee stock options. Purchases under this progray be made from time to time on the open makdtin private transactions
dependent on market conditions. Only 5,000 shaaes been repurchased under this program as ailitigedate of this document.

Year 2000 Issue

Computer software and certain embedded systemsigkeaivo digits rather than four to identify thebgable year may be unable to interpret
appropriately the calendar year 2000, and thusdcpotentially disrupt normal business activitiebeTYear 2000 issue affects virtually all
companies and organizations, including vendorsplsens, customers and other third parties thatfate with the company.

The company uses software and data in various &spkits business, including its products, prodimielopment, product support and many
administrative functions such as billing and rece\information and merchandise from suppliersoABecember 31, 1998, the company
substantially completed an inventory of its tecliggl environment, including non-information techrptasystems, with special emphasis
placed on the company's key information proced¥asis have been developed to remediate or re@adep test systems at each operating
unit to achieve Year 2000 readiness, as appropriate

The company has hired outside vendors to assistpglrating units in implementing and/or remediattoghputer systems to be Year 2000
ready and to assist in testing. Each of the compamperating units has designated a leader redgerisi overseeing and coordinating the
day-to-day process to become Year 2000 re



As of March 31, 1999 we estimate that 96% of thmgany's applications have been remediated or regjadth the remaining 4% to be
completed in the 2nd quarter. Approximately 77%hef applications have been tested and are Yearr2@@y. The company has targeted
July 1999 as the expected date that all computtesys and technology vital to each operating umit§itability and functionality, including
non-information technology, will have been testad will be Year 2000 ready. Contingency plans hasen developed for those systems that
may not meet the July 1999 date. As of the filiagedof this document, there have been no mataribhsks in meeting the target dates and
the company does not believe that there will beagonbreak in service due to the Year 2000 issue.

The company is communicating with third partieg]uding its key vendors, redistributors and custam® determine their plans to address
the Year 2000 issue. The company is taking thewotg steps to determine if key third parties atdrassing the Year 2000 issue: (1)
identifying and documenting all third parties refhto the company's vital information systems dicad business processes; (2) sending
letters asking them to detail the steps they &iedao become Year 2000 ready; and (3) based ®netfponses, meeting with selected
vendors and establishing follow-up time scheduesvialuate progress on the issue.

Standard & Poor's (S&P) Financial Services' grdupge been responding to the Securities Industrpdason's (SIA) inquiries on the
securities industry's readiness. As a part ofititjgiry, the S&P Financial Services' groups hawavjoted SIA with the appropriate documel
including an overview of Year 2000 projects, thehteiques used to make their products Year 2000/readults of tests, methods of updating
databases and critical third party product depecidsnThese responses are being updated perigdicall

Although the company expects a positive resolutiothese issues, due to the unique and pervastueenaf the Year 2000 issue, it is diffici

at this time to ascertain the financial impacthite tompany if the company experiences unanticipatellems related to the Year 2000 issue.
The following describes the company's most readgrikiely worst case scenario, while recognizing tincertainties inherent in a global
problem that could potentially affect any busindgaterial systems failures resulting from the Y2@00 problem have the potential to
adversely affect the company's operations and iahsystems. Material failures could affect, byywved example, billing systems, collectio
payroll, ordering, processing of financial recoaasl access to facilities. The company's businegaaets could face additional operational
problems in the event of a material systems or @efallure, such as by way of example, an inabiityulfill book orders on a timely basis, a
disruption in the company's ability to provide réale financial information or a disruption in goeriodicals publishing schedule.

The company is also reviewing its business corjulans that cover current worldwide operationd enpreparing to devote appropriate
internal and external resources in the event afrdareseen or unanticipated Year 2000 readinese &ssing on or after January 1, 2000,
including those related to third party dependenaash as power outages, telecommunications failoreendor failures. For example, as
of the planning process for the December 31, 1988kend, the company is making arrangements td:sstafisis Center at the company's
Hightstown, NJ facilities with senior executivetgtion key facilities, security and information b@ology personnel at locations worldwide;
and to have a major component of our informati@hm®logy personnel at their work stations over the¢kend and continuing as long
thereafter as require



The cost to assess, remediate and test systemailihadt be replaced will approximate $19 millibetween 1998 and 2000; approximately
$12.2 million has been spent through March 31, 1898emediate these systems. Certain systemsuthaiot Year 2000 ready are being
replaced as part of ongoing system developmenegisj

Euro Conversion

On January 1, 1999, certain member nations of thhefean Economic and Monetary Union ("EMU") adomezbmmon currency, the Euro.
For a three and a half-year transition period, cash transactions may be denominated in eitheftine or in the old national currencies.
After July 1, 2002, the Euro will be the sole letgider for EMU countries. The adoption of the Ewilb affect a multitude of financial
systems and business applications as the commeticese nations will be transacted in the Euro thedexisting national currency. For the
year ended December 31, 1998, and for the peridddeMarch 31, 1999, approximately 5 percent ofcthrapany's revenues were deri
from EMU countries.

The company continues to address Euro relatedsssugits impact on information systems, curren@hange rate risk, taxation, contracts,
competition and pricing. Action plans currentlyfgimplemented are expected to be in compliande alittaws and regulations; however,
there can be no certainty that external factorbneil have an adverse effect on the Company's tipesa Any costs associated with the
adoption of the Euro will be expensed as incuriredithe company does not expect these costs to teziahdo its results of operations,
financial condition or liquidity.

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

This section, as well as other portions of thisutonent, includes certain forward-looking statemessut the company's business, new
products, sales, expenses, cash flows, and opgaaith capital requirements. Such forward-lookimgeshents include, but are not limited to:
the strength of profit levels at Standard & PoB&ding's Services; the level of capital expendguoash flow, debt levels and prepublication
cost spending; the Educational and Professiondighiilg Group's level of success in state adopfitmslevel of success of new product
development and resolution of Year 2000 and Eurversion issues.

Actual results may differ materially from thoseany forward-looking statements because any sutbnséats involve risks and uncertainties
and are subject to change based on various impdetetors, including but not limited to: worldwiggonomic and political conditions, the
health of capital and equity markets, currency fameign exchange volatility, continued state anthldunding for educational matters, the
successful marketing of new products, the effectomfpetitive products and pricin



Part Il
Other Information

Item 1. Legal Proceedings County of Orange v. McGna-Hill Companies, Inc.

In previous filings, Registrant reported that a @taimt was filed on June 11, 1996 in the United&t@ankruptcy Court, Central District of
California, in an action captioned County of Orang&lcGraw-Hill Companies, Inc., d/b/a Standard 8oPs (Case No. SA 94-222-72-JR;
Adversary No. SA 96-01624R). The Complaint alleged that Standard & Poagadhed its contracts with Orange County, was peid@ally
negligent and aided and abetted the County's officebreaching their fiduciary duty by, inter aléssigning unduly high ratings to debt
instruments issued by the County and by failingdwise the County's Board of Supervisors of tlegdl acts being committed by the Cour
officers. The action was transferred to the Unkatkes District Court for the Central District odilornia (Case No. SA CV 96-765-GLT)
upon the filing in December 1996 of the BankrupBuurt's ruling on Registrant's motion to dismiss @omplaint. In that ruling, the
Bankruptcy Court granted Registrant's motion tonis the County's aiding and abetting claim, buliek®it as to the breach of contract and
professional negligence claims. Registrant appeaisdiecision to the District Court which, in Mart997, dismissed the County's
professional negligence claim, with leave to aménd\pril 1997, the County filed an Amended Comptdor breach of contract and
"professional malpractice" and added a claim farifiee damages. The Registrant filed a motion trdss the "professional malpractice"
claim, which motion was denied by the District QdarJune 1997. In February 1998, Registrant magain to dismiss the County's
"professional malpractice" claim, which motion wenied by the District Court in March 1998. In Sapber 1998, Registrant filed two
motions for partial summary judgment, one to preelthe County from claiming damages with respe&témdard & Poor's 1993 ratings of
County debt ("1993 Motion") and one to preclude @orinty from claiming damages on behalf of the aided Pool Participants ("Pool
Participants' Motion"). In October 1998, the Cadehied Registrant's 1993 Motion and granted in @dtdenied in part Registrant's Pool
Participants' Motion, holding that the County contit assert claims on behalf of the Pool Partidiparith respect to Standard & Poor's rating
of Pool Participants' debt but could assert claam&ehalf of Pool Participants with respect to 8#ad & Poor's rating of County debt. In
December 1998, Registrant filed a motion for sunymzadlgment on the grounds the County's contract'arafessional malpractice" claims
are barred by applicable California law and thdipsircontracts. In December 1998, the County fledotion seeking reconsideration of p
rulings dismissing claims against Registrant fdirad and abetting the County's officers in breagtsuch officers' fiduciary duty and seeking
leave to file an amended complaint. In Februaryd1®9e Court granted in part Registrant's motiarsfonmary judgment based on applice
California law and the parties' contracts, disnmmigsny claim by the County that Standard & Poadwiged financial advice to the County
separate from the ratings; otherwise, the CourtedieRegistrant's motion, holding there is a tridb#ie of fact concerning whether Standard
& Poor's breached its duty as a rating agency. ancll 1999, the Court, holding that the First Ameadtrapplies to the County's contract and
tort claims, granted in part Registrant's motionsiommary judgment and dismissed the County's aonénd tort claims with respect to
Standard & Poor's 1993 ratings. The Court foundetigea triable issue of fact with respect to Staddk Poor's 1994 ratings. In April 1999,
the Court certified the March 1999 order for aritdcutory appeal to tr




United States Court of Appeals for the Ninth Citchixtensive discovery has been conducted. Thiedai, previously scheduled to
commence on March 2, 1999, was adjourned by thet@ending a decision by the California SupremerCiouthe City of Atascadero v.
Merrill Lynch litigation concerning the issue ofd&g and abetting a breach of fiduciary duty. InyM#99, the Court granted the County's
request to amend the Complaint to include a claimafding and abetting a breach of fiduciary dirtiyresponse to Registrant's interrogatol
the County has claimed (inconsistently with damag&isns made by the County in other litigation doeunts) compensatory damages of
approximately $2.1 billion, subject to certain effs. The Court's dismissal of the County's claionsStandard & Poor's 1993 ratings should
significantly reduce the County's damages clainm& County has also claimed unspecified punitiveatpga. Registrant continues to believe
that the allegations of the complaint and the dasadgaims lack merit and is vigorously contestimg action.

Item 6. Exhibits and Reports on Form 8-K

(@) Exhibits
(3) By-laws (as amended to date)
(12) Computation of ratio of earnings to fixed
(27) Financial data schedule
(b) Reports on Form 8-K

No reports were filed during the period co
by this report
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Signatures

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

The McGraw-Hill Companies, Inc.

Date: By
R obert J. Bahash
Execu tive Vice President
and Ch ief Financial Officer
Date: By
Ken neth M. Vittor
Execut ive Vice President

and General Counsel



Exhibit (3)
THE McGRAW -HILL COMPANIES, INC.

BY-LAWS

(As amended April 28, 1999)
ARTICLE |
STOCKHOLDERS

1. A meeting of the stockholders shall be held aiflpuwheresoever designated by the Board of Dimsobn the last Wednesday in April of
each year or on such other date as a resolutitreddoard of Directors may designate, for the psepaf electing directors, hearing the ref.
of officers and directors, and for the transactibsuch other business required or authorized tindresacted by the stockholders. Any
previously scheduled annual or special meetindasfkholders may be postponed by resolution of thar8 of Directors, upon public notice
given prior to the date scheduled for such meeting.

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

3. Special meetings of stockholders for whatsopuepose shall be held at the principal office @& @ompany or at such other place as may
be designated by a resolution of the Board of Dinecand may only be called pursuant to a resalujproved by a majority of the Board of
Directors.

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

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

6. If at any meeting a quorum shall fail to attémgerson or by proxy, a majority in interest aicitholders entitled to vote present or
represented by proxy at such meeting may adjowmibeting from time to time without further notioetil a quorum shall attend and
thereupon any business may be transacted whicht tmégfe been transacted at the meeting as originallgd had the same been then held.
The Chairman of a meeting of stockholders may adjsuch meeting from time to time, whether or hetr¢ is a quorum of stockholders at
such meeting.

7. The Chairman of the Board, and in his absene@thsident, and in his absence a Chairman apgddigtéhe Board of Directors, shall call
meetings of the stockholders to order and shalha&@hairman therec



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

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

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

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

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

ARTICLE | -A
Nomination of Directors and Presentation
of Business at Stockholder Meetings

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

2. For nominations or other business to be progEdyght before an annual meeting by a stockhgldesuant to clause (iii) of Section 1 of
this Article I-A, the stockholder must have given timely noticer#of in writing to the Secretary of the Company.be timely, a stockholde
notice shall be delivered to the Secretary at tirejpal executive offices of the Company not ldsmn 90 days nor more than 120 days prior
to the first anniversary of the preceding yearisuah meeting; provided, however, that in the evkat the date of the annual meeting is
advanced by more than 30 days or delayed by mare@f days from such anniversary date, notice &wtibckholder to be timely must be so
delivered not earlier than the 120th day priordohsannual meeting and not later than the clofrisihess on the later of the 90th day pric
such annual meeting or the 10th day following thg dn which public announcement of the date of snehting is first made. In no event
shall the public announcement of an adjournmeincdnnual meeting commence a new time period &giving of a stockholder's notice as
provided above. Such stockholder's notice shalicg#t (i) as to each person whom the stockholdeppses to nominate for election or
reelection as a director all information relatingstich person that is required to be disclosedlinitations of proxies for election of directo
or is otherwise required, in each case pursuaRefgulation



14A under the Securities Exchange Act of 1934 nasraled (the "Exchange Act”) (including such perseamitten consent to being named in
the proxy statement as a nominee and to serviagdagctor if elected); (ii) as to any other busim¢hat the stockholder proposes to bring
before the meeting, a brief description of the bess desired to be brought before the meetingetimons for conducting such business at the
meeting and any material interest in such busioésach stockholder and the beneficial owner, if,am whose behalf the proposal is made;
(iii) as to the stockholder giving the notice ahd beneficial owner, if any, on whose behalf theiimation or proposal is made (a) the name
and address of such stockholder, as they appeieddompany's books, and of such beneficial owndr(h) the class and number of shares
of the Company which are owned beneficially andeabrd by such stockholder and such beneficial owne

Notwithstanding anything in the second sentendgisfSection 2 to the contrary, in the event thatriumber of directors to be elected to
Board of Directors of the Company is increasedthede is no public announcement naming all of tiinees for director or specifying the
size of the increased Board of Directors made byGbmpany at least 100 days prior to the first\eansary of the preceding year's annual
meeting, a stockholder's notice shall also be demnsd timely, but only with respect to nomineesaioy new positions created by such
increase, if it shall be delivered to the Secretdrthe principal executive offices of the Companoy later than the close of business on the
10th day following the day on which such public anncement is first made by the Company.

3. Only such business shall be conducted at aalpmeieting of stockholders as shall have been Itduefore the meeting pursuant to the
Company's notice of meeting. Nominations of perdonglection to the Board of Directors may be matia special meeting of stockholders
at which directors are to be elected pursuanteadtbmpany's notice of meeting (A) by or at thedaion of the Board of Directors or (B)
provided that the Board of Directors has determimed directors shall be elected at such speciatimgs by any stockholder of the Company
who is a stockholder of record at the time of givof notice provided for in this Article I-A, whdnall be entitled to vote at the meeting and
who complies with the notice procedures set fantthis Article I-A. In the event the Company callspecial meeting of stockholders for the
purpose of electing one or more directors to tharBpany such stockholder may nominate a perspermsons (as the case may be), for
election to such position(s) as specified in thenBany's notice of meeting, if the stockholder'sagotequired by Section 2 of this Article I-A
shall be delivered to the Secretary at the prin@gacutive offices of the Company not earlier tiia® 120th day prior to such special mee
and not later than the close of business on tlee ¢dtthe 90th day prior to such special meetinther10th day following the day on which
public announcement is first made of the date efsjpecial meeting and of the nominees proposetiebBoard of Directors to be elected at
such meeting. In no event shall the public annores# of an adjournment of an annual meeting commantew time period for the giving
of a stockholder's notice as provided above.

4. Only such persons who are nominated in accoeda#ith the procedures set forth in this Article lshall be eligible to serve as directors
and only such business shall be conducted at amgeststockholders as shall have been broughtrbdfee meeting in accordance with the
procedures set forth in this Articl-A. The Chairman of the meeting of stockholderslidteale the power and duty to determine whett



nomination or any business proposed to be brougfiord the meeting was made in accordance withrheegures set forth in this Article I-A
and, if any proposed nomination or business ismobmpliance with this Article I-A, to declare theuch defective nominations or proposal
shall be disregarded.

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

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

ARTICLE I
Board of Directors

1. The business and affairs of the corporationl fleainanaged under the direction of the Board oé&ors. Unless and until changed as
provided in this Section 1 of this Article Il, tmember of directors constituting the Board of Dioes shall be twelve (12). The Board of
Directors shall have power from time to time andraf time, by vote of a majority of the total numbédirectors which the corporation
would have if there were no vacancies on the Baarohcrease or reduce the number of directorstitating the Board of Directors to such
number (subject to any limits contained in theifieate of incorporation) as the Board of Directstwll determine, but in no event to less
twelve (12) or more than twenty-five (25). Subjecthe express terms and conditions of the ceatifiof incorporation and these By-Laws,
the directors shall have the usual and customamnemand duties of directors of a corporation; alsp and all powers given and permittec
law; and also power to exercise any and all powétke corporation, and to do any and all acts exittany prior action taken or consent gi
by the stockholders, unless required by law, orcééficate of incorporation, or by these By-Lawse directors may exercise all powers, and
do all acts and things which are not, by statuteyathe certificate of incorporation or these Byalsa expressly directed or required to be
exercised or done by the stockholders.

2. Without prejudice to the general powers confiby the last preceding section, and the other ppa@nferred by the certificate of
incorporation and by these By-Laws, it is herebgregsly declared that the Board of Directors diee the following powers, that is to say:

FIRST:

From time to time to make and change rules andaéguos, not inconsistent with these By-Laws, foe thanagement of the Company's
business and affair



SECOND:

To purchase or otherwise acquire for the Compagypaoperty, rights or privileges which the Compasauthorized to acquire, at such price
and on such terms and conditions, and for suchidersion, as they shall, from time to time, se¢e fi

THIRD:

At their discretion to pay for any property or riglacquired by the Company, either wholly or paitlynoney or in stocks, bonds, debentures
or other securities of the Company.

FOURTH:

To appoint and at their discretion remove or sudrch subordinate officers, agents or servantmamgently or temporarily, as they may,
from time to time, think fit, and to determine thduties, and fix, and, from time to time, chanligeitt salaries or emoluments, and to require
security in such instance and in such amountsegstttink fit.

FIFTH:

To confer by resolution upon any elected or apaintfficer of the Company the power to choose, remay suspend subordinate officers,
agents or servants.

SIXTH:

To appoint any person or persons to accept andihafdst for the Company any property belonginghi Company, or in which it is
interested, or for any other purpose, and to exeant do all such duties and things as may besigjin relation to any such trust.

SEVENTH:

To determine who shall be authorized on the Compaighalf, to sign bills, notes, receipts, accegganendorsements, checks, releases,
contracts and documents.

EIGHTH:

From time to time to provide for the managemerthefaffairs of the Company, at home or abroaduahsnanner as they see fit, and in
particular, from time to time, to delegate anyted powers of the Board of Directors in the courfsta@ current business of the Company, to
any special or standing committee or to any offmeagent, and to appoint any persons to be thetagé the Company, with such powers
(including the power to sub-delegate), and upoin $exams, as may be thought fit.

NINTH:

To appoint an Executive Committee of three or nibrectors and such other persons as may be addegtdhy specific resolution of the
Board, who may meet at stated times, or on noti@l toy any of their own number; who shall genlgrperform such duties and exercise
such powers as may be directed or delegated bgdhed of Directors from time to time. The Board nufegate to such Committee authc
to exercise the powers of the Board while the Baarbt in session, except as otherwise providelhwy The Executive Committee shall
keep regular minutes of its proceedings and repersame to the Board when requir



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

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

5. A regular meeting of the Board of Directors tbalheld each year, either immediately followimgoarnment of the Annual Meeting of
Stockholders or at such other time as may be fixethe Chairman of the Board or the President bua date no later than 60 days following
the adjournment of the Annual Meeting of Stockhoddéor the purpose of electing officers, a Chamméathe Board, members of the
Executive Committee, members of the other comnsttéehe Board, and to organize the Board for tiguang year. Regular meetings of the
Board of Directors shall also be held monthly athstime and place as may be fixed by the ChairnidheoBoard, or the President. Notice
shall be given to each director of the date of eaglilar meeting by the Secretary in the same maasprovided in Article Il, Section 7, of
these By-Laws for notice of special meetings oécliors.

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

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

8. The Chairman of the Board when present shadligheeat all meetings of the Board of Directors ahdll meetings of the stockholders. He
shall perform all duties incident to the officetbé Chairman of the Board.

9. A majority of the entire Board of Directors dr@institute a quorum for the transaction of bussexcept where otherwise provided by
statute or by the certificate of incorporation grthese By-Laws, and a majority of those presetti@time and place of any regular or special
meeting may adjourn the same from time to time eutmotice.

10. Any one or more members of the Board may ppéie in a meeting of the Board by means of a aenfee telephone or similar
communications equipment allowing all persons piguditing in the meeting to hear each other at éimeestime. Participation by such means
shall constitute presence in person at a mee



ARTICLE Il
Committees

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

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

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

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

ARTICLE IV
Officers

1. The elective officers of the Corporation othert directors shall be a President and Chief Ekex@ifficer, one or more Vice-Presidents, a
Secretary and a Treasurer. Any two of the aforesfiices may be filled by the same person, exdepioffices of President and Secretary. For
purposes of these By-Laws the office of Vice-Prestdilso may include one or more Executive Vicesiglents and one or more Senior Vice-
Presidents. The term of office of each of saidceifs shall continue until the next annual electibdirectors and the selection of his succe

by the Board of Directors. Any officer may, at aimpe, with or without cause, be suspended or remdr@n office by the affirmative vote of
a majority of the entire Board at a meeting therg&bk President and Chief Executive Officer shalchosen from among the directors.

2. The President and Chief Executive Officer of @waporation shall be responsible for the genardlaxctive supervision and direction of the
business, policies and activities of the Corporatgubject to the control of the Board of Directdi#ge may execute on behalf of the
Corporation all authorized deeds, bonds, mortgagesracts, documents and papers and may affiethéne corporate seal when required.
He shall have power to sign debentures and cetifcof stock of the Corporation. He shall alsoehswch duties as the Board may from time
to time determine or as may be prescribed by tBgskeaws. He shall be responsible for seeing thatdtders and resolutions of the Board are
carried into effect



3. If the office of the Chairman of the Board shmdlvacant, or if the person holding that officalshe absent, the President shall preside at
meetings of stockholders and of the Board of Daesct

4. In the absence or inability to act of both tHeil®man and the President, the Board may desigmatelirector or senior corporate officer to
perform the duties of temporary Chairman whichIsihalude presiding at meetings of stockholders ahtthe Board of Directors.

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

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

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

8. The Board of Directors shall have power to appone or more Assistant Treasurers, Assistantesates, Controller or Assistant
Controllers who shall have such powers and perfaroh duties as may be designated by the Board.

9. The amount of salaries, wages, or other compiens® be paid to the officers, employees and tgefithe Company shall be determined
from time to time by the Board or by an Executiviic@r or Committee to whom this work shall be dgléed. No officer shall be
incapacitated to receive a regular salary or fis@thpensation by reason of being a director of thgQration.



ARTICLE IV -A

1. Bank Accounts, Deposits, Checks, Drafts and @ridsued in the Company's Name. Any two of thimfahg officers: the President, any
Vice-President, and the Treasurer, Secretary or Coetnoifly from time to time (1) open and keep in tama and on behalf of the Compa
with such banks, trust companies or other depasg@s they may designate, general and specialdmudunts for the funds of the Company,
and (2) terminate any such bank accounts. Any aatibn by two of the officers as specified abovalldhe made by an instrument in writing
signed by such two officers and filed with the ®¢ary. A copy of such instrument, certified by Secretary or an Assistant Secretary, shall
be evidence to all concerned that the designatiotesrminations therein contained are duly autleatian behalf of the Company at the tim
the certification.

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

All checks, drafts, or orders for the payment ofneyy, drawn in the name of the Company, may be ditwyethe President, any Vice-
President, the Secretary, the Treasurer or anystasgiTreasurer, or by any other officer or any leyg®e of the Company who shall from ti
to time be designated to sign checks, drafts, @ersron all accounts or on any specific accouth®@Company by an "instrument of
designation" signed by any two of the followingioéfs: the President, any Vi¢aesident, and the Treasurer, and filed with thereSary. Th
Secretary or any Assistant Secretary shall makéiedrcopies of such instruments of designatiod anch certified copies shall be evidence
to all concerned of the authority of the persorsigteated therein at the time of the certificati@n.instrument of designation may provide for
(1) the facsimile signature of any person autharizesign by such instrument or by this Section(2the revocation of authority of any
person (other than an officer named in this Segtiosign checks, drafts or orders drawn in theeafithe Company.

ARTICLE IV -B
Indemnification

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

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

ARTICLE V
Capital Stock

1. The instruments of debentures, certificate afes of the preferred, preference and common ¢apitek of the Company shall be in such
form as shall be approved by the Board of Directbhe certificates shall be signed by the Chairwfathe Board or the President and also by
the Secretary or the Treasurer. The seal of thpdZation shall be affixed to all certificates. T¢ignatures of the officers upon a certificate
may be facsimiles if the certificate is countersidiby a transfer agent or registered by a registraar than the Corporation itself or its
employee. Notwithstanding the foregoing provisiomgarding share certificates or any other provisiofthis Article V, officers of the
Corporation may provide that some or all of anplbclasses or series of the Corporation's capitalk may be uncertificated shares.

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

3. The Company or its duly authorized stock tranafent shall keep a book to be known as the diook, containing the names,
alphabetically arranged, of all persons who arekstolders of the Corporation, showing their plasesesidence, the number of shares of
preferred, preference and common stock held by essgrectively, and the time when each became tineothiereof, also entries showing
from and to whom such shares shall be transfeamdi the number and denomination of all revenuestamed to evidence the payment of
the stock transfer tax as required by the law$efState of New York, which books shall be opetydduring usual business hours, for
inspection by any person who shall have been &istdder of record in such Corporation for a le@stnsonths immediately preceding his
demand; or by any person holding or thereunto itirvgrauthorized by the holders of at least five pentum of any class of its outstanding
shares, upon at least five days written demandderso entitled to inspect stock books may makacts therefrom.

4. Shares shall be transferred only on the bookiseo€orporation by the holder thereof in persobyohis attorney upon the surrender and
cancellation of certificates for a like number bages, and upon tender of stock transfer stamfgigeeagquivalent in money sufficient to sati



all legal requirements.

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



6. Certificates for shares of stock or for debeggun the Corporation may be issued in lieu ofifiestes alleged to have been lost, stolen,
destroyed, mutilated, or abandoned, upon the reoéifi) such evidence of loss, theft, destructbomutilation and a bond of indemnity in
such amount, upon such terms and with such sufetyy, as the Board of Directors may require integpecific case, or (2) a request by an
appropriate governmental agency or representativihé reissuance of a stock certificate claimedet@bandoned or escheated in accordance
with the abandoned property or similar law of ttees or (3) in accordance with general resolutions

ARTICLE VI
Seal

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

ARTICLE VI
Fiscal Year

1. The fiscal year of the Corporation shall begji@ first business day in January.

ARTICLE VIl
Notice and Waiver of Notice

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

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

ARTICLE IX
Amendments

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



Exhibit (12)

The McGraw-Hill Companies, Inc.
Computation of Ratio of Earnings to Fixed Charges
Periods Ended March 31, 1 999
Thr ee Twelve
Mon ths Months
( In thousands)

Earnings
Earnings from continuing operations
Before income tax expense and

extraordinary item (Note) $40 ,078  $551,029
Fixed charges 19 ,483 79,721
Total Earnings $59 ,561  $ 630,750
Fixed Charges (Note)
Interest expense $9 441 $ 48,185
Portion of rental payments deemed to be
interest 10 ,042 31,536
Total Fixed Charges $19, 483 $ 79,721
Ratio of Earnings to Fixed Charges 3.1x 7.9x
(Note) For purposes of computing the ratio of earnings to fixed charges,
"earnings from continuing operations be fore income taxes" excludes
undistributed equity in income of less than 50%-owned companies. "Fixed
charges" consist of (1) interest on debt , and (2) the portion of the
company's rental expense deemed representat ive of the interest factor in

rental expense.

Earnings from continuing operations befor e income taxes for the twelve
month period ended March 31, 1999 includes a $26.7 million gain on the
sale of a building at 65 Broadway and a $ 16.0 million charge for the
write-down of assets at the Continuing Ed ucation Center, recorded in

1998.



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 3 MOS
FISCAL YEAR END DEC 31 199
PERIOD END MAR 31 199¢
CASH 36,04:
SECURITIES 0
RECEIVABLES 964,26:
ALLOWANCES 190,59
INVENTORY 300,31¢
CURRENT ASSET¢ 1,317,42!
PP&E 962,47:
DEPRECIATION 568,10:
TOTAL ASSETS 3,700,96
CURRENT LIABILITIES 1,215,36!
BONDS 0
PREFERRED MANDATORY 14
PREFERREL 0
COMMON 205,83t
OTHER SE 0
TOTAL LIABILITY AND EQUITY 3,700,96
SALES 716,47:
TOTAL REVENUES 716,47:
CGS 671,53
TOTAL COSTS 671,53
OTHER EXPENSE¢ 0
LOSS PROVISION 10,03
INTEREST EXPENSE 9,441
INCOME PRETAX 40,07¢
INCOME TAX 15,63(
INCOME CONTINUING 24,44¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 24,44¢
EPS PRIMARY 0.121
EPS DILUTED 0.122
End of Filing
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