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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of
the Securities Exchange Act of 1934

Date of Report (Date of earliest event reportédgy 3, 2007

MORNINGSTAR, INC.

(Exact name of registrant as specified in its arart

lllinois 00(-51280 36-329790¢
(State or other jurisdictio (Commissior (I.LR.S. Employe
of incorporation’ File Number) Identification No.)

225 West Wacker Drive
Chicago, Illinois 60606
(Address of principal executive office (Zip Code)

(312) 696-6000
(Registrant’s telephone number, including area rode

N/A
(Former name or former address, if changed sirstadgport)

Check the appropriate box below if the Form 8-a{lis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions:

O Written communications pursuant to Rule 425 urkde Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 urttie Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Ride?(b) under the Exchange Act (17 CFR 240.140)2(
O

Pre-commencement communications pursuant to R3ged(c) under the Exchange Act (17 CFR 240.18%-4(




Item 2.02. Results of Operations and Financial Catition.*

On May 3, 2007, Morningstar, Inc. issued a preksase announcing its financial results for the fipgarter ended March 31, 2007.
A copy of the press release is attached heretxabiE99.1.

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

Exhibit No. Description

99.1* Press Release dated May 3, 2(

* The information furnished under Item 2.02 of thisr@nt Report on Form 8-K, including Exhibit 99i4 being furnished and shall not
be deemed to be “filed” for the purposes of SecliBrof the Securities Exchange Act of 1934, as amdifthe “Exchange Act”), or
incorporated by reference in any filing under tee8ities Act of 1933, as amended, or the Exch#mgeexcept as shall be expressly
forth by specific reference in such a filing.




SIGNATURES

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

MORNINGSTAR, INC.

Date: May 3, 2007 By: /s/ Martha Dustin Boudc

Name:Martha Dustin Boudo
Title: Chief Financial Officel




EXHIBIT INDEX

Exhibit No.  Description

99.1* Press Release dated May 3, 2(

* The information furnished under Iltem 2.02 of thisn@nt Report on Form 8-K, including Exhibit 99i4 being furnished and shall not
be deemed to be “filed” for the purposes of SecliBrof the Securities Exchange Act of 1934, as aleérfthe “Exchange Act”), or
incorporated by reference in any filing under tee8ities Act of 1933, as amended, or the Exch&mgeexcept as shall be expressly
forth by specific reference in such a filing.




Exhibit 99.1

-
MORNNGTR Mo

725 West Wacker Drive Telephone: +1 312 686-5000
Chicago Facsimile: +1 312 686-6004
llingis GDE0G

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 First-Quarter 2007 Finandal Results

CHICAGO, May 3, 2007-Morningstar, Inc. (NASDAQ: MORN), a leading providef independent investment research, today anremlits
first-quarter 2007 financial results. The compaggarted consolidated revenue of $95.4 million mfilst quarter of 2007, a 36% increase
from revenue of $70.1 million in the first quart#r2006. Morningstar’s first-quarter results inchad$12.2 million in revenue from
acquisitions made during 2006 and 2007. Consolidaperating income was $24.0 million in the firsger of 2007, an increase of 25%
compared with $19.2 million in the first quarteraff06. Morningstar’'s net income was $15.8 milliorthe first quarter of 2007, or 33 cents
per diluted share, compared with $13.4 million28rcents per diluted share, in the first quarte2Qii6.

Morningstar acquired Standard & Poor's mutual fdath business on March 16, 2007, and made threadgyisitions in 2006. Excluding
acquisitions and the impact of foreign currencystations, Morningstas' revenue increased 18% in the first quarter of728@reign currenc
translations had a positive impact of $0.4 milliorihe first quarter. Revenue excluding acquisgiiand foreign currency translations is a non-
GAAP measure; the accompanying financial tablesaiora reconciliation to consolidated revenue.

Joe Mansueto, chairman and chief executive offi€dorningstar, said, “Our acquisition of S&Pfund data business was the highlight of
quarter, and the integration is going very welleT3&P acquisition is already making contributiom®tir Institutional and Advisor busines:
particularly outside the United States, and weleaped with the progress we've made since we cdetpthis deal less than two




months ago. We've already re-branded many of tbdymt and client Web sites, and our data integnegiwuld be completed in July.

“In addition to growth from recent acquisitions raore business also continued to generate strayanpi growth. Investment Consulting and
Morningstar Advisor Workstation were the two lariggsvers behind the increase, while Morningstanand Licensed Data also made
important contributions,” Mansueto added. “Durihg fjuarter we also launched a new series of S8teck Baskets within Morningstar
Managed Portfolios, our fee-based discretionargtassinagement service for financial advisors.”

Key Business Drivers

Revenue: In the first quarter of 2007, revenue in the Undlial segment increased 26% compared with thedirarter of 2006; 10 percente
points of this increase came from acquisitions.dRee in the Advisor segment increased 19%, withr6gntage points of the increase
coming from acquisitions. Institutional segmentarwe increased 55%, of which 29 percentage poamedrom acquisitions.

Revenue from international operations was $15.6aniln the first quarter of 2007, an 85% incre&sen the same period a year ago.
International revenue included $5.1 million frongaisitions. Foreign currency translations had atpesimpact of $0.4 million on
international revenue, primarily driven by the atrth of European currencies. Excluding the impéeicguisitions and foreign currency
translations, international revenue increased agymiately 19% in the first quarter of 2007, compawveth the prior-year period. International
revenue excluding acquisitions and foreign curremagslations is a non-GAAP measure; the accompagrfimancial tables contain a
reconciliation to international revenue.

Operating Income Consolidated operating income was $24.0 miliiothe first quarter of 2007, a 25% increase frbm$ame period in
2006. Operating expense rose $20.5 million, or 4@%he first quarter of 2007 primarily becausénimfher compensation costs (including the
impact of additional headcount from acquisitiotsyher marketing expense, and other acquisitioatedl costs. Compensation-related
expense, excluding bonuses, increased $7.6 milin@inly because of staffing increases. Worldwidadeeunt increased to approximately
1,650 employees as of March 31, 2007, compared W60 as of March 31, 2006. This growth primardflects acquisitions and continued
hiring in the company’s development center in ChBanus expense increased $3.0 million in the gunakarketing expense increased by
$1.2 million, primarily because of significantlyganded direct mail campaigns to promote




annual publications such as terningstar® Stocks 500", Morningstar® Funds 500™, Morningstar® ETFs 150M, and theStocks,
Bonds, Bills, and Inflation Yearbo, which are published in the first quarter.

Because of the timing of acquisitions made in 2806 2007, Morningstar had additional expensesdrfitat quarter of 2007 that did not e»
in the same period in 2006. These expenses inaodetization of intangible assets related to adtois, which contributed $1.9 million to
the increase in operating expense in the quarerpatsourced product implementation expense fAitvice by Ibbotson service, which
increased by $1.2 million in the quarter. Becaldmison was acquired in March 2006, Morningstar&-fjuarter 2006 results only included
$0.1 million of this expense.

The company’s operating margin was 25.2% in trst §uarter of 2007, compared with 27.4% in the spar®d in 2006. Approximately 1.8
percentage points of this decline was due to highasrtization costs for intangible assets relabegcquisitions. Outsourced product
implementation expense for the Advice by Ibbotsenvise accounted for an additional 1.2 percentagetp of the change in margin.
Morningstar recognizes these product implementagigrenses as they are incurred; however, recogrufithe associated revenue does not
begin until product testing is complete. Higher keding expense and additional operating expense fezently acquired businesses also
contributed to the lower margin. Some of the aaqlilbusinesses have lower operating margins; howthecompany believes these margins
will improve over time as Morningstar integrateegh new businesses into its operations.

Free Cash Flow: Morningstar generated free cash flow of $6.4iomilin the first quarter of 2007, reflecting casbwided by operating
activities of $8.4 million and capital expenditusapproximately $2.0 million. Cash flow from opépns in the quarter reflects $35.3
million in bonus payments. Morningstar typicallyysadbonuses in the first quarter of each year. Assalt, cash flow from operations in the
first quarter tends to be lower compared with sgheat quarters.

Free cash flow decreased by approximately $2.6anjlbecause of a $1.1 million increase in cagitglenditures related to computer
hardware and for design work related to the comjzamgw U.S. headquarters building. In addition hcBew from operations decreased $1.5
million year over year because of a $12.8 millincrease in bonus payments, which was largely offfgéthe favorable cash flow impact of
net income adjusted for non-cash items and incsgasgccounts payable and accrued liabilities. Eesh flow is a non-GAAP measure; the
accompanying financial tables contain a




reconciliation to cash provided by or used for agieg activities. Morningstar defines free cashwflas cash provided by or used for operating
activities less capital expenditures.

As of March 31, 2007, Morningstar had cash, caslivadpnts, and investments of $121.8 million, conaplawith $163.8 million as of Dec.

31, 2006. The decrease primarily reflects $52.0ianilpaid in March 2007 to acquire Standard & Psanutual fund data business (reflecting
a purchase price of $55 million, subject to possitig adjustments, less cash acquired of $3.0am)lliin addition, the company made $35.3
million of annual bonus payments in the first qaadf 2007.

Business Segment Performance

Individual Segment: The largest product in this segment based omreyés the company’s U.S.-based Web site for iddiai investors,
Morningstar.con? . The Individual segment also idelsi MorningstaP Equity Research and several pridtonline publications.

* Revenue was $24.1 million in the first quarter 802, a 26% increase from $19.1 million in the fgatrter of 2006.

»  Acquisitions contributed revenue of $2.0 milliontke Individual segment in the first quarter, thajonity of which reflects new
revenue from Aspect Huntley.

*  Morningstar.com, including Premium Membership amiginet advertising sales, as well as Equity Rebedimove most of the
increase in organic revenue. The first quarterggadshow more sales activity for Premium Membegrsim Morningstar.com and
other products such &orningstar Stocks 500Morningstar Funds 500and theStocks, Bonds, Bills, and Inflation Yearbgaetkhich
are reference guides that the company publishes ayear.

»  Operating income was $5.3 million in the first geanf 2007, a 4% decrease from $5.6 million inghier-year period. Operating
expense increased in 2007 because of higher magkgpiending for annual publications sold in thstfijuarter and the impact of
acquisitions, primarily Aspect Huntley.

*  Operating margin was 22.1% in the first quarte2@®7, compared with 29.1% in the first quarter @& Approximately half of the
margin decline was due to an increase in marketkmgnse as a percentage of revenue; the acquisftidspect Huntley also
contributed to the lower margin.

Advisor Segment: The largest products in this segment based anrevare Morningst&  Advisor Workstatidh , Morrsitag® Principia
®, and MorningstaP? Managed Portfoligh

*  Revenue was $26.0 million in the first quarter 802, a 19% increase from $21.8 million in the sgmeod in 2006.

*  Acquisitions contributed revenue of $1.4 millionthe Advisor segment in the first quarter, the mgjf which reflects revenue
from Ibbotson.

*  Morningstar Advisor Workstation drove most of thewth in organic revenue. Total licenses for Mogsitar Advisor Workstation
in the United States increased to 160,014 as otMat, 2007, compared with 121,849 in the priorysaiod.




*  Operating income was $6.9 million in the first geaof 2007, an increase of 13% compared with #@ltlon in the first quarter of
2006.

*  Operating margin was 26.4% in the first quarte2@®7, compared with 28.0% in the first quarter @9&

Institutional Segment: The largest products and services in this seglmsed on revenue are Investment Consulting, Léezebata™ |
Retirement Advice (including Advice by Ibbots®n davorningsta® Retirement Managét ), Licensed Taold Content, Morningstar
DirectSM | Investment Profile®" & Guides, and Morritagy EnCorf .

* Revenue was $47.4 million in the first quarter 802, a 55% increase from $30.6 million in the fgatrter of 2006.

* Acquisitions contributed revenue of $8.8 milliontke Institutional segment in the first quarteg thajority of which was from
Ibbotson and Standard & Poor’s fund data business.

* Investment Consulting was the primary contributoredvenue growth, and Licensed Data and Mornind3ita&ct also made
meaningful contributions to the increase in orgamienue.

*  Operating income was $14.9 million in the first geaof 2007, an increase of 72%, from $8.7 milliorthe same period in 2006.

*  Operating margin was 31.5% in the first quarte2@®7, compared with 28.4% in the prior-year peribite increase was largely
driven by continued growth in higher-margin sergicguch as Investment Consulting.

About Morningstar, Inc.

Morningstar, Inc. is a leading provider of indepentiinvestment research in the United States anthjor international markets. The
company offers an extensive line of Internet, saftty and print-based products and services fovihails, financial advisors, and
institutions. Morningstar provides data on morentB80,000 investment offerings, including stockstuml funds, and similar vehicles. The
company has operations in 16 countries and minoritgership positions in companies based in threeratountries.

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 other factors ey cause our actual results, levels of actiyagrformance, or achievements to be materiallyecsfit
from any future results, levels of activity, perf@nce, or achievements expressed or implied by tleeward-looking statements. In some cases, you ¢
identify forward-looking statements by the use afréls such as “may,” “could,” “expect,” “intend,” lqn,” “seek,” “anticipate,” “believe,” “estimate,”
“predict,” “potential,” or “continue” or the negat of these terms or other comparable terminol¥gy should not place undue reliance on forward-logk
statements because they involve known and unknisks, runcertainties, and other factors that arepme cases, beyond our control and that could
materially affect actual results, levels of actiyperformance, or achievements.

Other factors that could materially affect actwuits, levels of activity, performance, or achiaeats can be found in Morningstar’s filings witte th
Securities and Exchange Commission, including Magsiiar’'s Annual Report on Form 10-K for the yeattehDec. 31, 2006. If any of these risks or
uncertainties materialize, or if our underlyinguasgtions prove to be incorrect, actual results ey significantly from what we projected. Any foawvd-
looking statement you read in this press relea$ects our current views with respect to futurerggeand is subject to these and other risks, umiogds, and
assumptions relating to our operations, resultgpefations, growth strategy, and liquidity. We asswo obligation to publicly update or revise these
forward-looking statements for any reason, whetisea result of new information, future events,tbeowise.




Non-GAAP Financial Measures

To supplement Morningstar’s consolidated finanstatements presented in accordance with U.S. Ggnaxepted Accounting Principles (GAAP),
Morningstar uses the following measures considasagon-GAAP by the Securities and Exchange Comanissree cash flow, consolidated revenue
excluding acquisitions and foreign currency tratsites (organic revenue), and international revesxguding acquisitions and foreign currency tratisies.

Morningstar presents free cash flow solely as mpphtal disclosure to help investors better undedshow much cash is available after Morningstandp
money to operate its business. Morningstar usescfish flow to evaluate the performance of itsrimss. Free cash flow should not be considered an
alternative to any measure of performance as prgabed under GAAP (such as cash provided by (usg@perating, investing, and financing activitiesyy
should this data be considered an indicator of Mgstar’s overall financial performance or liquidiAlso, the free cash flow definition used by Miogstar
may not be comparable to similarly titled measuep®rted by other companies. For more informatiorfiree cash flow, please see the reconciliatiomfro
cash provided by operating activities to free démlv included in the accompanying financial tablédorningstar presents consolidated revenue exefudi
acquisitions and foreign currency translations §oig revenue) and international revenue excludagyisitions and foreign currency translations beeahe
company believes these non-GAAP measures helptorgdsetter compare period-to-period results. Foreninformation, please see the reconciliation
provided in the accompanying financial tables.

HAH

© 2007 Morningstar, Inc. All rights reserved.




Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Statements of Ino®

Three months ended March 31

(in thousands, except per share amount: 2007 2006 change
Revenue $ 95447 $  70,06C 36.2%
Operating expense(1

Cost of goods sol 25,85t 18,672 38.5%

Developmen 8,05¢ 6,091 32.2%

Sales and marketir 16,72¢ 11,66( 43.5%

General and administratiy 16,08¢ 12,03z 33.7%

Depreciation and amortization 4,695 2,40€ 95.1%

Total operating expense 71,42( 50,862 40.4%

Operating income 24,027 19,19¢ 25.2%
Operating margir 25.2% 27.4% (2.2) pp
Non-operating income (expens:

Interest income, ne 1,74¢ 1,05¢ 65.2%

Other expense, net (236) (126) 87.3%

Non-operating income, net 1,513 933 62.2%

Income before income taxes, equity in net incomenaonsolidated entities, and

cumulative effect of accounting chan 25,54( 20,131 26.9%
Income tax expens 10,291 7,59¢ 35.4%
Equity in net income of unconsolidated entities 537 647 (17.0%)
Income before cumulative effect of accounting cleang 15,78¢ 13,18C 19.8%
Cumulative effect of accounting change, net of medax expense of $171(2) — 259 NMF
Net income $ 15,78¢ $ 13,43¢ 17.5%

Basic income per shar

Basic income per share before cumulative effeeicobunting chang $ 037 $ 0.33
Cumulative per share effect of accounting change — —
Basic net income per share $ 037 $ 0.33
Diluted income per shar
Diluted income per share before cumulative effé@azounting chang $ 033 $ 0.28
Cumulative per share effect of accounting change — 0.01
Diluted net income per share $ 033 $ 0.29
Weighted average common shares outstani
Basic 42,401 40,35t
Diluted 47,381 46,424
Three months ended March 31
2007 2006
(2) Includes stoc-based compensation expense
Cost of goods sol $ 338 $ 272
Developmen 253 114
Sales and marketir 299 126
General and administrative 1,444 1,422
Total stock-based compensation expense $ 2334 $ 1,934

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

NMF — Not meaningful, pp — percentage points




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

Three months ended March 31

2006 change
Revenue 100.C% 100.C% —
Operating expense (1
Cost of goods sol 27.1% 26.7% 0.4pp
Developmen 8.4% 8.7% (0.3)pp
Sales and marketir 17.5% 16.6% 0.9pp
General and administrati\ 16.9% 17.2% (0.3)pp
Depreciation and amortization 4.9% 3.4% 1.5pp
Total operating expense (2) 74.8% 72.6% 2.2pp
Operating margin 25.2% 27.4% (2.2)pp
Three months ended March 31
2007 2006 change
(2) Includes stoc-based compensation expense
Cost of goods sol 0.4% 0.4% —
Developmen 0.3% 0.2% 0.1pp
Sales and marketir 0.3% 0.2% 0.1pp
General and administrative 1.5% 2.0% (0.5)pp
Total stock-based compensation expense (2) 2.4% 2.8% (0.4)pp

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




Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Statements of Caftows

Three months ended March 31

($000) 2006
Operating activities
Net income $ 15,78 $  13,43¢
Adjustments to reconcile net income to net cashglfrom operating activitie:
Cumulative effect of accounting chan — (259)
Depreciation and amortizatic 4,69t 2,40€
Deferred income tax bene (704) (565)
Stocl-based compensation expel 2,334 1,934
Equity in net income of unconsolidated entit (537) (647)
Excess tax benefits from stock option exerc (2,132 (2,689)
Other, ne 37 97
Changes in operating assets and liabilities, neffetts of acquisition:
Accounts receivabl (7,582 (886)
Other asset 1,243 1,15C
Accounts payable and accrued liabilit 2,262 (2,419
Accrued compensatic (26,297) (14,190
Deferred revenu 11,021 5,82E
Income taxes payab 8,457 6,267
Other liabilities (203) 454
Cash provided by operating activities 8,384 9,917
Investing activities
Purchases of investmer (23,46)) (26,050
Proceeds from sale of investme 29,54¢ 52,371
Capital expenditure (2,990 (859)
Acquisitions, net of cash acquir (52,130 (86,274
Other, net (3) (300)
Cash used for investing activities (48,039 (61,106€)
Financing activities
Proceeds from stock option exerci: 1,574 4,594
Excess tax benefits from stock option exercises 2,132 2,68¢
Cash provided by financing activities 3,70€ 7,288
Effect of exchange rate changes on cash and casbatnts 27 (71)
Net decrease in cash and cash equiva (35,927 (43,977)
Cash and cash equivalents — Beginning of period 96,14( 92,367
Cash and cash equivalents — End of period $ 60,21¢ $ 48,39(

Reconciliation from cash provided by operating actiities to free cash flow (a non-GAAP measure):

Three months ended March 31

($000) 007 2006
Cash provided by operating activiti $ 8,384 $ 9,917
Less: Capital expenditures (1,990 (859
Free cash flow $ 6,394 $ 9,05¢




Morningstar, Inc. and Subsidiaries
Unaudited Condensed Consolidated Balance Sheets

March 31, December 31
($000) 2007 2006
Assets
Current asset:
Cash and cash equivalel $ 60,21¢ $  96,14C
Investment: 61,58t 67,611
Accounts receivable, n 81,34: 65,17¢
Other 10,27¢ 8,557
Total current assets 213,421 237,48¢
Property and equipment, r 15,692 15,86¢
Investments in unconsolidated entit 18,85( 18,65¢
Goodwill 120,75¢ 86,68(
Intangible assets, n 106,63« 72,841
Deferred tax asset, n 15,47¢ 13,78¢
Other assets 725 2,51€
Total assets $ 49155¢ $ 447,83¢
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable and accrued liabilit $ 2637 $ 21,014
Accrued compensatic 25,04¢ 40,85¢
Income tax payabl 8,17C 1,62C
Deferred revenu 129,09¢ 100,52¢
Deferred tax liability, ne 644 1,26€
Other 5,777 2,182
Total current liabilities 195,10¢ 167,46
Accrued compensatic 4,67¢ 7,591
Other long-term liabilities 3,14¢ 3,361
Total liabilities 202,93¢ 178,41t
Total shareholders’ equity 288,621 269,42
Total liabilities and shareholders’ equity $ 49155¢ $ 447,83¢
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Morningstar, Inc. and Subsidiaries
Segment Information

Three months ended March 31

($000) 2007 2006 change
Revenue
Individual $24,061 $19,12¢ 25.8%
Advisor 25,971 21,75C 19.4%
Institutional 47,352 30,572 54.9%
Eliminations (1,943 (1,390 39.8%
Consolidated revenue $95,447 $70,06( 36.2%
Revenue— U.S. $79,861 $61,63¢ 29.6%
Revenue— International $15,58¢ $ 8,42z 85.1%
Operating income (loss)1)
Individual $ 5326 $ 5,56z (4.2%)
Advisor 6,86€ 6,082 12.9%
Institutional 14,92z 8,69t 71.6%
Corporate items and eliminations (3,000 (1,14) 170.6%
Consolidated operating income $24,027 $19,19¢ 25.2%
Operating margin( 1)
Individual 22.1% 29.1% (7.0)pp
Advisor 26.4% 28.0% (1.6)pp
Institutional 31.5% 28.4% 3.1pp
Consolidated operating marc 25.2% 27.4% (2.2)pp

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

As of March 31

2007 2006 % change
Our employees
Worldwide headcount (approxima 1,65C 1,25C 32.0%
Number of U.S. stock analys 96 85 12.9%
Number of worldwide stock analys 113 85 32.8%
Number of U.S. fund analys 27 27(2) —
Number of worldwide fund analys 51 a7 8.5%
Our business
Morningstar.com Premium subscriptic 171,70¢ 155,50¢ 10.4%
Registered users for Morningstar.com (U 4,970,28(  4,498,40( 10.5%
U.S. Advisor Workstation licenst 160,01« 121,84¢ 31.3%
Principia subscription 48,33¢ 49,26¢ (1.9%)
Morningstar Direct license 1,50¢ 1,09z 37.7%
Assets under management for Morningstar Manageifiditos $ 19bil $ 1.5bil 26.7%
Assets under management for managed retirementiats $ 10.1bil $  6.0bil 68.3%
Morningstar Associate $ 0.8bil $ 0.4bil 100.0%
Ibbotson Associates (; $ 9.3bil $ 5.6bil 66.1%
Assets under advisement for Investment Consu $ 70.6bil $ 37.0bil 90.8%
Morningstar Associate $ 44.2bil $ 27.9bil 58.4%
Ibbotson Associates (; $ 26.4bil $ 9.1bil 190.1%

(1) Revised
(2) Ibbotson Associates was acquired on March @620

Three months ended March 31

($000) 2007 2006
Effective income tax expense rate
Income before income taxes, equity in net incomenansolidated entities, and cumulative effect of
accounting chang $ 2554C $ 20,131
Equity in net income of unconsolidated entities 537 647
Total $ 26,077 $  20,77¢
Income tax expense $ 10,291 $ 7,59¢
Effective income tax expense r: 39.5% 36.6%




Morningstar, Inc. and Subsidiaries
Reconciliations of Non-GAAP Measures with the Neard Comparable GAAP Measures

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

Three months ended March 31

($000) 2007 2006 % change
Consolidated revent $95,447 $70,06( 36.2%
Less: acquisition (12,159 — NMF
Less: impact of foreign currency (397) — NMF
Revenue excluding acquisitions and foreign currerayslations $82,89¢ $70,06C 18.3%

Reconciliation from international revenue to inegional revenue excluding acquisitions and foreigrency translations:

Three months ended March 31

($000) 2007 2006 % change
International revenu $ 1558¢ $ 8,42z 85.1%
Less: acquisition (5,147) — NMF
Less: impact of foreign currency (397) — NMF
International revenue excluding acquisitions anéif currency translations $ 10,042 $ 8,422 19.2%

Morningstar includes revenue of acquired busineissiés financial results from the date of acqudsit
As a result, revenue from acquisitions in the fipsarter of 2007 represents incremental revenuajeced
with the first quarter of 2006) from the followimgquisitions, which occurred in 2006 and 2007:

Acquisition 2007 Revenue from Acquisition:

Ibbotson Associates, In January and February 20

Aspect Huntley Pty Limite: January through March 20!

Hedge fund and separate account database divitlomestorForce, Inc January through March 20!

Standard & Poc's fund data busine: March 16, 2007 through March 31, 2C
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