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Item 2.02. Results of Operations and Finandi€ondition.*

On February 23, 2006, Morningstar, Inc. issuedesprelease announcing its financial results ifdlrth quarter ended December
31, 2005. A copy of the press release is attabkeeto as Exhibit 99.1.

Iltem 9.01. Financial Statements and Exhibits.
(d) Exhibits:

Exhibit No. Description

99.1* Press Release dated February 23, 2

*  The information furnished under Item 2.02 of thigr@nt Report on Form B; including Exhibit 99.1, is being furnished artth$ not be
deemed to be “filed” for the purposes of SectioroLthe Securities Exchange Act of 1934, as amef((thed'Exchange Act”), or
incorporated by reference in any filing under tieeBities Act of 1933, as amended, or the Exch#@meexcept as shall be expressly set
forth by specific reference in such a filing.
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behalf by the undersigned hereunto duly authorized.
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Date: February 23, 2006 By: /s/ Martha Dustin Boudc
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*  The information furnished under Item 2.02 of thigr@nt Report on Form B; including Exhibit 99.1, is being furnished artth$ not be
deemed to be “filed” for the purposes of SectioroLthe Securities Exchange Act of 1934, as amef((thed'Exchange Act”), or
incorporated by reference in any filing under tieeBities Act of 1933, as amended, or the Exch#@meexcept as shall be expressly set
forth by specific reference in such a filing.




Exhibit 99.1

MCORNNGSTR

225 West Wacker Driv Telephone: +1 312 6-6000
Chicago Facsimile: + 312 6¢-6009
lllinois 60606

Contact:

Media: Margaret Kirch Cohen, 312-696-6383, maggaohen@morningstar.com
Investors: Please submit questions to investors@imgstar.com or by fax to 312-696-6009.

FOR IMMEDIATE RELEASE
Morningstar, Inc. Reports Fourth Quarter, Full-Year 2005 Financial Results
Company reports fourth quarter revenue of $60. Tioniland net income of $10.1 million, or 22 cengs diluted share

CHICAGO, Feb. 23, 2006— Morningstar, Inc. (NASDAQ: MORN), a leading pider of independent investment research, today
announced its fourth quarter and full-year 200%tiicial results. The company reported consolidaedrue of $60.7 million in the fourth
quarter of 2005, a 25% increase from revenue ofBd8llion in the fourth quarter of 2004. Net incerim the fourth quarter of 2005 was
$10.1 million, or 22 cents per diluted share, coragavith a net loss of $1.1 million, or 3 cents giuted share, in the fourth quarter of 2004.
For the year ended Dec. 31, 2005, revenue increz@¥#acto $227.1 million, compared with $179.7 mitlitor the year ended Dec. 31, 2004.
Net income was $31.1 million, or 70 cents per @dushare, in 2005, compared with $8.8 million, bic2nts per diluted share, in 20

Joe Mansueto, chairman and chief executive offi€éiorningstar, said,Each of our three business segments achieved stewague growl
during the fourth quarter and the year. Morning8tAdvisor Workstatior®™™ was the largest driver of revenue growth at théviddal
product level, experiencing a 50% increase in rageand a 40% increase in the number of licensesdsming the year. We entered into
several new agreements for the product during 2808 existing client renewals were also strong. fidad two biggest drivers of revenue
growth for the year were our equity research relédethe Global Analyst Research Settlement andrnw&istment consulting services for
funds of funds.”
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“We've also continued to make progress with oumglostrategies, including building a leadershipifias in each of our market segments,
expanding the range of products and services veg tiffinvestors, and expanding internationally,’akdeled.

Mansueto outlined some of the company’s key accistmplents and disappointments in 2005:

Key Accomplishments:

We successfully completed our auction-based inptiddlic offering in May 2005.

We announced an agreement to acquire Ibbotson fasssca Chicago-based firm that specializes intadbcation research and
services. We believe Ibbotson complements our dreivategies in several key areas, including imzest consulting, managed
retirement accounts, and institutional and advésdtware. It also complements our internationalghostrategy. Ibbotson had $37.2
million in revenue for its fiscal year ended Jufle 3005. We expect to complete the acquisitionroabout March 1, 2006.

We retained all five contracts for independent gaugsearch associated with the Global Analyst Re$eSettlement for the second
year of the five-year period covered under thdesatint, and we entered into an agreement withth Bixestment bank to provide
equity research. We now provide analyst coveragaare than 1,700 stocks.

We launched the next generation of Morningstar @¥¥ , expanding the range of data universes to all®fitiriions to conduct
research across global markets and adding theafudle of Morningstar’s available data on stocksigegfunds, and 529 college
savings plans.

We expanded our variable annuity data and strengtheur investment database with the January 26@&sition of Variable
Annuity Research and Data Service (VARDS).

We began to build our investment consulting busiresgside the United States and entered into atrdonsulting agreements in
France, Italy, and China.

We continued to invest in our development centéhima and now employ approximately 130 programraatsdata analysts the

Disappointments:

Even though we think online investment advice &irement plan participants is a valuable servtds,less popular than we — and
the industry — expected. As a result, revenuetferonline advice service we offer through the Mogstar® Retirement Managet
platform has declined slightly. The most excitiragtof this business is our managed retirementwatcgervice, which is growing,
but from a small base. We expect our acquisitiotbbbtson Associates to provide greater opportesitn this market.

All of our international operations experiencedwtto, but at a slower rate than we expected. Tceeame our international growth
rate, we're focusing more development and salesuress on global products, including Morningstareldi, Advisor Workstation,
and Investment Consulting, and adding more seearénalysts overseas to further build our brand.

While we announced earlier this month that the 8&es and Exchange Commission has decided natooeed against Morningst
in its investigation related to incorrect totaluet data for the Rock Canyon Top Flight Fund, itigegions into our Morningstar

Associates subsidiary by the New York Attorney Gate office, the Securities and Exchange Commissémd the Department of
Labor have not been resolved.
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Martha Dustin Boudos, chief financial officer forovhingstar, added, “We finished the year with mitian $200 million in revenue — a
milestone that’s significant because it allowsassiap the benefits of scale in most of our openati As revenue has increased over the past
several years, our operating margin has shown aotiet growth. We also generated healthy free flashof $41.0 million during 2005.”

Key Business Drivers

RevenueAll three business segments experienced revenwetlyio the fourth quarter, with the Institution@gment reporting the largest
increase year over year. Revenue in the Individegiment was $16.8 million in the fourth quarte@d5, a 21% increase from $13.9 million
in the fourth quarter of 2004. Revenue in the Advisegment was $18.8 million, a 21% increase &6 million in the same period in
2004. Revenue in the Institutional segment wasebgsllion, a 27% increase from $20.9 million in teairth quarter of 2004.

Revenue from international operations was $7.8anilin the fourth quarter of 2005, an 11% increfass $7.0 million in the same period a
year ago. Foreign currency translations had athegienpact of $0.2 million on international revenhe January 2005 acquisition
VARDS contributed revenue of $0.6 million in theufth quarter of 2005. Excluding the impact of fgrecurrency translations and the
VARDS acquisition, consolidated revenue increaggmr@&imately 24% in the fourth quarter of 2005 camgal with the prior-year quarter.

For the full year, Morningstar’s top five produetsre Licensed DatgM, Advisor Workstation, Principi& , Morningstar.con?® , and
Investment Consulting. Combined, these productsenugdapproximately 60% of the company’s revenue ra2005. In 2004,
Morningstar’s top five products were Principia, ésed Data, Morningstar.com, Advisor Workstatiord lnvestment Consulting.

Revenue Compositioorningstar defines walk-in revenue as revenugpeets to recognize during the year from subsamstiand license
agreements in place as of Jan. 1 of each yearstadjfor cancellations, currency translations, @theér routine adjustments during the year.
Morningstar estimates that it had walk-in revenfi$188.8 million as of Jan. 1, 2006. In compariddiorningstar’s walk-in revenue as of
Jan. 1, 2005, was $124.9 million. 2005 walk-in raxebenefited from newly generated equity resesehnue associated with the Global
Analyst Research Settlement.
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Operating Expens®perating expense was $46.6 million in the fourhrter of 2005, compared with $47.6 million in fbarth quarter of
2004. The decrease in operating expense was dvivaarily by a $6.0 million decline in stock-bassaimpensation expense. This decrease
was largely offset by $3.5 million of additionalmapensation-related expense including salaries, $embenefits, and sales commissions and
$1.1 million of costs related to increasing the pamy’s Australian litigation reserve as well asestlegal fees. The company had
approximately 1,130 employees worldwide as of [34¢.2005, compared with approximately 1,000 asex.[31, 2004. The higher

headcount mainly reflects additional technicalfdtaf Morningstar’s development center in China aggity analysts in its U.S. operations as
well as increased staffing in its corporate departisito meet the requirements of being a publicpzom.

Operating IncomeOperating income in the fourth quarter of 2005 ®&4.1 million, compared with $1.1 million in thensa period a year
ago. Operating income increased in all three bgsisegments, with the Institutional segment repgittie highest growth. Excluding stock-
based compensation expense, operating income fouli quarter of 2005 increased 79% to $16.2iomjlcompared with $9.0 million in tl
fourth quarter of 2004. Operating income beforelstoased compensation expense is a measure thattéalculated in accordance with U.S.
generally accepted accounting principles (GAAP}egonciliation to operating income is includedhe accompanying financial tables.

Operating MarginThe company’s operating margin was 23.2% in thetfoguarter of 2005, compared with 2.2% in the floguarter of

2004. Excluding stock-based compensation expehea,dmpany’s operating margin was 26.6% in thetfoguarter of 2005, compared with
18.5% in the fourth quarter of 2004, reflecting impact of revenue growth that exceeded the gramvtiperating expense. Operating margin
before stock-based compensation expense is a ngxPGreasure that is reconciled to operating margihé accompanying financial tables.

Free Cash FlowMorningstar generated free cash flow of $14.7 oillin the fourth quarter of 2005, reflecting castvled by operating
activities of $18.5 million and capital expenditsief $3.8 million. Free cash flow increased by $8iBion in the fourth quarter of 2005
compared with the prior-year quarter, includingdaz$million increase in cash flow provided by operg activities, which was offset by a
$1.8 million increase in capital expenditures. fharyear ended Dec. 31, 2005, Morningstar gerefede cash flow of $41.0 million,
reflecting cash provided by operating activities$$d8.4 million and capital expenditures of $7.4limil. Free cash flow for the full year
increased $15.9 million compared with the

4 of 14




prior year, reflecting a $15.6 million increasecash provided by operating activities, which wasedr by an increase in net income, as well
as a $0.3 million reduction in capital expenditures

Free cash flow is a non-GAAP measure that is rdatamhto cash provided by operating activities ia #ttcompanying financial tables.
Morningstar defines free cash flow as cash provimedperating activities less capital expenditures.

Cash and InvestmentAs of Dec. 31, 2005, Morningstar had cash, caslivatgnts, and investments of $153.2 million, conegiawith $95.5
million as of Dec. 31, 2004. During the first quarof 2006, Morningstar will make annual bonus pagita of approximately $23 million and
expects to use approximately $83 million in casibject to adjustments for working capital and oflems, for its pending acquisition of
Ibbotson Associates.

Business Segment Performance

Individual Segmen(The largest product in this segment is the compabyS.-based Web site for individual investors, Miogstar.com,
which includes both paid Premium Membership sergitg sales of advertising space. The Individuafread also includes Morningstar
Equity Research and several print and online patitas focusing on stocks, mutual funds, persanahte, and other investing topics.

* Revenue was $16.8 million in the fourth quarteR@®5, a 21% increase from $13.9 million in the fowquarter of 2004.
¢  QOperating income was $5.1 million in the fourth qaaof 2005, a 15.6% increase over $4.4 milliothia same period in 2004.
*  Operating margin was 30.3% in the fourth quarte2@d5, compared with 31.7% in the fourth quarte?@d4.

*  Subscriptions for Morningstar.com Premium Membgrsarvice increased to 147,010 as of Dec. 31, 20ff8pared with 131,035
as of Dec. 31, 2004.

Advisor SegmentThe largest products in this segment are Mornimgstlvisor Workstation, a Web-based investment plagisystem for
financial advisors, and Principia, a CD-ROM-bagsadstment research and planning software packdde s€gment also includes
Morningstar Managed Portfolic¥! , a fee-based discretionary asset management e¢hdtincludes a series of mutual fund and exaiang
traded fund portfolios offered exclusively throuigiancial advisors.

* Revenue was $18.8 million in the fourth quarteR@d5, a 21% increase from $15.6 million in the saa@od in 2004.
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¢  Operating income was $4.3 million in the fourth qaaof 2005, a 36% increase over $3.2 millionha tourth quarter of 2004.
*  Operating margin was 22.8% in the fourth quarte2@d5, compared with 20.2% in the same period D420

*  Advisor Workstation licenses in the United Stategéased to 113,461 as of Dec. 31, 2005, compaitadB®,235 as of Dec. 31,
2004. Principia subscriptions declined to 49,728fd3ec. 31, 2005, compared with 51,308 as of B&¢2004.

* Assets under management in the Morningstar ManBgetfiolios service totaled $1.4 billion as of D8&, 2005, compared with
$936.0 million as of Dec. 31, 2004.

Institutional Segmenffhe key products and services in this segment anmidgstar Direct, a Web-based institutional resleglatform
providing access to Morningstar’s global databakiEgnsed Data, a set of investment data spanrngig eore databases, available through
electronic data feeds; Investment Consulting, whiaduses on investment monitoring and asset allmeébr funds of funds, including mutu
funds and variable annuities; and Morningstar Retent Manager, a suite of advice and guidancecss¥or retirement plan participants.

* Revenue was $26.6 million in the fourth quarteR@®5, a 27% increase from $20.9 million in the fowquarter of 2004.

¢  Operating income was $7.7 million in the fourth qaaof 2005, a 159% increase from $3.0 milliotHa same period in 2004.
*  Operating margin was 29.0% in the fourth quarte2@d5, compared with 14.3% in the fourth quarte?@d4.

*  Morningstar Direct had 985 licenses as of Dec 2805, compared with 775 as of Dec. 31, 2004.

* Inthe Investment Consulting area, Morningstar Agges provided advisory services on approxima#2®.1 billion in assets as of
Dec. 31, 2005, compared with approximately $12lléohias of Dec. 31, 2004.

¢ Assets under management for managed retirementiaiscoffered through Morningstar Retirement Managere $285.0 million a
of Dec. 31, 2005, compared with $123.9 millionhie same period in 2004.

*  Exchange-traded funds that are based on the Mastarfyindexes and offered by a third party had asseadingt$824.5 million as
of Dec. 31, 2005, compared with approximately $2#iillion as of Dec. 31, 2004.
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Investor CommunicatioMorningstar encourages all interested parties ldliieg securities analysts, current shareholdergntial
shareholders, and others — to submit questionsitmg: Investors and others may send an e-maitestors@morningstar.com, contact the
company via fax at 312-696-6009, or write to Mogstar at the following address:

Morningstar, Inc.
Investor Relations

225 West Wacker Drive
Chicago, IL 60606

Morningstar will make written responses to seleéteghiries available to all investors at the sametin Form 8-Ks furnished to the
Securities and Exchange Commission on the firstafyrof every month.

Morningstar will hold its annual meeting of sharleleos at 9 a.m. on Tuesday, May 23, 2006 at ThdeZence Center at UBS Tower,
Michigan Ballroom, One North Wacker Dr."8Floor, Chicago, lllinois, 60606.

About Morningstar, Inc.

Morningstar, Inc. is a leading provider of indepentinvestment research in the United States anthjor international markets. The
company offers an extensive line of Internet, safey and print-based products and services fovihatls, financial advisors, and
institutions. Morningstar provides data on appraadiety 145,000 investment offerings, including smakutual funds, and similar
vehicles. The company has operations in 16 cowtrie

Safe Harbor Statement under the Private Securitiekitigation Reform Act of 1995

This press release contains forward-looking statesnd hese statements relate to future eventsfotuce financial performance and involve
known and unknown risks, uncertainties, and othetofrs that may cause our actual results, levedstfity, performance, or achievement:
be materially different from any future resultsyéés of activity, performance, or achievements esped or implied by these forward-looking
statements. In some cases, you can identify fahha@oking statements by the use of words such agy;ffcould,” “expect,” “intend,”

“plan,” “seek,” “anticipate,” “believe,”

estimaté;predict,” “potential,” or “continue” or the negize of these terms or other comparable
terminology. You should not place undue reliancdarward{ooking statements because they involve known arkthewn risks, uncertainti
and other factors that are, in some cases, beyandontrol and that could materially affect actiesults, levels of activity, performance, or
achievements.

Other factors that could materially affect actudults, levels of activity, performance, or achieeats can be found in Morningstar’s filings
with the SEC, including Morningstar’'s Prospectlsdion May 4, 2005. If any of these risks or uraiettes materialize, or if our underlying
assumptions prove to be incorrect, actual resudtg vary significantly from what we projected. Afoyward-looking statement you read in
this press release reflects our current views vegipect to future events and is subject to thedeotrer risks, uncertainties, and assumptions
relating to our operations, results of operatigmewth strategy, and liquidity. We assume no dailion to publicly update or revise these
forward-looking statements for any reason, whe#éses result of new information, future events, theowise.
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Non-GAAP Financial Measures

To supplement Morningstar’s consolidated finanstatements presented in accordance with GAAP, Mgetar uses the following measures
defined as non-GAAP by the Securities and Exch@wgamission: free cash flow, operating income bekiock-based compensation
expense, and operating margin before stock-basageasation expense. Morningstar presents freeftmagtsolely as supplemental
disclosure to help its investors better understaswl much cash is available after Morningstar spendsey to operate its business.
Morningstar uses free cash flow to evaluate théopmiance of its business. Free cash flow shouldeatonsidered an alternative to any
measure of performance as promulgated under GA&¢h(as cash provided by (used for) operating, imgsand financing activities), nor
should this data be considered an indicator of hgstar's overall financial performance or liquidilso, the free cash flow definition used
by Morningstar may not be comparable to similaithed measures reported by other companies. Foe information on free cash flow,
please see the reconciliation from cash providedp®rating activities to free cash flow includedhr accompanying financial tables.

Morningstar presents operating income before stimded compensation expense and operating margirelsbck-based compensation
expense solely as supplemental disclosure to telpvestors better understand the performancts dlisiness, to enhance comparison of
Morningstar’s performance from period to periodd ém allow better comparison of Morningstar's penfiance with that of its competitors.
Morningstar expects stock-based compensation eggertse a recurring cost. Morningstar uses opeayaticome before stock-based
compensation expense and operating margin befock-based compensation expense to evaluate thermerfice of its business. Operating
income before stock-based compensation expensepatdting margin before stock-based compensatiparese should not be considered
alternatives to any measure of performance as ggated under GAAP (such as operating income oraipgy margin), nor should this data
be considered an indicator of Morningstar’s ovefiatincial performance or liquidity. Also, the calations of operating income before stock-
based compensation expense and operating margiretstbck-based compensation expense used by Mgtammay not be comparable to
similarly titled measures reported by other comeaniFor more information on operating income besboek-based compensation expense
and operating margin before stock-based compemsetipense, please see the reconciliations fromatipgrincome to operating income
before stock-based compensation expense and frematiqg margin to operating margin before stockedasompensation expense included
in the accompanying financial tables.

#HH#
©2006 Morningstar, Inc. All rights reserved.
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Morningstar, Inc. and Subsidiaries

Unaudited Condensed Consolidated Statements of Ogsions

Three months ended December 31

Year ended December 31

(in thousands, except per share amounts) 200t 200/ % change 200t 2004 % change
Revenue $ 60,74C $ 48,71 24.7%  $ 227,11  $ 179,65¢ 26.4%
Operating expense (1
Cost of goods sol 16,56 13,677 21.1% 64,40¢ 54,70¢ 17.1%
Developmen 5,16: 5,08t 1.5% 19,65 16,167 21.6%
Sales and marketir 9,94: 10,01¢ (0.8% 39,07: 36,03 8.4%
General and administrati 13,167 15,99« a7.7% 49,23t 46,78¢ 5.2%
Depreciation and amortizatic 1,79¢ 2,871 (37.9H% 8,26¢ 8,22°F 0.5%
Total operating expen: 46,62¢ 47,64¢ (2.1)% 180,63« 161,92 11.€%
Operating incom: 14,11 1,06¢ NMF 46,48( 17,73¢ 162.1%
Operating margir 23.2% 2.2% 21.0ppt 20.5% 9.9% 10.6ppt
Non-operating income
Gain on sale of investment in
unconsolidated entit — 19 (100.0% — 19 (100.0%
Interest income, ne 1,132 517 119.(% 3,07¢ 1,211 154.2%
Other income, ne 107 22¢ (63.9% 121 57¢ (79.0%
Non-operating income, nt 1,23¢ 765 62.(% 3,19¢ 1,80¢ 77.2%
Income before income taxes & equity in
net income of unconsolidated entit 15,35( 1,83¢ 737.(% 49,67¢ 19,54( 154.2%
Income tax expens 5,70 3,22¢ 77.(% 20,22¢ 11,574 74.1%
Equity in net income of unconsolidated
entities 45C 252 78.€% 1,662 843 97.2%
Net income (loss $ 10,09 $ (1,139 NMF $ 31,117 $  8,80¢ 253.2%
Income (loss) per shar
Basic $ 02t % (0.09) $ 0.7¢ % 0.2
Diluted $ 02: $ (0.09) $ 0.7¢ $ 0.21
Weighted average common shares
outstanding
Basic 40,10¢ 38,44: 39,39: 38,41¢
Diluted 45,73( 38,44: 44,45¢ 41,85¢
(1) Includes stock-based compensation expense of:
Three months ended December 31 Year ended December 31
2008 2004 200t 2004
Cost of goods sol $ 271 $ 1,02t $ 1,470 $ 2,14
Developmen 111 44¢ 603 1,02C
Sales and marketir 12¢ 542 71C 1,18¢
General and administrati\ 1,53( 5,94( 8,10¢ 12,37¢
Total stock-based compensation
expenst $ 204 $  7,95¢ $ 10,89 $ 16,72!

NMF — Not meaningful
ppt— percentage points
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Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Statements of Caftows

Three months ended December 31 Year ended December 31
($000) 200: 2004 200: 2004
Operating activities
Net income (loss $ 10,09: $ (1,139 $ 31,117 $ 8,80¢
Adjustments to reconcile net income (loss) to mesthcflows
from operating activities
Depreciation and amortizatic 1,79¢ 2,871 8,26¢ 8,22¢
Deferred income tax expense (bene 87t (2,21¢) 583 83C
Stoclk-based compensatic 2,04C 7,95¢ 10,89¢ 16,72
Equity in net income of unconsolidated entit (450 (252 (1,667) (843
Other, ne 1,241 (1,399 2,56¢ (1,03¢)
Changes in operating assets and liabilities, neffetts of
acquisitions 2,96t 7,952 (3,319 154
Cash provided by operating activiti 18,56( 13,771 48,44¢ 32,86:
Investing activities
Purchases of investmer (23,86() (44,049 (78,799 (79,12¢)
Proceeds from sale of investme 21,68( 39,48¢ 77,51( 64,18(
Capital expenditure (3,826 (1,979) (7,45)) (7,730
Acquisitions, net of cash acquir — — (8,197) (210
Other, ne — 83 18 13€
Cash used for investing activiti (6,00¢6) (6,442) (16,919 (22,750
Financing activities
Payments of lor-term debt and capital lease obligatit — 2 (18) (6,56))
Proceeds from stock option exerci: 3,20z 36 7,16¢ 194
Proceeds from initial public offering, n — — 18,10¢ —
Cash provided by (used for) financing activit 3,20z 34 25,25¢ (6,367)
Effect of exchange rate changes on cash and casvadnts (162) 51¢ (32¢) 317
Net increase in cash and cash equival 15,59« 7,88t 56,46( 4,06z
Cash and cash equivale— Beginning of perioc 76,77 28,02: 35,901 31,84¢
Cash and cash equivale— End of perioc $ 92,367 $ 35,907 $ 92367 $ 35,90°
Reconciliation from cash provided by operating actiities to free cash flow (a non-GAAP measure):
Three months ended December 31 Year ended December 31
($000) 200t 2004 200: 2004
Cash provided by operating activiti $ 18,56( $ 13,777 $ 48,44 % 32,86:
Less: Capital expenditur (3,826 (1,979 (7,457 (7,730
Free cash flov $ 14,73¢ $ 11,80 $ 40,99: $ 25,13:
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Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Balance Sheets

As of December 31
($000) 200: 2004
Assets
Current asset:
Cash and cash equivalel $ 92,367 $ 35,90°
Investment 60,82 59,55¢
Accounts receivable, n 47,53( 33,66¢
Deferred tax asset, n — 2,37:
Other 5,49t 4,25(
Total current asse 206,21 135,75«
Property, equipment, and capitalized software 17,35t 17,52:
Investments in unconsolidated entit 16,35¢ 14,70¢
Goodwill 17,50( 14,40¢
Intangible assets, n 7,251 1,57:
Deferred tax asset, n 29,72¢ 27,10t
Other asset 1,90¢ 2,29¢
Total asset $ 296,31. $ 213,36:
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit $ 13,66¢ $ 12,08t
Accrued compensatic 26,46: 20,20«
Income tax payabl 1,25¢ 3,762
Deferred revenu 71,15¢ 63,36:
Deferred tax liability, ne 83: —
Accrued stoc-based compensatic — 15,87:
Long-term deb+— current portior — 18
Other 2,467 3,54¢
Total current liabilities 115,84: 118,85:
Accrued compensatic 4,45¢ 3,567
Accrued stoc-based compensatic — 23,94
Other lon¢-term liabilities 2,29¢ 2,61¢
Total liabilities 122,59° 148,98(
Total shareholde’ equity 173,71 64,38
Total liabilities and sharehold¢ equity $ 296,31 $ 213,36:
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Morningstar, Inc. and Subsidiaries
Segment Information

Three months ended December 31

Year ended December 31

%

%

($000) 200¢ 200¢ change 200t 200¢ change
Revenue

Individual $ 16,82 $ 13,90( 21.% $ 63,44¢ $  46,99¢ 35.(%
Advisor 18,82: 15,59: 20.7% 72,68¢ 60,88( 19.4%
Institutional 26,55 20,86¢ 27.2% 95,941 78,40: 22.4%
Eliminations (1,45%) (1,647 (11.9)% (4,970 (6,620 (24.9%
Consolidated revent $ 60,74C $ 48,71 247% % 227,11 $ 179,65¢ 26.4%
Revenue— U.S. $ 52,93 $  41,70: 26.% % 197,67. $ 154,24t 28.2%
Revenue— nor-U.S. $ 7,801 $ 7,011 11.4% $ 29,44: % 25,41( 15.9%
Operating income (loss;

Individual $ 510C $ 4,411 15% $ 18,371 $ 7,82¢ 134.8%
Advisor 4,28¢ 3,15¢ 36.(% 17,89: 13,96¢ 28.1%
Institutional 7,712 2,97¢ 159.9% 24,79¢ 13,667 81.4%
Corporate items and eliminatio (2,989 (9,470 (68.49% (14,587 (17,729 (17.9)%
Consolidated operating incor $ 14,117 $ 1,06¢ NMF $ 46,48 $ 17,73¢ 162.1%
Operating margin

Individual 30.2% 31.7% (1.4) ppt 29.(% 16.7% 12.2 ppt
Advisor 22.8% 20.2% 2.€ ppt 24.€% 22.%% 1.7 ppt
Institutional 29.(% 14.2% 14.7 ppt 25.8% 17.4% 8.4 ppt
Consolidated operating marcg 23.2% 2.2% 21.Cppt 20.5% 9.% 10.€ ppt
NMF — Not meaningful

ppt— percentage points

Top Five Products (Segment) Revenue %

Full-Year 2005 ($000 Revenug

Licensed Data (Institutiona $ 32,43t 14.2%

Advisor Workstation (Advisor 29,28( 12.%%

Principia (Advisor) 28,78¢ 12.7%

Morningstar.com (Individual 25,50z 11.2%

Investment Consulting (Institutione 21,90« 9.€%

Top Five Products (Segment) Revenue %

Full-Year 2004 ($000 Revenue

Principia (Advisor) $ 29,23 16.2%

Licensed Data (Institutiona 27,20: 15.1%

Morningstar.com (Individual 20,67( 11.5%

Advisor Workstation (Advisor 19,46¢ 10.8%

Investment Consulting (Institutione 13,85 7.7%
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Morningstar, Inc. and Subsidiaries
Supplemental Data

Full-Year
($000) Q1 200t Q2 200t Q3 200t Q4 200t 200¢
Revenue Composition (1)
New revenue $ 590t $ 9,091 $ 10,12¢ $ 13,91¢ $ 39,04:
Renewal revenu 5,65¢ 12,95¢ 20,15: 27,098 $ 65,86¢
Walk-in revenue 41,64. 34,19: 26,64¢ 19,72¢ $ 122,20¢
Consolidated revent $ 53,20¢ $ 56,24: $ 56,927 $ 60,74 $ 227,11«
% of Revenue
New revenue 11.1% 16.2% 17.8% 22.% 17.2%
Renewal revenu 10.6% 23.(% 35.4% 44.% 29.(%
Walk-in revenue 78.2% 60.£% 46.8% 32.5% 53.8%
Consolidated revent 100.(% 100.(% 100.(% 100.(% 100.(%

(1) To help investors evaluate the company’s amgbiusiness results, Morningstar separates reviataughree categories: 1) new revenue,
which it defines as revenue from selling additiomaducts to current customers or from sellingéw ustomers; 2) renewal revenue, which
it defines as revenue from renewals of subscrigtmmlicenses; and 3) “walk-in" revenue, whichéfides as revenue it expects to recognize
during the year from subscriptions and license@mgents in place as of January 1 of each year, tadjfisr cancellations, currency
translations, and other routine adjustments dutiegyear.

As of December 3!

200¢ 2004 % change

Our Employees

Total worldwide headcout 1,13( 1,00¢ 13.(%
Number of U.S. stock analys 87 73 19.2%
Number of U.S. fund analys 28 27 3.7%
Our Business

Number of Morningstar.com Premium subscripti 147,01( 131,03! 12.2%
Number of Principia subscriptiol 49,72¢ 51,30¢ (3.1)%
Number of U.S. Advisor Workstation licens 113,46: 80,23t 41.2%
Number of Morningstar Direct licens 985(2) 77E 27.1%
Assets under management for Morningstar Manageifiaitos $ 14bil  $ 936.0mi 49.6%
Assets under management for managed retirementiais $ 285.0mi  $ 1239 mi 130.(%
Assets under advisement for Investment Consu $ 22.1 bi $ 12.6 bi 75.£%

(2) Beginning in the second quarter of 2005, weabegelling Morningstar Direct licenses in interoatil markets. The number of licenses as
of December 31, 2005 includes both U.S. and non-Us&rs. The number of global licenses as of 30n2005 and September 30, 2005 was
843 and 931, respectively.

Three months ended December 31 Year ended December 31

($000) 200¢ 2004 200t 200
Effective Income Tax Expense Rat
Income before income taxes and equity in net incofme

unconsolidated entitie $ 15,35( $ 1,83 $ 49,67¢ $ 19,54(
Equity in net income of unconsolidated entit 45C 252 1,66z 843

Total $ 15,80( $ 2,08¢ $ 51,347 $ 20,38
Income tax expens $ 5700 $ 3,22t $ 20,22¢ % 11,57«
Effective income tax expense ri 36.1% 154.6% 39.4% 56.8%
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Morningstar, Inc. and Subsidiaries
Reconciliations of Non-GAAP Measures with the Nearsg Comparable GAAP Measures

Reconciliation from operating income to operatingogme before stock-based compensation expense:

Three months ended December 3 Year ended December 3.
($000) 2008 200¢ % change 2008
Operating incom: $ 14110 $  1,06¢ NMF $ 46,48(
Add back: stock-based compensation
expense 2,04( 7,954 (74.9% 10,89¢
Operating income before stock-based
compensation expen $ 16,157 $ 9,02t 79.% $ 57,37¢

NMF — Not meaningful

Reconciliation from operating margin to operatingrgin before stock-based compensation expense:

Three months ended December 3 Year ended December 3.
(% of revenue) 200¢ 2004
Operating margin 23.2% 2.2%
Add back: stock-based compensation expense 3.4% 16.5%
Operating margin before stotlased compensation expe 26.€% 18.5%
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