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Item 2.02. Results of Operations and Financial Catition.*

On February 22, 2007, Morningstar, Inc. issuedesprelease announcing its financial results frfalrth quarter and year ended
December 31, 2006. A copy of the press releaattashed hereto as Exhibit 99.1.

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

Exhibit No. Description

99.1* Press Release dated February 22, 2

* The information furnished under Item 2.02 of thigr@nt Report on Form 8-K, including Exhibit 99id peing furnished and shall not be
deemed to be “filed” for the purposes of Sectioroflthe Securities Exchange Act of 1934, as ame((ithed'Exchange Act”), or
incorporated by reference in any filing under tiee8ities Act of 1933, as amended, or the Exch@mgeexcept as shall be expressly set
forth by specific reference in such a filing.




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned hereunto duly authorized.

MORNINGSTAR, INC.

Date: February 22, 2007 By: /s/ Martha Dustin Boudc

Name: Martha Dustin Boudo
Title:  Chief Financial Officel
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Exhibit No. Description

99.1* Press Release dated February 22, 2

* The information furnished under Item 2.02 of thigr@nt Report on Form 8-K, including Exhibit 99i4 peing furnished and shall not be
deemed to be “filed” for the purposes of Sectioroflthe Securities Exchange Act of 1934, as ame((ithed'Exchange Act”), or
incorporated by reference in any filing under tiee8ities Act of 1933, as amended, or the Exch@mgeexcept as shall be expressly set
forth by specific reference in such a filing.




EXHIBIT 99.1

— ]
MORMNGSTIR s

Contact:

Media: Margaret Kirch Cohen 312-696-6383, margeobien@morningstar.com
Investors may submit questions to investors@mostargcom or by fax to 312-696-6009.

FOR IMMEDIATE RELEASE
Morningstar, Inc. Reports Fourth-Quarter, Full-Year 2006 Financial Results

CHICAGO, Feb. 22, 2007—Morningstar, Inc. (NASDAQORN), a leading provider of independent investrmesearch, today announced
its fourth-quarter and full-year 2006 financialukis. The company reported consolidated reven®&8af0 million in the fourth quarter of
2006, a 43% increase from revenue of $60.7 miiliothe fourth quarter of 2005. Morningstar’s fouttharter results included $13.6 million
in revenue from acquisitions completed in 2006. s&didated operating income was $20.3 million infingrth quarter of 2006, an increase of
$6.2 million, or 44%, compared with $14.1 millianthe same period a year ago. Morningstar’'s netnmecwas $13.6 million in the fourth
quarter of 2006, or 29 cents per diluted share peoed with $10.1 million, or 22 cents per dilutédus, in the fourth quarter of 2005.

Morningstar completed three key acquisitions in@8@bbotson Associates, Inc. on March 1; Aspect lynPty Limited on July 25; and the
hedge fund and separate account database divislamestorForce, Inc. on Aug. 1. Excluding thesgusitions and the impact of foreign
currency translations, the company’s fourth-quargenue increased approximately 20%. Foreign nayréranslations had a positive impact
of $0.5 million in the fourth quarter. Revenue extihg acquisitions and foreign currency translai@na non-GAAP measure; the
accompanying financial tables contain a reconailiato consolidated revenue.

For the year ended Dec. 31, 2006, revenue increzg¥#aoto $315.2 million, compared with $227.1 mitlim 2005. Revenue for the full year
included $36.4 million from 2006 acquisitions. Colidated operating income increased 67% to $77Ikomin 2006, compared with $46.5
million in 2005. Net income was $51.8 million, dt.$1 per diluted share, in 2006, compared with B&iillion, or 70 cents per diluted share,
in 2005.




Joe Mansueto, chairman and chief executive offi€dorningstar, said,Our company had a great year in 2006. We genesatexdg organi
revenue growth as well as meaningful growth fromuésitions. All three segments of our business—iiddial, Advisor, and Institutional—
had double-digit revenue growth, with the majodfyour growth generated by the Institutional segmitore than 40% of our revenue
growth came from two key products, Investment Ciimguand Morningstar Advisor Workstation.”

He added, “In addition, we performed well on twheatimportant financial measures—operating incomifeee cash flow, reflecting the
fundamental health of our business. Operating ircgrew 67% to $77.5 million year over year, andgererated free cash flow of $94.0
million in 2006, compared with $41.0 million in 2B0Even though we made several acquisitions |zt yee don’t have any debt and our
cash position remains very strong.”

Mansueto outlined some of the company’s key accistmplents and disappointments in 2006:

Key Accomplishments

*  We successfully completed and integrated severlisitions, including Ibbotson Associates, a legdinovider of asset allocation
research and services; Aspect Huntley, a leadiogiger of equity information, research, and finahtiade publishing in Australia;
and the hedge fund and separate account datalésierdf InvestorForce.

*  We significantly expanded our hedge fund, separateunt, and European and offshore mutual funchdats. We created a
pension and life fund database in the United Kimgdmd established mutual fund databases in Taiwdrsagapore. We introduc
new Investor Return data, also known as dollar-tteig) return, to capture how the average investedfa a fund.

*  We launched several new Web-based software applisaincluding Retirement Income Strategfét, which analyzes an invester’
income needs in retirement; and Morningstar PaaBLlilderSM | which helps advisors quickly create portfolio posals.

* We achieved meaningful sales of Morningstar Ditedside of the United States, with nearly 25% afbi's revenue now coming
from international markets. We also introduced ssveew products overseas, including Portfolio Beiland Morningstar
Hypothetical lllustratoPM, a tool that creates customized historical investnillustrations.

Disappointments

e  Software development for our upgrade of MorningBtaect took longer than we expected.

* The regulatory investigations into Morningstar Agates, which began in late 2004 and early 2008tiicoed to consume
management’s time in 2006 as we held ongoing d&sons with regulators in an attempt to work towanetsolution.
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Key Business Drivers

Revenue: In the fourth quarter of 2006, revenue in thevitthal segment increased 30% compared with thettioquarter of 2005; 15
percentage points of this increase came from aitipms. Revenue in the Advisor segment increaséd, 28ith 8 percentage points of the
increase coming from acquisitions. Revenue in tiséitutional segment increased 61%, of which 3@¢matage points came from acquisitic

Revenue from international operations was $14.0aniln the fourth quarter of 2006, an 80% increfieen the same period a year ago.
International revenue included $4.3 million frongaisitions. Foreign currency translations had atpesimpact of $0.5 million on
international revenue in the fourth quarter. Exglgdhe impact of acquisitions and foreign curretrapnslations, international revenue
increased approximately 18% compared with the Foguarter of 2005. International revenue exclugioguisitions and foreign currency
translations is a non-GAAP measure; the accompgrfimiancial tables contain a reconciliation to mtgional revenue.

For the full year, Morningstar’s five largest pratiiby revenue were Investment Consulting, MorrtargsAdvisor WorkstatiorPM |
Licensed Dat&™, Morningstar.con® , and Morningsta? Principia® . In 2005, Morningstar’s five largest products eveicensed Data,
Advisor Workstation, Principia, Morningstar.comgdamvestment Consulting.

Revenue Composition:Morningstar defines “walk-in” revenue as reveitexpects to recognize during the year from supsons and

license agreements in place as of Jan. 1 of eaah) gdjusted for cancellations, currency transteti@nd other routine adjustments during the
year. Morningstar estimates that, as of Jan. 17 2@@ad wal-in revenue of $182.9 million, which includes $2inflion from acquisitions
completed in 2006. In comparison, Morningstar’'skaial revenue as of Jan. 1, 2006 was $138.8 milMJalk-in revenue does not include
variable revenue from asset-based services sugtoasngstar® Managed PortfolioS™, managed retirement accounts, and Investment
Consulting.

Morningstar will no longer report quarterly infortian on new, renewal, and walk-in revenue. The camygs evaluating potential new
metrics that it believes may be more useful to sbwes.




Operating Income: Consolidated operating income was $20.3 milliothie fourth quarter of 2006, a 44% increase frieensame period in
2005. Operating expense rose $20.1 million, or 48%he fourth quarter of 2006, primarily becausamincrease in compensation costs and
amortization expense. Compensation-related expemskjding bonuses, increased $6.5 million, malbdgause of an increase in staffing.
Worldwide headcount increased to approximately A @dhployees as of Dec. 31, 2006, compared with0las3of Dec. 31, 2005. This
increase includes employees from acquisitions amdireued hiring in the company’s development cemmtéZhina. Bonus expense increased
$4.6 million in the quarter, primarily reflectinge fourth-quarter impact of full-year performanegsus 2005 and incremental expense from
acquisitions. Amortization of intangible assetatedl to 2006 acquisitions contributed $2.1 millioroperating expense in the quarter.

The company’s operating margin was 23.4% in thetfoguarter of 2006, compared with 23.2% in theesg@eariod in 2005. For the full year
2006, operating margin was 24.6%, compared witB%0dn 2005. A $2.3 million decrease in stock-basaapensation expense contributed
approximately half of the margin improvement foe fall-year period.

Free Cash Flow: Morningstar generated free cash flow of $27.8ionilin the fourth quarter of 2006, reflecting casbvided by operating
activities of $29.7 million and capital expenditsief approximately $1.9 million. Free cash flowrie&sed by $13.1 million, compared with
the prior-year period, mainly because of increasext income and accrued compensation and a decheaccounts receivable. For the year
ended Dec. 31, 2006, Morningstar generated free ftas of $94.0 million, reflecting cash provideg bperating activities of $98.7 million
and capital expenditures of $4.7 million. Free démlv for the full year increased $53.0 million cpared with 2005, because of increases in
net income, income taxes payable, accrued compensand lower capital expenditures.

Free cash flow is a non-GAAP measure; the acconipgiijnancial tables include a reconciliation tslegrovided by operating activities.
Morningstar defines free cash flow as cash provialedr used for operating activities less capitqdenditures.

As of Dec. 31, 2006, Morningstar had cash, caslvatgnts, and investments of $163.8 million, congplawith $153.2 million as of Dec. 31,
2005. During the first quarter of 2007, Morningstapects to make annual bonus payments of appreedyrs35 million. In addition,
Morningstar expects to use $55 million in cashjetttto post-closing adjustments, for its acquasitof Standard & Poor’s mutual fund data
business, which the company announced today. Foe mformation, please visit http://global.morniteyscom/SP .
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Business Segment Performance

Individual Segment: The largest product in this segment based omreyés the company’s U.S.-based Web site for indiai investors,
Morningstar.con® . The Individual segment also includes Morning$t&quity Research and several print and online patitios.

* Revenue was $21.8 million in the fourth quarte2@®6, a 30% increase from $16.8 million in the fouquarter of 2005.

*  Acquisitions contributed revenue of $2.5 millionth® Individual segment in the fourth quarter, thegority of which reflects new
revenue from Aspect Huntley.

*  Morningstar.com was the major contributor to segmewvenue growth as the number of Premium Membesstontinued to expar
steadily and ad sales growth remained strong. Riremubscriptions grew to 165,957 as of Dec. 316280.3% increase over the
prior-year period. Morningstar Equity Research,akhincludes research related to the Global Andkestearch Settlement as well as
company reports and other services sold to additiomstomers, was another important driver behnosvth in this segment for the
quarter.

*  Operating income was $5.6 million in the fourth geaof 2006, a 26% increase from $4.5 millionhe prior-year period.
¢  Operating margin was 25.8% in the fourth quarte2@d6, compared with 26.6% in the fourth quarte2@d5.

Advisor Segment: The largest products in this segment based centevare Morningst& Advisor Workstatior®™ , Morningstar® Principia
® and Morningstaf Managed PortfolioSM.

* Revenue was $24.2 million in the fourth quarte2@®6, a 29% increase from $18.8 million in the saeod in 2005.

e Acquisitions contributed revenue of $1.5 millionth® Advisor segment in the fourth quarter, thearisj of which reflects revenue
from Ibbotson.

* Licenses for Morningstar Advisor Workstation grewl3,838 as of Dec. 31, 2006, a 36% increase caupeth the prior-year
period. The number of Principia subscriptions dedi slightly to 47,835 as of Dec. 31, 2006; howgerarenue was essentially
unchanged.

*  Operating income was $6.5 million in the fourth qeaof 2006, an increase of 78% compared with &3llfon in the fourth quarte
of 2005.

*  Operating margin was 27.0% in the fourth quarte2@d6, compared with 19.6% in the prior-year period
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Institutional Segment: The largest products and services in this segimesed on revenue are Investment Consulting, LézkBsitaSM

Retirement Advice (including Advice by IbbotsBrand Morningsta® Retirement Managet™), Licensed Tools and Content, Morningstar
DirectSM | Investment Profiles™ & Guides, and MorningstaCBrr® .

* Revenue was $42.6 million in the fourth quarteR@d6, a 61% increase from $26.6 million in the fouquarter of 2005.

*  Acquisitions contributed revenue of $9.6 milliontt® Institutional segment in the fourth quartee majority of which was from
Ibbotson.

* Revenue growth in this segment was primarily drilbgrinvestment Consulting services, which focusasset allocation and
investment selection for funds of funds. The conyparovided advisory services on approximately $38ll%on in assets, including
$40.5 billion from Morningstar Associates and $1Bildon from Ibbotson Associates, as of Dec. 300&, compared with
approximately $22.1 billion as of Dec. 31, 2005séts under advisement for Morningstar Associatew gignificantly, reflecting
asset growth among existing clients. Licensed BathMorningstar Direct were also significant cdmitbrs to segment revenue
growth in the quarter. Morningstar Direct licengesw to 1,348 as of Dec. 31, 2006, a 37% increasetbe prior-year period.

*  Operating income was $11.6 million in the fourttagar of 2006, an increase of 68% from $6.9 milliothe same period in 2005.

e  Operating margin was 27.1% in the fourth quarte2@d6, compared with 26.0% in the prior-year period

Investor CommunicatiorMorningstar encourages all interested parties—uholy securities analysts, current shareholdergnpiat
shareholders, and others—to submit questions itingrilnvestors and others may send an e-mailtestors@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 seleategliries available to all investors at the sametin Form 8-Ks furnished to the
Securities and Exchange Commission on the firstafyrbf every month.

Morningstar will hold its annual meeting of sharklers at 9 a.m. on Tuesday, May 22, 2007, at Theddsity of Chicago Gleacher Center,
450 N. Cityfront Plaza, Chicago, lllinois, 60611.

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 morentth80,000 investment offerings, including stockstumal funds, and similar vehicles. The
company has operations in 15 countries and minorityership positions in companies based in threeratountries.
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Safe Harbor Statement under the Private Securitiekitigation Reform Act of 1995

This press release contains forward-looking statésn@ hese statements relate to future eventsfotuee financial performance and involve
known and unknown risks, uncertainties, and othetofr's that may cause our actual results, levedtdity, 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 fathaoking statements by the use of words such as/;ffcould,” “expect,” “intend,”
“plan,” “seek,” “anticipate,” “believe,” “estimaté;predict,” “potential,” or “continue” or the nedi@e of these terms or other comparable
terminology. You should not place undue reliancdasward-looking statements because they involvakmand unknown risks,
uncertainties, and other factors that are, in scases, beyond our control and that could materéflct actual results, 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 Securities and Exchange Commission, irnoly#lorningstar’'s Annual Report on Form 10-K foetpear ended Dec. 31, 2005. If any
of these risks or uncertainties materialize, auif underlying assumptions prove to be incorrextyya results may vary significantly from
what we projected. Any forward-looking statementi yead in this press release reflects our curremis/with respect to future events and is
subject to these and other risks, uncertainties a@sumptions relating to our operations, restltgperations, growth strategy, and liquidity.
We assume no obligation to publicly update or eetese forward-looking statements for any reastwether as a result of new information,
future events, or otherwise.

Non-GAAP Financial Measures

To supplement Morningstar’s consolidated finanstatements presented in accordance with U.S. GnAczepted Accounting Principles
(GAAP), Morningstar uses the following measuressidered as non-GAAP by the Securities and Exch&uayemission: free cash flow,
consolidated revenue excluding acquisitions anéligor currency translations (organic revenue), abtermational revenue excluding
acquisitions and foreign currency translations.

Morningstar presents free cash flow solely as sampphtal disclosure to help investors better undedshow much cash is available after
Morningstar spends money to operate its businessnikigstar uses free cash flow to evaluate theopmince of its business. Free cash flow
should not be considered an alternative to any areasf performance as promulgated under GAAP (sisobash provided by (used for)
operating, investing, and financing activities)r sbould this data be considered an indicator offfifstars overall financial performance
liquidity. Also, the free cash flow definition uségt Morningstar may not be comparable to similéithed measures reported by other
companies. For more information on free cash flolase see the reconciliation from cash providedg®rating activities to free cash flow
included in the accompanying financial tables. Mogstar presents consolidated revenue excludiggisitions and foreign currency
translations (organic revenue) and internationatmee excluding acquisitions and foreign curremagglations because the company believes
these non-GAAP measures help investors better cangeaiod-to-period results. For more informatiplease see the reconciliation provided
in the accompanying financial tables.

H#H
© 2007 Morningstar, Inc. All rights reserved.




Morningstar, Inc. and Subsidiaries

Unaudited Condensed Consolidated Statements of Ogsions

Three months ended December 3

Year ended December 3.

(in thousands, except per share amounts) 2006 2005 change 200€ 2005 change
Revenue $87,037  $60,74( 43.3% $315,17¢  $227,11: 38.8%
Operating expense (1

Cost of goods sol 23,861 16,561 44.1% 86,97¢ 64,40¢ 35.0%

Developmen 8,221 5,163 59.2% 29,49¢ 19,65¢ 50.1%

Sales and marketir 14,10: 9,942 41.9% 50,61 39,071 29.5%

General and administrati 15,98¢ 13,167 21.4% 55,59( 49,23t 12.9%

Depreciation and amortization 4,53t 1,79€ 152.5% 14,97¢ 8,26€ 81.2%

Total operating expense 66,704 46,62¢ 43.1% 237,64¢ 180,63¢ 31.6%

Operating income 20,33¢ 14,111 44.1% 77,521 46,48( 66.8%
Operating margir 23.4% 23.2% 0.2pp 24.6% 20.5% 4.1pp
Non-operating income (expenst

Interest income, ne 1,537 1,132 35.8% 4,625 3,07¢ 50.2%

Other income (expense), net (116) 107 NMF (459) 121 NMF

Non-operating income, net 1,421 1,23¢ 14.7% 4,164 3,19¢  30.2%

Income before income taxes, equity in net income of

unconsolidated entities, and cumulative effectaaiainting

change 21,754 15,35( 41.7% 81,691 49,67¢ 64.4%
Income tax expens 8,52t 5,707 49.4% 32,97¢ 20,222  63.0%
Equity in net income of unconsolidated entities 382 450  (15.1)% 2,781 1,66z 67.7%
Income before cumulative effect of accounting cleang 13,611 10,09z 34.9% 51,50: 31,117 65.5%
Cumulative effect of accounting change, net of medax

expense of $171 (: — — 259 — NMF
Net income $13,617  $10,09: 34.9% $51,76: $31,11% 66.3%
Basic income per shar

Income before cumulative effect of accounting cle $0.32 $0.28 $1.28 $0.7¢

Cumulative effect of accounting change — — 0.01 —

Net income $0.32 $0.2¢E $1.2¢ $0.7¢
Diluted income per shar.

Income before cumulative effect of accounting cle $0.2¢ $0.22 $1.1C $0.7¢C

Cumulative effect of accounting change — — 0.01 —

Net income $0.2¢ $0.22Z $1.11 $0.7¢C
Weighted average common shares outstani

Basic 41,957 40,10¢ 41,17¢ 39,39z

Diluted 47,10C 45,73( 46,727 44,45¢

(1) Includes stoc-based compensation expense
Cost of goods sol
Developmen
Sales and marketir
General and administrative
Total stock-based compensation expense

Three months ended December 3

2006 2005
$313 $271
146 111
156 128
1,68¢ 1,53C
$2,30¢4 $2,04(

(2) Relates to adoption of Statement of Financiad@dunting Standards No. 123(}

NMF — Not meaningful, p— percentage point

Year ended December 3.

200€ 2005
$1,172 $1,47:
532 603
571 710
6,30C 8,10¢
$8,57¢ $10,89¢




Morningstar, Inc. and Subsidiaries
Operating Expense as a Percentage of Revenue

Three months ended December 3

Year ended December 3.

2006 2005 change 2006 2005 change
Revenue 100.0% 100.0% — 100.0% 100.0% —
Operating expense (1
Cost of goods sol 27.4% 27.3% 0.1pg 27.6% 28.4% (0.8)pr
Developmen 9.4% 8.5% 0.9pr 9.4% 8.7% 0.7pr
Sales and marketir 16.2% 16.4% (0.2)pr 16.1% 17.2% (1.0)pr
General and administrati\ 18.4% 21.7% (3.3)pr 17.6% 21.7% (4.1)pr
Depreciation and amortization 5.2% 3.0% 2.2pr 4.8% 3.6% 1.2pg
Total operating expense (2) 76.6% 76.8% (0.2)pr 75.4% 79.5% (4.1)pr
Operating margin 23.4% 23.2% 0.2pr 24.6% 20.5% 4.1pg
Three months ended December 3 Year ended December 3.

2006 2005 change 2006 2005 change

(1) Includes stoc-based compensation expense
Cost of goods sol 0.4% 0.4% — 0.4% 0.6% (0.2)pr
Developmen 0.2% 0.2% — 0.2% 0.3% (0.1)pr
Sales and marketir 0.2% 0.2% — 0.2% 0.3% (0.1)pr
General and administrative 1.9% 2.5% (0.6)pr 2.0% 3.6% (1.6)pr
Total stock-based compensation expense (2)  2.6% 3.4% (0.8)pr 2.7% 4.8% (2.1)pr

(2) Sum of percentages may not equal total becafusrinding.




Morningstar, Inc. and Subsidiaries

Unaudited Condensed Consolidated Statements of Cafitows

Three months ended December 3

Year ended December 3.

($000) 2006 2005 2006 2005
Operating activities
Net income $ 13,611 % 10,09: % 51,76z $ 31,115
Adjustments to reconcile net income to net casidlfrom
operating activities
Cumulative effect of accounting char — — (259) —
Depreciation and amortizatic 4,53E 1,79€ 14,97¢ 8,26€
Deferred income tax expense (bene (1,54€) 875 (3,85€) 583
Stocl-based compensatic 2,304 2,04C 8,57¢ 10,89t
Equity in net income of unconsolidated entit (382) (450) (2,787) (1,662)
Excess tax benefits from stock option exerc (4,914) 1,32¢ (13,734) 2,44¢€
Other, ne 169 (88) 793 119
Changes in operating assets and liabilities, neffetts of
acquisitions
Accounts receivabl (6,88€) (11,52¢) (9,261) (14,98¢)
Other asset (2,337) (1,442) (1,217) (1,07€)
Accounts payable and accrued liabilit (90) 2,271 (563) 2,167
Accrued compensatic 13,99t 8,27¢ 16,42¢ 6,997
Deferred revenu 7,37¢ 6,04¢ 10,967 7,364
Income taxes payab 4,001 (512) 26,69¢ (2,43¢)
Other liabilities (188) (151) 160 (1,344)
Cash provided by operating activities 29,65( 18,56( 98,671 48,44~
Investing activities
Purchases of investmer (23,89¢) (23,86() (81,26%) (78,79¢)
Proceeds from sale of investme 9,44C 21,68( 74,67¢ 77,51(
Capital expenditure (1,84¢€) (3,82€) (4,722) (7,451)
Acquisitions, net of cash acquir (472) — (117,337 (8,192)
Other, net (55) — (363) 18
Cash used for investing activities (16,82¢) (6,00€) (129,002) (16,917)
Financing activities
Proceeds from stock option exerci: 7,037 3,20z 20,24¢ 7,16¢€
Excess tax benefits from stock option exerc 4,914 — 13,73¢ —
Proceeds from initial public offering, n — — — 18,10¢
Payments of long-term debt and capital lease adiigs — — — (18)
Cash provided by financing activities 11,951 3,202 33,98¢ 25,25¢
Effect of exchange rate changes on cash and casvadnts 187 (162) 115 (328)
Net increase in cash and cash equival 24,95¢ 15,59« 3,773 56,46(
Cash and cash equivalents — Beginning of period 71,181 76,77° 92,367 35,907
Cash and cash equivalents — End of period $ 96,14C $ 92,367 $ 96,14 $ 92,367
Reconciliation from cash provided by operating\atiéis to free cash flow (a n-GAAP measure)
Three months ended December 3: Year ended December 31
($000) 2006 2005 2006 2005
Cash provided by operating activiti $ 29,65C $ 18,56C $ 98,671 $ 48,44¢
Less: capital expenditures (1,84€) (3,82€) (4,722) (7,457)
Free cash flow $ 27,80¢ $ 14,73¢  $ 93,95 $ 40,994
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Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Balance Sheets

December 31 December 31
($000) 2006 2005
Assets
Current asset:
Cash and cash equivalel $ 96,14C $ 92,361
Investment: 67,611 60,82
Accounts receivable, n 65,17¢ 47,53(
Other 8,557 5,49t
Total current assets 237,48¢ 206,21t
Property and equipment, r 15,86¢ 17,35¢
Investments in unconsolidated entit 18,65¢ 16,35¢
Goodwill 86,68( 17,50(
Intangible assets, n 72,841 7,251
Deferred tax asset, n 13,78¢ 29,72¢
Other assets 2,51€ 1,90€
Total assets $ 447.83¢ $ 296,311
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit $ 21,012 % 13,66¢
Accrued compensatic 40,85¢ 26,46:
Income tax payabl 1,62C 1,25¢
Deferred revenu 100,52¢ 71,15¢
Deferred tax liability, ne 1,26€ 833
Other 2,182 2,467
Total current liabilities 167,46: 115,841
Accrued compensatic 7,591 4,45¢
Other long-term liabilities 3,361 2,29¢
Total liabilities 178,41¢ 122,59
Total shareholders’ equity 269,42 173,71«
Total liabilities and shareholders’ equity $ 447,83¢ $ 296,311

11




Morningstar, Inc. and Subsidiaries
Segment Information

Three months ended December 3

Year ended December 3

($000) 2006 2005 change 2006 2005 change
Revenue
Individual $ 21,812 $ 16,82 29.7% $ 80,706 $  63,44¢ 27.2%
Advisor 24,22¢ 18,821 28.7% 94,69 72,68¢ 30.3%
Institutional 42,64¢ 26,551 60.6% 146,08t 95,947 52.3%
Eliminations (1,651) (1,45E) 13.5% (6,310) (4,970) 27.0%
Consolidated revenue $ 87,037 $ 60,74C 433% $ 31517 $ 227,11 38.8%
Revenue— U.S. $ 73,02 $ 52,93¢ 379% $ 270,89¢ $ 197,67- 37.0%
Revenue— internationa $ 14,017 $ 7,807 795% $ 44.27¢ $ 29,44: 50.4%
Operating income (loss) (1
Individual $ 5,62¢ $ 4,482 256% $ 22,921 $ 15,00 52.8%
Advisor 6,53¢ 3,681 77.6% 26,732 14,617 82.9%
Institutional 11,57C 6,897 67.8% 37,244 20,544 81.3%
Corporate items and eliminations (3,402) (949) 258.6% (9,372) (3,68€) 154.3%
Consolidated operating income $ 2033 $ 14,111 441% $ 77527 $  46,48( 66.8%
Operating margin (1)
Individual 25.8% 26.6% (0.8)pr 28.4% 23.6% 4.8pf
Advisor 27.0% 19.6% 7.4pg 28.2% 20.1% 8.1pr
Institutional 27.1% 26.0% 1.1pg 25.5% 21.4% 4.1pg
Consolidated operating marc 23.4% 23.2% 0.2pr 24.6% 20.5% 4.1pg

(1) Includes stock-based compensation expenseatdidto each segment.
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Morningstar, Inc. and Subsidiaries
Supplemental Data

($000) Q4 200¢ Q4 200t change Full-Year 200€
Revenue composition (1

New revenus $ 15,44¢ $ 13,91¢ 11.0%4 % 45,081
Renewal revenu 38,941 27,095 43.7% 101,21
Walk-in revenue 19,027 19,72¢ (3.6)% 132,44%
Revenue excluding acquisitions 73,41¢ 60,74( 20.9% 278,74!
Acquisitions (2) 13,61¢ — NMF 36,43¢
Consolidated revenue $ 87,031 $ 60,74( 433% $ 315,17¢
% of revenue excluding acquisitions

New revenu 21.0% 22.9% (2.9)pr 16.2%
Renewal revenu 53.1% 44.6% 8.5pr 36.3%
Walk-in revenue 25.9% 32.5% (6.6)pr 47.5%
Revenue excluding acquisitions 100.0% 100.0% — 100.0%

(1) Morningstar separates revenue into three catgd) new revenue, defined as revenue fromngedidditional products to current
customers or from selling to new customers; 2) watieevenue, defined as revenue from renewalslig@iptions or licenses; and 3) “walk-
in” revenue, defined as revenue it expects to neieegduring the year from subscriptions and liceageements in place as of January 1 of
each year, adjusted for cancellations, currencystagions, and other routine adjustments during/dse. Morningstar will no longer report
quarterly information on new, renewal, and walkénenue.

(2) Revenue from acquisitions has not been incatgdrinto new, renewal, or wi-in revenue

As of December 31

2006 2005 % change

Our employees
Worldwide headcount (approxima 1,44C 1,13C 27.4%
Number of U.S. stock analys 95 87 9.2%
Number of worldwide stock analys 113 87 29.9%
Number of U.S. fund analys 28 28 —
Number of worldwide fund analys 53 48 10.4%
Our business
Morningstar.com Premium subscriptic 165,957 147,01( 12.9%
Registered users for Morningstar.com (U 4,811,16: 4,337,59: 10.9%
U.S. Advisor Workstation licenst 153,83¢ 113,461 35.6%
Principia subscription 47,83t 49,72¢ (3.8)%
Morningstar Direct license 1,34¢ 985 36.9%
Assets under management for Morningstar Managetfioitos $ 1.8bill $ 1.4 bil 28.6%
Assets under management for managed retirementiats $ 8.6hil $ 285.0 mil NMF

Morningstar Associate $ 647.0mi $ 285.0 mil 127.0%

Ibbotson Associates (. $ 8.0 bil — NMF
Assets under advisement for Investment Consu $ 555 hil $ 22.1 bil 151.1%

Morningstar Associate $ 405bil  $ 22.1 bil 83.3%

Ibbotson Associates (. $ 15.0 bil — NMF
(3) Ibbotson Associates was acquired on March @62

Three months ended December 31 Year ended December 31

($000) 2006 2005 2006 2005
Effective income tax expense rate
Income before income taxes, equity in net income of

unconsolidated entities, and cumulative effect of

accounting chang $ 21,75¢ % 15,35C $ 81,691 $ 49,67¢
Equity in net income of unconsolidated entities 382 450 2,787 1,662

Total $ 22,13 $ 15,80C $ 84,47t  $ 51,341
Income tax expense $ 852t $ 5707 $ 3297t $ 20,22¢
Effective income tax expense r: 38.5% 36.1% 39.0% 39.4%
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Morningstar, Inc. and Subsidiaries
Reconciliations of Non-GAAP Measures with the Nearsg Comparable GAAP Measures

Reconciliation from consolidated revenue to reveexeuding acquisitions and foreign currency tratishs (organic revenue):

Three months ended December 3 Year ended December 3
($000) 2006 2005 % change 2006 2005 % change
Consolidated revent $ 87,031 $ 60,74( 433% $ 31517 $ 227,11¢ 38.8%
Less: acquisition (13,619) — NMF (36,43¢) — NMF
Less: impact of foreign currency (461) — NMF (793) — NMF
Revenue excluding acquisitions and fore
currency translation $ 72957 $  60,74C 20.1% $ 27794t $ 227,11 22.4%
Reconciliation from international revenue to int@ianal revenue excluding acquisitions and foreigmency translation:
Three months ended December 3 Year ended December 3
($000) 2006 2005 % change 2006 2005 % change
International revenu $ 14,017 $ 7,807 795% $ 44.27¢ $  29,44: 50.4%
Less: acquisition (4,339) — NMF (8,26¢) — NMF
Less: impact of foreign currency (461) — NMF (793) — NMF
International revenue excluding
acquisitions and foreign currency
translations $ 9,22 $ 7,807 18.1% $ 3521t $ 29,447 19.6%
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