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Item 7.01. Regulation FD Disclosure.

The following information is included in this CunteReport on Form 8-K as a result of Morningstac,’s policy regarding public
disclosure of corporate information. Answers toiiddal inquiries, if any, that comply with this lgy are scheduled to become available on
July 7, 2006.

Safe Harbor Statement under the Private Securities Litigation Reform Act of 1995

This current report on Form 8-K contains forwardiimg statements. These statements relate toefetwents or to future financial
performance and involve known and unknown riskgeutainties, and other factors that may cause cuabresults, levels of activity,
performance, or achievements to be materially giffefrom any future results, levels of activitgrfiprmance, or achievements expressed or
implied by these forward-looking statements. Imeacases, you can identify forward-looking stateimiéy the use of words such as “may,”
“could,” “expect,” “intend,” “plan,” “seek,” “antigate,” “believe,” “estimate,” “predict,” “potentid or “continue” or the negative of these
terms or other comparable terminology. You shadtplace undue reliance on forward-looking statesbecause they involve known and
unknown risks, uncertainties and other factors éinat in some cases, beyond our control and thadl coaterially affect actual results, levels of
activity, performance, or achievements.

Other factors that could materially affect actweuits, levels of activity, performance, or achiaeats can be found in Morningstar's
other filings with the Securities and Exchange Cassion, including Morningstar’s Annual Report onrfol0-K for the year ended
December 31, 2005. If any of these risks or uadeties materialize, or if our underlying assumpsigrove to be incorrect, actual results may
vary significantly from what we projected. Any ¥eard-looking statement you read in this currenbrepn Form 8-K reflects our current
views with respect to future events and is sulietihese and other risks, uncertainties, and assomsgrelating to our operations, results of
operations, growth strategy, and liquidity. Weusse no obligation to publicly update or revise thémward-looking statements for any
reason, whether as a result of new informationyreuevents, or otherwise.
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Investor Questions and Answers: June 2006

We plan to make written responses available adiig&svestor questions about our business on teeRriday of every month. The following
answers respond to questions received through Mag@®6. We intend to answer as many questionsnasallows, although we will not
answer product support questions through this alakivie may wait to respond to a given questionl timé following month if we need more
time to research the answer.

If you would like to submit a question, please sand-mail to investors@morningstar.com, contastiaisax at 312-696009, or write to us
the following address:

Morningstar, Inc.
Investor Relations

225 West Wacker Drive
Chicago, IL 60606

Timing of Earnings Releases/M onthly 8-K s

1. Would MORN consider either changing the deadlimesétomitting monthly questions or the timing of dedy earnings releases su
that there was a much smaller lead time betweesaanings release and responses to questions thatamse from them? For
example, MORI last quarterly announcement was May 4th, andoeses to questions arising from the release willbggiven unt
| believe June 2. Anything you can do to shorte timeframe would be appreciated.

We appreciate the feedback and can certainly takeuhder consideration as we plan the calenddufare earnings releases and our monthly
8-Ks. Our usual practice is to file the monthl)8-on the first Friday of every month, but if weeéved several questions following an earn
release, we would consider posting a special editiat’'s not tied to the regular schedule. In addjtwe typically file our 10-Q report a few
days after each quarterly earnings release. Bet¢hasi)-Q includes more detailed information tHaeéarnings release, it might contain
answers to some of the questions that arise.

Sarbanes-Oxley Compliance Costs

2.  MORN previously noted SOX [Sarbanes-Oxley] compgarosts should be about in line with the compaagtsual audit cost, which
from MORN'’s 10-K | believe was about 880K last yeldas that estimate changed given the changedit@s, and did any of these
costs factor into Q1 results?

Based on information included in our proxy statetnese paid $793,650 for audit costs and related fie005. This amount includes some
fees related to our initial public offering. Althgln money paid to our independent registered palgiiounting firm may include fees for one-
time projects in any given period, we don’t antatgthat combined fees for our U.S. audit and Serb®xley compliance will exceed the
amount paid in the most recent fiscal year. Thanghan auditors did not change our estimate ofetliess. We accrue costs for audit fees each
guarter over the course of the year.

I bbotson Associates

3. Canyou please provide an update on estimatedratieg costs associated with Ibbotson and the tiame& you expect to realize
them? Do you anticipate special charges, or wilkgration costs be incorporated in operating exgsfas
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We don’t expect to incur significant charges oegration costs related to the Ibbotson acquisit@osts directly associated with the
acquisition, such as severance paid to former Hawoemployees, are included in the purchase adogurtated to the acquisition and
therefore will not impact our reported net incomesarnings per share.

From a cash flow perspective, we expect to finighipg severance to former Ibbotson employees bytidgeof 2006Based on plans in place

the time of acquisition, we recorded a liability%§14,000 for severance payments. The other atiguisilated liability we recorded was
related to Ibbotson’s lease for office space. Wemed a reserve of $761,000 for the lease paymeett®f estimated sublease income, for the
period from March 2008 (the date we plan to vatlaeoffice space) through the point when Ibbotsteése ends in 2012. Because these items
are also included in the purchase accounting kat¢he acquisition, however, they will only impaeash flow and not reported earnings.

4. What was Ibbotson’s revenue growth rate in 05 adddg?

For the fiscal year ended June 30, 2005, Ibbotsssoéiates’ revenue increased 31.3% to $37.2 mjlfrem $28.3 million the previous year.
For the six-month period ended December 31, 2@8&nue increased 17.1% to $15.6 million from $I8ilion in the same period in 2004.
Now that wi've completed the acquisition, we're incorporatlbgotson’s financials into our three business segmfor financial reporting
purposes. In Note 3 of the Notes to our Condensew@lidated Financial Statements from our 10-Q ntefipo the first quarter, we included pro
forma financials showing our operating resultstfa first quarter of 2006 and 2005 assuming wedtagiired Ibbotson on January 1 of each
year. Based on this data and informatiorve previously reported that reflects Morningstastand-alone revenue, Ibbotson’s revenue
increased by about 4.8% to $11.8 million in thetfquarter of 2006.

5. Can you quantify the synergy you expect from IS heir reported margin pre-acquisition was mimlier than MORN.

Over time, we’d expect to see Ibbotson’s margingendoser in line with Morningstar’s. We caquantify the amount of synergy we expec
realize, but we expect to realize operating efficies in a variety of expense categories. We alpec to realize some cost savings as we
combine our general and administrative functions.

In addition, it's worth noting that Ibbotson’s oping margin was negatively impacted by stock-basedpensation expense it previously
recorded using variable plan accounting under ARB2%,Accounting for Stock Issued to EmployeEsllowing the acquisition, Ibbotson is
included as part of Morningstar’s consolidated fiicials and therefore falls under our adoption et&hent of Financial Accounting Standards
(SFAS) No. 123 (Revised 2008hare-Based Paymef8FAS No. 123(R)) for recording stock-based comptos expense. For fiscal year
2005, Ibbotson recorded about $4.1 million in stbeked compensation expense, and in fiscal 2084,ampany recorded an expense of $2.6
million. Excluding stock-based compensation expehls@tson Associates’ operating margin was 7.6%5b6% in 2005 and 2004,
respectively.

Effective Tax Rate

6. As we are about 2/3 of the way through Q2, is tlaenereason to believe the tax rate in Q2 will bbstantially different from the
seemingly stabilized level of the past two quafters

We can't tell you what our tax rate will be for apgriod because it reflects many different fact@nse of these elements is the tax benefit we
receive related to disqualifying dispositions, wharise when employees exercise incentive stodkrmp{lSOs) and sell the stock within the
same year, paying the required taxes rather thyieg the tax benefits associated with ISOs. Wimre the tax benefit in the period when the
disqualifying disposition occurs. However, we ddmytto predict the timing or value of these disifyang dispositions. Therefore, we expect
that our tax rate will continue to fluctuate basedthis factor, the mix of profits and losses im buS. and international operations, and tax
planning strategies.




Operating Margin

7. Can you quantify what led to the big margin expangin the first quarter of 2006]? | wasn't expeg} you to get there for few more
years. Is that sustainable?

The two largest factors impacting Morningstar’s giargrowth in the first quarter were revenue growatia lower stock-based compensation
expense. Stock-based compensation expense dec&&8edillion in the first quarter of 2006 to $Irfillion, compared with $4.9 million in
the first quarter of 2005. The lower level of stdised compensation expense mainly reflects thetfatafter our initial public offering in
May 2005, we no longer record stock-based compmsakpense under the liability method. In thetfirsarter of 2005, we recorded $2.8
million of stock-based compensation expense urueliability method, which did not recur in 2006.

Our margin in the first quarter also benefited friiva underlying strength of our business. Althoogkrating expenses increased in most
categories, revenue grew at a higher rate, ledaditige operating margin expansion.

Sales and Marketing
8. What are the cross-sell opportunities?

Many of our customers purchase more than one Mgstam product or service, and we try to deeperegisting customer relationships by
selling them additional products and services owee. For example, an institutional client mightghase Morningstar Direct, Licensed Data,
and Licensed Tools and Content. An individual ineesight purchase Premium Membership service dsaseseveral newsletters or books
key aspect of our sales and marketing strategyalémg sure we're taking advantage of these oppiitsnvhenever possible.

Cash Balance
9. What are the priorities for Morningstar’s cash bate?

We're not averse to holding some excess cash bedagises us the financial flexibility to take advage of new opportunities as they arise
of March 31, 2006, we had $82.9 million of castsicaquivalents, and investments on our balance.3Meecurrently plan to retain excess f
cash flow for general corporate purposes and funfiiture growth. We may also consider making adtjoiss that are compatible with our
mission of creating great products that help inmessteach their financial goals.

Independent Equity Research

10. What is the revenue model for the Global AnalysteRech Settlement? Is it per subscriber or eniggplicense and how is it
recognized?

In general, our equity research agreements retatdte Global Analyst Research Settlement are tred as annual contracts that include both
renewal and cancellation options. All of our GloBalttlement contracts are enterprise licenses. Sbthe agreements are structured based on
flat fees and others have fees that vary basetdenumber of companies covered. Pricing generalties based on the level of distributitime
number of securities covered, and the amount dbousoverage required. We recognize revenue faetgreements ratably over the contract
period.

11. Is it fair to say that both the incremental Pipaffdey business and new Morgan Stanley businessuligseflected in Q1 results, or
is that still ramping up? Have there been any ottesiness wins (or losses)?
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Part of this new business was still ramping upyeiarthe quarter, but our first quarter resultsahtially reflected the impact of these two
contracts. As far as other business wins, we sigoetracts with some additional brokerage firms expganded some of our existing contracts
during the first quarter.

Morningstar.com

12. How many non-Premium Morningstar.com subscribergaohave currently?

As of December 31, 2005, we had a total of abdutdllion registered users for Morningstar.comhe tUnited States, not including Premium
members.

Market Segmentation in Individual Market

13. How big is the market for do it yourselfers? Amihifast has it been growing?
A January 2005 report published by Tiburon Stratéglvisors titled “The Future of Advice” stated tleanong high net-worth investors
(defined as investors with income greater than f@Dor investable assets greater than $500,000),dre self-directed investors, 50% are
validators, and 33% are fully dependent delegatost of the research we've seen suggests thagdtmentage of truly “do it yourself”
investors isn't necessarily growing; instead, aréasing percentage of investors have been chotsingrk with a financial advisor. For
example, the Tiburon report cited above also sttitatlas of 2002, 74% of high net-worth househuldse using a professional financial
advisor—a percentage that has been expanding iover t
However, we don’t view this increasing reliancefimancial advisors as a negative trend. We belteaewe currently reach only a small
percentage of the total universe of self-directegt$tors. In addition, many investors (the “validtat referred to in the Tiburon report and ot
sources) seek out independent research to doublkthe recommendations they receive from a brokénancial planner.
Principia

14. How are Principia revenues recognized?
We recognize revenue for Principia in equal amoastae deliver software updates over the termegttbscription agreement.

Morningstar Direct

15. How many institutions are potential customers ofiogstar Direct? How much of the growth has bdemen by same customer vs.
new customers?

We estimate that there are about 4,000 institutigms would be potential customers for Morningstéebx. In the United States, about half of
the growth has been driven by adding new licensesXisting customers and half has been drivendolyng new organizations. Outside the
United States, most of the growth has been driyeaddling new licenses at companies we haven't pusly reached with this product.
Licensed Data

16. Is there a usage fee associated with the Licensdd product or is it all you can eat? Did this eswe stream grow in 05 and Q1 (
Our pricing model for Licensed Data is mainly a#ate. Pricing is based on the data points licenbedhumber of funds or databases covered,
and the level of distribution. We have a few cletitat have an enterprise-wide license that alkvem to access all of the data, but we charge

them a premium price for this broad data acces800b, revenue for Licensed Data increased by ab@t Product revenue
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continued to expand in the first quarter of 200haugh we haven't disclosed the specific growtie far the quarter.
I nvestment Consulting
17. In Investment Consulting, who are the major intititual customers?

We sell our consulting services primarily to inswra companies and asset management firms. Some lwfigstanding consulting clients
include companies such as Aegon, MetLife, and ING.

Hedge Fund Database

18. When will the hedge fund database be ready foass@
Our hedge fund database is already up and runmidgsecurrently offered through Morningstar Dirédte’re also offering hedge fund data as
part of our Licensed Data product. We’re continuiogxpand the number of hedge funds in our databad expect to offer hedge fund data to
accredited investors through several other Morriargsroducts later this year.
Institutional Segment

19. What are the largest products in the institutioeagment next to Licensed Data, Morningstar Dirant] Investment Consulting?

Some of the other major institutional products blase revenue are our retirement advice servicegsiment Profiles & Guides, and Licensed
Tools and Content.

20. [Question from Morningstar’'s annual meeting heldyVe8, 2006]: Of the 9,000 institutions you've esiied as the total market size
in the institutional market, what percentage ishe U.S.?

We estimate that approximately 40% of the institosi that we would consider potential clients (mamutual fund companies, insurance
companies, banks, and other asset managers) e United States, with the remainder in other rerkround the world.
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SIGNATURES

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

MORNINGSTAR, INC.
Date: June 2, 2006 By: /s/ Martha Dustin Boudc

Name: Martha Dustin Boudo
Title:  Chief Financial Office




