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large accelerated filer” in Rule 12b-2 of the Exutpa Act. (Check one):

Large Accelerated filer4 Accelerated fileEl Non-accelerated filérl
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Actyes O No M
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Forward-Looking Statements

This Report on Form 10-K contains forward-lookingtements pursuant to the safe harbor provisiotiseoPrivate Securities Litigation
Reform Act of 1995. When used in this Report, tloeds “believe,” “expect,” “could,” “may,” “would”;will” and similar words are intended
to identify forward-looking statements. These ford#noking statements relate to the Company’s ippnospects, developments and business
strategies and include, without limitation, the Qxamy’s belief in its ability to drive growth by furthpenetrating its existing customer base
by expanding its role in targeted geographies aglden-growth segments of the global payments ingiushhancing its merchant relationships,
maintaining unsurpassed acceptance and continaimyést in its brands and increasing its volumbuginess with key customers over time.
Many factors and uncertainties relating to our apens and business environment, all of which @fecdlt to predict and many of which are
outside of our control, influence whether any fore+poking statements can or will be achieved. Ang of those factors could cause our
actual results to differ materially from those eegsed or implied in writing in any forward-lookistatements made by MasterCard or on its
behalf. We believe there are certain risk factbed aire important to our business, and these aaulde actual results to differ from our
expectations. Please see a complete discussibiesé tisk factors in Item 1A—Risk Factors of tlaport.

In this Report, references to the “Company,” “MaSerd,” “we,” “us” or “our” refer to the MasterCatatand generally, and to the
business conducted by MasterCard Incorporatedtarmbnsolidated subsidiaries, including our priatipperating subsidiary, MasterCard
International Incorporated (d/b/a MasterCard Woitbky.

Item 1. Business
Overview

MasterCard is a leading global payment solutiomamany that provides a variety of services in suppbthe credit, debit and related
payment programs of nearly 25,000 financial intitttus who are our customers. Through our threedid¢rusiness model as franchisor,
processor and advisor, we develop and market paysoéutions, process payment transactions, andgeamonsulting services to our
customers and merchants. We manage a family ofkmelvn, widely accepted payment card brands, inotyuiasterCar®, MasterCard
Electronic™, Maestr@ and Cirrus®, which we license to our customers. As part of agamg these brands, we also establish and enfakes r
and standards surrounding the use of our paymedtsgatem. We generate revenues from the feesvihaharge our customers for providing
these transaction processing and other paymeriedetervices (operations fees) and by assessingugtomers based on the dollar volume of
activity on the cards that carry our brands (assesss).

A typical transaction processed over our systerolires four parties in addition to us: the cardhgltlee merchant, the issuer (the
cardholder’s bank) and the acquirer (the merchdratisk). Consequently, the payment system we opiratten referred to as a “four-party”
payment system. Our customers are the financititutisns that act as issuers and acquirers. Usurgransaction processing services, issuers
and acquirers facilitate payment transactions betveardholders and merchants throughout the wortiding merchants with an efficient
and secure means of receiving payment, and conswuandrbusinesses with a convenient payment meftadstaccepted worldwide. We
guarantee the settlement of many of these tramsectimong our customer financial institutions teuga the integrity of our payment system.
In addition, we undertake a variety of marketingj\uites designed to maintain and enhance the vafuwir brands. However, cardholder and
merchant relationships are managed principally loycoistomers. Accordingly, we do not issue carggrel credit to cardholders, determine
the interest rates (if applicable) or other feearghd to cardholders by issuers, or establish #remant discount charged by acquirers in
connection with the acceptance of cards that caurbrands.

Our business has a global reach and has experisigr@ticant growth. Gross dollar volume (“GDV”) aards carrying the MasterCard
brand as reported by our customers was approxiynd®etrillion in 2006,

3



Table of Contents

a 15.7% increase in U.S. dollar terms over the G&ported in 2005. In 2006, we processed 16.1 hilifansactions (including 3.2 billion PIN-
based online transactions), a 17.5% increase beenumber of transactions processed in 2005.

We believe the trend within the global paymentastdy from paper-based forms of payment, such sis aad checks, toward electronic
forms of payment, such as cards, creates signifmaportunities for the continued growth of our iness. Our strategy is to continue to grow
by further penetrating our existing customer bagklkay expanding our role in targeted geographieshagher-growth segments of the global
payments industry (such as premium/affluent andamtless cards, corporate payments, and debitareitng our merchant relationships,
maintaining unsurpassed acceptance and continoiimyést in our brands. We also intend to purseesimental payment processing
opportunities in the European Union in connectioththe implementation of the Single European Paymeea (“SEPA”) initiative and in
certain other countries. We are committed to priogidur key customers with coordinated servicesugh integrated, dedicated account teams
in a manner that allows us to capitalize on oureebge in payment programs, brand marketing, prodeeelopment, technology, processing
and consulting services for these customers. Bgsting in strong customer relationships over timg{term, we believe that we can increase
our volume of business with key customers over tiamel in support of this strategy, we are hirinditinal resources and developing sales
other personnel.

We operate in a dynamic and rapidly evolving lemyad regulatory environment. Accordingly, we haweethheightened regulatory
scrutiny, particularly with respect to interchariges, and legal challenges in recent years. Indegd fees, which represent a sharing of
payment system costs among acquirers and issuess Heen the subject of increased regulatory sgratid litigation as card-based forms of
payment have become relatively more important ¢alleconomies. Although we establish certain iftange rates and collect and remit
interchange fees on behalf of our customers edtideeceive them, we do not earn revenues fordhtage fees. However, if issuers cannot
collect interchange fees or receive reduced intergh fees, this could reduce the number of finhimsttutions willing to participate in a four-
party payment card system such as ours, lowerisap@nce, lower overall transaction volumes, anavake proprietary end-tend networks ¢
other forms of payment more attractive. Issuershtrédso decide to charge higher fees to cardhagltleeseby making our card programs less
desirable and reducing our transaction volumespaafitability, or attempt to decrease the experfgheir card programs by seeking a
reduction in the fees that we charge. We are alposed to a variety of significant lawsuits in aaidi to those relating to interchange fees,
including federal antitrust claims, and claims unstate unfair competition statutes. See “Risk éi@et-Legal and Regulatory Risks” in Part I,
Item 1A of this Report.

MasterCard Incorporated was incorporated as a Bkaatock corporation in May 2001. We conduct ausifess principally through
MasterCard Incorporated’s principal operating sdiasy, MasterCard International Incorporated (“M&§tard International”), a Delaware
membership corporation that was formed in Novenil®&6. Our financial institution customers are galigprincipal members of MasterCard
International, who participate directly in Master@#nternational’s business, or affiliate memberMasterCard International, who participate
indirectly in MasterCard International’s businesotigh a principal member. In May 2006, we completelan for a new ownership and
governance structure, including the appointmerat néw Board of Directors comprised of a majoritywéctors who are independent from our
financial institution customers and the establishieé a charitable foundation incorporated in Canakhe MasterCard Foundation (“the
Foundation”). Part of this plan included the contiple of an initial public offering of a new class@mmon stock (the “IPO”). Prior to our
change in governance and ownership structure,dhmrmon stock of MasterCard Incorporated was owneprimgcipal members of MasterCard
International.

Under the new ownership and governance structurepr@vious stockholders retained a 41% equityréstein the Company through
ownership of a new non-voting Class B common stotlddition, previous stockholders received alsispare of Class M common stock that
has no economic rights but provides certain votiglts, including the right to elect up to threeMdisterCard’s directors (but not more than
one quarter of the total number of directors) andgprove specified significant corporate actions.
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We also issued 66,134,989 shares of a new votiagsGA common stock to public investors throughl@ which closed in May 2006.
These public investors hold shares representingoappately 49% of our equity and 83% of our geneting power. Additional shares of
Class A common stock, representing approximate® 0 our equity and 17% of our voting rights, hdeen issued as a donation to the
Foundation.

We used all but $650 million of our net proceedsrfithe IPO (including any proceeds received pursigathe underwriters’ option to
purchase additional shares) to redeem a numbéraoés of Class B common stock from our previouskstolders, which was equal to the
aggregate number of shares of Class A common satkve issued to investors in the IPO (including shares sold pursuant to the
underwriters’ option to purchase additional shaeeg) contributed to the Foundation. We intend ®the remaining proceeds to increase our
capital, defend ourselves against legal and regylahallenges, and expand our role in targetediggahies and higher growth segments of the
global payments industry, and for other genergbarate purposes. However, we have not determiredrtiounts of such remaining proceeds
that are to be allocated to these purposes.

Our Industry
We operate in the global payments industry, whimhsésts of all forms of payment including:

. Pape—cash, personal checks, money orders, official chetcavelers cheques and other p-based means of transferri
value;

. Cards—credit cards, charge cards, debit cardsu@iyy Automated Teller Machine (“ATM”) cards), séorvalue cards and
other types of cards; al

. Other Electroni—wire transfers, electronic benefits transfers antbfated Clearing House payments, among ot
The most common catdlased forms of payment are general purpose catdshware payment cards carrying logos that perridesprea

usage of the cards within countries, regions ourdahe world. General purpose cards have diffeattributes depending on the type of
accounts to which they are linked:

. “pay late” cards, such as credit or charge cards, typicattgssa credit account that either requires payofehe full balance
within a specified period (a charge card) or trehpits the cardholder to carry a balance in a rérglcredit account (a credit
card);

. “pay nov” cards, such as debit cards, typically access amigheposit or current account maintained by thdtealder; anc

. “pay befor” cards, such as prepaid or electronic purse campisally access a pool of value previously func

The primary general purpose card brands includeév@ard, Visa, American Express, JCB, Diners Cluth Riscover. Historically, the:
brands—including MasterCard—were principally asated with “pay later” (credit or charge) cardshe United States and other major
international markets. Today, MasterCard (and Viésagls may be issued in any of the “pay later,’y‘paw” or “pay before” categories.

“Pay Now” cards may be further categorized intoesal/'sub-segments:

. Signatur-based debit cards are cards where the primary nefaasdholder validation at the point of s¢*POS") is for the
cardholder to sign a sales receipt and where tctinsadata is exchanged in two discrete messagesf(m authorization and
another for clearing). MasterCard and \-branded cards constitute the majority of sign-based debit card

. PIN-based debit cards are cards for which cardhold=merglly enter a personal identification numt*PIN") at a PO¢
terminal for validation and transaction data istexgyed through a single message with the initidaization. The primary
PIN-based debit card brands are Maes
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Electron and Interlink and various regional or doy-specific PIN-based debit brands, such as Star, Pulse, NYCEtaedsan
the United States, Interac in Canada and EFTP@&istralia. The MasterCard brand also functions BNabased debit brand
in the United State:

. Cash access cards, such as Cirrus-branded cagdsgrais which permit cardholders to obtain casicypally at ATMs by
entering a PIN. In addition to Cirrus, the primapsh access card brands are Plus and the PIN-ttebichetwork brands
referenced abovi

Regional and domestic/local PIN-based debit brameshe primary brands in many countries. In theaekets, issuers have historically
relied on the Maestro and Cirrus brands (and the &hd Interlink brands) to enable crasseer transactions, which typically constituteraal
portion of overall volume.

In addition to general purpose cards, private labells comprise a significant portion of all cassséd forms of payment. Typically,
private label cards are issued by a merchant (@a@hdepartment store or gasoline retailer), andeaused only at the issuing merchant’s
locations.

Payment card transactions are generally charaetk&g “offline” or “online.” Offline transactionavolve the exchange of transaction
data in two discrete messages (one for authorizatnol another for clearing) and typically requive tardholder to sign a sales receipt. In
contrast, online transactions only require the erge of transaction data through a single messébehve initial authorization and are
typically initiated by entry of a PIN at the PO$nténal or ATM.

Payment Services

We provide transaction processing and other paymatated services to our customers. In connectiitin these services we also deploy
dedicated customer relationship management teams tkey customers to bring them customized sabstiouilt upon our expertise in paym
programs, brand marketing, product developmenhrglogy, processing and consulting services.

Processed Transactions and GDV

We generate revenues from the fees we charge stomaers for providing transaction processing ahemopayment-related services.
These fees are typically transaction-based anddieclees for authorization, clearing and settleméfgt also earn revenues by charging our
customers assessments based on the GDV of adiivitlye cards that carry our brands. Accordingly,remenues are impacted by the number
of transactions that we process and the use o§ @analying our brands. The tables below provideesorformation regarding GDV, which is a
key driver of our revenues.

The MasterCard-Branded GDV table below providesrimiation regarding the GDV for all MasterCard-bragidard programs
(excluding Cirrus and Maestro) and MasterCard ti@nlil charge card programs in each of our regionthé years ended December 31, 2006
and 2005. Growth rates are provided on both a dblar and local currency basis for the periodsdated. GDV represents the aggregate
dollar amount of purchases made and cash disburdemletained with MasterCard-branded cards anddied the impact of balance transfers
and convenience checks.
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MasterCard Branded GDV @)

($ in billions)
Year-over-Year Growth
Year Ended Local Year Ended

December 31, 20C U.S.$ Currency @ December 31, 20C
All MasterCard Branded Programs
Asia/Pacific $ 28€ 9.C% 7.7% $ 262
Canade 75 21.¢ 14.2 61
Europe 52C 14.¢ 13.€ 45¢
Latin America 12€ 28.2 26.1 98
South Asia/Middle East Afric 3C 40.7 46.C 22
United State:! 91¢ 15.7 15.7 79t
Worldwide 1,95¢ 15.7 14.¢€ 1,69(
All MasterCard Credit and Charge

Programs ®

Asia/Pacific $ 274 6.2% 5.1% $ 25¢
Canade 74 21.t 14.C 61
Europe 411 16.C 15.1 354
Latin America 62 34.¢ 29.5 46
South Asia/Middle East Afric 23 28.2 33.Z 18
United State: 61C 6.C 6.C 57¢
Worldwide 1,45t 10.¢ 9.9 1,31¢

Note that the figures in the preceding table maysom due to rounding

(1) GDV generated by Maestro and Cirrus cards aténcluded. The data set forth for GDV is deriiezm information provided by
MasterCard members and includes information witipeet to MasterCard-branded transactions thatarprocessed by MasterCard and
for which MasterCard does not earn significant nexes. All data is subject to revision and amendrhgnitlasterCard’s members
subsequent to the date of its release, which mdsand amendments may be mate

(2) Local currency growth eliminates the impact of emgy fluctuations and represents local market perdoce.

(3) GDV generated by MasterCi-branded debit cards is not includ:

Transaction Processing

Introduction. We operate a system that links issuers andir@rg around the globe for transaction processérgices and, through
them, permits MasterCard cardholders to use tledscat millions of merchants worldwide. A typit@nsaction processed over our system
involves four participants in addition to us: issu@he cardholders’ banks), acquirers (the menshéanks), merchants and cardholders. The
following diagram depicts a typical point-of-sakrd transaction.



Table of Contents

Typical Point of Sale Card Transaction

(C) Acquirer i 'r-;rm:u?é"rﬁ (D) Issuer
(merchent's benk) :cﬂrdhulder s hanh]
Er'!u"'w
L] mbth:llﬂ (=t e ig ]
\ 2 /
Eetuem ent Bank |

mlmm

(B) Merchant —— (A) Cardholder

In a typical transaction, a cardholder (A) purclsageods or services from a merchant (B) using @. éfter the transaction is authorized
by the issuer (D) using our network, the acqui@rgays the amount of the purchase, net of a digctthe merchant. This discount, which
we refer to as the merchant discount, takes intsideration the amount of the interchange fee destibelow. The issuer pays the acquirer an
amount equal to the value of the transaction mamnysinterchange fee and posts the transactioretoatdholder’s account. Our rules generally
guarantee the payment of transactions using Maatdrfiranded cards and certain transactions usimgsCand Maestrranded cards betwe
issuers and acquirers.

For participants in a four-party payment systera,@honomics of a card transaction to our companywalely depending on such
factors as whether the transaction is domestic, (&itds domestic, the country in which it takgkace) or cross-border, whether it is a point-of-
sale purchase transaction or cash withdrawal, drethver the transaction is processed over MasteiCaetivork or is handled solely by a
financial institution that is both the acquirer fbe merchant and the issuer to the cardholdefofaus” transaction).

A significant portion of the merchant discount engrally paid from the acquirer to the issuer mfttrm of an interchange fee. The
balance of the merchant discount is retained bydugiirer to cover its costs and profit margin. kicers may charge merchants processing
related fees in addition to the merchant discosstiers may also charge cardholders fees for @insaction, including, for example, fees for
extending revolving credit. As described below,aharge issuers and acquirers operational feessmadsments for the services we provide
them.

Interchange fees represent a sharing of a porfipayment system costs among the financial ingitst participating in a four-party
payment card system such as ours. Generally, dage fees are collected from acquirers and passssuers to reimburse the issuers for a
portion of the costs incurred by them in providsegvices which benefit all participants in the systincluding acquirers and merchants. In
some circumstances, such as cash withdrawal trimissicthis situation is reversed and interchargs fare paid by issuers. We establish
default interchange fees that apply when theramarether interchange fee arrangements in placedsgtwan issuer and an acquirer. We
administer the collection and remittance of intaroife fees through the settlement process; howereeatp not earn revenues from them. As
noted above, interchange fees are a significanpooent of the costs that merchants pay to accemeat cards and are subject to regulatory
or legal challenges in a number of jurisdictions ®e devoting substantial management and finaresalrces to the defense of interchange
fees and to the other legal and regulatory chadlenge face. See “Risk Factors—Legal and Regul&®dslys” in Part 1, Item 1A of this Report.

MasterCard Revenue Sources MasterCard generates revenues by chargingaction processing and related fees and GDV anti car
based assessments to both issuers and acquireas. &jgregate basis, we earned approximately 78f13dr revenues in connection with
operations fees and approximately 26.9% of our
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revenues in connection with assessments in 2008)06, on an aggregate basis, we earned approxné®td % of our revenues in connection
with operations fees and approximately 33.9% ofremenues in connection with assessments. Opesde@s are typically transaction-based
and include core authorization, clearing and settiet fees, cross-border and currency conversia) fedtch fees, connectivity fees and other
operations fees, such as acceptance developmentfaming bulletins, holograms, fees for comple&apoograms, and user-pay fees for a
variety of transaction enhancement services. Reslzatd incentives, which are paid to customers asrtmants to encourage issuance and
acceptance of our cards, are recorded as contegiies in accordance with Accounting Principles @ahyeAccepted in the United States of
America (“GAAP”). See “Management’s Discussion a&uthlysis of Financial Condition and Results of Gyiiems—Revenues” in Part I,

Item 7 of this Report.

On a global basis, we generate a majority of ouemee from issuers; however, revenue growth caattbibuted to both issuers and
acquirers. The allocation of our revenues betwemmaiions fees and assessments and among issdeasaarirers varies across our regions.
Issuers typically pay operations fees and assegsmfsequirers principally pay assessments on GDVands and, to a lesser extent, certain
operations fees.

Generally, we process the majority of MasterClaralhded domestic transactions in the United St#tedJnited Kingdom, Canada, Bre
and Australia. We process substantially all cromsdér transactions using MasterCard, Maestro amdi$sbranded cards. We charge relatively
higher operations fees for settlement, authorinadiiod switch fees on cross-border transactionsani cross-border revenues as well as
currency conversion revenues if the transactiogaire conversion between two different currend@gerations fees for offline debit
transactions, which are generally signature-baséit transactions, are priced similar to credihs$actions. Operations fees for processing
domestic online debit transactions are pricedsimdlar manner as domestic offline debit and craditsactions, while international offline
debit and credit transactions are priced highen theernational online debit transactions.

Assessments are calculated based on our custo@Bié’and rates vary by region. Most of our assess$mates are tiered and rates
decrease when customers meet incremental volunibelsuil hese rates also vary by the type of traisadtVe generally assess at higher rates
for cross-border volumes compared to domestic vekiniVe also assess at higher rates for retail peeshversus cash withdrawals. Credit and
offline debit transactions are assessed at higties than online debit transactions. In additioomftime to time we may introduce assessments
for specific purposes such as market developmemgrams. Assessments that are based on quarterly @®¥stimated utilizing aggregate
transaction information and projected customergrerénce.

We generate a significant amount of revenue froocgssing cross-border transactions and currenoyecsion. On a global scale, we
have the ability to process transactions denomihiatenore than 160 currencies. For example, weptacess a transaction in a merchant’s
local currency; however the charge for the trarisaatould appear on the cardholder’s statemertiéncardholder’'s home currency.
MasterCard generally uses a wholesale rate inaildasa certain percentage or a government-mandatedo convert transactions in foreign
currencies into U.S. dollars. Revenues from prdangssoss-border and currency conversion transasfiloctuate with cross-border travel. See
“Risk factors—Business Risks—A significant portiohthe revenue we earn outside the United Statgsrierated from cross-border
transactions and a decline in cross-border busiereddeisure travel could adversely affect our nexsss and profitability.”

Authorization, Clearing and Settlement We facilitate the authorization, clearing aedtlement of the transactions described above and
similar transactions through our proprietary, waiilde computer and telecommunications network.

Authorization refers to the process by which agesntion is approved by the issuer or, in certaicuonstances such as when the issuer’s
systems are unavailable or cannot be contactellldsyerCard or others on behalf of the issuer iatance with the issuer’s instructions.
MasterCard’s network provides for the transmissibauthorization requests and results among issaeggiirers and other transaction
processors or
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networks. Our rules, which may vary across regiestablish the circumstances under which merctamsacquirers must seek authorization
of transactions.

Clearing refers to the exchange of financial tratisa information between issuers and acquireer afttransaction has been completed.
MasterCard clears transactions among customersghrour central processing systems.

Once transactions have been authorized and cledesterCard provides services in connection withgéttlement of the transactions—
that is, the exchange of funds along with assogifges. Settlement is provided through our Settlgmecount Management system. Once
clearing is completed, a daily reconciliation isyided to each customer involved in settlementitieg the net amounts by clearing cycle and
a final settlement position. The actual exchangkiods takes place between a clearing bank chogémelcustomer and approved by
MasterCard, and a settlement bank chosen by MaatgrCustomer settlement occurs in U.S. dollatis arlimited number of other selected
currencies, in accordance with MasterCard’s esthbd rules.

Credit and Offline Debit Transaction Processing Our transaction processing services are mahagecipally through our Global
Technology and Operations center in O’Fallon, Mis§a state-of-the-art worldwide network contratility with over 52,000 square feet of
white computer room environment. Our core processystems are large and highly scalable. We cuyreperate at 70% capacity at a peak
day, and we can substantially scale this capapiphidemand. MasterCard processes transactionsritimen 160 currencies from
approximately 210 countries.

MasterCard-branded transactions (credit and offlieleit transactions) are generally cleared thraugicentralized processing system,
known as the Global Clearing Management System i8Q, and the related information is typically redtamong customers via our data
transport network, which we refer to as BankheBoth GCMS and Banknet have benefited from sigaiit investments made during our five-
year, $160 million system enhancement strategyceSi997, our virtual private network has signifitaneduced transaction processing tir
and enhanced data security for our customers. ligygiems, transactions flow between over 1,20peints distributed throughout the world
rather than through a central location. This apgiaanhances the reliability of MasterCard transaectiby providing several levels of
redundancy.

GCMS has helped us to improve our time-to-markéttiroducing new programs and services. More imgraly, using GCMS, we can
partner with our customers to provide value-addeuises to merchants and cardholders. For exangsigers can use GCMS to develop
promotions for segments of their card portfolioshwut investing in their own systems development. hElieve that GCMS and our other
recent systems enhancements position us well supuncremental processing opportunities.

Our transaction processing services are availableors per day, every day of the year. In the ethert our main processing facility in
O’Fallon, Missouri, becomes disabled, we have aramessing facility in Kansas City, Missouri. Otartsaction processing systems have
redundant power supplies and back-up processesstoecontinued operation in the event of a faMik. have consistently maintained core
systems availability for our global processing eyst at a rate in excess of 99%.

Online Debit Transaction Processing We also operate the MasterCard Debit Switdh{S"), which principally supports the
processing of online debit transactions. The MD&ches financial messages, provides transactiorstatstical reporting, and performs
clearing and settlement between customers and déettransaction processing networks. Unlikeahthorization and clearing processes
described above, which involve the exchange oftiation data in two discrete messages (one fooearétion and again for clearing), the
MDS generally operates as a “single message” systevhich clearing occurs simultaneously with thiial authorization request.

In addition to continued investment in the MDS, kéa€ard is enhancing its position in online detsihtaction processing through a
series of initiatives. Since 2004, MasterCard hasked with issuers and
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acquirers to increase the routing priority of MaStrd’s systems for the processing of PIN poinsale transactions, and has begun to este
direct processing connections to major U.S. menshakie continue to explore opportunities to furttehance our debit processing capabili

Regional Transaction Processing We provide transaction processing (authowrattlearing and settlement) services for custorimers
our Europe region through our subsidiary, Masted@arrope. These services allow European custorodeilitate payment transactions
between cardholders and merchants throughout EuRgEntly, we substantially completed a multi-yeahnical convergence project to
integrate our European systems into our globalgssing systems. In Australia, we also operate aragpregional processing facility for the
Asia/Pacific region. This facility processes a migyoof the MasterCard-branded transaction volufiee®\ustralia and New Zealand.

Outside of the United States and a select numbethefr jurisdictions, most intra-country (as opgbs®cross-border) transaction activity
conducted with MasterCard, Maestro and Cirrus cerdsithorized, cleared and/or settled by our eusts or other processors without the
involvement of our central processing systems. Weat earn transaction processing fees for sudhitgctAccordingly, we derive a significa
portion of our non-U.S. revenues from processimgsiborder transactions. As part of our strategyawe developing and promoting domestic
processing solutions for our customers that argyded to capitalize on our significant investmentsur global and regional processing
systems. For example, during 2003, MasterCard Eub@gan authorizing and clearing transactionshi®members of S2 Limited, which
operate an electronic domestic debit card netwotké United Kingdom under the Switehrand, as part of an agreement to migrate Switch
branding to Maestro by 2007. In Brazil, we acquitteel local debit brand Redesh®dm 2002. The Switch migration and Redeshop acdgoiisit
have resulted in significant increases in our Igratessing debit volume in the United Kingdom 8nazil, respectively.

Customer Relationship Management

We are committed to providing our key customer$witordinated services through integrated, dedicateount teams in a manner that
allows us to take advantage of our expertise immEy programs, brand marketing, product developnteciinology, processing and consul
services for these customers. We have implememéaternal process to organize our relationshigh wur key customers on a global and
regional basis to ensure that their priorities@mesistently identified and incorporated into MaSeerd’s project, brand, processing, technology
and related strategies. To achieve this, we unkieda integrated customer planning process withckisyomers on an ongoing basis. Through
this planning process, we seek to capture increshbaosiness opportunities with our customers byaaning our strategic insights into
customer needs and by effectively creating tail@@dtions using a variety of our key assets.

We also seek to enter into business agreementkepticustomers pursuant to which we offer finanitiabntives and other support
benefits to our customers to issue and promoteauws. Such support may consist of a reductioroinme-based fees for certain customers
based on the achievement of GDV targets or othdopeance metrics. We believe that our businesseagents with key customers have
contributed to our strong volume and revenue grawtiecent years.

The pricing terms and duration of the agreementis auiir customers vary significantly. Most of oustamer relationships are not
exclusive, and may be terminated in a variety afuzhstances. See “Risk Factors—Business Risks—\¢¢eifficreasingly intense competitive
pressure on the prices we charge our customershwiiiy materially and adversely affect our revesmu profitability” and “—Our revenue
would decline significantly if we lose one or marfeour most significant customers, which could haveaterial adverse impact on our
business” in Part I, ltem 1A of this Report. In &ideh to our key customer agreements, we have stahlicensing arrangements with all of our
customers that permit them to use our trademartétsabject them to the rules governing our paymesgrams. Those customers with whom
we do not have customized agreements are genstdljgct to standardized pricing arrangements.
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MasterCard Programs

MasterCard offers a wide range of payment soluttorenable our customers to design, package anmngmt programs targeted to the
specific needs of their customers. Our principginpant programs, which are facilitated through aanlds, include consumer credit and debit
programs, commercial payment solutions and stoadakvprograms. Our issuer customers determinedimpetitive features for the cards
issued under our programs, including interest ratekfees. We determine other aspects of our cagtams—such as required services and
marketing strategy—in order to ensure consisten@onnection with these programs.

Consumer Programs—Credit and Charge

Overview. MasterCard offers a number of consumer crattitcharge (“pay later”) programs that are desigoedeet the needs of our
customers. For the year ended December 31, 200@€posumer credit and charge programs generatadxpmtely $1.3 trillion in GDV
globally, representing 66% of our total GDV for tyear ended December 31, 2006. As of December®5,2he MasterCard brand mark
appeared on approximately 634.2 million consumedittand charge cards worldwide, representing f88wth from December 31, 2005.

United States We offer customized programs to address spemfhsumer segments. Our consumer credit progiechsle Standard,
Gold, Platinum, World and World Elite MasterCard&tds. Standard MasterCard cards are general pucpedit cards targeted to consumers
with basic needs for a credit card. Gold MasterCards are targeted to consumers typically requisimigher line of credit or spending limit
and one or more card enhancement services asgbuidtea card. Platinum MasterCard cards are offevith still higher credit lines or
spending limits and also provide a full range afloenhancement services, such as loyalty rewamgranes. World MasterCaficards, which
are aimed at affluent consumers, have no presatspelimit and the option to revolve a designgtedtion of the charges made. In 2006,
MasterCard launched the World Elite MasterCard canmew card platform for high-income, high net tharonsumers that offers a mix of
travel benefits, rewards and global acceptancéyditg personalized travel agency benefits.

International. In addition to the programs offered in the tddiStates, MasterCard also offers a variety oérotbonsumer card progra
in selected markets throughout the world. For eXamiasterCard Electronic cards offer additionaitcol and risk management features by
requiring 100% issuer authorization. The Master@eattronic program is designed to curb fraud ammtrol exposure in high risk markets.
The MasterCard Unembossed program encourages mésdbasubmit transactions electronically for auitettion while providing cardholders
with a global acceptance network. MasterCard afaycards for affluent consumers outside of timétédl States, such as the MasterCard
Black™ card and MasterCard Blanc card in Latin AiceerMasterCard has also created innovative, atercard forms to help our customers
differentiate their programs.

General Services The services provided in connection with alidterCard credit cards and for which we chargeerssimclude
lost/stolen card reporting, emergency card replargrand emergency cash advance. Optional senggek,as emergency travel assistance, are
also available to holders of many MasterCard cartiese services are generally provided through-bérty service providers arranged by
MasterCard, including a licensed insurance compatained by MasterCard to provide insurance sesvice

Consumer Programs—Deposit Access

Overview. MasterCard supports a range of payment saisitiat allow our customers to provide consumetis @anvenient access to
funds on deposit in checking, demand deposit andratccounts. Our deposit access (“pay now”) progrmay be branded with the
MasterCard, Maestro and/or Cirrus marks, and camskd to obtain cash in bank branches or at ATMadbition, MasterCard- and Maestro-
branded debit cards may be used to make purchatdes goint of sale. Like our consumer credit peogs, we support debit
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Gold MasterCar® programs and debit Platinum MasterC&pmtograms that issuers can offer as premium serticeardholders. Issuers may
also provide enhancement services and loyalty msvarograms in connection with debit cards carrgingbrands. In recent years we have
increased the size of our debit programs in keyntrees through our acquisition of the Redesfitypand in Brazil in 2002 and through our
agreement with S2 Limited to shift branding andoessing from the Switchbrand to Maestro in the United Kingdom by 2007.

MasterCard-branded Debit Card Programs We offer MasterCard-branded debit card progranthe United States and other countries
and we continue to explore opportunities to furlieinance our debit processing capabilities.

As a result of the settlement agreement in the &S chant lawsuit in 2003, MasterCard has takennaber of actions to modify its
MasterCard-branded debit card programs in the dr8tates. Among other things, MasterCard has adaptes that allow merchants to reject
MasterCard-branded debit cards issued in the UiStates, while still accepting other MasterChrdnded cards, and vice versa. However,
merchants who choose to accept MasterCard-braret@tiahrds must accept all MasterCard-branded debils.

Maestro. Maestro is MasterCard’s global online debiigyam. Based on information from our customersesténate that, at
December 31, 2006, the Maestro brand mark appearegproximately 675 million cards worldwide, reggating 13.0% growth from
December 31, 2005. Based on the same informatierglso believe that Maestro was accepted for pseshat more than 10 million merchant
locations globally as of December 31, 2006. Wedvelithat our Maestro brand has a leading positioong online debit brands in many
markets throughout the world, particularly in EugolVe believe that the strong presence of MaestEurope will position us well when the
SEPA initiative, which will create a more integrigayment market in Europe, is implemented. Weekelthat the global acceptance of
Maestro contributes to the growth of our debit hass and adds value to the services that we prawider customers. Maestro cards are
issued, and Maestro transactions are processesijgnirto a set of rules and procedures that aggatepfrom the rules applicable to
MasterCard credit and offline debit transactions.

Cirrus. We make the Cirrus brand available to custsneprovide global cash access for our custonmeagrietary ATM cards. We
believe the Cirrus brand provided cash access &t than 1 million participating ATMs and other Itioas where cash may be obtained arc
the globe as of December 31, 2006, making it ornteefvorld’s largest cash access brands. Genecaltgholders with cards bearing the
MasterCard, Maestro or Cirrus logo may use a nétdmM to access funds on deposit in their accoifits debit card is used) or to obtain a
cash advance (if a credit card is used). Typic&@iyM cards contain multiple cash access logos aeddirrus brand enables a transaction
(which will then be processed by the MDS) onlyhiétte is no regional or domestic cash access bhetdstcapable of doing it.

Commercial Payment Solutions

MasterCard offers commercial payment solutions liedp large corporations, mid-sized companies, lsbuinesses and public sector
organizations to streamline their payment processasage information and reduce administrativescastthe year ended December 31, 2006,
our commercial credit and charge programs geneggiptbximately $157.2 billion in GDV globally, reggenting 8% of our total GDV for this
period. GDV from commercial credit and charge paogs grew globally by approximately 22.4%, on a Wi@lar basis for the year ended
December 31, 2006, compared to the same periodd5.2

We offer various corporate payment products, incdgeorporate cards, corporate executive cardpocate purchasing cards and fleet
cards that allow corporations to manage travelartdrtainment expenses and provide corporatiorsaditliitional transactional detail. The
MasterCard Corporate Multi Cafds an integrated card program that combines thetimmality of one or more of our MasterCard corgera
programs—travel, purchasing and fleet—into a simglel or account, thereby reducing the costs ofagiag multiple card
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programs. Our Multinational Corporate Program aiagsuers to manage and consolidate these corpamnatgorograms for multinational
organizations that require commercial cards in ntisa@ one country. We also offer a variety of pagtygrograms for public sector entities t
are similar to the travel, purchasing, fleet andtMTiard programs offered to corporations. The MeStrd BusinessCaftand Executive
BusinessCard are targeted at the small-businessesggoffering businesswvners the ability to gain access to working cdpéatend payment
and separate business expenses from personal espens

MasterCard has also developed programs that offeefiis to organizations ranging from small bussesso large corporations by
integrating payment transaction data into finansystems. Such programs, which aim to facilitateepl@ss end-tend corporate purchasing
businesses, include MasterCard e2R8ccounts payable re-engineering), MasterCard ExpeW (expense reporting), MasterCard Smart Data
(management reporting) and MasterCard SmartRif@nterprise reporting systems).

Prepaid Programs

Prepaid (“pay before”programs involve a balance account that is fundiéll wonetary value prior to use. Holders can act@sds in th
account via a traditional magnetic stripe or chiddled payment card.

MasterCard’s customers may implement prepaid paym@grams using any of the MasterCard family @frals (MasterCard,
MasterCard Electronic, Maestro or Cirrus). MastedJarovides processing services, including auttation, clearing and settlement, in supj
of either magnetic stripe or chgnabled prepaid card programs. Prepaid card pragcambe customized to meet the needs of uniqyeiie
and consumer segments and can be issued in caymadth various programs such as gift, employeesfiergeneral purpose, payroll, travel,
incentive and government disbursement programs.

Contactless Payment Solutions

MasterCard PayPa8ss a “contactless” payment solution that enablesuomers simply to tap or wave their payment carotioer
payment device, such as a phone, key fob or wristban a specially equipped terminal. PayPasxeslradio frequency technology to sect
transmit payment details wirelessly to the paynoamnd terminals for processing through our netw@ilr PayPass program targets purchases
under $25 and is designed to help our custometiseluexpand their businesses by capturing a pootidransactions that were previously cash-
based, increasing card activity on underutilized @ccounts. PayPass also reduces transaction tivheh appeals to merchants in fast
throughput businesses and allows us to expanduimder of locations that accept our cards. PayPaggams include customers and
merchants in 13 countries including the United &ta€anada, United Kingdom, Japan, Korea, Chinailard, Turkey, Lebanon, Malaysia,
Australia, Taiwan and the Philippines. As of Decembl, 2006, approximately 12.6 million PayPasdgsand devices were issued globally
with acceptance at over 46,000 merchant locaticoridwide.

Consulting and Research Services

Our MasterCard Advisors group serves as a poidiftdrentiation for MasterCard by providing our tasiers and other clients with a
wide range of consulting and research servicescagsd with their payments activities and prografm. example, SpendingPul8ea nationa
retail data service that aggregates and analyzesek@ard's transaction processing data in the diSitates, produces estimates of U.S. retail
sales and can be accessed through Reuters. In\28@Mntinued to expand existing services withléluach of the Commerce Intelligence
analytic capability, which provides customers witarketing insights based on consumer behavior dedhfriom MasterCard’s proprietary
data, and Commerce Coalition programs, direct nieugs@rograms that use Commerce Intelligence™ t@lip and deliver targeted merchant
offers to cardholders on behalf of issuers. Als@8006, we launched PortfolioAnalytics, a portatite MasterCard data warehouse that pro\
customer-specific information about marketing, rislasterCard programs, operations and fraud. Master
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Advisors charges our customers and others congudtid research fees for its professional servicesay offer these services as an incentive
under business agreements with certain customers.

Emerging Technologies

MasterCard contributes to innovation in the payreémdustry through several initiatives, includinevdlopments in the areas of
electronic commerce, smart cards, mobile commaevite|less and emerging technologies. MasterCardwgages new initiatives in the area of
electronic commerce by researching and developiragge of technologies designed to offer businpg®unities to MasterCard and our
customers. MasterCard manages smart card develafy&orking with our customers to help them replé@aditional payment cards relying
solely on magnetic stripe technology with chip-dedipayment cards that offer additional point-dedanctionality and the ability to capture
more consumer data. As of December 31, 2006, appately 284 million smart cards bearing our brahdd been issued worldwide. We are
also involved in a number of organizations thatlitate the development and use of smart cardsaiiphincluding a smart cards standards
organization with other participants in the indygtrat maintains specifications designed to ensuegoperability and acceptance of cligsec
payment applications on a worldwide basis. Mastet@#so encourages new initiatives in the areaafila commerce and wireless payment
development by working with customers and leadéaphology companies. Finally, MasterCard is workimgevelop standards and programs
that will allow consumers to conduct their finaddransactions securely using a variety of new pofrinteraction devices.

Marketing

We manage and promote our brands for the benedil afistomers through brand advertising, promati@mnd interactive programs, and
sponsorship initiatives. We strive to have our coners associate the MasterCard brand with “The Bkst to Pay for Everything that Matters
®.” In 2006, we adopted a new corporate brand tecebur three-tiered business model as franchpogessor and advisor and a new
corporate vision statement, The Heart of Commerc®™epresent our strategic vision of advancing memte globally. Our marketing
activities combine advertising, sponsorships, pribong, customer marketing, interactive media andlipuelations as part of an integrated
package designed to increase consumer awaren®ksstdrCard and usage of MasterCard cards. We aédote tailor our global marketing
messages by customizing them in individual coustnehile maintaining a common global theme. Ountrhuilding initiatives are conducted
for our benefit as well as for the benefit of oustomers.

Our advertising plays an important role in buildimgnd visibility, usage and loyalty among cardieotdglobally. Our award-winning
“Priceless®” advertising campaign, launched in the United &tah 1997, has run in 50 languages across 108rgesnThe “Priceless”
campaign promotes MasterCard’s acceptance and beagdits that permit cardholders to pay for whatytneed, when they need it. It also
provides MasterCard with a consistent, recognizai#ssage that supports our brand positioning.derdio promote usage of our cards, we
also sponsor frequent promotions on a regionalnatidonal basis, often in conjunction with merchastsur customers. To engage consumers
directly and advance our presence in new digitalimjeve launched Priceless.com in 2006. Pricelessallows consumers to participate in
brand programs, including consumer generated Resedxperiences, promotions and merchant offedspanvides relevant content on
MasterCard cards and services.

We also seek to increase MasterCard brand awarandgsreference, and to encourage card usage yaityldy sponsoring a variety of
sporting and entertainment properties that sugpertPriceless” campaign, MasterCard brand positigand customer marketing priorities. In
soccer, we sponsor leading events, including tR&RVorld Cup, the Union of European Football Assticns (“UEFA”) European
Championship and the UEFA Champions League in Eurlpgolf, we are a sponsor and the preferred chtide PGA Tour, the Champions
Tour, the PGA of America, the LPGA, the EuropearAPIeur and other events. In baseball, we are tldusive payments brand sponsor of
Major League Baseball and have also establisheatatepmarketing
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and sponsorship arrangements with over half oMbpr League Baseball teams during the 2006 sedsdootball, we have established
sponsorship arrangements with the majority of thédwal Football League teams. MasterCard is d&smfficial card and payment system for
the National Hockey League. Finally, as part of marketing strategy in family entertainment, weédavong-term sponsorship arrangement
with certain business units of NBC Universal thatittes MasterCard to marketing and promotionalgpams with certain of Universal'motior
picture, theme park, music and video properties.

Merchant Acceptance Initiatives

We estimate that, at December 31, 2006, cardsingrtiye MasterCard brand were accepted at overr@8lién merchant locations
around the world. As of the same date, we belibaeMasterCard branded cards were also acceptggpatximately 1.7 million ATMs and
other locations where cash may be obtained. Infooman ATM and manual cash access locations igrtegd by our customers and is partly
based on publicly-available reports of payment siduassociations, government agencies and indepe¢adgalysts in Canada and the United
States.

Merchants are an important constituency in the bt&srd payment system and we are working to fudegelop our relationships with
them. We believe that consolidation in the retadlustry is producing a set of larger merchants witheasingly global scope. These merchants
are having a significant impact on all participaintshe global payments industry, including Mastamn We believe that the growing role of
merchants in the payments system represents bathportunity and a challenge for MasterCard. Onative hand, large merchants are
supporting many of the legal and regulatory chajéemnto interchange fees that MasterCard is nownd@fg, since interchange fees represent a
significant component of the costs that merchaaystp accept payment cards. See “Risk Factors—laaghRegulatory Risks” and “Risk
factors—Business Risks—Merchants are increasirggyged on the costs of accepting card-based fofrpeyonent, which may lead to
additional litigation and regulatory proceedingsl amay increase the costs of our incentive progravhgh could materially and adversely
affect our profitability” in Part I, Item 1A of teBiReport. In addition, we may be required to insegthe amount and scope of incentives that we
provide to merchants to encourage the acceptarttasage of our cards, which may adversely affecbasiness. On the other hand, we
believe there are many opportunities to enhanceadationships with merchants and to continue foaexli acceptance of our cards. For
example, in 2004 we made available directly to ants our rules that apply to card acceptanceeatkd activities, thereby increasing the
level of transparency and predictability of our pent system for merchants. As an additional exanpl2006 we published the interchange
rates applicable to merchants in the U.S. and amexlia cap on interchange fees on fuel purchagesrateum retailers, effective in April
2007, in an effort to address the concerns of taechant community and provide merchants with grasa@sparency into our rates. We also
hold meetings with merchant advisory groups thatehzeen established in key global markets inclutlegUnited States, Canada and
Australia.

We aim to maintain the unsurpassed acceptance stefM@ard-branded programs by focusing on threeindgiatives. First, we seek to
increase the categories of merchants that accegs carrying our brands. We are presently focuseexpanding acceptance in electronic
commerce environments, in fast through-put busgsgssuch as fast food restaurants, in transpantatid in public sector payments, such as
those involving taxes, fees, fines and tolls, amotigr categories. Second, we seek to increasauth®er of payment channels where
MasterCard programs are accepted, such as by imdiragl MasterCard acceptance in connection withrréay payment applications. We are
working with customers to encourage consumers tkemecurring bill payments in a variety of categsfi-including telephone, cable, utilities
and insurance—on their MasterCard-branded cardsd,Wie seek to increase usage of our programsletted merchants by sponsoring a
wide range of promotional programs on a globaldaate also enter into arrangements with selectadhmaats under which these merchants
receive performance incentives for the increasedofi$lasterCard-branded programs or indicate aepeate for MasterCard-branded
programs when accepting payments from consumers.

We also support technical initiatives designed skenMasterCard card acceptance more attractivepieific merchants, such as our
Quick Payment Service for fast food restaurantsathdr merchants where rapid
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transactions are required. In addition, Master@agPass appeals to merchants in fast through-gutdsses because it reduces transaction
times.

In addition, we provide research, marketing suppod financial assistance to our customers and itegiketing partners in connection
with the launch and marketing of co-branded anihigffcard programs. Co-branded cards are paynmanaisdbearing the logos or other insignia
of an issuer and a marketing partner, such asrimeadr retail merchant. Affinity cards are simita co-branded cards except that the issuer’s
marketing partner is typically a charity, educa#ibor similar organization.

Membership Standards

We establish and enforce rules and standards sudiroy membership in MasterCard International ardute and acceptance of cards
carrying our brands.

Rulemaking and Enforcement

Membership in MasterCard International and itsliatés is generally open only to banks and othguleted and supervised financial
institutions. Applicants for membership must mgeafied membership eligibility requirements, whitlay vary between regions.

In general, MasterCard grants licenses by territorgpplicants able to perform all obligations riegd of members. Licenses provide
members with certain rights, including access eortetwork and usage of our brands. Risk manageraeieivs and anti-money laundering due
diligence reviews are conducted on all new mempgos to admission, as well as on existing membélisapplicants and members must meet
the requirements of MasterCard’s anti-money lauindgorogram. As a condition of our licenses, memlagree to comply with our bylaws,
policies, rules and operating regulations (“Staddgr MasterCard International and certain of ffdiates are the governing bodies that
establish and enforce the Standards, which redese¢h matters as membership eligibility and finargoundness criteria; the standards, de
and features of cards and card programs; the uskasterCard trademarks; merchant acquiring aatiwi(including acceptance standards
applicable to merchants); and guaranteed settlenmarhber failures and allocation of losses.

To help ensure that members conform to the Stasdeus run a number of compliance programs includawiewing card programs
proposed by members and requiring members to uager@nnual audit by an independent certified pudaticountant (or similar examination
by a regulatory authority). To tailor MasterCargi®grams and services to the needs of local mankethiave approved a number of variations
to the Standards applicable to specific regions.

Customer Risk Management

As a guarantor of certain card obligations of ppatmembers, we are exposed to member creditrising from the potential financial
failure of any of our approximately 2,200 principaémbers of MasterCard, Maestro and Cirrus, andoxppately 3,300 affiliate debit
licensees. Our estimated gross legal settlemdnerposure for MasterCard-branded transactions;iwisi calculated using the average daily
card charges made during the quarter multipliethibyestimated number of days to settle, was apmbely $18.1 billion as of December 31,
2006. Principal members participate directly in MaSard programs and are responsible for the settie and other activities of their
sponsored affiliate members (approximately 22,600).

To minimize the contingent risk to MasterCard d&dure, we monitor principal members’ and affidadebit licensees’ financial health,
economic and political operating environments amhgliance with our rules and standards. If therfaial condition of a member or the state
of a national economy in which it operates indisdtet it may not be able to satisfy its obligasiem us or other MasterCard members or its
payment obligations to MasterCard merchants, we maqyire the member to post collateral, typicatlyhie form of
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letters of credit and bank guarantees. As of Deegrb, 2006, we have required our members to doétldllion in collateral held for legal
settlement exposure for MasterCard-branded traiosectif a member becomes unable or unwilling t@hiks obligations to us or other
members, we are able to draw upon such membetateall, if provided, in order to minimize any poti@l loss to our members or ourselves.
In addition to obtaining collateral from memberssituations where a member is potentially unable¢et its obligations to us or other
members, we can block authorization and settlemimansactions and ultimately terminate membergigwever, MasterCard has never
terminated a member due to the member’s risk groffil addition to these measures, we have alsblestad a $2.5 billion committed credit
facility, for liquidity protection in the event ohember settlement failure. See “Risk Factors—BssirRisks—As a guarantor of certain
obligations of principal members and affiliate ddiziensees, we are exposed to risk of loss quiidity if any of our members default on their
MasterCard, Cirrus or Maestro settlement obligatian Part I, ltem 1A of this Report.

Payment System Integrity

The integrity of our payment system is affectedraydulent activity and other illegal uses of oystem. Fraud is most often committed
in connection with lost, stolen or counterfeit caod stolen account information, often resultingnirsecurity breaches of systems that store
cardholder account data. See “Risk Factors—BusiResds—Account data breaches involving card daieestby us or third parties could
adversely affect our reputation and revenue” it Rdtem 1A of this Report. Fraud is also moreelikto occur in transactions where the card is
not present, such as electronic commerce, maik @ae telephone order transactions. Security arthotder authentication for these remote
channels are particularly critical issues facing@wstomers and merchants who engage in these fafrosnmerce, where a signed cardholder
sales receipt or the presence of the card or merelyent is generally unavailable.

We monitor areas of risk exposure and enforce wlesrand standards to combat fraudulent activitg.al¢o operate several compliance
programs to ensure that the integrity of our payinsgatem is maintained by our customers and tlggines. Key compliance programs include
merchant audit (for high fraud, excessive chargkebaod processing of illegal transactions) and igotompliance (including our Site Data
Protection Program, which assists customers andhagts in protecting commercial sites from hack&usions and subsequent account data
compromises). Our members are also required undemutes to report instances of fraud to us imeety manner.

Our customers are responsible for fraud lossesidsed with the cards they issue or the merchaaota fvhom they acquire transactions.
However, we have implemented a series of progrardsgstems to aid them in detecting and preventiadraudulent use of cards carrying
our brands. We provide education programs and wanizk management tools to help detect fraud diolyMasterCard SecureCoflea
global Internet authentication solution that pesneiairdholders to authenticate themselves to thsiler using a unique, personal code, and Site
Data Protection. In addition, we offer several &aletection programs, including our Risk Finland Expert Monitoring products. Generally,
we charge our customers fees for these antifranglams and services.

Enterprise Risk Management

MasterCard faces a number of risks in operatingutiness. For a description of material risks,"®igk Factors” in Part 1, Item 1A of
this Report. Managing risk is an integral comporafraur business activities and the degree to whiehmanage risk is vital to our financial
condition and profitability.

We have an Enterprise Risk Management (“ERM”) paogicreated to ensure appropriate and comprehemgérsight and management
of risk. Our ERM program aims to: proactively maaamd monitor key risks; improve corporate govecedny providing an independent view
of MasterCard’s risk profile; enhance decision-makprocesses and business performance throughdenstanding of our risk tolerance; and
strengthen business by integrating ERM principles @eating a more risk aware culture within MaSted.
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Intellectual Property

We own a number of valuable trademarks that arengiss to our business, including MasterCardaestro® and Cirrus®, through one
or more affiliates. We also own numerous otherenadrks covering various brands, programs and saraffered by MasterCard to support
our payment programs. Through license agreemetisour customers, we authorize the use of our tradles in connection with our
customerstard issuing and merchant acquiring businessexddition, we own a number of patents and paterlicgiipns relating to paymer
solutions, transaction processing, smart cardsirggsystems and other matters, some of which beaynportant to our business operations.

Competition

MasterCard programs compete against all forms wineat, including paper-based transactions (prifigigash and checks), electronic
transactions such as wire transfers and Automaleari@g House payments and other electronic forhpgpment, including card-based
payment systems. As a result of a global trendhiicivelectronic forms of payment such as paymerttscare increasingly displacing paper
forms of payment, we have gained market share gerash and checks in recent years. However, casbhatks still capture the largest
overall percentage of worldwide payment volume.

Within the general purpose payment card induste/face substantial and increasingly intense coitipetivorldwide from systems such
as Visa (including Plus, Electron and Interlinkinérican Express and JCB, among others. In spexifiatries, we face significant competiti
from other competitors such as Discover/Novus éuinited States. Within the global general purpzsd industry, Visa has significantly
greater volume than we do. In certain countridseotompetitors also have leading positions, sschGB in Japan. Our deposit access
programs also encounter substantial and increasinggnse competition from ATM and point-of-salebdenetworks in various countries, such
as Interlink, Star, NYCE and Pulse in the Unitedt&, Interac in Canada and EFTPOS in Australiaald@compete against businesses that
issue their own payment cards such as retail stordpetroleum companies. New competitors mayeaiser our marketplace from time to
time. For example, China Union Pay has been estwlias the predominant domestic card acceptaand br the People’s Republic of China
and is seeking to expand its acceptance and cassanetwork internationally. Our customers colgd atart their own networks and payment
card brands.

Our competitors include operators of proprietarg-tmend payment networks that have direct acqgirgtationships with merchants and
direct issuing relationships with cardholders, sastAmerican Express and Discover. These competi@ve certain advantages that we do not
enjoy. Among other things, these competitors dorequire formal interchange fees to balance paymgstem costs among issuers and
acquirers, because they typically have directiariahips with both merchants and cardholders. ¢hiamge fees, which are a characteristic of
four-party payments systems such as ours, are@ubjencreased regulatory scrutiny worldwide. SRisk Factors—Legal and Regulatory
Risks—Interchange fees are subject to increasingdnse legal and regulatory scrutiny worldwidejahtmay have a material adverse impact
on our revenue, our prospects for future growth@undoverall business” in Part 1, Item 1A of thisg®rt. Because they do not utilize formal
interchange fees, operators of encetw payment networks to date have generally avditkedame regulatory scrutiny and litigation chradiex
we face and, accordingly, may enjoy a competitileaatage over four-party payments systems.

Both Visa and Discover have recently announcedsplarchange their ownership structures, which coesdlt in them becoming strong
and more efficient companies within the global payts industry. In October 2006, Visa announceglés to restructure its organization
through the creation of a new stock corporation @svhy its current member financial institutionsptfollowed by an initial public offering
within 12 to 18 months. In December 2006, Morgaanf&ty announced that it would spin-off its Discovard unit as a publicly-traded
company in the third quarter of 2007. As publiclyr®d companies, Visa and Discover would
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have to operate their respective businesses masparently, providing for more public scrutiny adtlitional disclosures.

In addition, ongoing litigation has and may conérta affect our ability to compete in the globaypents industry. For example, under
the settlement agreement in the U.S. merchant iaw$$. merchants now have the right to reject féi@3ard-branded debit cards issued in the
United States while still accepting other Masted=lranded cards, which may adversely affect oditylbd maintain and grow our debit
business in the United States. In addition, asaltref the court’s decision in our litigation withe U.S. Department of Justice concerning our
U.S. Competitive Programs Policy, our customers may do business with American Express or Discavéne United States, which could
adversely affect our business. A number of ourdangstomers, including Bank of America, Citibanl§BC, USAA and GE Finance have
announced that they have begun to issue or wileigamerican Express or Discover-branded cards:'Sis& Factors—Risks Related to Our
Business—Business Risks—We have repealed our Cdmpdrograms Policy (“CPP”) in the United Stasessa result of a final judgment in
our litigation with the U.S. Department of Justiaed our business may suffer as a resnlPart |, ltem 1A in this Report. Finally, we dreing
sued in several state and federal courts becausgr @lurrency conversion practices. Although weehsettled these matters, if the settlements
do not receive final approval, the outcome of tHasesuits could potentially have a material advexi$ect on our business. We cannot predict
what the final outcome will be of our various laiipns and other regulatory proceedings. For argggm of these and other matters, see Note
20 to the Consolidated Financial Statements incuddtem 8 of this Report.

We compete intensely with other bankcard associgtiprincipally Visa, for the loyalty of our custens. In most countries throughout
world, including the United States, financial instions typically issue both MasterCard- and Visardgled payment cards. As a result of this
structure, known as “duality,” we compete with Visabusiness on the basis of individual card @didé or programs. In some countries,
particularly Canada, card issuers are “non-duaganing that they issue either MasterCard or Vigangat cards, but not both. Issuance of
MasterCard and Visa debit cards is generally naad-ofuthe United States as well, due to Visa'sdristal debit exclusivity rule. As a result of
the litigation with the U.S. Department of Justivésa’s debit exclusivity rule is no longer enfoatde. However, Visa enacted a bylaw that
imposes a fee on its 100 largest issuers of dabilscin the United States if they reduce their \dehit volume by more than 10% which, if
enforced, may prevent us from acquiring busines® fcurrent Visa customers. In non-dual countries campete with Visa for a customer’s
entire business.

We face increasingly intense competitive pressarthe prices we charge our customers. In ordeiaip @mpetitive, we may have to
increase the amount of rebates and incentives axad® to our customers as we have over the pastaleyears. We seek to enter into business
agreements with customers through which we offegiitives and other support to issue and promoteards. However, our customers can
terminate their business agreements with us irrietyeof circumstances. See “Risk Factors—Risksaiel to Our Business—Business Risks—
We face increasingly intense competitive pressarthe prices we charge our customers, which magmadly and adversely affect our revel
and profitability” in Part I, Item 1A of this Reptor

Over the last several years, the banking indusisyundergone rapid consolidation, and we expestitéind to continue in the future.
Consolidation represents a competitive threat fastdrCard because our business and pricing straégended to enable MasterCard to
achieve targeted financial performance by providiragntives to customers for incremental businEaghermore, it contemplates entering |
business agreements with our largest customenpecimaage for significant business commitments totBt&ard. Significant ongoing
consolidation in the banking industry may resulaifinancial institution with a substantial Mastar@ portfolio being acquired by an instituti
that has a strong relationship with a competitdriclv may result in a loss of business for MastetlCahe continued consolidation in the
banking industry also produces a smaller numbéarge customers, which generally have a greatdityatni negotiate pricing discounts with
MasterCard. Consolidations could prompt our custsneerenegotiate our business agreements to ofotaia favorable terms. This pressurt
the prices we charge our customers could mateatyadversely affect our revenue and
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profitability. See “Risk Factors—Risks Related tor®usiness—Business Risks—Consolidation or othanges affecting the banking
industry could result in a loss of business for deSard and may create pressure on the prices argelour customers, which may materially
and adversely affect our revenue and profitabilityPart |, Item 1A of this Report.

We face competition with respect to particular segts of the payment card industry. In the Uniteate3t, for example, offline
transactions on MasterCard-branded cards accouatdmaller share of all offline, signature-basetittransactions than the share of all credit
or charge transactions represented by MasterCadit@r charge cards. Some of our competitors E®eegreater number of online, Piidsec
debit transactions at the point of sale than wes#e “Risk Factors—Risks Related to Our Businesssiti&ss Risks-+H we are unable to gro
our debit business, particularly in the United &atve may fail to maintain and increase our regegrowth” in Part |, Item 1A of this Report.

In addition, our business and revenues could badtepl adversely by any tendency among U.S. consuandinancial institutions to migrate
from offline, signature-based debit or credit ti@et®ns to online, PINbased debit transactions, because the latter tffesnsactions are mo
likely to be processed by other domestic ATM/dgbiint-of-sale networks as opposed to us.

We also face competition from transaction processach as First Data Corporation and Total Systeorag of which are seeking to
build networks that link issuers directly with ptf-sale devices for payment card transaction@ightion and processing services. Certain of
these transaction processors have significantlgtgrescale than we do, which may provide them witlost advantage. If these processors
their transaction volumes more quickly than wettiejr scale advantages over us may acceleratehagctould capture some of our core
processing business. Similarly, some of our congrstprovide currency conversion services at thetguf-sale through dynamic currency
conversion. Dynamic currency conversion occurs wan&ansaction is converted at the individual manthocation in real time from the
currency of the merchant into the cardholder’sdllcurrency, thereby bypassing MasterCard’s cagre@onversion processes. When
MasterCard performs currency conversion centrétly transaction is submitted to MasterCard in tiveency of the merchant and is converted
by MasterCard into the cardholder’s billing currgnthe growth of dynamic currency conversion segsicould reduce the transactions on
which we perform currency conversion services, Whticuld adversely affect our revenues.

We also compete against new entrants that havdapmdkalternative payment systems and paymentssanobile devices. Among ott
things, these competitors provide Internet curenthat can be used to buy and sell goods onhuirgy&l checking” programs that permit the
direct debit of consumer checking accounts forrenppayments, and services that support paymeatsctdrom proprietary accounts for
Internet, mobile commerce and other applicationauber of these new entrants rely principally loa nternet to support their services, and
may enjoy lower costs than we do. In mobile commene also face competition from established nekvoperators. Whereas the MasterCard
approach to mobile commerce centers on the udeeafdnsumer’s payment account as established byctre issuer, network operators may
apply mobile consumer payments directly to theamstr’'s monthly bill.

We believe that the principal factors affecting oampetitive position in the global payments indystre:
. pricing;
. customer relationship
. the impact of existing litigations, legislation agdvernment regulatio!
. the impact of globalization and consolidation aofdfincial institutions and merchan
. the acceptance base, reputation and brand recagoitipayment card:
. the quality, security and integrity of transactfmocessing
. the relative value of services and products offg
. the success and scope of marketing and promoti@mapaigns; an
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. the ability to develop and implement new card paogs, systems and technologies in both physicaviahhl environments

Government Regulation

Government regulation impacts key aspects of oainass. We are subject to regulations that affecpayment industry in the many
countries in which our cards are used. In receats/the regulatory environment in which we opehate become increasingly stringent. In
particular, interchange fees associated with fartyppayment systems like ours are being reviewethallenged in various jurisdictions. See
Note 20 to the Consolidated Financial Statemerdsided in Item 8 of this Repol

Furthermore, MasterCard customers are subjectritenaus regulations applicable to banks and othenfiial institutions in the United
States and elsewhere, and as a consequence Masdtes@apacted by such regulations. Certain of@parations are periodically reviewed by
the U.S. Federal Financial Institutions Examinat@ouncil (“FFIEC”) under its authority to examiniadncial institutions’ technology service
providers. Examinations by the FFIEC cover areab s1$ data integrity and data security. In receaty, the U.S. federal banking regulators
have adopted a series of regulatory measures iafjextedit card payment terms and requiring moreseovative accounting, greater risk
management and in some cases higher capital reagiits for bank credit card activities, particuldrythe case of banks that focus on
subprime cardholders. In addition, MasterCard Eeroperates a retail payment system in Europe asubject to oversight by the National
Bank of Belgium pursuant to standards publishethbyEuropean Central Bank that are principallyagsrd at managing financial, legal and
operations risk.

In addition, aspects of our operations or busiessubject to privacy regulation in the Unitedt&athe European Union and elsewhere,
as well as regulations imposed by the U.S. Treés@ffice of Foreign Assets Control (“OFAC”). Foxample, in the United States, we and
our customers are respectively subject to the édeade Commission’s and the federal banking agérformation safeguarding
requirements under the Gramm-Leach-Bliley Act. Feeeral Trade Commission’s information safeguardirgs require us to develop,
implement and maintain a written, comprehensiverimfation security program containing safeguardsahaappropriate for our size and
complexity, the nature and scope of our activiteeg] the sensitivity of any customer informatiorsatie. Our customers in the U.S. are subject
to similar requirements under the guidelines isquethe federal banking agencies. As part of tbeimpliance with the requirements, each of
our U.S. customers is expected to have a prograptage for responding to unauthorized access taserf, customer information that could
result in substantial harm or inconvenience toausts.

In the United States, during 2005 and 2006, a nuroblkills were considered by Congress and themeweveral congressional hearings
to address information safeguarding and data brisacies. Congress will likely consider these issggsn in 2007 which could result in
legislation that would have an adverse impact cangsour customers. In addition, a number of U&es have enacted security breach
legislation, requiring varying levels of consumetification in the event of a security breach, aegleral other states are considering similar
legislation. In Europe, the European Parliament@adncil passed the European Directive 95/46/E€ ‘([@iirective”) on the protection of
individuals with regard to the processing of peeatata and on the free movement of such datahndiitigates the controller of an
individual's personal data to take the necessadyrtieal and organizational measures to protecopatgiata. The Directive has been
implemented through local laws regulating datagrtivn in European Union member states to whictamgour customers are subject. The
Directive establishes general principles with relgarthe processing of personal data, includindegal grounds for processing, the rights of
individuals with regard to their personal datatniesons on transfers of the personal data outiéeEuropean Economic Area, and the
obligation of the controller of that information take the necessary technical and organizationakures to protect personal data.

MasterCard and other participants in the paymethistry are also subject to the regulatory requirdmef Section 352 of the USA
Patriot Act, which applies to certain types of fic&l institutions, including operators of
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credit card systems. Section 352 of the USA Paftadtrequires MasterCard to maintain a comprehenaiti-money laundering program and
imposed similar requirements on some of our custen@ur antimoney laundering program must be reasonably desitmprevent our syste
from being used to facilitate money laundering Hredfinancing of terrorist activities. The programust, at a minimum, include the designa
of a compliance officer, provide for the traininfjappropriate personnel regarding amtney laundering responsibilities, as well as ipooate
policies, procedures, and controls to mitigate nydaandering risks, and be independently audited.

We are also subject to regulations imposed by OPRA(Gile MasterCard has no business operations, dialigis or affiliated entities in
Syria, Iran, Sudan, North Korea or Cuba, a limitechber of financial institutions are licensed bydtémCard to issue cards or acquire merc
transactions in certain of these countries, whimbeheach been identified by the U.S. State Depattaseterrorist-sponsoring states and are
subject to OFAC restrictions. Our reputation maffesudue to our association with these countridsictvin turn could have a material adverse
effect on the value of our stock. Further, certdiB. states have recently enacted legislation dégginvestments by pension funds and other
retirement systems in companies that have busawsaties or contacts with countries that haverbelentified as terrorist-sponsoring states
and similar legislation may be pending in othetestaAs a result, pension funds and other retir¢sgstems may be subject to reporting
requirements with respect to investments in comgsasiich as ours or may be subject to limits oripitidns with respect to those investments
that may materially and adversely affect our stoxke.

In addition, the Federal Trade Commission and ¢alefal banking agencies are in the process of dgivg a number of regulations
implementing the Fair and Accurate Credit TransetiAct that could have a material impact on ogtamers’ businesses by increasing costs
of issuance and/or a decreasing the ability of tsmders to set the price of credit.

In the U.S. Congress, there has been increasingirscof interchange fees. For example, in Febr2@§6, the House Energy and
Commerce Committee held a hearing on interchargge # similar hearing was held in the Senate JadicCommittee in July 2006. In
addition, the U.S. Senate Permanent Subcommittéevastigations recently initiated an investigatafrcredit card practices that will include
consideration of interchange fees. The topic dricttange fees has also been raised in other caimrakhearings and in other forums,
including conferences held by a number of FedeesleiRve Banks. Additionally, several state legistgun the U.S. have considered or
proposed interchange legislation.

There is also increasing scrutiny of a number béptredit card practices, from which many of austomers derive significant revenue,
by Congress and governmental agencies. For exam@ddition to interchange fees, the Senate PeznteBubcommittee on Investigations
will also consider the methods used to calculatarfce charges and allocate payments received faodinalders and the methods by which
default interest rates, late fees and over-theieliett fees are determined, imposed and disclo3éatse investigative efforts and other
congressional activity could lead to legislatiom/m regulation that could have a material impacbar customerdhusinesses and our busin
if implemented. Any such legislative or regulatoegtrictions on our customers’ ability to operdteit credit card programs or to price credit
freely could result in reduced revenue and incréassts for our customers, reduced amounts oftcagdilable to consumers and, therefore, a
potential reduction of our transaction volume agnekenue.

The U.S. Congress recently enacted legislationineguhe coding and blocking of payments for certgpes of internet gambling
transactions. The legislation applies to paymestesy participants, including MasterCard and our. duStomers, and will be implemented
through a federal rulemaking process that is exguett be completed in 2007. These federal ruleklaeguire us and our customers to
implement new compliance programs that would ineeezur costs and/or decrease our transaction velumaddition, it is expected that the
U.S. Congress will renew consideration of regubafoitiatives in the areas of Internet prescriptdmg purchases, copyright and trademark
infringement, and privacy, among others, that campose additional compliance burdens on us orcagtomers. Most U.S. states are
considering a variety of
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similar legislation. If implemented, these initias could require us or our customers to monitiber f restrict, or otherwise oversee various
categories of payment card transactions, theraetrg@sing our costs or decreasing our transactibmmes. Various regulatory agencies are
considering regulations covering identity theftt@ent management guidelines, privacy, disclosuesrisecurity and marketing that would
impact our customers directly. The implementatibrecently enacted bankruptcy reform legislatiotha United States may also directly
affect our customers’ business models for theimpayt cards business. These new requirements aetbgevents may affect our customers’
ability to extend credit through the use of paynmartds, which could decrease our transaction vadutmesome circumstances, new regulat
could have the effect of limiting our customersiligpto offer new types of payment programs ortriesing their ability to offer our existing
programs such as stored value cards, which coutdrially and adversely reduce our revenue and ey gmnowth.

Outside of the United States, a number of jurisoiitt have implemented legal frameworks to regutaé domestic payments systems.
For example, regulators in Mexico, Colombia, Sirggapand Malaysia have been given statutory authtwitegulate certain aspects of their
respective payments systems. In the case of Singapal Malaysia, one of the main policies behimdrédgulations is to protect the stability of
the financial systems of those countries. In Makythere is presently no further requirement othan registration and the supply of
information. In Singapore, MasterCard does notifath the ambit of active regulation at presentwatmay be required to supply information
to the regulators in the future.

Employees

As of December 31, 2006, we employed approximate@@0 persons, of which approximately 1,500 wergleged outside of the United
States. We consider our relationship with employeds good.

SEC Reports

Our periodic reports filed with the U.S. Securiteesl Exchange Commission are available for reviewur website at
www.mastercard.com. The information contained onveebsite is not incorporated by reference ints féport.

Item 1A. Risk Factors
Legal and Regulatory Risks

Interchange fees are subject to increasingly intenggal and regulatory scrutiny worldwide, which mé&ave a material adverse imp:
on our revenue, our prospects for future growth aodr overall business.

Interchange fees, which represent a sharing of paysystem costs among the financial instituticersigipating in a four-party payment
card system such as ours, are generally the lacgegtonent of the costs that acquirers charge raatshin connection with the acceptance of
payment cards. Typically, interchange fees are pgithe merchant bank (the acquirer) to the cadttrdbank (the issuer) in connection with
transactions initiated with our payment systemtsisalnterchange fees, including MasterCard's defaterchange fees, are subject to
increasingly intense regulatory scrutiny worldwaecard-based forms of payment have become rdiativere important to local economies.
Certain regulators are seeking to reduce thess twstugh regulatory action. For example:

» In the European Union, the European Commissiondsagd a supplemental Statement of Objectionsenigilig MasterCard’s cross-
border interchange fees for credit, debit and coroiakcards under European Union competition rufese do not obtain a
favorable ruling, the European Commission couldceords to change the manner in which MasterCardizks its cross-border
interchange fee!

* In the United Kingdom, the Office of Fair TradinQKT) issued a decision in September 2005 concluttiagMasterCard’s U.K.
interchange fees contravene U.K. and European Woarpetition
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laws. This decision was set aside by the U.K. Cditipe Appeals Tribunal in June 2006. However, @ET has commenced a n
investigation of MasterCard’s current U.K. internga fees and announced on February 9, 2007 thattestigation would also
cover so-called “immediate debit” cards. If the Odfdtermines that any of MasterCard’s U.K. intergeafees contravene U.K. and
European Union competition law, it may issue a Weaision and possibly levy fines accruing fromdlage of its first decision. This
new investigation will examine whether the new roeliblogy for setting U.K. interchange fees adoptgd/ilasterCard in November
2004—in connection with which MasterCard withdréwe tiuthority of the U.K. members to set domestierchange fees and
conferred such authority exclusively on MasterCafefesident and Chief Executive Officer or his giese—contravenes applicable
law. A negative decision could have a significaiterse impact on the revenues of MasterCard’s bhé&nbers and on MasterCasd’
competitive position and overall business in thK.l

* In April 2001, in response to merchant complaittie, Polish Office for Protection of Competition a@dnsumers (th“PCA”")
initiated an investigation of MasterCard’s (and&/# domestic credit and debit card interchangs.feeJanuary 2007, the PCA
issued a decision that MasterCard's (and Visatraihange fees are unlawful under Polish competlda, and imposed fines on
MasterCard’s (and Visa’s) licensed financial ingtdns. MasterCard and the financial institutioasé appealed the decision. If the
appeals are unsuccessful and the PCA’s decisialioised to stand, it could have a significant adeampact on the revenues of
MasterCar’s Polish members and on MasterC's overall business in Polar

* In early 2004, the New Zealand Competition Commisgthe “NZCC”) commenced an investigation of MaStrd’'s domestic
interchange fees. In November 2006, the NZCC fildawsuit alleging that MasterCard’s (and Visa'gjnstic interchange fees do
not comply with New Zealand competition law, and seeking penalties. Several large merchants subs#y filed similar lawsuits
seeking damages. A negative decision in these Itsvsould have a significant adverse impact onrévenues of MasterCard’s New
Zealand members and on Master('s overall business in New Zealal

* In January 2006, a German retailers associatied &l complaint with the Federal Cartel Office imm@any concerning MasterC¢'s
(and Visa’s) domestic interchange fees. The compkdieges that MasterCard’s (and Visa’'s) Germamektic interchange fees are
not transparent to merchants and incluc-called“extraneous cos”

* In Australia, the Reserve Bank of Australia hascggthregulations controlling the costs that cacdigsidered in setting interchange
fees for four-party payment card systems such &s that do not regulate the merchant discountggthby proprietary end-to-end
networks (such as those offered by American Expre&iscover), which have already benefited fromesth regulation:

Interchange fees are also being reviewed in a nupfhaher jurisdictions, including Brazil, ColonghiMexico, South Africa, Singapore,
Hungary, Portugal and Switzerland. We believe thgulators are increasingly adopting a coordinagggtoach to interchange matters and, as ¢
result, developments in any one jurisdiction mdluence regulators’ approach to interchange feesher jurisdictions. In the United States,
interchange fees have also been the topic of isertkaongressional and regulatory interest. In Fepra006, the Energy and Commerce
Committee of the U.S. House of Representatives &dlelaring on interchange fees. A similar heariag teld in the U.S. Senate Judiciary
Committee in July 2006 and additional hearingsesected in 2007. In addition, the U.S. Senate Beemt Subcommittee on Investigations
recently initiated an investigation of credit camgctices that will include consideration of intemage fees. Also, the general topic of
interchange fees has been raised in other congreddiearings and other forums, including confeesrteld by a number of Federal Reserve
banks. Several state legislatures in the UniteteStaave considered or proposed interchange législd&inally, the Merchants Payment
Coalition, a coalition representing businessesdbaépt credit and debit cards, is mounting a ehgk to interchange fees in the United States
by seeking legislative and regulatory intervention.
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In addition, merchants are seeking to reduce ihtarge fees through litigation. In the United Statesrchants have filed approximately
fifty class-action or individual suits alleging thaur interchange fees violate federal antitruaislaThese suits allege, among other things, that
MasterCard’s purported setting of interchange fewsstitutes horizontal price-fixing between and amMasterCard, Visa and their member
banks in violation of Section 1 of the Sherman Adtjch prohibits contracts, combinations or coragis that unreasonably restrain trade.
suits seek treble damages in an unspecified amatiatney’s fees and injunctive relief. See Noté@€he Consolidated Financial Statements
included in this Report for more details regarding allegations contained in these complaints hadtatus of these proceedings. We are
devoting substantial management and financial messuo the defense of interchange fees and totties legal and regulatory challenges we
face.

If issuers cannot collect or are forced to redmterchange fees, they may be unable to recouptmpaf the costs incurred for their
services. This could reduce the number of finariogtitutions willing to participate in a four-pgrpayment card system, lower overall
transaction volumes, and/or make proprietary erert networks or other forms of payment more ditraclssuers could also charge higher
fees to consumers, thereby making our card proghasssdesirable and reducing our transaction vosuamel profitability, or attempt to
decrease the expense of their card programs byngsegkeduction in the fees that we charge. If veel@ss successful than Visa in defending
interchange fees, we could also be competitivedpdivantaged against Visa. If we are ultimately aesssful in our defense of interchange
fees, such regulation may have a material adverpadt on our revenue, our prospects for future gr@md our overall business. In addition,
this could result in MasterCard being fined andiaving to pay civil damages.

If we are found liable in any of the cases broughy American Express or Discover, we may be forceg@ay substantial damages.

In 1998, the U.S. Department of Justice filed against MasterCard International, Visa U.S.A. bnud Visa International Corp. in the
U.S. District Court for the Southern District of We¥ork alleging that certain aspects of the govaogaof MasterCard and Visa were unlawful,
and that MasterCard’s Competitive Programs Poli€PP”) and a similar Visa bylaw provision that pitoited financial institutions
participating in the respective systems from isguiompeting proprietary payment cards (such as AaeExpress or Discover) acted to
restrain competition. Although we were successfudefending the relevant aspects of our governatraeture at trial, the Second Circuit
Court of Appeals affirmed the trial court judgetsing that our CPP and Visa's bylaw constitutedawflul restraints of trade under U.S. federal
antitrust laws. Based on the final judgment in thistter, our CPP became unenforceable in Octol@t a80d was subsequently repealed.
Thereafter, Discover and American Express eact §ilét against us, Visa U.S.A. Inc. and Visa Inétional Services Association alleging that
the CPP and Visa's bylaw provision caused eachmyigy unlawfully restraining trade under U.S. fealeantitrust laws. Discover also alleges
that it suffered injury by reason of our rules, gefhrequired merchants in the United States to dangpdebit cards if they accepted other
MasterCard-branded cards, before these rules weddied as part of the U.S. merchant lawsuit désatibelow. The American Express
complaint names a number of member banks as cowdi®fés. In connection with their respective claifasierican Express and Discover each
requested that the district court give collatestbppel effect to its findings in its judgment iretDepartment of Justice litigation. Although the
district court has denied that request at thisestadhe litigation, the court indicated that Anoam Express and Discover may refile a motiol
collateral estoppel after further proceedingshéf tourt were to give effect to collateral estoppebne or more issues in the future, then
significant elements of plaintiffs’ claims would kstablished, thereby making it more likely thatwauld be found liable and making the
possibility of an award of damages that much mitedyl. In the event all issues are subsequentlydéecagainst MasterCard in dispositive
motions during the course of the litigation thearthis the possibility that the sole issue remaimintrial will be whether a damage award is
appropriate and, if so, what the amount of damabesld be.

Neither American Express nor Discover has spectfiedamount of damages sought and, due to thedmrasie uncertainty associated
with these proceedings, it is currently not reabbnpossible to estimate the
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amount or range of any potential liability. EachAsherican Express and Discover has conveyed tlediefithat these damages are substantial.
Moreover, because these actions have been broaghbt W.S. federal antitrust laws, any actual darsagt be trebled and we may be subject
to joint and several liability among the defendahtimbility is established, which could significly magnify the adverse effect upon us of any
adverse judgment. If we are unsuccessful in defgndgainst either or both of these lawsuits, thienate liability for MasterCard could have a
material adverse effect on our results of operatifinancial position and cash flows in the qudytand annual period when such losses are
recognized. Such liability could also have a matadverse effect on our overall financial positéord, in certain circumstances, even cause us
to become insolvent. Similarly, if we decide totkeegither or both lawsuits or if we establish psians in connection with them (which will
depend on our continuing reconsideration of thgmss of the litigation), such a settlement ordabtblishment of such provisions could also
have such a material adverse effect. See “RiskoFaetLegal and Regulatory Risks—If we determinehia future that we are required to
establish reserves or we incur liabilities for ditigation that has been or may be brought agaiesbur results of operations, cash flow and
financial condition could be materially and advérsdfected” and Note 20 to the Consolidated FinalnStatements included in this Report.

If the settlements of our currency conversion casee not ultimately approved and we are unsuccesgilany of our various lawsuits
relating to our currency conversion practices, obusiness may be materially and adversely affected.

We generate significant revenue from processingszbmrder currency transactions for members. Howewe are defendants in several
state and federal lawsuits alleging that our cuoyesonversion practices are deceptive, anti-cortipetor otherwise unlawful. In particular, a
trial judge in California found that our currenaynwersion practice is deceptive under Californgestaw, and ordered us to mandate that
members disclose the currency conversion procesarttholders in cardholder agreements, applicatswigitations and monthly billing
statements. The judge also ordered unspecifietutast to California cardholders. The decision wagersed on appeal on grounds that
plaintiff lacked standing to pursue his claimsatidition, we have been served with similar comaim several state courts seeking to, in
effect, extend the judge’s decision to MasterCanmdlicolders outside of California. We have succeadédving several of these cases
dismissed or transferred to the U.S. District Cdorthe Southern District of New York and combineith putative federal class actions. The
class actions allege that our currency conversiantizes violate federal antitrust laws. On July 2006, MasterCard and the other defendants
in the federal class actions entered into agreesreitling those cases and related matters, asgéile California state case. Pursuant to the
settlement agreements, MasterCard has paid $7@mitl be used for defendants’ settlement funcettiesthe federal actions and $13 million,
which is expected to be paid in 2007, to settleGh#fornia case. The settlement agreements afjedub final approval by the court and
resolution of all appeals. If final approval of thettlement agreements is not granted and we arecoessful in defending against these law
or the state currency conversion cases, we may thgvay restitution to cardholders who make clatina they used their cards in another
country, or may be required to modify our currenopnversion practices. See Note 20 to the Conselileinancial Statements included in this
Report.

If we are found liable in any of the other litigatins that have been brought against us or in any ethitigation to which we may be
subject in the future, we may be forced to pay dayas and/or change our business practices or pricstgucture, any of which could have
material adverse effect on our revenue and profiiéip.

There are currently actions against MasterCardrat®nal in a number of state courts and the Bistf Columbia. In a number of these
state courts, there are multiple complaints agaitesiterCard International brought under state umf@npetition statutes on behalf of putative
classes of consumers. The claims in these actiimsrrthe allegations made in the U.S. merchanslaty which was brought on behalf of a
class of U.S. merchants against MasterCard Intemaltand Visa and alleged, among other thingg,aba“Honor All Cards” rule (and a
similar Visa rule), which required merchants whoegat MasterCard cards to accept for
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payment every validly presented MasterCard camstitoited an illegal tying arrangement in violatminSection 1 of the Sherman Act. The
plaintiffs also asserted that we and Visa conspioatdonopolize what they characterized as the pafistale debit card market. In June 2003,
MasterCard International entered into a settleragréement that resolved the U.S. merchant lawsditantract disputes with certain
customers. The settlement agreement required, awibeg things, that we pay $125 million in 2003 &1@0 million annually each December
from 2004 through 2012. See Note 18 to the ConatdiiFinancial Statements included in this Reporafdescription of the settlement
agreement. The putative consumer class actionscareovered by the terms of the June 2003 settleaggreement. These actions assert that
merchants, faced with excessive merchant discaa®, have passed these overcharges to consuntieesfamm of higher prices on goods and
services sold.

None of the putative consumer class actions sgadiffie amount of damages sought. See Note 20 @athsolidated Financial Stateme
included in this Report. We may also be sued irfahgre in the United States or in other jurisdiot by our customers, merchants or
consumers for substantial damages or injunctiviefriel connection with our business practices. & ave unsuccessful in our defense against
the consumer class actions, or any other litigatiemmay be forced to pay damages and/or changeusimess practices and pricing structure,
any of which could have a material adverse effeabar revenue and profitability.

If we determine in the future that we are required establish reserves or we incur liabilities fonwlitigation that has been or may be
brought against us, our results of operations, cafbw and financial condition could be materiallyrad adversely affected.

Except with respect to currency conversion litigasi, we have not established reserves for anyeafdterial legal proceedings in which
we are currently involved and we are unable tovest at this time the amount of charges, if amgt thay be required to provide reserves for
these matters in the future. We may determineerfuture that a charge for all or a portion of afipur legal proceedings is required, incluc
charges related to legal fees. In addition, we bwyequired to record an additional charge if weaiiriabilities in excess of reserves that we
have previously recorded. Such charges, partiguiarthe event we may be found liable in a largesstaction lawsuit or on the basis of an
antitrust claim entitling the plaintiff to treblethages or under which we were jointly and sevetalble, could be significant and could
materially and adversely affect our results of aiens, cash flow and financial condition, or, artain circumstances, even cause us to be:
insolvent. A plaintiff in one of our antitrust lifations has asserted in a written communicationttieadamages it believes it is likely to recover
in its lawsuit will exceed our capital and abiltty pay and that the damages in such lawsuit andirmther pending litigations are likely to be
the billions of dollars before trebling. See No€et@ the Consolidated Financial Statements inclidehis Report.

Limitations on our business and other penalties uiting from litigation or litigation settlements mamaterially and adversely affect
our revenue and profitability.

As a result of the settlement agreement in conaeaetith the U.S. merchant lawsuit, merchants hheeright to reject our debit cards in
the United States while still accepting other MeS&rd-branded cards, and vice versa. See Note @@ tGonsolidated Financial Statements
included in this Report. These limitations and &rtyre limitations on our business resulting fratigation or litigation settlements could
reduce the volume of business that we do with astamners, which may materially and adversely affectrevenue and profitability.

The payments industry is generally the subjectdreasing global regulatory focus, which may imposestly new compliance burdel
on us and our customers and lead to decreased taatisn volumes through our systems.

We are subject to regulations that affect the patrimelustry in the many countries in which our caade used. In particular, our
customers are subject to numerous regulationscgipéi to banks and other financial institutionghi@ United States and abroad, and,
consequently, MasterCard is at times affected loj su
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regulations. Regulation of the payments industrgiuiding regulations applicable to us and our austs, has increased significantly in recent
years. For example, in 2002 MasterCard became &uioj¢he regulatory requirements of Section 352fahe USA Patriot Act, which he¢
required our customers and us to create and implecoenprehensive anti-money laundering programgeblsed regulatory focus in this area
could result in additional obligations or restricts with respect to the types of products that \ag offer to consumers, the countries in which
our cards may be used and the types of cardhodahelsnerchants who can obtain or accept our cards.

We are also subject to regulations imposed by tt& Treasury Office of Foreign Assets Control (“GFA While MasterCard has no
business operations, subsidiaries or affiliatedtientin Syria, Iran, Sudan, North Korea or Cublméted number of financial institutions are
licensed by MasterCard to issue cards or acquiretmeat transactions in certain of these countvidsch have each been identified by the U.S.
State Department as terrorist-sponsoring statesisndubject to OFAC restrictions. Our reputaticaayrauffer due to our association with these
countries, which in turn could have a material aseeffect on the value of our stock. Further,aiert).S. states have recently enacted
legislation regarding investments by pension fuend other retirement systems in companies that hasmess activities or contacts with
countries that have been identified as terrorisiaspring states and similar legislation may be penih other states. As a result, pension funds
and other retirement systems may be subject tatiagaequirements with respect to investmentsompanies such as ours or may be subject
to limits or prohibitions with respect to those @stments that may materially and adversely affacstock price.

In addition, the Federal Trade Commission and ¢alefal banking agencies are in the process of dgivg a number of regulations
implementing the Fair and Accurate Credit TransedtiAct that could have a material impact on ogtamers’ businesses by increasing costs
of issuance and/or decreasing the ability of casders to set the price of credit. Regulators hedtS. Congress have also increased their
scrutiny of our customers’ pricing of credit an@ithunderwriting standards. Any legislative or riegory restrictions on our customers’ ability
to operate their credit card programs or price itfegkely could result in reduced amounts of credidilable to consumers, which could
materially and adversely affect our transactioruwté and revenues.

There is also increasing scrutiny of a number béotredit card practices, from which many of austomers derive significant revenue,
by Congress and governmental agencies. For exam@ddition to interchange fees, the Senate PeznteBubcommittee on Investigations
will also consider the methods used to calculatarfce charges and allocate payments received faothalders, and the methods by which
default interest rates, late fees and over-thekelietit fees are determined, imposed, and disalo3énese investigative efforts and other
congressional activity could lead to legislatiom/m regulation that could have a material impacbar customerdhusinesses and our busin
if implemented. Any such legislative or regulatoegtrictions on our customers’ ability to operdteit credit card programs or to price credit
freely could result in reduced revenue and incréassts for our customers, reduced amounts oftcagdilable to consumers and, therefore, a
potential reduction of our transaction volume agnekenues.

The U.S. Congress recently enacted legislationireguthe coding and blocking of payments for ciertgpes of Internet gambling
transactions. The legislation applies to paymestesy participants, including MasterCard and our. duStomers, and will be implemented
through a federal rulemaking process that is exguett be completed in 2007. These federal ruleklaeguire us and our customers to
implement new compliance programs that would ingeaaur costs and/or decrease our transaction velumaddition, it is expected that the
U.S. Congress will renew consideration of regulafaoitiatives in the areas of Internet prescriptdmg purchases, copyright and trademark
infringement, and privacy, among others, that camplose additional compliance burdens on us araliocustomers. Most U.S. states are
considering a variety of similar legislation. If plemented, these initiatives could require us agraustomers to monitor, filter, restrict, or
otherwise oversee various categories of paymedttcansactions, thereby increasing our costs aredsig our transaction volumes. Various
regulatory agencies are also considering regulstionwering identity theft, account management dinds, privacy, disclosure rules, security,
and marketing that would impact our
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customers directly. The implementation of receetiacted bankruptcy reform legislation in the Uni&dtes may also directly affect our
customers’ business models for their payment daundmess. These new requirements and developmentaffiect our customers’ ability to
extend credit through the use of payment cards;lwbduld decrease our transaction volumes. In soroemstances, new regulations could
have the effect of limiting our customers’ abilityoffer new types of payment programs or restrgctheir ability to offer our existing
programs such as stored value cards, which coutdrially and adversely reduce our revenues andhexgrowth.

Increased regulatory focus on us, such as in ceiomewith the matters discussed above, may increaseosts, which could materially
and adversely impact our financial performance.il&iy, increased regulatory focus on our custormeay cause them to reduce the volum
transactions processed through our systems, whichdwveduce our revenues materially and adversapact our financial performance.

Existing and proposed regulation in the areas ofrsumer privacy, data use and/or security could demse the number of payment
cards issued and could increase our costs.

We and our customers are also subject to regukatielated to privacy and data use and securitigarjurisdictions in which we do
business, and we and our customers could be nefaiimpacted by these regulations. For exampléhenUnited States, we and our customers
are respectively subject to the Federal Trade Casion’s and the banking agency information safedjongrrequirements under the Gramm-
Leach-Bliley Act. The Federal Trade Commission®imation safeguards rules require us to develaplJément and maintain a written,
comprehensive information security program contejréafeguards that are appropriate to our sizeamgplexity, the nature and scope of our
activities and the sensitivity of any customer mfiation at issue. In the United States, a numbeéilisfwere considered by Congress and there
have been several congressional hearings to addfessiation safeguarding and data breach issuesgress will likely consider these issues
again in 2007 which could result in legislationtthauld have an adverse impact on us and our custorin addition, a number of states have
enacted security breach legislation, requiring eyyevels of consumer notification in the evenaaecurity breach, and several other states
are considering similar legislation.

In Europe, the European Parliament and Council lpagsed the European Directive 95/46/EC on theegtion of individuals with regal
to the processing of personal data and on thenfimement of such data, which obligates the comtraf an individual's personal data to take
the necessary technical and organizational measum®stect personal data. The Directive has begremented through local laws regulating
data protection in European Union member stategioh we and our customers are subject.

Regulation of privacy and data use and securithése and other jurisdictions may increase thesafsbur customers to issue payment
cards, which may decrease the number of our chedgtey issue. Any additional regulations in theses may also increase our costs to
comply with such regulations, which could mateyiahd adversely affect our profitability. Finalfgilure to comply with the privacy and data
use and security laws and regulations to which mgesabject could result in fines, sanctions or ogfenalties, which could materially and
adversely affect our results of operations andalbusiness.

Business Risks

We face increasingly intense competitive pressunetioe prices we charge our customers, which may enally and adversely affect
our revenue and profitability.

We generate revenue from the fees that we changeustomers for providing transaction processing) @her payment-related services
and from assessments on the dollar volume of &gtiwvi cards carrying our brands. In order to insesmansaction volumes, we seek to enter
into business agreements with customers througbhahe offer incentives, pricing discounts and othgsport to issue and promote our cards.
In order
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to stay competitive, we may have to increase theuartnof these incentives and pricing discounts.r@ve past several years, we experienced
continued pricing pressure. The demand from outocoers for better pricing arrangements and greatmtes and incentives moderates our
growth. We may not be able to continue our expansitategy to process additional transaction voliordo provide additional services to our
customers at levels sufficient to compensate fohdawer fees or increased costs in the futurectwbbuld materially and adversely affect our
revenue and profitability. In addition, increasedgsure on prices enhances the importance of oo&inment and productivity initiatives in
areas other than those relating to customer ingentWe may not succeed in these efforts.

Our strategy is to grow our business by, amongrdttiegs, focusing on our key customers and ergerito customized business
agreements with key customers around the globthelfuture, we may not be able to enter into sigree@ments on terms that we consider
favorable, and we may be required to modify exgstigreements in order to maintain relationshipstarmmpete with others in the industry.
Some of our competitors are larger and have gréatancial resources than we do and accordinglyy beable to charge lower prices to our
customers. In addition, to the extent that we affiscounts or incentives under such agreementsyilveeed to further increase transaction
volumes or the amount of services provided thereuirdorder to benefit incrementally from such @gnents and to increase revenue and
profit. Furthermore, a number of customers fromalihive earn substantial revenue are principallynalibwith one of our competitors. A
significant loss of revenue or transaction volurftem these customers could have a material adwens&ct on our business.

Consolidation or other changes affecting the bankimndustry could result in a loss of business fordgterCard and may create
pressure on the prices we charge our customers,clvhmay materially and adversely affect our reverared profitability.

Over the last several years, the banking indusisyundergone rapid consolidation, and we expestitéind to continue in the future.
Consolidation represents a competitive threat tbacgause our strategy contemplates entering irdméss agreements with our largest
customers in exchange for significant business cibmemts. Significant ongoing consolidation in thenking industry may result in a financial
institution with a substantial MasterCard portfdiieing acquired by an institution that has a stn@tationship with a competitor, resulting in
the loss of business for MasterCard. In additiorg or more of our customers could seek to merde, witacquire, one of our competitors, and
any such transaction could have a material advergact on our business and prospects.

The continued consolidation in the banking indusiso produces a smaller number of large customénrish generally have a greater
ability to negotiate pricing discounts with Master@. In addition, consolidations could prompt oustomers to renegotiate our business
agreements to obtain more favorable terms. Thisspire on the prices we charge our customers coatierially and adversely affect our
revenue and profitability.

In addition, changing regulatory environments irtaie regions may lead us to change our pricingragements and could reduce our
overall revenues.

Our revenue would decline significantly if we losme or more of our most significant customers, whicould have a material adverse
impact on our business.

Most of our customer relationships are not excleisiad in certain circumstances may be terminatealbgustomers. Our customers can
reassess their commitments to us at any time ifutibee and/or develop their own competitive seggicAccordingly, our business agreements
with customers may not reduce the risk inheremuinbusiness that customers may terminate theitioglships with us in favor of our
competitors, or for other reasons, or might nottntleeir contractual obligations to us.

In addition, a significant portion of our revengeconcentrated among our five largest customerd006, the net revenues from these
customers represented an aggregate of approxingielybillion, or 34%, of total
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revenue. One of our large customers, JPMorgan (Baiske and its affiliates, generated 11% of our otidated revenue in 2006. JPMorgan
Chase Bank also acts as our U.S. settlement bahkasa significant commitment under our revohéngdit facility. Loss of business from
JPMorgan Chase Bank or any of our other large custe could have a material adverse impact on osinbss.

Merchants are increasingly focused on the costsaotepting card-based forms of payment, which madé¢o additional litigation and
regulatory proceedings and may increase the co$tsw incentive programs, which could materially a@nadversely affect our profitability.

We rely on merchants and their relationships with@ustomers to expand the acceptance of our c@missolidation in the retail industry
is producing a set of larger merchants with indregg global scope. We believe that these merchargshaving a significant impact on all
participants in the global payments industry, idahg MasterCard. For instance, as a result of ¢tdesnent agreement in connection with the
U.S. merchant lawsuit, merchants have the righeject our debit cards in the United States whileaccepting other MasterCard-branded
cards, and vice versa. See Note 18 to the Consetidénancial Statements included in this Reparaddition, some large merchants are
supporting many of the legal and regulatory chaléento interchange fees that MasterCard is nowndéfg, since interchange fees represent a
significant component of the costs that merchaaystp accept payment cards. See “—Interchangeafi@esubject to increasingly intense legal
and regulatory scrutiny worldwide, which may havaaterial adverse impact on our revenue, our paisger future growth and our overall
business.” The increasing focus of merchants ordisés of accepting various forms of payment may ke additional litigation and regulatory
proceedings. Large merchants are also able to ia¢g@ticing discounts and other incentives fronand our customers as a condition to
accepting our payment cards. As merchants conselatad become even larger, we may have to incthasemount of incentives that we
provide to certain merchants, which could materiaid adversely affect our revenues and profitgbili

Our operating results may suffer because of subdtahand increasingly intense competition worldwidie the global payments
industry.

The global payments industry is highly competiti@eiwr payment programs compete against all forngagment, including paper-based
transactions (principally cash and checks), ele@trtransactions such as wire transfers and Autedh@{earing House payments and other
electronic forms of payment, including card-basagment systems. See “Business—Competition” in Réem 1 of this Report. Some of our
competitors have developed, or may develop, sutisligrgreater financial and other resources thahave, may offer a wider range of
programs and services than we offer or may use efteetive advertising and marketing strategieadbieve broader brand recognition or
merchant acceptance than we have. We may not bambbmpete effectively against these threatadtiition, our competitors may be more
efficient than we are in introducing innovative grams and service. As a result, our revenue oitphbility could decline.

A significant portion of the revenue we earn outsidthe United States is generated from cross-boiti@nsactions and a decline in
cross-border business and leisure travel could adety affect our revenues and profitability.

We process substantially all cross-border transastiusing MasterCard, Maestro and Cirrus-brandetb@nd generate a significant
amount of revenue from fees for processing crosddyand currency conversion transactions. In auditve charge relatively higher
operations fees for settlement, authorization avitth fees on cross-border transactions. Reveram firocessing cross-border and currency
conversion transactions for our customers fluctiatigh cross border travel and our customers’ rieettansactions to be converted into their
base currency. In particular, international gedjuall, economic and other conditions, including thieat of terrorism and outbreak of diseases
such as avian influenza, could cause a declineosseborder business and leisure travel, whichdcadlersely affect our revenues and
profitability.
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We have repealed our Competitive Programs Polic€ PP”) in the United States as a result of a finaldJgment in our litigation with
the U.S. Department of Justice, and our businessynsaffer as a result.

Based on a final judgment of our litigation wittett.S. Department of Justice, in October 2004 GRIP in the United States, which
prohibited financial institutions participating dur system from issuing competing proprietary paynoards, became unenforceable and was
subsequently repealed. See Note 20 to the Consatdiddinancial Statements included in this RepostaAesult, our issuers are now permitted
to issue general purpose credit or debit cardserlnited States on any other general purposerevebrk (such as American Express or
Discover). This may cause our members to issuerfearels with our brand and to enter into arrangaseith our competitors to issue cards,
thereby reducing the volume of transactions thapmeess, decreasing our revenues. A number daoge customers, including Bank of
America, Citibank, HSBC, USAA and GE Finance, hhegun to issue or have announced that they wileiggmerican Express or Discover-
branded cards. Accordingly, the repeal of the CRl have a material adverse affect on our busimegsnue and profitability.

We depend significantly on our relationships witluocustomers to manage our payment system. If we anable to maintain those
relationships, or if our customers are unable to mé&ain their relationships with cardholders or mehants that accept our cards for
payment, our business may be materially and advisraéfected.

We are, and will continue to be, significantly degent on our relationships with our issuers andiecs and their further relationships
with cardholders and merchants to support our grogrand services. We do not issue cards, extedd tweardholders or determine the
interest rates (if applicable) or other fees chargecardholders using cards that carry our braBdsh issuer determines these and most other
competitive card features. In addition, we do retaklish the discount rate that merchants are elddigr card acceptance, which is the
responsibility of our acquirers. As a result, ousiness significantly depends on the continuedesscand competitiveness of our issuer and
acquirer customers. In turn, our customers’ sucdepgnds on a variety of factors over which we Hétée or no influence. If our customers
become financially unstable, we may lose revenugeomay be exposed to settlement risk as deschbkedv.

With the exception of the United States and a selember of other jurisdictions, most in-countrg (oposed to cross-border)
transactions conducted using MasterCard, MaesttaCamus cards are authorized, cleared and sdifealir customers or other processors
without involving our central processing systemsc&use we do not provide domestic processing ssrificthese countries and do not, as
described above, have direct relationships witlialders or merchants, we depend on our close wgndlationships with our customers to
effectively manage our brands, and the percepti@uppayment system among regulators, merchamtgamsumers in these countries. From
time to time, our customers may take actions treatior not believe to be in the best interests ofpayment system overall, which may
materially and adversely impact our business. ffaustomers’ actions cause significant negativeqyaion of the global payments industry or
our brands, cardholders may reduce the usage gfrograms, which could reduce our revenues andtabdfty.

In addition, our competitors may process a grgatdecentage of domestic transactions in jurisdictiontside the United States than we
do. As a result, our inability to control the emdend processing on cards carrying our brands imymaarkets may put us at a competitive
disadvantage by limiting our ability to introducalwe-added programs and services that are depeagentus processing the underlying
transactions.

We rely on the continuing expansion of merchaneptance of our brands and programs. Although osinkess strategy is to invest in
strengthening our brands and expanding our acceptagtwork, there can be no guarantee that ourtgfifothese areas will continue to be
successful. If the rate of merchant acceptance threlews or reverses itself, our business couléesuf
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If we are unable to grow our debit business, padiiarly in the United States, we may fail to mainteand increase our revenue growt

In recent years, we believe that industry-wideinéfland online debit transactions have grown mapélly than credit or charge
transactions. However, in the United States, wiebelthat transactions involving our brands accdonéa smaller share of all offline,
signature-based debit transactions than they diitarecharge transactions. In addition, many af @mpetitors process a greater number of
online, PIN-based debit transactions at the pdisate than we do, since our Maestro brand hativelalow penetration in the United States.
We may not be able to increase our penetratioddoit transactions in the United States since nodimur competitors have long-standing and
strong positions. We may also be impacted advetsebny tendency among U.S. consumers or finaimétutions to migrate from offline,
signature-based debit transactions to online, RiBEH transactions, because the latter types &factions are more likely to be processed by
other ATM/debit point-of-sale networks. In additjome generally earn higher revenues on point-ad-pafchase transactions than on cash
access transactions, and on domestic credit atideoffebit transactions than on comparable onletdtdransactions.

Furthermore, in June 2003, following the settlemarihe U.S. merchant lawsuit, Visa enacted a bykequiring its 100 largest issuers of
debit cards in the United States to pay a so-célettlement service feef these issuers reduce their debit Visa volumenoye than 10%. Th
bylaw was later modified to clarify that the satilent service fee would only be imposed if an issidfted its portfolio of debit cards to
MasterCard. See Note 20 to the Consolidated FinhBtatements included in this Report for a desioripof our response to this bylaw
provision. If Visa is permitted to impose this f&tient service fee on issuers of debit cards agugtd this bylaw, it would penalize Visa
members seeking to do debit business with Master@ad would effectively prohibit them from conveditheir debit card programs to our
programs.

Any of these factors may inhibit the growth of @@bit business, which could materially and advgraéfect our revenues and overall
prospects for future growth.

Global economic, political and other conditions magversely affect trends in consumer spending, whinay materially and adverse
impact our revenue and profitability.

The global payments industry depends heavily uperoterall level of consumer, business and goventsgending. A sustained
deterioration in general economic conditions, pattrly in the United States or Europe, or incrednénterest rates in key countries in which
we operate may adversely affect our financial pernce by reducing the number or average purchasers of transactions involving
payment cards carrying our brands. Also, as weganeipally domiciled in the United States, a négaperception of the United States could
impact the perception of our company, which couldeasely affect our business prospects and growth.

As a guarantor of certain obligations of principahembers and affiliate debit licensees, we are exgb® risk of loss or illiquidity if
any of our members default on their MasterCard, €is or Maestro settlement obligations.

We may incur liability in connection with transamtisettlements if an issuer or acquirer fails tudfits daily settlement obligations due
technical problems, liquidity shortfall, insolvenoy other reasons. If a principal member or affidebit licensee is unable to fulfill its
settlement obligations to other members, we may thealoss even if we do not process the transachimaddition, although we are not
contractually obligated to do so, we may electaegkmerchants whole if an acquirer defaults oméschant payment obligations, in order to
maintain the integrity and acceptance of our bra@is estimated gross legal settlement exposurigha$ calculated using the average daily
card charges made during the quarter multipliethibyestimated number of days to settle, was apmbely $18.1 billion as of December 31,
2006. We have a revolving credit facility in the@mt of $2.5 billion which could be used to provid@giidity in the event of one or more
settlement failures by our members. While we belithat we have sufficient liquidity to cover a
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settlement failure by any of our largest custonmersheir peak day, concurrent settlement failufesare than one of our largest customers or
of several of our smaller customers may exceedheailable resources and could materially and aédleedfect our business and financial
condition. In addition, even if we have sufficidiquidity to cover a settlement failure, we may betable to recover the cost of such a payr
and may therefore be exposed to significant losgkigch could materially and adversely affect owgules of operations, cash flow and financial
condition. For more information on our settlemexpasure as of December 31, 2006, see Note 21 tGdahsolidated Financial Statements
included in this Report.

Following our ownership and governance change, we longer have the right to impose special assessméor extraordinary events
upon the members of MasterCard International, whicould leave us exposed to significant losses ttmtld materially and adversely affect
our results of operations, cash flow and financiebndition, or, in certain circumstances, even causeto become insolvent.

In connection with our ownership and governancengbathe certificate of incorporation and the byda MasterCard International we
amended to eliminate the right of MasterCard Irdaéamal to impose special assessments for extraangievents upon its members. This
special assessment right previously allowed MastetThternational to recover from its members ab@ortion of its expenses and liabilities
arising out of extraordinary events, such as sa#tgs or judgments in major litigations and catgstiic occurrences that may cause significant
risk or damage to MasterCard. We now bear the esgeeand liabilities associated with extraordinammngs without recourse to members of
MasterCard International through a right of assesgmAccordingly, the loss of this special assesgmght for extraordinary events leaves us
exposed to significant risks and losses from titgses of extraordinary events, which could matbriahd adversely affect our results of
operations, cash flow and financial condition,iprgertain circumstances, even cause us to becasoérent.

If our transaction processing systems are disruptadwe are unable to process transactions efficlgrdr at all, our revenue or
profitability would be materially reducec

Our transaction processing systems may experieees interruptions as a result of fire, naturigbdters, power loss, disruptions in
long distance or local telecommunications acceasdf terrorism, accident or other catastrophiceszéViost of our transaction processing
systems are controlled by a single facility, supgaiby a separate smaller co-processing facilitdisaster or other problem at our primary
and/or back-up facilities or our other owned oskzifacilities could interrupt our services. Addlitally, we rely on third-party service
providers, such as AT&T, for the timely transmissaf information across our global data transpamahetwork. If one of our service
providers fails to provide the communications cétyamr services we require, as a result of natdisdster, operational disruption, terrorism or
any other reason, the failure could interrupt @rviges, adversely affect the perception of ountsareliability and materially reduce our
revenue or profitability.

Account data breaches involving card data storedusyor third parties could adversely affect our ngation and revenue.

We, our customers, and other third parties storghtdder account information in connection with pent cards bearing our brands. In
addition, our customers may sponsor third-partyc@ssors to process transactions generated by camying our brands. A breach of the
systems on which sensitive cardholder data anduatdéoformation are stored could lead to frauduksetivity involving our cards, damage the
reputation of our brands and lead to claims agaissin 2005 and 2006, there were several highilprafcount data compromise events
potentially affecting millions of cardholders. Iddition, in 2007, TIX Companies Inc., which owngesal retailers, including T.J. Maxx,
Marshalls, HomeGoods and A.J.Wright stores, annediticat it suffered an unauthorized intrusion itk@omputer systems that process and
store information related to credit and debit daatisactions, which could affect millions of Ma&lard, Visa, Discover and American Express
cardholders. As a result, we may be subject tol#w e connection with data security breaches livimg payment cards carrying our brand:
we are unsuccessful in defending lawsuits invohdngh data security breaches, we may
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be forced to pay damages, which could materialty aaversely affect our profitability. In additicamy damage to our reputation or that of our
brands resulting from an account data breach adeddease the use and acceptance of our cards, edudthhave a material adverse impact on
our transaction volumes, revenue and future gr@abspects, or increase our costs by leading tdiaddi regulatory burdens being imposed
upon us.

An increase in fraudulent activity using our cardsould lead to reputational damage to our brands acolld reduce the use and
acceptance of our cards.

Criminals are using increasingly sophisticated oéshto capture cardholder account information gage in illegal activities such as
fraud and identity theft. As outsourcing and splezasion become a more acceptable way of doingr®ss in the payments industry, there are
more third parties involved in processing transangiusing our cards. Increased fraud levels inaglaur cards could lead to regulatory
intervention, such as mandatory card re-issuanealoanced security requirements, and damage teeputation and financial damage to our
brands, which could reduce the use and acceptdrmg cards or increase our compliance costs, aeaby have a material adverse impact on
our business.

If we are not able to keep pace with the rapid teological developments in our industry to providastomers, merchants and
cardholders with new and innovative payment progrsuaind services, the use of our cards could declimkich would reduce our revenue
and income.

The payment card industry is subject to rapid aguificant technological changes, including contgudevelopments of technologies in
the areas of smart cards, radio frequency and mitkpayment devices (such as contactless carlggtrenic commerce and mobile comme
among others. We cannot predict the effect of teldgical changes on our business. We rely in pathod parties, including some of our
competitors and potential competitors, for the dwment of and access to new technologies. We ¢xpatnew services and technologies
applicable to the payments industry will continaeetnerge, and these new services and technologig®ensuperior to, or render obsolete, the
technologies we currently use in our card prograntsservices. In addition, our ability to adopt reavices and technologies that we develop
may be inhibited by a need for industry-wide staddaby resistance from customers or merchantsd shanges or by intellectual property
rights of third parties. Our future success wilpded, in part, on our ability to develop or adaptsichnological changes and evolving industry
standards.

We may face increased competition resulting fronstzange in ownership of our competitors, which colidve an adverse impact our
revenue.

Both Visa and Discover have recently announcedsplarchange their ownership structures, which coesdlt in them becoming strong
and more efficient companies within the global papts industry. In October 2006, Visa announcegl#a to restructure its organization
through the creation of a new stock corporation @svhy its current member financial institutionsptfollowed by an initial public offering
within 12 to 18 months. In December 2006, Morgaanf&ty announced that it would spin-off its Discovard unit as a publicly-traded
company in the third quarter of 2007. If we arehlado compete effectively with Visa and Discouwen use of our programs and products
could decline, which would have an adverse impaabur revenues.

Adverse currency fluctuations and foreign exchangentrols could decrease revenue we receive fromioternational operations.

During 2006, approximately 47.7% of our revenue geserated from activities outside the United StaB®me of the revenue we
generate outside the United States is subjectpoedittable and indeterminate fluctuations if tiadues of other currencies change relative to
the U.S. dollar. Resulting exchange gains and #aseincluded in our net income. Our risk manageraetivities provide protection with
respect to adverse changes in the value of ornityitetl number of currencies. Furthermore, we mayobee subject to exchange
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control regulations that might restrict or prohithie conversion of our other revenue currenciesihS. dollars. The occurrence of any of these
factors could decrease the value of revenues vevieérom our international operations and haveagenial adverse impact on our business.

Any acquisitions that we make could disrupt our lsss and harm our financial condition.

We may evaluate or make strategic acquisition®ofgiementary businesses, products or technologiesnay not be able to
successfully finance or integrate any such acquitesinesses, products or technologies. Furtherrtfieentegration of any acquisition may
divert management’s time and resources from ow basiness and disrupt our operations. We may sjirmedand money on projects that do
not increase our revenue. To the extent we papuhehase price of any acquisition in cash, it waelduce our cash reserves available to u
other uses, and to the extent the purchase prig&idswith our stock, it could be dilutive to ouoskholders. While we from time to time
evaluate potential acquisitions of businesses,ymtsdand technologies, and anticipate continuingaée these evaluations, we have no pre
understandings, commitments or agreements witteot$p any material acquisitions.

Changes in the regulatory environment may adversaffect our benefit plans.

We provide certain retirement benefits to our l&@ployees through the MasterCard Accumulation BN&AP), a qualified cash balance
benefit plan. While two U.S. federal circuit counfsappeal have ruled that cash balance pensiors jpla not violate the age discrimination
provisions of ERISA, various other courts have duteat such plans are age discriminatory. Whenisgkise is resolved definitely, we may be
required to amend the MAP and, like other U.S. canigs with cash balance plans, may be exposeaitosfrom plan participants. These
developments could have a material adverse impaotioresults of operations.

Risks Related to our Class A Common Stock and Goveance Structure
Future sales of our shares of Class A common steckild depress the market price of our Class A conmnstock.

The market price of our Class A common stock caédline as a result of sales of a large numbeharfes in the market or the percep
that such sales could occur. These sales, or thplity that these sales may occur, also mighteriemore difficult for us or our stockholders
to sell equity securities in the future. We curhghtave 79,631,983 outstanding shares of Classmnton stock of which 13,496,933 shares
were donated by MasterCard to the Foundation. Utideterms of the donation, the Foundation mayitsetihares of our Class A common
stock commencing on the fourth anniversary of thhesammation of the IPO to the extent necessargrgpty with charitable disbursement
requirements. Under Canadian tax law, the Founddagigenerally required each year to disburseaat 18.5% of its assets not used in
administration of the Foundation in qualified clteble disbursements. However, the Foundation hisraa permission from the Canadian tax
authorities to defer its annual disbursement resént for up to ten years and meet its total dededisbursement obligations at the end of the
ten-year period. Despite this permission to defeal disbursements, the Foundation may decidestt its disbursement obligations on an
annual basis or to settle previously accumulatédigaiions during any given year. In addition, thrmuRdation will be permitted to sell all of the
remaining shares held by it starting twenty yeai @leven months after the consummation of the IPO.

In addition, holders of our Class B common stock, wommencing on the fourth anniversary of thestanmation of the IPO, have the
option to convert their shares of Class B commouoksinto shares of our Class A common stock oneafon-one basis, subject to certain rights
of first refusal by the other holders of Class Bnooon stock, in connection with sale of such stachrt eligible holder. All of the shares of
Class A common stock issuable upon conversion di shares will be freely tradable without restdntor registration under the Securities .
by persons other than our affiliates. These fusales, or the perception that such sales may ocould depress the market price of our Cla
common stock.
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The trading market for our Class A common stock ddie adversely affected because provisions of @entificate of incorporation
will make it in many cases difficult for broker-déers that are members or affiliates of members oaMerCard International to make a
market in our Class A common stock.

Our amended and restated certificate of incorpmmgtrovides that no person who is a member oia#idl with a member of MasterCard
International, which we refer to collectively asémber affiliates,” as well as the broker-dealeiliafés of such members, will be permitted to
beneficially own any shares of Class A common stwrogertain other voting stock (or securities catilaée or exchangeable into such stock) at
any time, subject to a limited number of exceptidrtsose exceptions include (1) an underwriter pgaditing in an offering of such securities
may beneficially own such securities, but onlyhe extent necessary to facilitate that offering @)dsuch a person may beneficially own such
securities if those securities are held for theefieof third parties or in customer or fiduciargcaunts in the ordinary course of such person’s
business and are held by such person without ttpope or effect of changing or influencing conwbMasterCard. Accordingly, no member
affiliate is able to trade as a principal in oua€d A common stock and is restricted in its abibitact as a market-maker in our Class A
common stock, although member affiliates are abkexecute trades as agents for third parties. Ttessactions on the ability of the member
affiliates to engage in market-making may adverséfigct the trading market for the Class A commiarcls

Anti-takeover provisions in our charter documents@ Delaware law could delay or prevent entirelyakéover attempt or a change in
control.

Provisions contained in our amended and restateificate of incorporation and bylaws and Delawke could delay or prevent entirely
a merger or acquisition that our stockholders atarsiavorable. These provisions may also discouaageisition proposals or have the effect
of delaying or preventing entirely a change in colptwhich could harm our stock price. For examplghject to limited exceptions, our
amended and restated certificate of incorporatiohipits any person from beneficially owning manan 15% of any of the Class A common
stock, the Class B common stock or any other @asgries of our stock with general voting powennore than 15% of our total voting pow
Further, no member or former member of MasterCaterhational, or any operator, member or licendesyp competing general purpose
payment card system, or any affiliate of any suetsgn, may beneficially own any share of Class #armon stock or any other class or series
of our stock entitled to vote generally in the &t of directors. In addition,

» our board of directors is divided into three classeth approximately or-third of our directors elected each ye
» up to three of our directors (but no more than-quarter of all directors) are elected by the hadd#rour Class M common stoc
* any representative of a competitor of MasterCardfdhe Foundation is disqualified from serviceaur board of directors

» our directors, other than the directors electethleyholders of our Class M common stock (who mayebeoved without cause by the
holders of the Class M common stock), may be remavdy for cause and only upon the affirmative votat least 80% in voting
power of all the shares of stock then entitleddte\at an election of directors, voting togethea aingle class

» our stockholders are not entitled to the rightumalate votes in the election of directc
» holders of our Class A common stock are not eudtibeact by written conser
e our stockholders must provide timely notice for atgyckholder proposals and director nominatic

» we have adopted limited liability provisions théitrénate the personal liability of directors anetimembers of our European Board
for monetary damages for actions taken as a directmember, with certain exceptions; ¢
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« avote of 80% or more of all of the outstandingrebaf our stock then entitled to vote is requiikdmend certain sections of ¢
amended and restated certificate of incorporatimhfar stockholders to amend any provision of oglatws.

A substantial portion of our voting power is held/bthe Foundation, which is restricted from sellirghares for an extended period of
time and therefore may not have the same incentivapprove a corporate action that may be favoratdehe other public stockholders. In
addition, the ownership of Class A common stocktbg Foundation and the restrictions on transfer clildiscourage or make more difficu
acquisition proposals favored by the other holderfsthe Class A common stock.

The Foundation owns 13,496,933 shares of Classvhun stock, representing approximately 17% of @umregal voting power. The
Foundation may not sell or otherwise transferti@res of Class A common stock prior to the dateclvis twenty years and eleven months
following the IPO, except to the extent necessaryatisfy its charitable disbursement requiremstatgting on the fourth anniversary of the
IPO. The directors of the Foundation are requicede independent of us and our members. The owipassElass A common stock by the
Foundation, together with the restrictions on tfansould discourage or make more difficult acgiga proposals favored by the other holders
of the Class A common stock. In addition, becabseRoundation is restricted from selling its shdoesan extended period of time, it may not
have the same interest in short or medienm movements in our stock price as, or incerttivepprove a corporate action that may be favo
to, our other stockholders.

The holders of our Class M common stock have thghtito elect up to three of our directors and tompve significant corporate
transactions, and their interests in our businessynbe different than our other shareholders.

Our amended and restated certificate of incorpomatquires us to obtain the approval of the haldéiour Class M common stock,
voting separately as a class, for a variety of esmabed actions. For example, the approval of theens of our Class M common stock is
required to make certain amendments to our ceatdiof incorporation, to approve the sale, leasexohange of all or substantially all of our
assets, to approve the consummation of mergemrsotidations of MasterCard or for us to ceasentgage in the business of providing core
network authorization, clearing and settlementises/for branded payment card transactions. Intiagdithe holders of our Class M common
stock have the right to elect up to three of oveators. Because shares of the Class M common dtmakt have any economic rights, the
holders of the Class M common stock may not hages#ime incentive to approve a corporate actiomtlagtbe favorable for the holders of
Class A common stock, or their interests may othsrwonflict with those of the holders of Classdramon stock.

Certain aspects of our European operations are mged by the European Board which has been electedheyEuropean holders of
Class M common stock and which may reach differelgicisions than our Global Board of Directors.

Certain aspects of our European operations, inetuddview of membership applications, levying ok and certain assessments and
fees applicable to European members, establishafiémtraregional operating rules, approval of thedpean annual expense budget,
disbursing surplus funds, and implementation ofagerintraregional product and enhancement devetopsnand affinity and co-branding rules
are managed by or under the direction of our Etanggoard. The European Board is elected by holafersir Class M common stock who
have their principal operations in Europe, and ie®f representatives of our European membethoAgh our board of directors may,
through a majority or a two-thirds vote dependimgtwe circumstances, override decisions or tempp@ssume any authority granted to the
European Board, the European Board may reach eliffefecisions than our board of directors wouldeh@ached on the same matter.
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Our ability to pay regular dividends to our holdes Class A common stock and Class B common stackuibject to the discretion of
our board of directors and will be limited by oubdity to generate sufficient earnings and cash fis.

MasterCard intends to pay cash dividends on a eattasis on our shares of Class A common stodkGlass B common stock. Our
board of directors may, in its discretion, decrehselevel of dividends or discontinue the paynadfrdividends entirely. The payment of
dividends is dependent upon our ability to geneeat@ings and cash flows so that we may pay ougatidns and expenses and pay dividends
to our stockholders. However, sufficient cash ma/be available to pay such dividends. Paymentinfré dividends, if any, will be at the
discretion of our board of directors after takingpi account various factors, including our finahciandition, settlement guarantees, operating
results, available cash and current and anticipedsti needs. If, as a consequence of these véaicioss, we are unable to generate sufficient
earnings and cash flows from our business, we map& able to make or may have to reduce or elimittee payment of dividends on our
shares of Class A common stock and Class B commook.s

Iltem 1B. Unresolved Staff Comments
Not applicable.

Item 2. Properties

As of December 31, 2006, MasterCard and its sulrsédi owned or leased 64 commercial propertiesoWieour corporate headquarte
a three-story, 472,600 square foot building locételurchase, New York. There is no outstanding dalihis building. Our principal
technology and operations center is a 528,000 sdfoat leased facility located in O’Fallon, Misspnown as “Winghaven”. The term of the
lease on this facility is 10 years, which commengedugust 31, 1999. See Note 17 to the ConsolidBieancial Statements included in
Item 8. Our leased properties in the United Statedocated in 10 states and in the District ofu@dlia. We also lease properties in 40 other
countries. These facilities primarily consist ofparate and regional offices, as well as our ojpamatcenters.

We believe that our facilities are suitable andoadee for the business that we currently conductvéver, we periodically review our
space requirements and may acquire new space tameegeeds of our business, or consolidate ammbsisof facilities that are no longer
required.

Item 3. Legal Proceedings
Refer to Notes 18 and 20 to the Consolidated FiahStatements included in Item 8.

ltem 4. Submission of Matters to a Vote of Security Holders
Not applicable.

PART I

ltem 5. Market for Registrant’'s Common Equity, Related Sktwlder Matters and Issuer Purchases of Equity Seities
Price Range of Common Stock

Our Class A common stock commenced trading on #a& Xork Stock Exchange under the symbol “MA” on M2y, 2006. The
following table sets forth the intra-day high anwlisale prices for our Class A common stock frony &, 2006 and for the two full quarterly
periods in 2006 following the Company’s IPO, as
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reported by the New York Stock Exchange. At Decanig 2006, the Company had 32 stockholders ofrcefay its Class A common stock.
We believe that the number of beneficial ownemsuisstantially greater than the number of recordérgl, because a large portion of our
Class A common stock is held in “street name” tokbrs.

2006 High Low

Second Quarter (from May 25, 20( $ 50.6: $40.2(
Third Quartel 70.4% 43.61
Fourth Quarte 108.6( 68.2¢

There is currently no established public tradingkagfor our Class B common stock or Class M comstogk. There were
approximately 1,454 and 1,600 holders of recordwfClass B common stock and Class M common steskectively, as of December 31,
2006.

Dividend Declaration and Policy

On November 10, 2006 and February 9, 2007, we quaaditerly cash dividends of $0.09 per share orGdass A common stock and Cl
B common stock for the fourth quarter of 2006 dmalfirst quarter of 2007, respectively. In addition February 6, 2007, our Board of
Directors declared a quarterly cash dividend ol5(@er share payable on May 10, 2007 to holdersaufrd on April 9, 2007 of our Class A
common stock and Class B common stock. Subjeegally available funds, we intend to pay a quaytedash dividend on our outstanding
Class A common stock and Class B common stock. Mery¢he declaration and payment of future divideisdat the sole discretion of our
Board of Directors after taking into account vagdactors, including our financial condition, sefttlent guarantees, operating results, available
cash and current and anticipated cash needs.tBiibe IPO, we did not pay any cash dividends ansbares of outstanding common stock.

Pursuant to our amended and restated certificatecofporation, holders of our Class M common stak not entitled to receive
dividends.

Equity Compensation Plans

The table below presents information as of Decer3lheP006 for the MasterCard Incorporated 2006 Lbegn Incentive Plan (the
“Long Term Plan”) and the 2006 Non-employee Dire&quity Compensation Plan (the “Director Plan”}bof which have been approved by
stockholders. MasterCard does not have any eqgaitypensation plans that have not been approvedbytstiders. For a description of the
Long Term Plan and the Director Plan, see NoteoXfe Consolidated Financial Statements includdtein 8 of this Report.

Number of shares of Clas:
A common stock remaining
Number of shares ol

Class A common stock t Weighted-average available for future
exercise price of issuance under equity
be issued upon exercise outstanding options compensation plans
of outstanding options, (excluding shares reflecte:
Plan category warrants and rights warrants and rights in the first column)
Equity compensation plans approved b
stockholder 552,69: $ 39 4,847,24*
Equity compensation plans not appro!
by stockholder: — $ — —
Total 552,69: 4,847,24
1 In addition to options, the Long Term Plan authesithe issuance of restricted stock, restricteckataits, performance units and other

stockbased awards and the Director Plan authorizessiuance of deferred stock units. Of these shaf@81 118 and 22,936 shares r
be issued pursuant to outstanding restricted atoitk and deferred stock units, respectively.
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Use of Proceeds from the IPO

In the second quarter of 2006, we used all but $6Bibn of our net proceeds from the IPO (inclugliany proceeds received pursuant to
the underwriters’ option to purchase additionalrsbato redeem a number of shares of Class B constock from our previous stockholders,
which was equal to the aggregate number of shdr€kss A common stock that we issued to investotee IPO (including any shares sold
pursuant to the underwriters’ option to purchasditaxhal shares) and contributed to the Foundatiga.intend to use the remaining proceeds
to increase our capital, defend ourselves agasgsil land regulatory challenges, expand our rotargreted geographies and higher growth
segments of the global payments industry and foerogeneral corporate purposes. However, we haivdatermined the amounts of such
remaining proceeds that are to be allocated teethasposes.

Item 6. Selected Financial Data

The statement of operations data presented belothdéoyears ended December 31, 2006, 2005 and a604he balance sheet data as of
December 31, 2006 and 2005, were derived fromuldéed consolidated financial statements of MastedGncorporated included in Item 8 in
this Report. The statement of operations data ptedéelow for the years ended December 31, 2002@62, and the balance sheet data as of
December 31, 2004, 2003 and 2002, were derived fhenaudited consolidated financial statementsnabtided in this Report. As explained
footnote 2 below, the results of the operationMagterCard Europe S.A. (“MasterCard Europe”) haserbincluded in our consolidated
statements of operations from June 28, 2002 teepte$he data set forth below should be read ifjucation with, and are qualified by
reference to, “Management’s Discussion and Analgkinancial Condition and Results of Operatioastl our Consolidated Financial
Statements and Notes thereto included in ItemtBisnReport.

Year Ended December 31

2006 2005 2004 2003 20022
(In thousands, except per share data)

Statement of Operations Da

Revenue $3,326,07.  $2,937,62i $2,593,33(  $2,230,85. $1,891,81
Operating Income (Los! 229,49! 393,18« 346,67 (601,867) 141,99
Income (Loss) before cumulative effect of accoumtin

change 50,19( 266,71¢ 238,06( (390,749 116,42
Net Income (Loss 50,19( 266,71¢ 238,06( (385,799 116,42¢
Net Income (Loss) Per Share before cumulative etfec

accounting change (Basic and Dilutéd) .37 1.9¢ 1.7¢ (2.90 .8€
Net Income (Loss) Per Share (Basic and Diluted) .37 1.9¢ 1.7¢€ (2.8¢) .8€

Balance Sheet Dat

Total Asset: $5,082,471  $3,700,54-  $3,264,67  $2,900,90! $2,260,87!
Long-Term Debt 229,66¢ 229,48¢ 229,56¢ 229,57 80,10°
Obligations under U.S. Merchant Lawsuit, L-term 359,64( 415,62( 468,54 516,68t —
Stockholder'/Member’ Equity 2,364,35 1,169,14t 974,95 698,72: 1,023,401
Cash dividends declared per sh 18 — — — —

1  As more fully described in Note 2 to the ConsokghFinancial Statements included in Item 8, in emtion with the ownership ar
governance transactions, we reclassified all ofl@@,000 outstanding shares of existing Class &eethble common stock so that our
previous stockholders received 1.35 shares of tas9®B common stock for each share of Class A radbke common stock that they
held prior to the reclassification and a singlersta our Class M common stock. Accordingly, shared per share data were
retroactively restated in the financial statemauntssequent to the reclassification to reflect
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reclassification as if it were effective at therst the first period being presented in the ficiahstatement:

2 On June 28, 2002, we converted from a membetshagstock company through the creation of Mastet@zcorporated, a new holding
company. Also on June 28, 2002, MasterCard Incatpdrdirectly and indirectly acquired all of thesianding stock of Europay
International S.A. (“EPI”) in a transaction that weder to as the “Integration”. On July 16, 200P| Bvas renamed MasterCard Europe
S.A. On September 30, 2002, MasterCard Europe e@aganized in Belgium as MasterCard Europe

Iltem 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion should be read in conjiomctvith the consolidated financial statements antes of MasterCard Incorporated
and its consolidated subsidiaries, including Ma&tard International Incorporated (“MasterCard Inteational”) and MasterCard Europe sg
(“MasterCard Europe”) (together, “MasterCard” or ta “Company”) included elsewhere in this Report.

Non-GAAP Financial Information

Non-GAAP financial information is defined as a nuical measure of a company’s performance that eledwor includes amounts so as
to be different than the most comparable measucelleded and presented in accordance with accogiptimciples generally accepted in the
United States (“GAAP"). Pursuant to the requirersaitRegulation G, portions of this "ManagemenfscDssion and Analysis of Financial
Condition and Results of Operations" include a carngon of certain non-GAAP financial measures ®rtiost directly comparable GAAP
financial measures. The presentation of non-GAARr{tial measures should not be considered in isolat as a substitute for the Company's
related financial results prepared in accordantk GAAP. Specifically, we are presenting informati@garding changes in operating expe
in the year ended December 31, 2006 compared tgatine period in 2005 that exclude a magh charge associated with the donation of s
of Class A common stock to the MasterCard Founddtioe “Foundation”), charges associated withditign settlements and a catch-up
adjustment relating to cash award executive ingerlans (“EIP”) (collectively, the “special item)sds well as gross assessments excluding
certain pricing modifications, because the Compmamanagement believes that exclusion of this inédion facilitates understanding of our
results of operations and provides meaningful caimpa of results between periods. See “—OperatixgeBses” for a table which provides a
reconciliation of operating expenses excluding gdétems to the most directly comparable GAAP measin addition, the paragraph under
the table provides operating expenses in 2004 didduitigation settlements to provide a meaningfomparison between 2005 and 2004.
Similarly, we present the effective tax rate witldavithout the impact of the stock donation to KhesterCard Foundation for the year ended
December 31, 2006 because the stock donation tedtiedation is a non-cash and non-recurring itemhwas completed in conjunction with
our change in governance and ownership structupéemmented during the second quarter of 2006. Tleetfe tax rate without the impact of
the stock donation to the Foundation is more meguirio investors in understanding our financiaduks, including comparability to the same
periods in 2005.

Overview

We are a global payment solutions company thatigesva variety of services in support of our cugtshcredit, debit and related
payment programs. We manage a family of well-knowidely accepted payment card brands including bt&srd®, MasterCard Electronic
™, Maestrd® and Cirrus®, which we license to our customers. As part of agamg these brands, we also establish and enfakes and
standards surrounding the use of our payment gaters. Cardholder and merchant relationships areaged principally by our customers.
Accordingly, we do not issue cards, extend credaardholders, determine the interest rates (ifiegpe) or other fees charged to cardholders
by issuers, or establish the merchant discoungeubby acquirers in connection with the acceptaficards that carry our brands.
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We successfully completed our initial public offegi(“IPO”) and implemented a new governance andesslip structure during the
second quarter of 2006 (see “Impact of the IPObWl We donated $395 million of our Class A comnstock and $20 million in cash to the
Foundation during 2006. We recorded net income56fiillion, or $.37 per basic and diluted share tfie year ended December 31, 2006
versus $267 million or $1.98 per basic and dilugkdre in 2005.

We achieved double-digit revenue growth of 13.292006. Our revenue growth was moderated by a $3Hibmor 42.1% increase in
rebates and incentives to our customers and meschathe year ended December 31, 2006. The growtévenues was principally due to
increased transactions and volumes and restrugtofiourrency conversion pricing. In April 2006, westructured our currency conversion
pricing by initiating a charge to our issuers andurers for all cross-border transactions regasitg whether we perform the currency
conversion or it is performed by a third partyrat point of sale. We also generally decreasedribe pre charge our issuers for performing
currency conversion. The restructuring of the aueyeconversion pricing and other less significatipg modifications in 2006 accounted for
approximately 3% of our revenue growth for the yeraled December 31, 2006. Revenue growth wasralsacted during the first three
months of 2006 by certain other pricing changeswent into effect in April 2005. There was a ngidle impact on revenues relating to a
slightly unfavorable foreign currency fluctuatiohtbe euro against the dollar.

Operating expenses increased 21.7% in 2006. Exgutie impact of special items specifically iddetifin the reconciliation table
included in “—Operating Expenses”, operating expsriacreased 9.2% in the year ended December 86, Zlur operating expenses as a
percentage of total revenues were 93.1% in 200€ueeB86.6% in 2005. Excluding the impact of spetéahs, our operating expenses as a
percentage of total revenues improved to 80.5%006Zrom 83.4% in 2005. The increase in operatipeases, excluding the impact of
special items in 2006, was primarily due to an@ase in general and administrative expenses tmsupmr customer focused strategy and to a
lesser extent an increase in advertising and magkekpenses to support our brand.

Our liquidity and capital position were strongves had $2.5 billion in cash, cash equivalents aradable-for-sale securities, and $2.4
billion in stockholders’ equity as of December 2006.

We believe that the trend within the global payrsentustry from paper-based forms of payment ssataah and checks toward
electronic forms of payment such as cards cre&esfisant opportunities for the continued growthonir business. Our strategy is to continue
our growth by further penetrating our existing omsér base and by expanding our role in targetedrggbies and higher-growth segments of
the global payments industry (such as corporatanjum and debit payments), enhancing our mercledationships, maintaining unsurpassed
acceptance and continuing to invest in our braflsare committed to providing our key customerswitordinated services through
integrated, dedicated account teams in a mannealtbas us to capitalize on our expertise in pagtprograms, brand marketing, product
development, technology, processing and consustimgices for these customers. By investing in gtrmustomer relationships over the long-
term, we believe that we can increase our volumeuefness with key customers over time, and in sty this strategy, we are continuing to
hire additional resources and developing saleso#imet personnel. We intend to expand our rolerigetizd geographies by, among other thi
pursuing incremental payment processing opporesiti the European region, Latin American and Asaific countries.

There is increased regulatory scrutiny of intergeafees and other aspects of the payments indukich could have an adverse impact
on our business. In addition, we face exposuratidrast and other types of litigation. Competitiand pricing pressure within the global
payments industry is increasing, due in part tosotidation within the banking sector and the grayyiower of merchants. Regulatory actions,
litigation, and pricing pressure may lead us tongfeaour pricing arrangements and could reduce wenadl revenues. See “ltem 1A — Risk
Factors” of this Report for these and other risiarfg our business.
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Impact of the IPO

We completed a plan for a new ownership and govematructure in the second quarter 2006, incluthiegelection of a new Board of
Directors comprised of a majority of independemediors, establishment of an independent charifabledation and completion of the IPO.

Under the new ownership and governance structurepre@vious stockholders retained a 41% equityr@stein the company through
ownership of new non-voting Class B common stocladdition, previous stockholders received a sisgkre of Class M common stock that
has no economic rights but provides certain votights, including the right to approve specifiegrsficant corporate actions and to elect up to
three members of the MasterCard Board of Diredtous not more than one quarter of the total nundbelirectors).

We also issued 66,134,989 shares of a new votiagsGh common stock to public investors throughlB@ which closed in May 2006.
These public investors hold shares representingoajpately 49% of our equity and 83% of our genewting power. Additional shares of
Class A common stock, representing approximate®p d®our equity and 17% of our voting rights, hdeen issued as a donation to The
MasterCard Foundation, a charitable foundationfiporated in Canada (the “Foundation”). See “Comntitn Expense — Foundation” for
additional information.

We used all but $650 million of our net proceedsrfithe IPO (including any proceeds received pursigathe underwriters’ option to
purchase additional shares) to redeem a numbdraoés of Class B common stock from our previouskstolders that was equal to the
aggregate number of shares of Class A common shatkve issued to investors in the IPO (including shares sold pursuant to the
underwriters’ option to purchase additional shaseg) contributed to the Foundation. We intend ®the remaining proceeds to increase our
capital, defend ourselves against legal and regylathallenges, expand our role in targeted gedgespmnd higher growth segments of the
global payments industry and for other general aafe purposes. We have not yet determined theéfipamounts of all such remaining
proceeds that are to be allocated to each of {hagmses.

In addition, in connection with our new ownershigovernance structure, we have adopted equityebe@mpensation plans. We have
converted certain of our existing long-term inceattash awards into equity-based compensation awauder this plan. Due to this
conversion, we are recognizing approximately $10ianiof additional personnel expense, of whichr§lion was recognized in 2006. The
remaining personnel expense will be amortized basetthe vesting within the plans. The Human Resmsiend Compensation Committee of
our Board of Directors also approved 2006 awardeuthe equity-based long-term incentive plan. Aiddally, we granted a one-time
restricted stock unit award to non-executive mansge employees of approximately 440 thousand shiatesal, which resulted in deferred
stock-based compensation equal to the fair valubeofestricted stock units issued of approxima®dly million, which is being amortized over
a threeyear vesting period. During 2006, we expensed $Bomi The remainder of the fair value, net of assul forfeitures, is being amortiz
over the remaining vesting period of the awards.

Impact of Foreign Currency Rates

Our operations are impacted by changes in foreighange rates. In most regions except Europe, srsgeds are calculated based on
local currency volume converted to U.S. dollar vouusing average exchange rates for the relatedsment period. In Europe, the local
currency volumes are converted to the euro. Asaltteassessment revenues are impacted by thellstegagthening or weakening of the U.S.
dollar or euro compared to the foreign currenciethe related local volumes in each period. In 2808 2005, the U.S. dollar weakened as
evidenced by a 15.7% and 14.3% increase in grdks dolume (“GDV”) on a U.S. dollar converted bsisiespectively, exceeded local
currency GDV growth of 14.9% and 13.0%, comparethéosame periods in the prior year.
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We are especially impacted by the movements oéthe relative to the U.S. dollar since the funatiiccurrency of MasterCard Europe,
our principal European operating subsidiary, iseteo. The strengthening or devaluation of the ddlar against the euro impacts the
translation of MasterCard Europe’s operating resulo U.S. dollar amounts and is summarized dsvist

2006 2005 2004
Euro to U.S. dollar average exchange $1.2¢€ $1.28 $1.24
Devaluation of U.S. dollar to euro from prior ys ()% ()% (10)%
Revenue growth attributable to translation of MeS#&d Europe revenues to U.S.

dollars — — 2%
Operating expense growth attributable to transtatibMasterCard Europe expen:
to U.S. dollars — — 2%
Revenues

We generate revenues from the fees that we chamgeustomers for providing transaction processimg) @her payment-related services
(operations fees) and by charging assessments tustomers based on the GDV of activity on thelsdinat carry our brands (assessments).
GDV includes the aggregated dollar amount of ugpgechases, cash disbursements, balance transféoavenience checks) on MasterCard-
branded cards. Our pricing for transactions andices is complex. Each category of revenue has musdee components depending on the
types of transactions or services provided. Intaidi standard pricing varies among our regionalifiesses, and such pricing can be
customized further for our customers through ineerand rebate agreements. Our revenues are bpsadransactional information
accumulated by our systems or reported by our mueste. We earned approximately 73.1%, 66.1% and6®flour net revenues from net
operations fees and approximately 26.9%, 33.9%38&@P6 of our net revenues from net assessment0ié, 2005 and 2004, respectively.
Approximately 3.3% of the shift to operation feesnfi assessments was due to the restructuring @iutiiency conversion pricing in 2006.

Operations fees are typically transaction-basedefailitating the processing of payment transadiand information management among
our customers. MasterCard’s system for transaqtfonessing involves four participants in additiorus: issuers (the cardholders’ banks),
acquirers (the merchants’ banks), merchants argholtters. Operations fees are charged to issusggijrars or their delegated processors for
transaction processing services, specific progtanpsomote MasterCard-branded card acceptancedditiomal services to assist our
customers in managing their businesses. The significomponents of operations fees are as follows:

» Authorization occurs when a merchant requests apfor a cardholder’s transaction. We charge ddeeouting the authorization
for approval to or from the issuer or, in certailrgmstances, such as when the issuer’s systemsaxailable, for approval by us or
others on behalf of the issuer in accordance vghigsuer’s instructions. Our rules, which varyoasrregions, establish the
circumstances under which merchants and acquiress seek authorization of transactions. Thesedezprimarily paid by issuer

» Settlement refers to the process in which we deterithe amounts due between issuers and acquirepsiyment transactions and
associated fees. First, we clear a transactionamgferring the financial transaction details amimsgers, acquirers or their
designated third-party processors. Then we satxchange the related funds among the issuera@qndrers. We charge a fee for
these settlement and clearing services. Theseafegzimarily paid by issuer

» Switch fees are charges for the use of the MastdrDabit Switch (“MDS"), our debit processing systeThe MDS transmits
financial messages between acquirers and issudngradides transaction and statistical reporting performs settlement between
members and other debit transaction processingonkswThese fees are primarily paid by issu
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» Currency conversion and cri-border are volun-based revenues. Cr-border volumes are generated by transactions inhathie
cardholder and merchant geography are differentpWeess transactions denominated in more tharcd@6ncies through our
global system, providing cardholders the abilitytiize, and merchants to accept, MasterCard cardsss multiple country borders
for transactions. We can also perform currency eosion services by processing transactions in @tmaet’s local currency and
converting the amount to the currency of the isswbo in turn may add foreign exchange chargespastithe transaction on the
cardholder’s statement in their own home currehtyApril 2006, we restructured our currency coni@rdy initiating a charge to
our issuers and acquirers for all cross-bordersaiation volumes regardless of whether we perfoercthrency conversion or it is
performed by a third party at the point-of-sale. &0 generally decreased the price we chargessueis for performing currency
conversion

» Acceptance development fees are charged to isbasexl on components of GDV and support our focudeorloping merchat
relationships and promoting acceptance at the pdiséle. These fees are primarily U.S. ba

« Warning bulletin fees are charged to issuers andieers for listing invalid or fraudulent accoumtsher electronically or in pap
form and for distributing this listing to merchar

» Connectivity fees are charged to issuers and aaguior network access, equipment, and the trasgmi®f authorization and
settlement messages. The methodology for calcgl#tia transmission fees was changed in April 2@0that they are based on the
volume of information being transmitted through eystems and the number of connections to ourmgstBrior to April 2005, thes
transmission fees were calculated solely baseti@ntmber and type of connectio

» Consulting and research fees as well as outsousengces fees are primarily generated by Mastet@awisors, our professional
advisory services group. We provide a wide rangeoofulting, information and outsourcing servicesogiated with our customers’
payment activities and programs. Research incluelenues from subscription-based services, acoggsseéarch inquiry, and peer
networking services generated by our independeanfiial and payments industry research group. Weotlanticipate research
becoming a significant percentage of our busindssterCard Advisors’ revenues, of which consultimgl research fees are
components, were less than 10% of our consolidaeshues

» Other operations fees are primarily \-pay services including the sale of manuals, putitiog, holograms, information and repo
as well as compliance programs and penalties,sistasur customers in managing their businessesddiition, other operations fees
include fees for cardholder services in connectith the benefits provided with MasterCard-brandatts, such as insurance,
telecommunications assistance for lost cards aretitoy automated teller machin

Generally, we process the majority of MasterCal@htded domestic transactions in the United Stateet) Kingdom, Canada, Brazil
and Australia. We process substantially all cromsdér transactions using MasterCard, Maestro amdi$sbranded cards. We charge relatively
higher operations fees for settlement, authorinadiod switch fees on cross-border transactionsamnd cross-border revenues as well as
currency conversion revenues if the transactiogaire conversion between two different currend@gerations fees for offline debit
transactions, which are generally signature-baséit ttansactions, are priced similar to credibsactions. Operations fees for processing
domestic online debit transactions are pricedsimdlar manner as domestic offline debit and creditsactions, while international offline
debit and credit transactions are priced highan theernational online debit transactions.

Assessments are primarily based on GDV for a sigd@ifie period and the rates vary depending om#tare of the transactions that
generate GDV. Assessment rates vary by region. bfostir assessment rates are tiered and ratesagdecndien customers meet incremental
volume hurdles. These assessment rates also vdhghiype of transaction. We generally assessgliehirates for cross-border volumes
compared to domestic volumes. We also assesstahigtes for retail purchases versus cash witheleavZredit and offline debit

47



Table of Contents

transactions are assessed at higher rates thare adbit transactions. In addition, from time todithe Company may introduce assessments
for specific purposes such as market developmemgrams. Assessments that are based on quarterly @®¥stimated utilizing aggregate
transaction information and projected customergrarénce.

In 2006 and 2005, gross revenues grew 19.5% ardd@ Yespectively. A component of our revenue grdiwtithe year ended
December 31, 2006 was the result of restructurimgeaicy conversion pricing in April 2006. Revenuewth was also impacted during the f
three months of 2006 by certain other pricing clesrttpat went into effect in April 2005. Our overa@Venue growth is being moderated by the
demand from our customers for better pricing aremmgnts and greater rebates and incentives. Acglydiwe have entered into business
agreements with certain customers and merchami®tide GDV and other performance-based suppoetritices. Rebates and incentives as a
percentage of gross revenues were approximatei2321.6% and 16.2% in 2006, 2005 and 2004, reispbctThese pricing arrangements
reflect enhanced competition in the global payméendsstry, the continued consolidation and glokalon of our key customers, the growing
power of merchants and the impact of restructuregng. The rebates and incentives are calculated monthly basis based upon estimated
performance and the terms of the related busirgreements. Rebates and incentives are recordeckdsietion of gross revenue in the same
period that performance occurs.

The U.S. remains our largest geographic marketdasegevenues. Revenue generated in the U.S. vpasxamately 52.3%, 54.8% and
58.5% of total revenues in 2006, 2005 and 2004ewts/ely. No individual country, other than theSl.generated more than 10% of total
revenues in any period. Certain non-U.S. econohaes experienced more growth than the U.S. econdegordingly, some non-U.S.
revenues grew at a faster rate than U.S. revenu&306 and 2005. The growth was not specificallgteel to any one region in which we do
business.

Our business is dependent on certain world ecorsarid consumer behaviors. In the past, our revermaesbeen impacted by specific
events such as the war in Irag, the SARS outbredkle September 11, 2001 terrorist attack beddese events impact travel patterns and
related cross border transaction volumes. Our tge®can also be impacted by a number of factoaseto consumer behavior, including
consumers’ confidence in the MasterCard brand.
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Results of Operations

For the Years Ended December 31, Percent Increase (Decrease¢
2006 2005 2004 2006 vs. 200 2005 vs. 200
(In millions, except per share, percent and GDV amants)

Net operations fee $ 2,43( $ 1,941 $ 1,63i 25.2% 18.6%
Net assessmen 89¢€ 997 95€ (10.1% 4.2%
Total revenu 3,32¢ 2,93¢ 2,59:¢ 13.2% 13.5%
General and administrati\ 1,50¢ 1,352 1,18¢ 11.4% 13.€%
Advertising and marketin 1,052 1,00¢ 91¢€ 4.2% 10.1%
Litigation settlement 25 75 22 (66.€)% 247.1%
Charitable contributions to the MasterCi

Foundatior 41F — — ** —
Depreciation and amortizatic 10C 11C 122 (9.2% (10.9%
Total operating expens 3,09 2,54t 2,24¢ 21.7% 13.2%
Operating incom 22¢ 393 347 (41.©% 13.2%
Total other income (los¢ 65 14 (23 357.(% 161.6%
Income before income tax exper 294 407 324 (27.9% 25.8%
Income tax expens 244 14C 86 73.5% 64.2%
Net income $ 5C $ 267 $ 23¢ (81.2)% 12.(%
Net income per share (bast $ 37 $ 1.9¢ $ 1.7¢€ (81.9% 12.5%
Weighted average shares outstanding (bi

1 13t 13t 13t — —
Net income per share (dilute! $ .37 $ 1.9¢ $ 1.7¢ (81.9% 12.5%
Weighted average shares outstanding

(diluted)? 13€ 13t 13t — —
Effective income tax rate 82.C0% 3 34.50% 26.504 *x *x
Gross dollar volume (“GDV”) on a US

dollar converted basis (in billion 1,95¢ 1,69( 1,47¢ 15.7% 14.5%
Processed transactiohs 16,137 13,73: 12,15: 17.5% 13.(%

**

Not Meaningful, Se” —Operating Expens” and“—Income Taxe” for more information

As more fully described in Note 2 to the Consatiétl Financial Statements included in Item 8, imnaztion with the ownership and
governance transactions, we reclassified all ofagoroximately 100 outstanding shares of existilgg €A redeemable common stock so
that our previous stockholders received 1.35 shafresr Class B common stock for each share of<Aasedeemable common stock t
they held prior to the reclassification and a singfiare of our Class M common stock. Accordindigrss and per share data were
retroactively restated in the financial statemenissequent to the reclassification to reflect dwassification as if it were effective at the
start of the first period being presented in timaficial statement

The data set forth for processed transactiongsepts all transactions processed by MasterQarididing PIN-based online debit
transactions. Prior to 2005, processed transactepwated by MasterCard included certain Master@aatided (excluding Maestro and
Cirrus) transactions for which we received transactietails from our customers but which were rmotpssed by our systems. In the 1
quarter of 2006, we updated our transaction detaémove online balance inquiry transactions a$ageonline transactions which were
declined for various reasons. Management deternthregtdt would be more appropriate to exclude suahsactions from the processed
transactions calculation. The processed transacfarthe years ended December 31, 2005 and 20@4deen restated to be consistent
with the calculation of processed transactions0®&2 Revenue has not been impacted by this ch

The effective tax rate includes the impact of a88fllion stock charitable contribution which istrdeductible for tax purposes. &*—
Income Taxe” for more information
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Operations Fees
The significant components in operations fees af@lows:

Dollar Percent
For the Years Ended December 3! Increase (Decrease) Increase (Decrease)
2006 2005 2004 2006 2005 2006 2005
(In millions, except percents)

Authorization, settlement and swit $ 1,16¢ $ 1,05¢ $ 91z $ 114 $ 14z 10.8% 15.6%
Currency conversion and cross bor 622 317 281 30& 36 96.2% 12.&%
Acceptance development fe 217 171 85 46 86 26.%% 101.2%
Warning bulletin fee: 70 70 66 — 4 — 6.1%
Connectivity 84 63 35 21 28 33.%% 80.(%
Consulting and research fe 76 63 38 13 25 20.€% 65.8%
Other operations fe¢ 44¢ 37¢ 337 71 41 18.8% 12.2%
Gross operations fe: 2,687 2,115 1,75¢ 57C 362 26.€% 20.€%
Rebate: (257) (17€) (11€) (82) (58 46.(% 49.2%
Net operations fee $ 2,43( $ 1,941 $ 1,63i $ 48¢ $ 304 25.2% 18.6%

» Authorization, settlement and switch revenues iaseel due to the number of transactions processauaigtih our systems, increasing 17.
and 13.0% in 2006 and 2005, respectively. Offsgtiire 2006 increase in growth was a 3.0% reducfiorvenues due to the
implementation of price changes in April 2006 tokeaaur pricing compliant with the Single Europeayment Area (“SEPA”) initiative.
The SEPA price changes are slightly positive ootal gross revenue basis; however, these changegtrindividual revenue categories
particular authorization, settlement and switchr&mnicy conversion and crosrder revenues and assessments. In 2006 and 2p0&jor
of the revenue increases were also due to thengritfia component of these revenues being restadin April 2005. In addition,
settlement revenue declined $15 million in 2006 $&dnillion in 2005 relating to a decline in foraigxchange gains on settlement
activities. MasterCard trading against the U.Sladohstead of the euro beginning in May 2005 cedpkith exchange rate volatility
resulted in this impact to settlement rever

» Currency conversion and cr-border revenues increased $305 million, or 96.202006. This increase was primarily due to
restructuring of currency conversion pricing in A@006. We restructured our currency conversidnipg by initiating a charge to our
issuers, and in most regions, acquirers for abs#oorder transactions regardless of whether wierpethe currency conversion or it is
performed by a third party at the point of sale. &l&® generally decreased the price we chargessueis for currency conversion. Of the
increase in 2006, $108 million was due to the m=ifecation of certain assessment revenues in atwe region to cross-border volume
revenue. In addition to the restructuring of thesesnues, there was an increase in border transaction volumes of 14.7% in 2C

» Acceptance development fees increased in 2006adineteased volumes and to a lesser extent thecingbahe implementation of new
fees and increases on the pricing of existing ¥egish occurred in April 2005. The increase in 200 primarily due to the pricing
change in April 200%

« Warning bulletin fees fluctuate with our customequests for distribution of invalid account infortioa.

» Connectivity revenues increased in 2006 due tcees®d volumes and to a lesser extent the impalee amplementation of new fees a
increases on the pricing of existing fees whichuoed in April 2005. The increase in 2005 was prilpalue to the pricing change in Ap
2005.

» Consulting and research fees increased primargytdunew engagements with our customers in 200@2a608. Our business agreeme
with certain customers may include consulting sEwias an incentive. Approximately 36.9% of comsgland research fees in 2006 was
generated by new engagements which were providedstomers as a component of incentive agreementpared to 14.2% in 2005. T
type of incentive increases consulting fees andeesl assessmen
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» Other operations fees relate to various reveneausts including cardholder services (emergency @s\and card enhancemen
compliance and penalty fees, holograms, user pag ¥@ariety of transaction enhancement services neenuals and publications. Of the
increase in 2006, $13 million was due to increasednues from cardholder services due to accowmithr $8 million was due to an
increase in fees from transactions accepted by ad¢@uirers from cardholders with n@hS. issuers and $7 million for fees due to incee
usage of our electronic image processing programhwioutes document images between customers. fdrgge in any other individual
revenue component was not material in 2006 and .2

* Rebates relating to operations fees are primadgel on transactions and volumes and, accordimghgase as these variables increase.
Rebates have been increasing due to renewals winces agreements, ongoing consolidation of ouracusts and the impact of
restructured pricing. Rebates as a percentageogbgmperations fees were 9.6%, 8.3% and 6.7% i6, ZD5 and 2004, respective

Assessment
Assessments are revenues that are calculated basad customers’ GDV. The components of assessmaeatas follows:

Dollar Percent
For the Years Ended December 31, Increase (Decrease) Increase (Decrease)
2006 2005 2004 2006 vs. 200 2005 vs. 200 2006 vs. 200 2005 vs. 200
(In millions, except percents)
Gross assessmet $1,79( $ 1,631 $ 1,341 $ 15¢ $ 29C 9.7% 21.6%
Rebates and incentiwv: (894) (634) (385) (260) (249 41.(% 64.7%
Net assessmen $ 89€ $ 997 $ 95€ $ (107 $ 41 (10.1)% 4.3%

GDV growth was 14.9% and 13.0% in 2006 and 200&peetively, when measured in local currency teand, 15.7% and 14.3% when
measured on a U.S. dollar converted basis. A podfour GDV growth relates to an increase in anlilebit transactions which are priced at a
lower assessment rate compared to credit and efflébit transactions. Accordingly, assessmentBareasing at a lower rate than GDV.
Rebates and incentives provided to customers amchawets reduce assessments growth. Rebates amtiveseas a percentage of gross
assessments were 49.9%, 38.9% and 28.7% in 2006, 2004, respectively. Rebates and incentineepramarily based on GDV, and may
also contain fixed components for the issuanceesof cards, launch of marketing programs or congybrvices. In 2006, 2005 and 2004, the
increase in the percentage of rebates and incemtiv@pared to gross assessments was the reselivainrevised pricing arrangements with
certain large customers and merchants. In additioring 2006 we provided significant incentivestgpport the conversion of a large payment
card program to MasterCard.

Assessments were also impacted in 2006 by a réatasisn of $108 million from assessments to cooy conversion and cross-border
revenues, offset by $33 million in pricing increaselated to our SEPA pricing changes. Our grosssasnents would have increased 14.3% in
2006 if these pricing modifications were not maa@pril 2006.

In 2005 and 2004, assessments grew due to an secirassessments for marketing programs and spleeific purposes. We introduced
new or increased assessments for market develogragriams in specific countries or regions withur@pe and Latin America. In 2005,
offsetting a portion of the increase in assessmaatsthe elimination of an assessment for the ptiomof soccer events in the European
region, which became a component of the core assedgates in 2005.

Operating Expenses

Our operating expenses are comprised of generah@mihistrative, advertising and market developmérs. merchant lawsuit and otl
litigation settlements, contributions to the Foummtaand depreciation and
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amortization expenses. In 2006, there was an isergaoperating expenses of $552 million, or 21ct#hpared to 2005. As described above,
the following table shows a reconciliation of ofgarg expenses excluding special items and as adjustthe most directly comparable GAAP
measure, which management believes creates a neameimgful comparison of results between periods:

For the twelve months ended For the twelve months ended
December 31, 2006 December 31, 2005
Percent Percent
Specia Specia Increase Increase
As As (Decrease (Decrease)
Actual Iltems Adjusted Actual ltems Adjusted Actual As Adjusted
(In millions, except percents)
General and administrati $1,50¢ $—  $1,50¢ $1,35: 19 1,33¢ 11.2% 13.0%
Advertising and marketin 1,052 — 1,052 1,00¢ — 1,00¢ 4.2% 4.2%
Litigation settlement 25 25 — 73 73 — (66.€)% —
Charitable contributions A1E 39¢eb 20 — — — _ _
Depreciation and amortizatic 10C — 10C 11C — 11C (9.2% (9.2%
Total operating expens $3,09i $42C $2,67i $2,54¢ 94 2,451 21.7% 9.2%
Total operating expenses as a
percentage of total revenu 93.1% 80.5% 86.6% 83.4%

a Adjustment to reflect accounting methodology chaftyeash-based executive incentive plans
b Contribution of stock to the MasterCard Foundation

In 2005, there was an increase in operating experisg298 million, or 13.3% compared to 2004. Dgr©04, operating expenses as a
percentage of total revenues was 86.6% includirgspeecial item for litigation settlements of $22liom. Excluding the impact of litigation
settlements in 2004, operating expenses as a piageeof total revenues was 85.8% and the as adjusteease in operatirexpenses was $2
million or 10.1% in 2005 from 2004.

General and Administrative

General and administrative expenses consist priynafrpersonnel, professional fees, data processadgcommunications and travel. 1
major components of general and administrative esgg were as follows:

Dollar Percent
For the years ended December 31, Increase (Decrease) Increase (Decrease)
2006 2005 2004 2006 vs. 200 2005 vs. 200 2006 2005
(In millions, except percents)

Personne $ 96¢€ $ 89C $ 741 $ 76 $ 14¢ 8.5% 20.1%
Professional fee 18C 13t 13C 45 5 33.2% 3.6%
Telecommunication 70 71 74 (D) 3 (1.9% (4.)%
Data processin 59 62 58 3 3 (4.8)% 5.1%
Travel 97 84 66 13 18 15.5% 27.2%
Other 133 11C 11€ 23 (O] 20.% (5.2%
General and administrative expen $ 1,50¢ $ 1,352 $ 1,18¢ $ 152 $ 16€ 11.2% 14.(%
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» Personnel consists of employee compensation, heneéiining, recruiting and severance costs, dsagecontractor and tempora
personnel costs. Personnel increased in 2006 &kl @tmarily due to hiring additional staff to sugpour strategic initiatives. As
we continue to expand our custonfecused approach and expand our relationshipsmiithants, additional personnel are requ
In addition, we provided higher performance awaeadsa result of the additional staff and betten thiaticipated performance against
company objectives. In 2005, the following two i®increased personnel expense and therefore, llyaofizet the increase in 200

- Changing our methodology of recognizing the cosafcutive incentive cash award plans, which reduh a catc-up
adjustment of $19 millior

- Updating the assumptions for our actuarial deileehseverance plan accrual which resulted in liigheerance costs of $20
million. This increase was partially offset by aillion reduction versus 2004 in the expense fiiual severed employee

» Professional fees consist of expenses for congplligal, accounting and tax services. Professifaes increased in 2006 and 2(
primarily due to legal costs to defend our outstagditigation and consulting services used to exeour strategy. Additionally, in
2005, consulting services and audit fees also &z relating to compliance with the Sarb-Oxley Act.

» Telecommunications expense consists of costs tpostipur global payments system infrastructure el & our other
telecommunication need

» Data processing consists of expenses to operatmaimain MasterCard’s computer systems. Thesenmsgsevary with system
changes, maintenance and us:i

» Travel and entertainment expenses are incurredgpifinfor travel to customer and regional meetiags accordingly have increas
with the corresponding increase in our businessigcas well as due to increased travel aroundé20®rld Cup soccer related
activities.

» Other includes rental expense for our faciliti@sefgn exchange gains and losses and other miseella administrative expens

Advertising and Marketin

Advertising and marketing consists of expensesdiatanl with advertising, marketing, promotions apdnsorships, which promote our
brand and assist our customers in achieving ttegilsgoy raising consumer awareness and usageds carrying our brands. Advertising and
market development expenses increased $44 millidn386 in 2006 and increased $92 million or 10.1%2005. MasterCard was a sponsor of
the 2006 World Cup soccer events. To fully capitabn this valuable sponsorship, we devoted afgignt amount of resources for the
sponsorship fee, special programming, promotiomkseament marketing during 2006.

Our brands, principally MasterCard, are valuahiatsgic assets that drive card acceptance and asagfcilitate our ability to
successfully introduce new service offerings antbas new markets. Our approach to marketing deswitombines advertising, sponsorships,
promotions, interactive media and public relatiasgart of an integrated package designed to isergkasterCard brand awareness, as well as
preference and usage of MasterCard cards. We armitted to maintaining and enhancing our brandsianradje through advertising and
marketing efforts on a global scale.

Merchant Lawsuit and Other Litigation Settleme

In the first quarter of 2003, we recorded a predaarge of $721 million ($469 million after-tax)reisting of (i) the monetary amount of
the U.S. merchant lawsuit settlement (discounteédircent over the payment term), (ii) certainitoighl costs in connection with, and in
order to comply with, other requirements of the Ur@rchant lawsuit settlement, and (iii) costsddrass the merchants who opted not to
participate in the plaintiff class in the U.S. nieant lawsuit. The $721 million pre-tax charge amouas an estimate, which was
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subsequently revised based on the approval of tBerderchant lawsuit settlement agreement by thet emd other factors. We are also a p
to a number of currency conversion litigations. &hapon litigation developments and settlement ti@gans in these currency conversion
cases and pursuant to Statement of Financial Staséiéo. 5, “Accounting for Contingencies”, we haeeorded reserves in the aggregate
amount of $89 million of which $73 million was pam2006. In connection with the settlement of aerother litigations, we recorded
additional reserves of $25 million of which $23 linih was paid in 2006.

Total liabilities for the U.S. merchant lawsuit aoither litigation settlements changed as followsnfillions):

Balance as of December 31, 2( $ 59¢
Litigation reserve for potential settlement of @ty conversion litigation 75
Interest accretion on U.S. merchant law. 47
Payment: (115
Balance as of December 31, 2( 60E
Reserve for litigation settlemer 25
Interest accretion on U.S. merchant law. 43
Payment: (196
Balance as of December 31, 2( $ 477

Contribution Expense—Foundation

At the time of the IPO, we issued 13,496,933 shaf@air Class A common stock as a donation to thenBation that is incorporated in
Canada and controlled by directors who are indepenaof us and our members. The Foundation willdoait MasterCard’s existing charitable
giving commitments by continuing to support progsaand initiatives that help children and youthdoess education, understand and utilize
technology, and develop the skills necessary toesettin a diverse and global work force. In additibe Foundation will support
organizations that provide microfinance programs services to financially disadvantaged personscangmunities in order to enhance local
economies and develop entrepreneurs. In connegitbrthe donation of the Class A common stock, a@rded an expense of $395 million
which was equal to the aggregate value of the shaeedonated. The value of the shares of Classwramn stock we donated was determined
based on the IPO price per share of Class A constamk in the IPO less a marketability discount %2 This marketability discount and the
methodology used to quantify it were determinedrianagement in consultation with independent vadnatbnsultants retained by
MasterCard. This discount was calculated basecalyses of prices paid in transactions of restlict®ck of publicly held companies and on
income based analyses. At the time of the IPO,xpe@ed to donate approximately $40 million in casthe Foundation over a period of uj
four years in support of its operating expensescdhraditable disbursements for the first four yesriés operations, and we may make additic
cash contributions to the Foundation during aneraftis period. In 2006, we recorded a $20 milkoxpense for cash donations we made to the
Foundation. Under the terms of the contributionghtoFoundation, these donations are generallgedactible by MasterCard for tax purpo:
As a result of this difference between the finahsfatement and tax treatments of the donatiomsettvas a significant increase in our effective
income tax rate for the year ended December 316 20fhpared to the same period in 2005. We alsocttpeecord an expense equal to the
value of any cash we donate in the period or psriodvhich any such donations are made.

Depreciation and Amortizatiot

Depreciation and amortization expenses decread@d$fion and $13 million in 2006 and 2005, respeaty. These decreases were
primarily related to certain assets becoming fdiypreciated.
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Other Income (Expense)

Other income (expense) is comprised primarily @Estment income, interest expense and other gathfoases. Investment income
increased $64 million in 2006 and $12 million ir080 The increase in 2006 is primarily driven byeneist income from higher cash and short-
term investment balances principally relating te pnoceeds received from the IPO, increases ingsteates and dividends received. The
interest earned on the IPO proceeds ultimately tmetthe stock redemption was approximately $7iomillin the year ended December 31,
2006. The increase in 2005 is primarily due toramease in interest income from higher cash bataand interest rates.

Interest expense decreased $9 million in 2006 enthined unchanged in 2005 from 2004. During the grded December 31, 2006, $4
million of the reduction in expense was due tofané of interest assessed in an audit of the Cogigdrderal income tax return, as well as
reduction of interest reserve requirements reliagde Companyg tax reserves, resulting from the reassessmesutobf reserves. In addition,
million was due to lower interest accretion relgtto the U.S. merchant lawsuit settlement.

Other gains and losses decreased in 2006 prinduéyto a $17 million settlement the Company reakineesolution of a dispute of a
customer business agreement and $9 million in galasing to the sale of two affiliated investmeim£2005.

Income Taxes

Our effective tax rate for the year ended Decemie2006 includes the impact of the $395 charitablaribution of MasterCard Class
common stock to the Foundation. This contributiaswecorded as an expense in the income statehnosveyer, it is not deductible for tax
purposes. This resulted in a significant impacbaneffective tax rate as follows:

Non-
GAAP
GAAP GAAP Non- Effective
Effective Stock GAAP Tax
Actual Tax Rate Donation Adjusted Rate
(In millions, except percents)
Twelve months ended December 31, 200
Income before income tax $294 82.¢% $ 39t $ 68¢ 35.4%
Income tax expense 244 244
Net Income $ 50 $ 44t
1 Income tax expense has been calculated with afutithe impact of the stock contribution to theiRdation.

The effective income tax rate for the years endeddinber 31, 2006, 2005 and 2004 was 82.9%, 34.8%2&6%, respectively. The rate
in 2006 was higher than 2005 primarily due to tbadeductible charitable contribution of MasterC@tdss A common stock to the Founda
during the second quarter of 2006. MasterCard dsrba significant expense equal to the value o§s<Chacommon stock we donated to the
Foundation. Under the terms of the contributioth® Foundation, this contribution is generally detiuctible by MasterCard for tax purposes.
This transaction is discussed in more detail inséagtion under the heading “Impact of the IPO”. dxclingly, as a result of the significant
difference between the financial statement andreatments of the donation, the calculation of #f@ctive tax rate for the 2006 period is not
meaningful. The increase in the effective tax fate2005 as compared to 2004 was attributableac#itlement and reassessment, during :
of various tax audit issues discussed below.
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The components impacting the effective tax ratesoagpared to the U.S. federal statutory tax rateé58b are as follows:

For the Years Ended December 31

2006 2005 2004
Dollar Dollar Dollar
Amount Perceni Amount Perceni Amount Percen
(In millions, except percents)
Income before income tax exper $ 294 $ 407 $ 324
Federal statutory ts $ 10z 35.(% $ 145 35.(% $ 11z 35.(%
State tax effect, net of federal ben: 6 1.8% 4 0.% 4 1.2%
Foreign tax effect, net of federal ben: (6) (1.9% 5 1.1% 4 1.2%
Non-deductible charitable stock contributi 13¢ 47.(%
Non-deductible expenses and other differer 13 4.4% 2 (0.9% 4 1.C%
Tax exempt incom (20 (3.9% (8) (2.00% (7) (2.)%
Adjustment to deferred tax for change in U.S. staterate — — — — (8 (2.6%
Refund claims and settlement of audit matt
United State: — — 1 0.2% (11 (3.9%
Foreign — — (2 (0.5)% (13) (3.9%
Income tax expens $ 244 82.% $ 141 34.5% $ 86 26.5%

Liquidity

We need capital resources and liquidity to fundglabal development, to provide for credit andleatent risk, to finance capital
expenditures and any future acquisitions and teicethe payments of principal and interest onaustanding debt and the settlement of the
U.S. merchant lawsuit. At December 31, 2006 andb2@@ had $2.5 billion and $1.3 billion, respediy®f cash, cash equivalents and
available-for-sale securities with which to managerations. We expect that the cash generateddpmrations and our borrowing capacity
will be sufficient to meet our operating, workingpital and capital needs for the next twelve marittesvever, our liquidity could be negativ
impacted by the adverse outcome of any of the legeggulatory proceedings to which we are a p&ge Item 1A—"Risk Factorstegal anc
Regulatory Risks” in Part I, Item 1A of this Repdee also Note 20 to the Consolidated Financi&kS8tents included in Item 8.

Percent
Increase (Decrease)

2006 2005 2004 2006 vs. 200 2005 vs. 200

(In millions, except percents)
Cash Flow Data:
Net cash provided by operating activit $ 65C $ 27¢ $ 344 138.9% (20.6)%
Net cash used in investing activiti (67€) (34 (275) (1,909.9% 87.1%
Net cash provided by financing activiti 63¢ — — — —
Balance Sheet Data
Current assel $3,57i $2,22¢ $1,90: 60.€% 17.1%
Current liabilities 1,812 1,557 1,301 16.4% 19.6%
Long-term liabilities 902 97C 984 (7.0% (1.9%
Equity 2,36¢ 1,16¢ 97t 102.2% 19.%%

Net cash provided by operating activities for tlearyended December 31, 2006 was $650 million coeaptar $273 million in 2005 and
$344 million in 2004. In 2006, the increase in chsim operations was due to stronger operatingoperdnce, higher accounts payable and
customer and merchant incentive accruals, partidfset by higher payments for litigation and cusés and merchant incentive prepayments.
In 2005, the decrease
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in cash provided by operating activities was dua $40 million voluntary contribution to our quédifl pension plan as well as higher income
tax payments and prepayments made in accordanbenest customer incentive agreements. These cafibwsiin 2005 were offset by
stronger operating performance versus 2004 andaadse in accruals for personnel costs assoaiatedhe Company’s employee incentive
and severance plans.

The use of cash from investing activities for tleans ended December 31, 2006 and 2005 was princiaidyfo net purchases of available-
for-sale-securities and our investment on the irgedevelopment of capitalized software to suppartbusiness. Additionally, in 2005, we
acquired certain businesses and invested in teenaitdevelopment of capitalized software and paseh of fixed assets to support our
business. The net cash provided by financing digs/increased in 2006 as a result of the procesm#sved from the sale of Class A common
stock to investors in the IPO (including the pratseeceived pursuant to the underwriters’ optiopurchase additional shares) of
approximately $2.5 billion, which was offset by §illion for the redemption of Class B common &taad a $12 million dividend payment.

Under the terms of the U.S. merchant lawsuit settlet agreement, we are required to pay $100 milliemually each December through
the year 2012. In addition, for the years endedelidaer 31, 2006 and 2005, we made payments of $86mand $15 million for currency
conversion litigation and other litigation settlems

On April 28, 2006, we entered into a committed aryensecured $2.5 billion revolving credit facil{the “Credit Facility”) with certain
financial institutions. The Credit Facility, whigxpires on April 28, 2009, replaced our prior $2b#bon credit facility, which was to expire
June 16, 2006. Borrowings under the Credit Facdity available to provide liquidity in the eventasfe or more settlement failures by our
customers and, subject to a limit of $500 milliéor, general corporate purposes. The facility feé laorrowing cost are contingent upon our
credit rating. At our current rating, we pay a fiigifee of 8 basis points on the total commitmeamt$2 million annually. Interest on borrowir
under the Credit Facility would be charged at tbadon Interbank Offered Rate (LIBOR) plus an amgllle margin of 37 basis points (the
LIBOR margin) or an alternative base rate. A usitinn fee of 10 basis points would be charged i§taunding borrowings under the facility
exceed 50% of commitments. We were in compliandk thie covenants of the Credit Facility as of Delben81, 2006. There were no
borrowings under the Credit Facility at DecemberZ106 or the previous facility at December 31,200he majority of the Credit Facility
lenders are customers or affiliates of customeidadterCard International.

Following the announcement of our planned ownerahip governance changes, Standard & Poor’s plasedredit ratings on credit
watch with negative implications and announcedktention to lower our long-term counterparty ctadting from A- to BBB+ and our
subordinated debt rating from BBB+ to BBB, bothiwdtable outlook, upon completion of the IPO. OryN§, 2006 these rating changes took
effect. The change in our lorigkm counterparty rating resulted in an increagéénfacility fee on the Credit Facility from 7 8basis points, «
$250 thousand annually. Additionally, the LIBOR giarincreased from 28 to 37 basis points. We dcempect these rating changes to
materially impact our liquidity or access to capita

MasterCard Europe and European Payment Systemc8eisprl, a subsidiary of MasterCard, have a JIianikuro overdraft facility.
There is also a 1 million euro guarantee facildy MasterCard Europe. Interest on borrowings utigeioverdraft facility is charged at 50 basis
points over the relevant market index and intefia@sthe guarantee facility is paid at a rate o4 per annum on outstanding guarantees. There
were no borrowings under these facilities at Decamn3t, 2006 and 2005. However, the euro guaraatskty supported bank-issued
guarantees for a total of 849 thousand euros a@di&lusand euros, for the respective periods, wiidhced the amount of funds available
under this facility. Deutsche Bank AG is the lendkthese facilities and is a customer and membdtasterCard International.

MasterCard Europe has one additional uncommittedicagreement totaling 100 million euros. Thernes¢ rate under this facility is
Euro LIBOR plus 50 basis points per annum for ant®below 100 million
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euros and Euro LIBOR plus 250 basis points for ameaover the 100 million euro limit. For drawingsdurrencies other than the euro, interest
will be charged at the above margins over the eglecurrency base rate. There were no materiabtvmgs under this agreement at
December 31, 2006 and 2005. HSBC Bank plc is theédeof this facility and is a customer and mendfévlasterCard International.

In September and December 2006, MasterCard’s Bafdbitectors declared quarterly dividends, eacha09 per share of Class A
common stock and Class B common stock. The Septediidend was paid on November 10, 2006 and waaricaggregate amount of $12
million. The December dividend was paid on Febri®r2007 and was for an aggregate amount of $1fmilOn February 6, 2007, our Boz
of Directors declared a quarterly cash dividen8@fL5 per share payable on May 10, 2007 to holofemscord on April 9, 20070f our Class A
common stock and Class B common stock. The aggregabunt payable for this dividend is estimatebdeg@pproximately $21 million. The
declaration and payment of any future dividend$ bélat the sole discretion of our Board of Direstafter taking into account various factors,
including our financial condition, settlement gustees, operating results, available cash and duarehanticipated cash needs.

Future Obligations

The following table summarizes our obligations BaBecember 31, 2006 that are expected to impagtdity and cash flow in future
periods. We believe we will be able to fund thelkgations through cash generated from operationsoar existing cash balances.

Payments Due by Perioc

200¢- 201C 2012 and
Total 2007 2009 2011 thereafter
(In millions)
Capital leases $ 62 $ 9 $ 1C $ 4 $ 3¢9
Operating leases 96 32 47 8 9
Sponsorshig, licensing & othef 913 413 297 113 9C
Litigation settlement8 617 117 20C 20C 10C
Debt$ 237 5 23z — —
Executive incentive plan benefit 36 36 — — —
Total $1,961 $612 $78¢€ $32E $ 23¢

1 Most capital leases relate to certain propertyntdaad equipment used in our business. Our lagggstal lease relates to our Kansas City,
Missouri co-processing facility.

2 We enter into operating leases in the normal cooffeisiness, including the lease on our facilityst. Louis, Missouri. Substantially all
lease agreements have fixed payment terms baste gassage of time. Some lease agreements pravidéh the option to renew the
lease or purchase the leased property. Our fupeeating lease obligations would change if we egertthese renewal options and if we
entered into additional lease agreements.

8 Includes $180 million as of December 31, 2006 iegato a sponsorship agreement which is the subjegtiegal dispute and which we may
not be obligated to pay.

4 Amounts primarily relate to sponsorships with certarganizations to promote the MasterCard bramé &8mounts included are fixed and
non-cancelable. In addition, these amounts incardeunts due in accordance with merchant agreerfaristure marketing, computer
hardware maintenance, software licenses and o¢ineice agreements. Future cash payments that @dthtme due to our customers under
agreements which provide pricing rebates on oundstal fees and other incentives in exchange foeaszd transaction volumes are not
included in the table because the amounts dusndedaerminable and contingent until such time afopmance has occurred. MasterCard
accrued $387 million as of December 31, 2006 rdlegecustomer and merchant agreements.

5 Represents amounts due in accordance with thersettlt agreement in the U.S. merchant lawsuit amek ditigation settlements.
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6 Debt primarily represents principal and interesedwn our subordinated notes due June 2008 amtitieipal owed on our Series A Senior
Secured Notes due September 2009. We also hawmiganiedit facilities for which there were no oatgting balances at December 31,
2006 that, among other things, would provide ligyich the event of settlement failures by our memnsb Our debt obligations would char
if one or more of our members failed and we bormbweder these credit facilities to settle on ounthers’ behalf or for other reasons.

7 Represents Executive Incentive Plan and the Sé&xiecutive Incentive Plan cash payments due to grepshould they terminate
employment.

Related Parties

A significant portion of our revenue is concentdagéenong our five largest customers. In 2006, theeenues from these customers v
approximately $1.1 billion, or 34% of total net ezwe. The loss of any of these customers couldreglyempact our revenues and net income.
See “Risk Factors—Business Risks—Consolidationtleerochanges affecting the banking industry coe&ilt in a loss of business for
MasterCard and may create pressure on the priceharge our customers, which may materially anceexbly affect our revenue and
profitability” in Part I, ltem 1A of this Reportnladdition, as part of our business strategy, M&stel, among other efforts, enters into business
agreements with customers. These agreements damtieated in a variety of circumstances. See “Ria&tors—Business Risks—We face
increasingly intense competitive pressure on timepmwe charge our customers, which may matergaity adversely affect our revenue and
profitability” in Part |, Iltem 1A of this Report.

Seasonality

Portions of our business are seasonal. Our gressue is favorably affected by progressively inseshcard purchasing volume
throughout the year, particularly in the fourth gaaduring the holiday shopping period. Howeveistomer and merchant incentives, which
are recorded as contra-revenue, and advertisitiglalyqoromotions and incentives also increase gdlyetausing our profitability to decline in
the fourth quarter.

Critical Accounting Estimates

Our accounting policies are integral to understagdiur results of operations and financial condit/e are required to make estimates
and assumptions that affect the reported amourdass#ts and liabilities, and disclosure of contm@ssets and liabilities, at the date of the
financial statements, and the reported amountewaue and expenses during the reporting periodshdVe established detailed policies and
control procedures to ensure that the methods tasedke estimates and assumptions are well coadralhd are applied consistently from
period to period. The following is a brief descigpt of our current accounting policies involvingsificant management judgments.
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Financial Statement Caption/ Effect if Actual Results Differ

Critical Accounting Estimate Assumptions/Approach Usec from Assumptions
Revenue Recognitio
Our assessment revenues that are based on  Our assessment revenues that are based oif our customers’ actual performance is not
guarterly GDV are recorded utilizing an estimateuarterly GDV are recorded utilizing an consistent with our estimates of their
of our customers’ performance. Total assessmeastimate of our customergérformance. Suc performance, revenues may be materially
revenues included an estimate as of the end of #stimates are subsequently validated againsifferent than initially recorded. Historical
period for 26%, 15% and 11% of those assess performance reported by our customers.  our estimates have differed from the actual
revenues, representing 7%, 5% and 4% of total Differences are adjusted in the period the performance by less than 5% of the
revenues for the years ended December 31, 2006stomer reports. Customers’ performance @&stimates on a quarterly basis.
2005 and 2004, respectively. Our revenue estimated by using historical performance,
recognition policies are fully described in our member reported information, transactional
Consolidated Financial Statements in Item 8. information accumulated from our systems

and discussions with our customers.

Rebates and incentives are estimated. Rebates and incentives are generally recordiedur customers’ actual performance is not
as contra-revenue based on our estimate ofconsistent with our estimates of their
each customer’s performance in a given  performance, contra-revenues may be
period and according to the terms of the  materially different than initially recorded.
related customer agreemer

Legal and Regulatory Matter
We are party to legal and regulatory proceed We evaluate the likelihood of an unfavora Due to the inherent uncertainties of the le
with respect to a variety of matters. Except as outcome of the legal or regulatory and regulatory process in the multiple
described in Notes 18 and 20 to the Consolidatguloceedings to which we are party in jurisdictions in which we operate, o
Financial Statements herein, MasterCard does actordance with SFAS No. 5, “Accounting judgments may be materially different tr
believe that any legal or regulatory proceedingsfty Contingencies” (“SFAS No. 5”). Our the actual outcomes.
which it is a party would have a material adversgidgments are subjective based on the s
impact on its business or prospects. of the legal or regulatory proceedings, the

merits of our defenses and consultation with

in-house and outside legal coun:
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Financial Statement Caption/ Effect if Actual Results Differ
Critical Accounting Estimate Assumptions/Approach Usec from Assumptions
Discount Rate for Merchant Lawsuit Settleme
We have entered into a settlement agreement itWe estimated the discount rate we used to A one percent increase in the discount rate
connection with the U.S. merchant lawsuit. Thiscalculate the present value of our obligationaould increase annual interest expense by
settlement was discounted over the ten year  under the Settlement Agreement in 2003 t approximately $4 million in 2006, and
payment term of the settlement. 8%. The discount rate used was a matter ofdeclining amounts thereafter. The reverse
management judgment at the time of the impact would be experienced for a one
settlement, which considered our expected percent decrease in the discount rate.
post-settlement credit rating and rates for
sources of credit that could be used to finance
the payment of such obligations with similar
terms.

Goodwill and Intangible Assets (exce

Capitalized Software)

We perform analyses of goodwill and intangi  The test methods employed in performing If actual results are not consistent with
assets on an annual basis or sooner if indicaforamalyses involve assumptions concerning assumptions and estimates, we may be
impairment exist. This evaluation utilizes a two-interest and discount rates, growth project exposed to an additional impairment charge
step approach. The first step is to identify a and other assumptions of future business associated with goodwill and/or intangible

potential impairment and the second step conditions. The assumptions employed are assets. The carrying value of goodwill and
measures the amount of the impairment loss, if based on management’s judgment using intangible assets, excluding capitalized
any. Impairment is measured as the excess of thigernal and external data. We utilize software, was $414 million, including $192
carrying amount over fair value. independent valuation experts, if needed. million of unamortizable customer

relationships, as of December 31, 2C

We determined customer relationships We completed our annual impairment tes!

intangible asset, have an indefinite life. In aiddi for all other goodwill and intangibles using

to the impairment testing noted above, we assetit&e methodology described herein, and no

the appropriateness of that indefinite life annui significant impairment charges were recorded
for the year ended December 31, 2C

Income Taxes

In calculating our effective tax rate we neet We have various tax filing position Although we believe that our estimates i
make decisions regarding certain tax positions, including the timing and amount of judgments discussed herein are reason
including the timing and amount of deductions deductions, establishment of reserves for actual results may differ by a material
and allocation of income among various tax  credits and audit matters and the allocation afount.

jurisdictions. income among various tax jurisdictiol
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Financial Statement Caption/ Effect if Actual Results Differ
Critical Accounting Estimate Assumptions/Approach Usec from Assumptions
We record a valuation allowance to reduce We considered projected future taxa If we realize a deferred tax asset in exce:
deferred tax assets to the amount that is more income and ongoing tax planning strategie the net deferred tax asset or if we were
likely than not to be realized. assessing the need for the valuation unable to realize a net deferred tax asset; an
allowance. adjustment to the deferred tax asset would
increase or decrease earnings, respectively,
in the period
Capitalized Softwart
Our capitalized software, which includes inter We are required to make judgment: If actual results are not consistent with
and external costs incurred in developing or  determine if each project will satisfy its judgments, we may be exposed tc
obtaining computer software for internal use, is intended use. In addition, we estimate the impairment charge. The net carrying value
included in other intangible assets. average internal costs incurred for payroll of capitalized software as of December 31,

payroll related expenses by department fo 2006 was $75 million.
employees who directly devote time relating

to the design, development and testing phases

of the project

On a quarterly basis, we perform impairment
analyses on various technologies. If the
carrying value of the various technologies
exceeds the fair value, impairment charge:
recorded.

During the year ended December 31, 200¢
significant impairment charges were recori
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Financial Statement Caption/ Effect if Actual Results Differ

Critical Accounting Estimate Assumptions/Approach Usec from Assumptions
Pensions and Postretirement Benefit Pla
The Company maintains a noncontributory The discount rate for the Company’s pensioA quarter of a percentage point decrease in
defined benefit pension plan with a cash balancand postretirement plans is subject to changmir discount rate would increase our pen
feature covering substantially all of its U.S. each year, consistent with changes in high-projected benefit obligation by $1.6 million,
employees. This pension plan credits participantgiality, longterm corporate bond markets. and increase our postretirement projected
annually with an amount equal to a percentage sélect a discount rate, we performed an  benefit obligation by $2.0 million. These
eligible pay based on age and service, as well a@nalysis which matched the plans expecteddecreases would have a negligible effect on

providing earnings credits based on each cash flows (determined on PBO basis) with our annual pension and postretirement
participant’s account balance. Additionally, the spot rates developed from a yield curve  expense. An equal but opposite effect wc
Company has an unfunded nonqualified comprised of high-grade non-callable be experienced for a quarter of a percentage

supplemental executive retirement plan that  corporate bonds and arithmetically roundedpoint increase in the discount rate.
provides certain key employees with suppleme this result. Our discount rate of 5.75% as of

retirement benefits in excess of limits imposed ddecember 31, 2006 is 25 basis points greater

qualified plans by U.S. tax laws. The Company than the 5.50% rate used in calculating the

also maintains a postretirement plan providing periodic benefit costs for 2005.

health coverage and life insurance benefits for

substantially all of its U.S. employees and rest Net actuarial gains and/or losses in our be

plans are amortized on straidhte basis ove

Certain assumptions are used in the determinattbe expected average remaining service of

of the annual costs for our pension and active participants expected to benefit under

postretirement plans and the disclosure of the the plans.

inclde the discount rare used o measure e, Ve determine the expected returm on plan

plans’projected benefit obligation for pension ¢ assets primarily based on long-term historical inti

postretirement, the expected rate of return on returns in equity and fixed income markets. A quarter of a percentage point increase or
§ ' The expected rate of our pension plan ass decrease in the expected rate of return on

pension plan assets and the health care cost trefidy " " years ended December 31, 200N assets would decrease or increase the

rate for our postretirement plan. 2005 and 2004. annual pension costs by $0.5 million.

The Company reviews external data and its
own historical trends to determine the healt
care trend rates for postretirement medical
costs.

}A complete analysis of the cost impact
resulting from a change in this assumptic
fully described in Note 12 to the
Consolidated Financial Statements in Item 8
in this Report
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Financial Statement Caption/ Effect if Actual Results Differ

Critical Accounting Estimate Assumptions/Approach Usec from Assumptions
Postemployment Benefit Pla
We have a formal severance plan which sets foithe assumption for the number of severed A 5% increase in the number of severed
the guidelines with respect to severance paymepésticipants used in the calculation was 120participants would increase our severance
to salaried employees whose normal assignm¢ for 2006 and 100 for 2005. The career levelsbligations by $1.7 million. An equal but
within the United States. Approximately 3,100 ofor these individuals was estimated using opposite effect would be experienced for a
our employees are covered by the Plan. Severahistorical experience as a base, adjusted fob& decrease in the number of participants.
benefits are determined primarily by years of number of strategic and human resource
service and career level in accordance with eitheitiatives implemented in 2006 and 2005.
a standard or enhanced payment schedule, whigkview historical trends and future
is determined by the cause of the severance a expectations when determining the type of
Certain assumptions are used in the determinatlmnefits to be offered to the severed
of the liability for expected future severance  participants.
obligations. Key assumptions include the numb
of severed participants, number of severed
individuals by career level, benefit package an
discount rate.

A quarter of a percentage point decrease or
increase in our discount rate would have an
impact of approximately $0.4 million on o
severance obligations.

She discount rate for our postemployment
dplan is subject to change each year, consi

with changes in high-quality, long-term
corporate bond markets. To select a discount
rate, we performed an analysis which mat
the plans expected cash flows with spot rates
developed from a yield curve comprised of
high-grade non-callable corporate bonds and
arithmetically rounded this result. Our
discount rate of 5.50% as of December 31,
2006 is 25 basis points less than the 5.75%
rate used in calculating the severance
obligations for 2005

Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standardaf8q“FASB”) issued FASB Interpretation No. 48, ‘@aunting for Uncertainty in
Income Taxes—an Interpretation of FASB Stateme#@t {0-IN 48”). FIN 48 prescribes a comprehensivedabfor how a company should
recognize, measure, present, and disclose imasfial statements the benefits associated withrtain tax positions that the company has
taken or expects to take on a tax return. For thesefits to be recognized, a tax position mushbee likely than not to be sustained upon
examination by taxing authorities. FIN 48 is effeetfor annual periods beginning after December20B6. We expect the adoption of FIN 48
will increase other liabilities by approximately 88llion to $10 million and decrease retained eagsiby the same amount.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Market risk is the potential for economic lossebéancurred on market risk sensitive instrumentsrgy from adverse changes in market
factors such as interest rates, foreign currencha@xge rates and equity price risk. We have limédgabsure to market risk from changes in
interest rates, foreign exchange rates and eqriitg pisk. Management establishes and overseamilementation of policies, which have
been approved by
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the board of directors, governing our funding, istveents and use of derivative financial instrumeWs monitor risk exposures on an ongoing
basis. There have been no material changes in atketrisk exposures at December 31, 2006 as cedparDecember 31, 2005.

Foreign Exchange Risk

We enter into forward exchange contracts to mingmigk associated with anticipated receipts andudissments which are either
transacted in a non-functional currency or valuasell on a currency other than our functional caresnWe also enter into contracts to offset
possible changes in value due to foreign exchangéutions of assets and liabilities denominatefbreign currencies. The objective of this
activity is to reduce our exposure to transactiaimg and losses resulting from fluctuations of figmecurrencies against our functional
currencies, principally the U.S. dollar and eurbeTerms of the forward currency contracts are igdigdess than 18 months.

At December 31, 2006 and 2005, forward currencyrests against the U.S. dollar were both purch@s&t notional amounts of $35
million and $78 million, respectively) and sold fwinotional amounts of $17 million and $33 milliorspectively). Based on the year end =
and 2005 foreign exchange positions, the effeet lofpothetical 10 percent strengthening of the doflar is estimated to create a loss valued
at $2 million and $4 million at December 31, 2006 2005, respectively.

At December 31, 2006 and 2005, forward currencyrests against the euro were purchased (with natiamounts of $121 million and
$218 million, respectively) and sold (with notiorgahounts of $45 million and $39 million, respectiyeBased on the year end 2006 and 2005
foreign exchange positions, the effect of a hypiath&10 percent strengthening of the euro is et to create a loss valued at $7 million and
$16 million at December 31, 2006 and 2005, respelgti

At December 31, 2006, forward currency contractsrasd the Brazilian real were purchased (with malamounts of $11 million).
Based on the year end 2006 foreign exchange positibe effect of a hypothetical 10 percent stiemging of the Brazilian real is estimated to
create a loss valued at $1 million.

Our settlement activities are subject to foreigohange risk resulting from foreign exchange ratettlations. This risk is limited to the
extent that the timeframe between setting the dorexchange rates and clearing the financial titses is typically one business day and by
limiting the supported settlement currencies toh®. dollar or one of nineteen other stable tratiga currencies. The remaining 145
transaction currencies are settled in one of tippated settlement currencies or require localesatint netting arrangements that minimize
foreign exchange exposure.

Interest Rate Risk

Our interest rate sensitive assets are our detotiments, which we hold as available-for-sale itwents. With respect to fixed
maturities, our general policy is to invest in higlality securities, while providing adequate ljty and maintaining diversification to avoid
significant exposure. Based on the net presenewvailexpected future cash flows, a 100 basis poanease in interest rates, assuming a pa
shift of the yield curve, would result in fair valehanges and an unrealized loss recorded in ctimagprehensive income of $22 million and
million for 2006 and 2005, respectively. Our heddrhaturity investments are not subject to interats movements.

Our interest rate sensitive liabilities consissabordinated debt securities. A 100 basis pointedse in rates, assuming a parallel shift of
the yield curve, would result in a fair value lagst2 million and $5 million for December 31, 2086d 2005, respectively. See Note 14 to the
Consolidated Financial Statements in Item 8 in Report.
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At December 31, 2006 and 2005, we had various tcfadlities to provide liquidity in the event ofaterial member settlement failures,
settlement service operations and other operatioeeads. These credit facilities have variable ratbsch are applied to the borrowing basec
terms and conditions set forth in each agreemdmr&were 3 million euros and 5 million euros ansing at December 31, 2006 and 2005,
respectively, under these credit facilities. Se¢eNal to the Consolidated Financial Statementteim 8 in this Report.

Equity Price Risk

We own trading securities, which are comprisedofity securities selected to offset obligations@mnection with an executive
compensation plan. The effect of a hypotheticabd@ent decline in market value would result ingslof $1 million and $2 million in the
years ended December 31, 2006 and 2005, respgctivethe extent the executive compensation plarames in a net appreciation position,
offsetting gain would be recorded in general antiadstrative expense.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANC |AL REPORTING

The management of MasterCard Incorporated is ressiplerfor establishing and maintaining adequaterirel control over financial
reporting. Internal control over financial repogiis a process designed to provide reasonableaag=®iregarding the reliability of financial
reporting and the preparation of financial statetméor external reporting purposes in accordandk aécounting principles generally accepted
in the United States of America. Because of iteieht limitations, internal control over financiaporting may not prevent or detect
misstatements. As required by Section 404 of thb&Bees-Oxley Act of 2002, management has assdssexdfectiveness of MasterCard’s
internal control over financial reporting as of Bewer 31, 2006. In making its assessment managdrasenitilized the criteria set forth by the
Committee of Sponsoring Organizations of the Tred@ommission (COSO) in its report entitkedernal Control—Integrated Framework.
Management has concluded that, based on its assesdviasterCard’s internal control over financigporting was effective as of
December 31, 2006. Our management’s assessmédrd effectiveness of MasterCard’s internal contrkardinancial reporting as of
December 31, 2006 has been audited by Pricewateelimopers LLP, an independent registered publigusting firm, as stated in their rep
which appears on the next page.
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[PRICEWATERHOUSECOOPERS letterhead]

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of MasterCard Incorporated:

We have completed integrated audits of MasterQagdrporated’s consolidated financial statementsddriid internal control over
financial reporting as of December 31, 2006, inoadance with the standards of the Public CompargoAnting Oversight Board (United
States). Our opinions, based on our audits, asepted below.

Consolidated financial statements

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall material respects, the financial
position of MasterCard Incorporated and its sulasids at December 31, 2006 and December 31, 28@83ha results of their operations and
their cash flows for each of the three years inpeod ended December 31, 2006 in conformity &itbounting principles generally accepted
in the United States of America. These financiateshents are the responsibility of the Compamyanagement. Our responsibility is to exp
an opinion on these financial statements baseduoaudits. We conducted our audits of these staiésrie accordance with the standards of
the Public Company Accounting Oversight Board (BdiStates). Those standards require that we ppenform the audit to obtain
reasonable assurance about whether the finanatahsénts are free of material misstatement. Antaddinancial statements includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesp@ssessing the accounting principles used
and significant estimates made by management, \eaddating the overall financial statement preséoatWe believe that our audits provide a
reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, managemestassessment, included in Management's Reporteméh Control Over Financial Reporting appea
in this Item, that the Company maintained effectiternal control over financial reporting as ofd@enber 31, 2006 based on criteria
established itnternal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatirike Treadway Commission
(COSO0), is fairly stated, in all material respeb@sed on those criteria. Furthermore, in our opinihe Company maintained, in all material
respects, effective internal control over financegorting as of December 31, 2006, based on ieriéstablished itnternal Control—
Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contosfer financial
reporting and for its assessment of the effectigerd internal control over financial reporting.rQesponsibility is to express opinions on
management’s assessment and on the effectivenéss 6bmpany’s internal control over financial repw based on our audit. We conducted
our audit of internal control over financial repog in accordance with the standards of the Pubtimpany Accounting Oversight Board
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout whether effective internal
control over financial reporting was maintainedglhmaterial respects. An audit of internal contseér financial reporting includes obtaining
an understanding of internal control over financggdorting, evaluating management’s assessmetihgesd evaluating the design and
operating effectiveness of internal control, andgrening such other procedures as we consider sacgi the circumstances. We believe that
our audit provides a reasonable basis for our opmi

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantegenerally accepted accounting princip
A companys internal control over financial reporting inclisdiose policies and procedures that (i) pertatheéanaintenance of records tha
reasonable detall,
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accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyj@le reasonable assurance that transactions ar
recorded as necessary to permit preparation ofi¢iahstatements in accordance with generally aeceaccounting principles, and that rece
and expenditures of the company are being madeio@gcordance with authorizations of managemedtdarectors of the company; and

(i) provide reasonable assurance regarding premeior timely detection of unauthorized acquisitioise, or disposition of the company’s
assets that could have a material effect on tlantial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

P RICEWATERHOUSEC OOPERY_LP

New York, New York
February 28, 2007
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MASTERCARD INCORPORATED
CONSOLIDATED BALANCE SHEETS

ASSETS

Cash and cash equivalel
Investment securities, at fair valt

Trading

Available-for-sale
Accounts receivabl
Settlement due from membe
Restricted security deposits held for memt
Prepaid expenst¢
Other current asse

Total Current Assets
Property, plant and equipment, at cost (less actatedidepreciation of $220,720 and

$373,319

Deferred income taxe
Goodwill
Other intangible assets (less accumulated amadizaf $309,110 and $272,91
Municipal bonds hel-to-maturity
Prepaid expenst
Other asset

Total Assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Accounts payabl
Settlement due to membe
Restricted security deposits held for memt

Obligations under U.S. merchant lawsuit and otitigiation settlements—current (Notes 18

and 20)
Accrued expense
Other current liabilitie:
Total Current Liabilities
Deferred income taxe
Obligations under U.S. merchant lawsuit and otitigiation settlements (Notes 18 and :
Long-term debt
Other liabilities
Total Liabilities
Commitments and Contingencies (Notes 17 and 2
Minority interest
Stockholders Equity
Class A common stock, $.0001 par value; author&860,000,000 shares, 79,631,983
no shares issued and outstanding, respect
Class B common stock, $.0001 par value; authorlz2d0,000,000 shares, 55,337,407 al
134,969,329 shares issued and outstanding, regplgc
Class M common stock, $.0001 par value, authorize@0,000 shares, 1,600 and no sh
issued and outstanding, respectiv
Additional paic-in capital
Retained earnings (accumulated defi
Accumulated other comprehensive income, net of
Cumulative foreign currency translation adjustme
Defined benefit pension and other postretiremeant
Investment securities availa-for-sale
Derivatives accounted for as hedi
Total accumulated other comprehensive income, inaixc
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part oktbeasolidated financial statements.
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December 31, 20C

$ 1,185,08

12,26:
1,286,58!
451,26:
311,95
109,89
130,84
89,34t
3,577,22!

252,73:
216,78:
217,01
271,37:
193,47
235,65:
118,21

$ 5,082,47

$ 278,65t
286,05¢
109,89

117,27
936,42
83,27¢
1,811,591
66,19¢
359,64(
229,66
246,39
2,713,49.

4,62(

3,289,87'
(1,029,19)

96,85
11,40:

(3,065)

(1,526)

103,66:
2,364,35

$ 508247

December 31, 20C
(In thousands, except share data)

$

545,27:

22,47:
714,14°
347,75¢
211,77

97,94
167,20¢

121,32¢

2,227,89

230,61+
225,03¢
196,70:
273,85¢
194,40:
201,13:
150,90¢

3,700,54

185,02:
175,02:
97,94

189,38(
850,65’
58,68

1,556,70:

61,18¢
415,62(
229,48¢

263, 77¢

2,526,717

4,62(

14

974,60:!
145,51t

50,81¢

(2,549)
73¢

49,01

$

1,169,14

3,700,54.
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MASTERCARD INCORPORATED
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31,

2006 2005 2004
(In thousands, except per share data)

Revenues, ne $3,326,07 $2,937,62! $2,593,33!
Operating Expenses
General and administrati 1,505,18! 1,351,08: 1,185,83
Advertising and marketin 1,051,871 1,008,26:i 915,85:
Litigation settlement 24,957 75,15¢ 21,65
Charitable contributions to the MasterCard Fouruate 414,78 — —
Depreciation and amortizatic 99,78: 109,93¢ 123,31

Total operating expens: 3,096,57! 2,544 ,44. 2,246,65!
Operating incomi 229,49! 393,18« 346,67
Other Income (Expense’
Investment income, n 124,99: 60,86 48,701
Interest expens (61,15) (70,159 (69,729
Other income (expense), r 834 23,44t (1,957

Total other income (expens 64,675 14,15¢ (22,977
Income before income tax 294,17 407,33¢ 323,70(
Income tax expens 243,98. 140,61¢ 85,64(
Net Income $ 50,19( $ 266,71¢ $ 238,06(
Basic Net Income per Share (Note : $ 37 $ 1.9¢ $ 1.7¢
Basic Weighted average shares outstanding (Note 135,41: 134,96¢ 134,96¢
Diluted Net Income per Share (Note 3 $ 37 $ 1.9¢ $ 1.7¢€
Diluted Weighted average shares outstanding (Note: 135,77¢ 134,96¢ 134,96¢

The accompanying notes are an integral part oktbeasolidated financial statements.
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MASTERCARD INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities
Net income
Adjustments to reconcile net income to net cashideal by operating activitie:
Depreciation and amortizatic
Charitable contribution of common stock to the MaSard Foundatio
Share based payments (Note
Deferred income taxe
Other
Changes in operating assets and liabilil
Trading securitie
Accounts receivabl
Settlement due from membe
Prepaid expenst
Other current asse
Prepaid expenses, r-current
Accounts payabl
Settlement due to membe
Litigation settlement accruals, including accretafimputed interes
Accrued expense
Net change in other assets and liabili
Net cash provided by operating activit
Investing Activities
Purchases of property, plant and equipn
Capitalized softwar
Purchases of investment securities avai-for-sale
Proceeds from sales and maturities of investmenirges availabl-for-sale
Acquisition of businesses, net of cash acqu
Other investing activitie
Net cash used in investing activiti
Financing Activities
Cash received from sale of common stock, net ofisse cost
Cash payment for redemption of common st
Dividends paic
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casvaénts
Net increase in cash and cash equival
Cash and cash equivale—beginning of yea
Cash and cash equivale—end of yeal

For the Years Ended December 31,

2006

$ 50,19(

99,78:
394,78!
19,18:
32,261
9,74¢

10,21
(93,429
(75,557

42,62:
7,81:
(30,55¢)
89,38:
89,73¢
(128,08}
86,85¢
45,20
650,16:

(61,209
(33,26/)
(3,815,11)
3,233,72!

(368)
(676,22f)

2,449,91(
(1,799,93)
(12,379
637,60(
28,27:
639,80
545,27:
$1,185,08

2005 2004
(In thousands)
$ 266,71 $ 238,06(
109,93¢ 123,31°
(54,036 40,84t
12,18: 11,967
4,93t 3,354
(64,189 (22,446
(15,496 2,76¢
(52,170 (24,267
(17,129 (6,476
(123,69:) (21,33)
4,111 (20,275
11,47: (3,356
7,40¢ (74,87
220,78¢ 82,40:
(37,999 14,09¢
272,84t 343,79!
(43,866 (30,525
(38,137 (47,63()
(2,834,32) (2,194,93)
2,883,70! 2,032,27!
— (29,867
(1,040 (3,847
(33,65%) (274,519
(22,916 11,59¢
216,27 80,87
328,99¢ 248,11¢
$ 545,27: $ 328,99t

The accompanying notes are an integral part oktheasolidated financial statements.
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MASTERCARD INCORPORATED
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’' EQUITY

Accumulated
Other

Common Shares

Retained Comprehensive
Earnings Additional
(Accumulated Income, Paid-
Total Deficit) net of tax Class B In Capital
(In thousands)

Balance at December 31, 20C 698,72: $ (359,269 $ 89,617 $ 14 $ 968,35:
Net income 238,06( 238,06( — — —
Other comprehensive income, net of 38,17: — 38,17: — —

Balance at December 31, 20C 974,95 (121,209 127,78t 14 968, 35¢
Net income 266,71¢ 266,71¢ — — —
Other comprehensive loss, net of (78,779 — (78,779 — —
Purchase price adjustment for the acquisitior

MasterCard Europ 6,251 — — — 6,251

Balance at December 31, 20C 1,169,14 145,51! 49,01« 14 974,60
Net income 50,19( 50,19( — — —
Other comprehensive income, net of 43,24¢ — 43,24¢ — —
Adoption of new pension and postretirement

standard, net of ta 11,40: — 11,40: — —
Proceeds from issuance of common stock (n

offering expenses of $129,3E 2,449,911 — — — 2,449,90.
Redemption of stock Class B sha (1,799,93) (1,224,90) — 8 (575,029
Charitable stock contribution to the MasterCard

Foundatior 394,78! — — — 394,78«
Reclassification of cash-based performance

awards to stoc-based compensatic 51,20¢ — — — 51,20¢
Cash dividends declared on Class A and Cla

common stock, $.18 per sh (24,779 — — — (24,775
Share based payments (Note 19,18 — — — 19,18!

Balance at December 31, 20C $ 2,364,35! $(1,029,19) $ 103,66. $ 6 $3,289,87!
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MASTERCARD INCORPORATED

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net Income
Other comprehensive income (loss), net of
Foreign currency translation adjustme

Investment securities availa-for-sale
Income tax effec

Reclassification adjustment for investment se@sitivailabl-for-sale
Income tax effec

Derivatives accounted for as hed
Income tax effec

Reclassification adjustment for derivatives accedrbr as hedge
Income tax effec

Other comprehensive income (loss), net of
Comprehensive Income

The accompanying notes are an integral part oktheasolidated financial statements.
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For the years ended December 31,

2006 2005 2004
(In thousands)

$ 50,19( $266,71¢ $238,06(
46,03: (76,669 44,27
(1,786 (10,527 (5,977
52¢€ 3,771 2,06¢
(1,260) (6,745 (3,909)
1,04¢ 621 (2,695)
(30€) (223) 932
73¢ 39¢ (1,769
(10,567) 5,592 (4,267)
3,60¢ (1,839 957
(6,956 3,75: (3,305)
7,12: 71¢ 3,71(C
(2,437) (236) (8379
4,691 483 2,871
43,24¢ (78,779 38,17:
$ 93,43¢ $187,94! $276,23:
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except per share data)

Note 1.Summary of Significant Accounting Policies

Organization—MasterCard Incorporated and its consolidated siidr$és, including MasterCard International Incagied (“MasterCard
International”) and MasterCard Europe sprl (“Matrd Europe”) (together, “MasterCard” or the “Comyg, provide transaction processing
and related services to customers principally ppsut of their credit, deposit access (debit), etetic cash and Automated Teller Machine
(“ATM”) payment card programs, and travelers chepgregrams.

As more fully described in Note 2, on May 31, 2008&sterCard transitioned to a new ownership and ig@aree structure, which
involved an initial public offering (the “IPO”) & new class of the Company’s common stock.

Consolidation and basis of presentatiedl he consolidated financial statements includeatteounts of MasterCard and its majority-
owned and controlled entities, including the Conyarariable interest entity. The Company’s var@luiterest entity was established for the
purpose of constructing the Company’s global tetbgyoand operations center; it is not an operagintity and has no employees.
Intercompany transactions and balances are eligdriatconsolidation. The Company follows accoungpnigciples generally accepted in the
United States of America.

The Company consolidates majority-owned and cdetiantities, including specific consideration afiable interest entities which are
required to be consolidated in accordance withptisgisions of Financial Accounting Standards Ba@FRSB”) Interpretation No. 46(R),
“Consolidation of Variable Interest Entities” (“FIABR”). Minority interest is recorded for consoliéd entities in which the Company owns
less than 100% of the interest. Minority interegiresents the equity interest not owned by the @omp

The Company accounts for investments in entitiefeuthe equity method of accounting when it holeisMeen 20% and 50% ownership
in the entity and when it exercises significantuehce. The equity method of accounting is alslizat for limited partnerships and limited
liability companies if the investment ownershipgesrtage is greater than 3% of outstanding owneistépests or common stock, respectively,
regardless of whether MasterCard has significdhteénce over the investees. MasterCard’s sharebéarnings or losses of entities accounted
for under the equity method of accounting is ineldich other income (expense), net on the conselilistatements of operations.

The Company accounts for investments in affiliateder the historical cost method of accounting wibéolds less than 20% ownership
in the entity and when it does not exercise sigaift influence.

Investments in entities for which the equity metlaod historical cost method of accounting are gmpeite are recorded in other asset
the consolidated balance sheets.

Certain prior period amounts have been reclassiienform to 2006 classifications. Prior to tR©l, the Company reclassified all of its
approximately 100,000 outstanding shares of exjdiifass A redeemable common stock so that the Coyrgpaxisting stockholders received
1.35 shares of the Company’s new Class B commatk $to each share of Class A redeemable commotk $iat they held and a single share
of new Class M common stock. Shares and per slaaehdive been retroactively restated in the firsstatements subsequent to the common
stock reclassification to reflect the reclassifioatas if it was effective at the start of theffipgriod being presented in the financial statement
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands, except per share data)

Use of estimates-The preparation of financial statements in confywith accounting principles generally acceptedtie United
States of America requires management to make astgnand assumptions that effect the reported amofiassets and liabilities, disclosure
of contingent assets and liabilities at the datéheffinancial statements and the reported amafmsvenue and expenses during the reporting
periods. Management has established detailed gsland control procedures to ensure the methodstoseake estimates are well controlled
and applied consistently from period to period.usttresults may differ from these estimates.

Cash and cash equivalentsCash and cash equivalents include certain highlyd investments with a maturity of three monthdess
from the date of purchase. Cash equivalents ameded at cost, which approximates fair value.

Investment securities-The Company classifies debt securities as heladturity or available-for-sale and classifies egsicurities as
trading.

Debt securities are classified as held-to-matwyiten the Company has the intent and ability to hieéddebt securities to maturity. Held-
to-maturity debt securities are stated at amortczed. Debt securities that are not held-to-matuaie classified as available-for-sale.
Available-for-sale debt securities are carriedaait ¥alue, with the unrealized gains and losseisphapplicable taxes, recorded as a separate
component of other comprehensive income on theatiolaged statements of comprehensive income (Id&)realized gains and losses on
securities are recognized in investment incoméherconsolidated statements of operations. Quoteklenealues, when available, are used to
determine the fair value of debt securities. ThecHjr identification method is used to determirméng and losses.

Equity securities bought and held primarily foresal the near term are classified as trading aadeported at fair value. Quoted market
values are used to determine the fair value ofrigagecurities. The Company'’s trading securitiesparblicly traded and are related to an
executive compensation plan. Net realized and lineshgains and losses on trading securities aegrézed in investment income on the
consolidated statements of operations. The sped#iatification method is used to determine realigains and losses. To the extent these
securities appreciate over their original costoaesponding offset would be recorded in generdladministrative expense in connection with
the executive compensation plan.

Held-to-maturity and available-for-sale investmeants evaluated for other than temporary impairno@ran ongoing basis in accordance
with Statement of Financial Accounting Standard®®HAS”) No. 115, “Accounting for Certain InvestmemDebt and Equity Securities”.
Available-for-sale securities are available to nteetCompany’s current operational needs and atgglydare classified as short-term.

Settlement due from/due to membeffhe Company operates systems for clearing anlihggpiayment transactions among MasterCard
International members. Net settlements are genestaared daily among members through settlemesit aacounts by wire transfer or other
bank clearing means. However, some transactionsnoiagettle until subsequent business days, ragutiamounts due from and due to
MasterCard International members.

Restricted security deposits held for MasterCareérdmational members— MasterCard requires and holds cash deposits Gentain
members of MasterCard International in order tont@n collateral for settlement of their transagtioThese assets are fully offset by
corresponding liabilities included on the consdidbbalance sheets. However, the majority of caiddtfor settlement is typically in the form
of letters of credit and bank guarantees.
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Property, plant and equipmenrtProperty, plant and equipment are stated at egstdccumulated depreciation and amortization.
Depreciation of equipment and furniture and fixtuiecomputed using the straight-line method okverrélated estimated useful lives of the
assets, generally ranging from two to five yeansioftization of leasehold improvements is generatignputed using the straight-line method
over the lesser of the estimated useful lives efithprovements or the terms of the related led3agital leases are amortized using the straight
line method over the lives of the leases. Deprigiain buildings is calculated using the straighéIlmethod over an estimated useful life of 30
years. Amortization of leasehold improvements amgital leases is included in depreciation expe

The Company evaluates the recoverability of algimed assets whenever events or changes in cgtames indicate that their carrying
amount may not be recoverable. If the carrying @afithe asset cannot be recovered from estimatadefcash flows, undiscounted and
without interest, the fair value of the asset iswated using the present value of estimateduteté cash flows. If the carrying amount of the
asset exceeds its fair value, a loss is recorded.

Leases—The Company accounts for operating and capitaegan accordance with SFAS No. 13, “Accountinglfeases”.

Goodwill—Goodwill represents the excess of cost over regtasicquired in connection with the acquisitiosetain businesses. The
Company tests its goodwill for impairment at lemshually. In 2004, the company recorded an impaitrabarge; see Note 9 herein.

Intangible assets—Intangible assets consist of capitalized softveass, trademarks, tradenames and other intarggilets, which have
finite lives, and customer relationships, which éawefinite lives. Intangible assets with finitgetul lives are amortized over their estimated
useful lives under the straight-line method. MaSted capitalizes average internal costs incurregdgroll and payroll related expenses by
department for the employees who directly devatetio the design, development and testing phaseaobf capitalized software project.

The Company reviews intangible assets with firiited for impairment when events or changes in arstances indicate that their
carrying amount may not be recoverable. During 2@005 and 2004, the Company recorded impairmearigels for finite lived intangible
assets; see Note 10 herein. Intangible assetanddfinite lives, customer relationships, are tégte impairment at least annually. No
impairment charges were recorded in 2006, 2009042

Litigation accrual—The Company is party to certain legal and regwapooceedings with respect to a variety of mattesscept as
described in Notes 18 and 20 herein, MasterCard dotbelieve that any legal or regulatory procegslito which it is a party would have a
material adverse impact on its business or prosp&be Company evaluates the likelihood of an umfavlie outcome of the legal or regulatory
proceedings to which it is a party in accordanai \8iFAS No. 5, “Accounting for Contingencies” (“SEANo. 5”). These judgments are
subjective based on the status of the legal olaégy proceedings, the merits of its defensesamdultation with in-house and external legal
counsel. The actual outcomes of these proceediagsnmaterially differ from the Company’s judgments.

Settlement and travelers cheque AsiMasterCard has global risk management policiespradedures, which include risk standards to
provide a framework for managing the Company’deseitnt exposure. Settlement risk is the legal exygodue to the difference in timing
between the payment transaction date and subsesgitietnent. MasterCard International’s rules galheguarantee the payment of
MasterCard

78



Table of Contents

MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands, except per share data)

transactions and certain Cirrus and Maestro trdiosecbetween principal members. In the eventMedterCard International effects a
payment on behalf of a failed member, MasterCaterhational may seek an assignment of the underhgneivables. Subject to approval by
the Board of Directors, members may be chargethisamount of any settlement losses incurred duhiagrdinary activities of the Compa
MasterCard has also guaranteed the payment of MNeest-branded travelers cheques in the event oéisdefault. The term and amount of
these guarantees are unlimited.

Derivative financial instruments-The Company accounts for derivative financialrmstents in accordance with SFAS No. 133,
“Accounting for Derivative Instruments and Hedgigtivities” (“SFAS 133"). SFAS 133, as amended amgrpreted, establishes accounting
and reporting standards for derivative instrumentduding certain derivative instruments embeditledther contracts, and for hedging
activities. SFAS 133 requires that all derivativehgther designated in hedging relationships orlm®tecorded on the balance sheet at fair
value in other assets and other liabilities, relgaslof the purpose or intent for holding them.

Changes in the fair value of a derivative thatighly effective and that is designated and quadifis a foreign-currency cash flow hedge
are recorded in other comprehensive income (lasi#)@arnings are affected by the variability obdlows of the hedged transaction (e.g.,
until periodic settlements of a variable-rate assdiability are recorded in earnings). Any hedgeffectiveness (which represents the amount
by which the changes in the fair value of the damrixe exceeds the variability in the cash flowshef forecasted transaction) is recorded in
current-period earnings. Changes in the fair vafugerivative instruments which are foreign curnefair value hedges or which do not qualify
or are not designated for hedge accounting undASSE33 are reported in current-period earnings.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawét$ risk management
objective and strategy for undertaking various leetlgnsactions for all derivatives that qualify fedge accounting under SFAS 133. This
process includes linking all derivatives that aesignated as foreign-currency cash flow hedgesrrasted transactions. The Company also
formally assesses (both at the heddateption and on an ongoing basis) whether thigatves that are used in hedging transaction Heeer
highly effective in offsetting changes in the faaue or cash flows of hedged items and whethesglirivatives may be expected to remain
highly effective in future periods. If and whenstdetermined that a derivative is no longer exgetd be highly effective, hedge accounting is
discontinued.

Income taxes—The Company provides for income taxes under thgigions of SFAS No. 109 “Accounting for Income &aX (“SFAS
1097). SFAS 109 requires an asset and liabilityeldeepproach in accounting for income taxes.

Deferred income tax assets and liabilities arendmmbto reflect the tax consequences on futuresyefalemporary differences between
financial statement carrying amounts and incométeses of assets and liabilities. Valuation allowesrare provided against assets which are
not likely to be realized.

Revenue recognitioar-The Company’s revenue is comprised principallppérations fees and assessments. Revenues aratgdrfesm
the fees charged to customers for providing traimaprocessing and other payment services, amd &ssessments calculated on the dollar
volume of activity on cards carrying our brandsv&wies are generally based upon transactionahiafiton accumulated by our systems or
reported by our customers. Certain revenues airaastd based upon aggregate transaction informatidrhistorical and projected customer
performance. Revenues are recognized when persuagidence of an arrangement exists, delivery basreed or services have been
rendered, the price is fixed or determinable, asifkctibility is reasonably assured.
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Operations fees represent fees for authorizatieaying, settlement and other products and serti@dacilitate transaction and
information management among the Company’s custeomera global basis. These fees are recognizezl/asue in the same period as the
related transactions occur or services are rend@ter revenues included within operations feekige currency conversion and cross border
revenues, acceptance development fees, warninetinsll connectivity revenues, consulting and resefees, cardholder services, fees for
compliance programs, holograms, user pay for a&tyadf transaction enhancement services, and msanal publications.

Assessments are based principally upon daily, nipothquarterly gross dollar volumes (“GDV”) ancethates vary depending on the
nature of the transactions that generate GDV. Assests are recorded as revenue in the period teeyaaned, which is when the related G
is generated on the cards. Assessments are basedmagement’s estimate of the customers’ performana given period, and actual results
may differ from these estimates.

MasterCard has business agreements with certaioroass that provide for fee rebates when the custemeet certain hurdles. Such
rebates are calculated on a monthly basis baset egionated performance and the contracted discates for the services provided.
MasterCard also enters into agreements with cectzstomers to provide volume-based and performaapport incentives. MasterCard may
incur costs directly related to the acquisitiortraf contract, which are deferred and amortized theetife of the contract. Rebates and
incentives are recorded as a reduction of revemtigei same period as the revenue is earned orpeniee has occurred, in accordance with
Emerging Issues Task Force (“EITF”) Issue No. 01A@counting for Consideration Given by a Vendort@€ustomer (Including a Reseller of
the Vendor’s Products)” (“EITF 01-9”). Rebates amckntives are calculated on a monthly basis baped estimated performance and the
terms of the related business agreements, actudtsenay differ from these estimates.

In addition, certain rebate and incentive agreempravide for free or discounted services, whiagracorded in accordance with EITF
Issue No. 00-21, “Revenue Arrangements with Mudtipeliverables”The discount from the fair value of the serviceeisorded as a reducti
of revenue related to other elements of the cohtrsiag the residual method.

Pension and other postretirement plarsCompensation cost of an employee’s pension beisaktcognized on the projected unit credit
method over the employee’s approximate serviceogefihe unit credit cost method is utilized for diimy purposes.
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In September 2006, the Financial Accounting Stadsl&oard (“FASB”) issued Statement of Financial duating Standards No. 158,
“Employers’ Accounting for Defined Benefit Plansda@ther Postretirement Plans” (“FAS 158”). FAS 188uires the employer to recognize
the overfunded or underfunded status of a singlpleyer defined benefit plan or postretirement @aran asset or liability in its balance sheet
and to recognize changes in the funded statusigehr in which the changes occur through compsherincome. An employer is also
required to measure the funded status of a plarfi the date of its year-end balance sheet. FASid Bfective for fiscal years ending after
December 15, 2006. Based on MasterCard’s overfustids of its defined benefit pension plan andindéd status of its supplemental
executive retirement plan and postretirement glasadoption of FAS 158 had the incremental impacthe following line items in the
Company’s December 31, 2006 balance sheet:

Before Application After Application
of FAS 158 Adjustment of FAS 158

Prepaid expenses, lc-term $ 249,64! $(13,99) $  235,65:
Deferred tax asset, lo-term 210,28« 6,49¢ 216,78:
Total asset 5,089,96. (7,499 5,082,47!
Accrued expense 929,28! 7,14: 936,42
Other liabilities 249,62¢ (3,239 246,39!
Stockholder’ equity 2,375,76. (11,409 2,364,35!
Total liabilities and stockholde’ equity 5,089,96. (7,497) 5,082,47!

Share based paymentsin December 2004, the FASB issued SFAS 123 (rdv2894) (“SFAS 123R”), “Share-Based Payment.” SFAS
123R provides guidance on accounting for transastin which an entity obtains employee servicesxichange for share-based payments.
SFAS 123R requires the fair value of all share-8gme/ments to employees to be recognized in tlafiial statements. In May 2006, the
Company adopted SFAS 123R upon the granting otyquiards.

Advertising expense-Cost of media advertising is expensed when theriding takes place. Production costs are expeasedsts are
incurred. Promotional items are expensed at the thra promotional event occurs.

Foreign currency translatior—The U.S. dollar is the functional currency for thajority of the Company’s businesses except for
MasterCard Europe’s operations, for which the fiomal currency is the euro and MasterCard’s openatin Brazil for which the functional
currency is the real. Where the U.S. dollar is abered the functional currency, monetary assetdiabdities are re-measured to U.S. dollars
using current exchange rates in effect at the lsalaheet date; non-monetary assets and liabiiteese-measured at historical exchange rates;
and revenue and expense accounts are re-meas@aeegihted average exchange rate for the periesulRng exchange gains and losses are
included in net income (loss). Where local curreische functional currency, translation from thedl currency to U.S. dollars is performed
for balance sheet accounts using current exchartge in effect at the balance sheet date and ¥entee and expense accounts using a wei
average exchange rate for the period. Resultimglation adjustments are reported as a componathef comprehensive income (loss).

Net income per share-In accordance with SFAS No. 128, “Earnings perr8haMasterCard calculates basic net income pemgom
share by dividing net income by the weighted averagmber of common shares outstanding. MasterCdedlates diluted net income per
share consistent with that of basic net incomeshare but gives effect to all potential common ebdr.e., options and unvested restricted ¢
units) that were outstanding during the periodeasithe effect is antidilutive.
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Note 2. Stockholders’ Equity

Prior to the IPO, the Company'’s capital stock wagapely held by certain of its customers that jri@cipal members of MasterCard
International. All stockholders held shares of Glasredeemable common stock.

In April 2006, MasterCard cancelled approximatedyshares o€lass A redeemable common stock primarily duedoldtolders who he
disclaimed ownership of these shares.

Initial Public Offering

Immediately prior to the closing of the IPO, Ma&tard Incorporated filed an amended and restateiicate of incorporation (the

“certificate of incorporation”). The certificate ofcorporation authorized 4,501,000 shares, cangisif the following new classes of capital
stock:

Authorized
Shares
Class Par Value (in millions) Dividend and Voting Rights

A $.0001 per shar 3,00C e« One vote per shal

e Dividend rights
B $.0001 per share 1,20C « Non-voting

« Dividend rights
M $.0001 per share 1 -« Generally non-voting, but can elect up tee#) but not more than one-quarter, of the

members of the Company’s Board of Directors and@ppspecified significant
corporate actions (e.g., the sale of all of thetssf the Company)
¢ No dividend rights
Preferrec  $.0001 per shar 30C ¢ No shares issued or outstanding. Dividend and gatghts are to be determined by
Board of Directors of the Company upon issua

The certificate of incorporation also provided fioe immediate reclassification of all of the Compar®9,978 outstanding shares of
existing Class A redeemable common stock, causinp ef its existing stockholders to receive 1.3&rsh of the Company’s newly issued
Class B common stock for each share of common statkhey held prior to the reclassification adlae a single share of Class M common
stock. The Company paid stockholders an aggred&i27in lieu of issuing fractional shares thatutesd from the reclassification. This
resulted in the issuance of 134,969 shares of Gassnmon stock and 2 shares of Class M commoikstoc

On May 31, 2006, the Company closed its IPO. The@amy issued 66,135 newly authorized shares os@lasommon stock in the IP
including 4,614 shares sold to the underwriterspant to an option to purchase additional shatespéce of $39 per share. The Company
received net proceeds from the IPO of approximak2i¢49,910.

The MasterCard Foundation

In connection and simultaneous with the IPO, thenany issued as a donation 13,497 newly authogheades of Class A common stc
to The MasterCard Foundation (the “Foundation”)e Houndation is a private charitable foundatiomiporated in Canada that is controlled
by directors who are independent of the Company
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and its principal members. In connection with theation, the Company recorded an expense of $394n7A8e second quarter of 2006, which
was determined based on the IPO price per shaealenarketability discount of 25%. Under the teafnthe donation, the Foundation can ¢
resell the donated shares beginning on the foumtivarsary of the IPO to the extent necessary tetearitable disbursement requirements
dictated by Canadian tax law. Under Canadian taxtlhe Foundation is generally required to disbatsleast 3.5% of its assets not used in
administration each year for qualified charitahilsbdrsements. However, the Foundation obtained igsiom from the Canadian tax authorities
to defer the giving requirements for up to ten ged@he Foundation, at its discretion, may decidméet its disbursement obligations on an
annual basis or to settle previously accumulatdigations during any given year. The Foundatior b permitted to sell all of its remaining
shares beginning twenty years and eleven montbastaft consummation of the IPO. Additionally, dgrthe year ended December 31, 2006,
the Company donated $20,000 in cash to the Fowrdati

Redemption of Shares

On June 30, 2006, in accordance with the certéicdtincorporation, the Company used all but $680,6f the net proceeds from the
IPO, or $1,799,910, to redeem 79,632 shares os@asommon stock from the Class B shareholders;ustsomers and principal members of
MasterCard International. This number of redeentedes equaled the aggregate number of shares &8 Blaommon stock issued to invest
in the IPO and donated to the Foundation. The r@tiemamount paid to Class B shareholders wasataicprimarily between additional paid-
in capital and retained earnings. Since 59% ofdlass B shares were redeemed, 59% of the addifi@ddin capital balance which existed
prior to the IPO and was associated with Classaesh or $575,001, was reduced against additicidtip capital. The remaining $1,224,901
was charged to retained earnings since this ameasin excess of the original additional paid-ipita attributed to the Class B shares.

New Governance Structure
As of December 31, 2006, ownership of the Compaay divided into the following:

Equity Ownership General Voting Powel
Public Investors (Class A shareholde 49% 83%
Principal or Affiliate Members (Class B sharehokj 41% —
Foundation (Class A sharehold 10% 17%

Commencing on the fourth anniversary of the IP@heshare of Class B common stock will be conveatibt the holder’s option, into a
share of Class A common stock on a one-for-onespasbject to rights of first refusal by the othefders of Class B common stock. These
rights of first refusal will be applicable for amlg as outstanding shares of Class B common sépeksent 15% or more of the aggregate
outstanding shares of Class A and Class B comnumk.sAdditionally, if at any time, the number ofsshs of Class B common stock
outstanding is less than 41% of the aggregate nuoflshares of Class A common stock and Class Broomstock outstanding, Class B
stockholders will in certain circumstances be p&edito acquire an aggregate number of sharesasis@ common stock in the open marke
otherwise, with acquired shares thereupon conyeitito an equal number of shares of Class B comstaek so that holders of Class B
common stock will own approximately 41% of the aggate number of shares of Class A common stockCéass B common stock
outstanding at that time. Shares of Class B comsbtack are non-registered securities that may bglitcand sold among eligible holders of
Class B common stock subject to certain limitations
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On November 10, 2006, the Company paid a cashehdaf $.09 per share, or an aggregate of $12@3dDe
Company declared a cash dividend of $.09 per sbawm aggregate of $12,402, on shares of Classmon stock
stock. The dividend was paid on February 9, 200Yotders of record as of January 12, 2007.

Note 3.Earnings Per Share (“EPS”)
The components of basic and diluted earnings pesdre as follows:

cember 14, 2006, the
and Class B common

2006 2005 2004
Numerator:

Net income $ 50,19( $266,71¢ $238,06(
Denominator:

Basic EPS weighte-average shares outstand 135,41: 134,96¢ 134,96¢

Dilutive stock options and restricted stock ui 36€ — —

Diluted EPS weighte-average shares outstand 135,77¢ 134,96¢ 134,96¢
Earnings per Share:

Basic $ 37 $ 1.9¢ $ 1.7¢

Diluted $ 37 $

1.9¢ $ 1.7¢

No stock options or restricted stock units werestartding during the years ended December 31, 2002@04.

Note 4.Supplemental Cash Flows
The following table includes supplemental cash fitisclosures for the years ended December 31:

2006

2005 2004

Cash paid for income tax $186,96:
Cash paid for intere: 17,03¢
Cash paid for settlement of U.S. merchant lawsuit @her legal settlements (Note 18 and 195,84(
Non-cash investing and financing activitit
Shares donated to the MasterCard Foundation (Nc 394,78!
Conversion of cas-based to sto-based compensation (Note : 51,20¢
Dividend declaration (Note : 12,40:

Purchase price adjustment for the acquisition o$teiCard Europ —

84
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Note 5.Investment Securities

Available-forsale investment securities consist of municipaldsceind taxable bond funds. The amortized costsgmeealized gains a
losses and fair value of available-for-sale seimsrifre as follows:

December 31 December 31

2006 2005
Amortized cos $1,291,17! $ 718,07:
Gross unrealized gait 1,162 1,321
Gross unrealized loss (5,757) (5,246
Fair value $1,286,58! $ 714,14

The held-to-maturity investment securities primacbnsist of two municipal bonds, one for $154,803.4% per annum and another for
$36,382 at 5.0% per annum. These bonds relatea@fithe Companyg U.S. facilities, see Note 15 and Note 17 for thalaial information. Thi
carrying value, gross unrecorded gains and fairevaf held-to-maturity securities are as follows:

December 31 December 31

2006 2005
Carrying value $ 193,47 $ 194,40:
Gross unrecorded gai 8,74 12,68’
Fair value $ 202,22: $ 207,09(

At December 31, 2006, there were no significanegtmnent securities in continuous gross unrealiassl positions for greater than twe
months. Due to the high credit quality of the Compa investment securities and the intent and @gttiti hold until maturity, no investment
securities are considered to be other-than-temibprapaired as of December 31, 2006.

In December 2006, the Company invested in shostaur bond funds which generally have a duratioles$ than one year. The cost
fair value of these bond funds are $400,000 an® 339, respectively, at December 31, 2006.

The maturity distribution based on contractual ®ohmunicipal bond investment securities at Decamdi, 2006 is as follows:

Available-for-Sale Held-to-Maturity
Amortized Carrying
Cost Fair Value Value Fair Value
Due within 1 yea $ 16,84 $ 16,79« $ — $ —
Due after 1 year through 5 ye: 432,67¢ 428,58( 157,09! 164,05
Due after 5 years through 10 ye 96,30¢ 96,41¢ 36,38: 38,16°
Due after 10 yeat 345,35( 345,35( — —

$891,17¢ $887,14( $19347 $202,22

Included in the available-for-sale amounts aboeeaarction rate securities of $345,350 and $194a825 December 31, 2006 and 2005,
respectively. These securities are reset to cuimégrest rates typically every 35 days and na fditan every 90 days, but are included in this
table based on their stated maturities. All semgritvith maturities beyond ten years are auctita sacurities.
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Components of net investment income are as folfawsach of the years ended December 31:

2006 2005 2004
Interest incom $100,10¢ $50,40¢ $37,05!
Dividend income 22,861 7,87 6,24(
Investment securities availa-for-sale:
Gross realized gair 187 504 3,16¢
Gross realized losst (1,237 (1,12%) (474
Trading securities
Unrealized gains (losses), r 477 1,40z (712
Realized gains, nt 2,59( 1,80/ 3,42
Total investment income, n $124,99: $60,86 $48,70!

Interest income is generated from cash, cash elgmitsa available-for-sale investment securities iewohicipal bonds held-to-maturity.
Dividend income primarily consists of a distributiof earnings from an investment in an affiliatéiet can fluctuate with the results of this
affiliate. Additionally, in 2006, the Company reeed a dividend of approximately $5,000 from an stugent in another affiliate. This dividend
was the result of a gain on sale of an investmelat by that affiliate.

Note 6.Prepaid Expenses
Prepaid expenses consist of the following at De@srl:

2006 2005
Customer and merchant incentiy $ 293,28¢ $ 229,31¢
Advertising 33,32 69,75¢
Pensior 8,36: 35,28(
Other 31,53( 33,981
Total prepaid expens: 366,50: 368,34!
Prepaid expenses, curre (130,849 (167,209
Prepaid expenses, lc-term $ 235,65 $ 201,13:

Prepaid customer and merchant incentives repr@sgmients made to customers and merchants undeelssigreements.

Note 7.Other Assets
Other assets consist of the following at Decemter 3

2006 2005
Customer and merchant business agreen $ 76,35: $ 119,65!
Deferred taxe 65,24 90,94
Investment in Affiliates 26,82¢ 25,42t
Cash surrender value of keyman life insura 25,86( 22,67:
Other 13,27¢ 13,54(
Total other asse! 207,55¢ 272,23¢
Other assets, curre (89,349 121,32¢)
Other assets, lor-term $118,21: $ 150,90¢

86



Table of Contents

MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
(In thousands, except per share data)

Certain customer and merchant business agreemenislg a bonus for agreeing to enter into the ages#. As of December 31, 2006
and 2005, other assets include payments to be foatieese bonuses and the related liability isuidel in accrued expenses. The bonus is
amortized over the life of the agreement. Oncepthgnent is made, the liability is relieved and dtteer asset is reclassified as a prepaid
expense.

Note 8.Property, Plant and Equipment
Property, plant and equipment consist of the follmnat December 31:

2006 2005
Equipment $ 198,79: $ 359,14(
Building and lanc 195,20° 180,94
Furniture and fixture 41,19 36,76¢
Leasehold improvemen 38,25¢ 27,08:
473,45 603,93:

Less accumulated depreciation and amortize (220,720 (373,319
$ 252,73: $ 230,61

As of December 31, 2006 and 2005, capital leas&44{000 and $26,143, respectively, are includezhinipment. Accumulated
amortization of capital leases was $25,892 andd5B3as of December 31, 2006 and 2005, respectively.

Depreciation expense for the above property, @adtequipment was $43,445, $46,304 and $51,2Ahéoyears ended December 31,
2006, 2005 and 2004, respectively.

During 2006, MasterCard performed a detailed rewvaéits fixed assets to determine whether fully @ejated assets recorded on the
Company’s balance sheet at zero value were stilgogtilized by the Company. As a result of thigiesv, it was determined that fully
depreciated property, plant and equipment withrégiral cost of $199,513 were no longer in uset®y €ompanyAccordingly, gross propert
plant and equipment and the related accumulate:dieion were reduced by this amount.

Note 9.Goodwill
The changes in the carrying amount of goodwilltfer years ended December 31, 2006 and 2005 aodi@ss:

Balance as of December 31, 2( $217,65¢
Purchase price adjustment for the acquisition o$tei@Card Europ 6,251
Sale of investment in affiliat (500)
Change in estimate of exit costs relating to thedration (327)
Foreign currency translatic (26,37))
Balance as of December 31, 2( 196,70:
Foreign currency translatic 20,31:
Balance as of December 31, 2( $217,01:
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On June 28, 2002, MasterCard acquired, directlyiagidectly, 100% of the shares of Europay Inteioral S.A. (“EPI”), not previously
owned by MasterCard International by issuing 23 3lééres to the shareholders of EPI and MasterQamapBy U.K. Limited (“MEPUK?").
However, of the 23,760 shares issued, only 17,64@ wesued unconditionally and 6,150 were issueditionally. EPI, now MasterCard
Europe, is the Company'’s principal operating subsydn Europe. In calculating the purchase prit&Bl initially, the Company considered
only the unconditional shares issued since theOgcbhditional shares would potentially increase@grease at the end of a thgear transitiol
period. At the end of the transition period in 20080 conditional shares were issued to the fofdrand MEPUK stockholders. These
conditional shares constituted a part of the pwsetmice and the Company recorded an increaseoidvgth and additional paid-in capital of
$6,251. The balance in goodwill relating to thewasijion of EPI was $195,971 and $175,659 as ofebdwer 31, 2006 and 2005, respectively.
All foreign currency translation changes in goodwélate to the EPI goodwiill.

In February 2004, the Company acquired a researgtadvisory firm focused exclusively on the glofiahncial services industry. In
May 2004, the Company acquired a consulting fir@cidizing in the optimization of customer relasbips. For one of the acquisitions noted
above, the Company identified certain indicatorpatential impairment, including lower than antaied revenues during 2004 and loss of key
customers negatively impacting future revenue gnovtcordingly, the Company recorded impairmenséssof $6,560 (goodwill of $5,454
and other intangible assets of $1,106) in 2004¢ckvhre reflected within general and administragixpenses on the consolidated statements of
operations herein.

Note 10.Other Intangible Assets
The following table sets forth net intangible assether than goodwill:

December 31, 2006 December 31, 2005
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
Amortized intangible asset
Capitalized softwar $ 358,337 $ (283,75) $ 74,58: $ 345,29 $ (251,10) $ 94,18
Trademarks and tradenarn 23,59: (19,860 3,73: 22,09¢ (17,069 5,03¢
Other 6,302 (5,495) 80¢ 7,05¢ (4,745 2,31(
Total 388,23 (309,110 79,12¢ 374,44 (272,91 101,53(
Unamortized intangible asse
Customer relationshif 192,24¢ — 192,24¢ 172,32 — 172,32:
Total $ 580,48 $ (309,110 $ 271,37. $ 546,767 $ (272,91) $ 273,85

Additions to capitalized software primarily reldteinternal projects associated with system enhraeoés or infrastructure improvements
adjusted for the translation of capitalized sofevdenominated in foreign currency.

Amortizable trademarks and tradenames and unarabktizustomer relationships include assets whieldanominated in foreign
currency. As such, a component of the net changfeelse intangible assets is attributable to foreigmency translation. In particular, customer
relationships increased $19,925 and trademarksased $1,495 in 2006 for the portion of these ssssumed in the acquisition of Europay
International S.A. on June 28, 2002.
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Amortization and impairment expense on the assmiseaamounted to the following:

For the Years Ended December 31,

2006 2005 2004
Amortization $56,331 $63,63: $72,04(
Impairment $ 614 $ 1,97¢ $ 1,97:

During the years 2006, 2005 and 2004, impairmeatggs of $614, $1,786 and $867, respectively, wemerded primarily in connection
with decisions to discontinue the use of varioeht®logies included in capitalized software. Thenpany performed an impairment analysis
on the related technology and concluded that fainerwas estimated as zero due to discontinuedefutse of the underlying technology.
Additionally, during the year 2005 an impairmenarde of $192 was recorded in connection with custdists and during the year 2004 an
impairment charge of $1,106 was recorded in commeetith an acquisition. Impairment charges arerded in general and administrative
expense on the consolidated statements of opesation

During 2006, MasterCard performed a detailed revaéits intangible assets to determine whetheyfathortized intangible assets
recorded on the Company’s balance sheet at zeue vedre still being utilized by the Company. A®ault of this review, it was determined
that fully amortized intangible assets with an oréd cost of $30,787 were no longer in use by tben@any. Accordingly, gross intangible
assets and the related accumulated amortizatioa reduced by this amount.

The following table sets forth the estimated futangortization expense on amortizable intangibletas®r the years ending
December 31:

2007 $44,68(
2008 23,71:
2009 9,03¢
2010 50z
2011 and thereafte 1,19¢

Note 11.Accrued Expenses
Accrued expenses consist of the following at Decam3i.:

2006 2005
Customer and merchant incenti $386,58: $303,89¢
Personnel cos! 248,26: 243,85!¢
Advertising 141,86 162,66
Taxes 83,50¢ 58,61(
Other 76,21( 81,62¢

$936,42° $850,65°

Note 12.Pension, Savings Plan and Other Benefits

The Company maintains a noncontributory definecefiepension plan with a cash balance feature éogesubstantially all of its U.S.
employees. This pension plan credits participantaially with an amount equal to a percentage gildé pay based on age and service, as
as providing earnings credits based on each paatitis account balance. Additionally, the Compaayg &n unfunded nonqualified
supplemental executive retirement plan that pravitkrtain key employees with supplemental retirgrbenefits in excess of limits imposed
qualified plans by U.S. tax laws. The plans inclbo¢h the qualified and the nonqualified pensicampl
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The following table sets forth the pension plansided status, key assumptions and amounts recajgnitzee Company’s Consolidated
Balance Sheets at December 31, 2006 and 2005. dimp&hy uses a December 31 measurement date fanisson plans.

2006 2005
Change in benefit obligation
Benefit obligation at beginning of ye $ 187,41. $ 171,47:
Service cos 18,59¢ 18,31¢
Interest cos 10,86¢ 10,33t
Actuarial gain (5,72¢) (3,637%)
Benefits paic (9,789 (9,079
Benefit obligation at end of ye $ 201,37( $ 187,41.
Change in plan asset
Fair value of plan assets at beginning of \ $ 185,98t $ 145,06°
Actual return on plan asse 21,92¢ 8,28:
Employer contribution: — 41,711
Benefits paic (9,789 (9,07%)
Fair value of plan assets at end of y $ 198,13 $ 185,98t
Reconciliation of funded status
Funded statu $ (3,239 $ (1,42¢)
Unrecognized actuarial lo: — 28,45:
Unrecognized prior service crel — (909
Net amount recognize $ (3,237) $ 26,11¢
Amounts recognized on the consolidated balance shee&onsist of:
Prepaid expenses, Ic-term $ 8,36: $ 35,28(
Accrued expense (5,100 —
Other liabilities, lon-term (6,500 (9,167)
$ (3,239 $ 26,11¢
Amounts recognized in accumulated other compreheng income consist of
Net actuarial los $ 14,91¢ $ —
Prior service credi (703 —
$ 1421 $ —
Weighted-average assumptions used to determine end of yeaerefit obligations
Discount rate 5.75% 5.50%
Rate of compensation incree qualified plan/no-qualified plan 5.37%/5.009 5.37%/5.009

The accumulated benefit obligation for the U.Snplwas $169,736 and $157,517 at December 31, 2QDBG05, respectively.
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Information for the Company’s unfunded nonqualifigghsion plan, which has an accumulated benefigatodn in excess of plan assets,
is as follows:

December 31,

2006 2005
Projected benefit obligatic $11,60( $9,29¢
Accumulated benefit obligatic 10,53 8,38t
Fair value of plan asse — —
Net periodic pension cost includes the followingngmnents for the years ended December 31:

2006 2005 2004

Service cos $ 18,59¢ $ 18,31¢ $ 16,15(
Interest cos 10,86¢ 10,33t 9,79t
Expected return on plan ass (15,32) (12,769 (10,319
Amortization of prior service crec (20€) (254) (3149
Recognized actuarial lo: 1,19¢ 1,33( 1,272
Net periodic pension co $ 15,14( $ 16,96 $ 16,58¢

The estimated amount that will be amortized fromuaculated other comprehensive income into net garieenefit cost in 2007 is a
$229 prior service credit.

Weighted-average assumptions used to determingenietdic pension cost for the years ended DeceBiber

2006 2005 2004
Discount rate 5.50% 5.75% 6.25%
Expected return on plan ass 8.50% 8.50% 8.50%
Rate of compensation incree qualified plan/non qualifie:

plan 5.37%/5.009 5.37% /5.009 5.37%/5.009

The expected return on plan assets is based ordonghistorical returns in equity and fixed incomarkets. Based on estimated returns
of 10 percent on equity investments and 6 perceiiitxed income investments and the portfolio’s &degl asset allocation range, the weighted
average expected return of the qualified pensian pksets is 8.5 percent.

The Company’s qualified pension plan’s asset atlonaat December 31, 2006 and 2005 by asset categeras follows:

Target Plan Assets At
Asset __December 31,
Asset Class Allocation 2006 2005
U.S. equity securitie
Large/medium ca 35-45% 3% 40%
Small cag 1C-20 15 15
Non-U.S. equity 1C-20 16 15
Fixed income 25-40 29 29
Other — 1 1
Total 10C%  10C%
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Plan assets are managed with a long-term perspeotiensure that there is an adequate level ofsassssupport benefit payments to
participants over the life of the qualified plarheTCompany periodically conducts asset-liabilitydgs to establish the preferred target asset
allocation. Plan assets are managed within the aliseation ranges above, toward targets of 40¢elaap U.S. equity, 15% small cap U.S.
equity, 15% non-U.S. equity and 30% fixed incomihweriodic rebalancing to maintain plan assetbiwithe target asset allocation ranges.
Plan assets are managed by external investmengendnvestment manager performance is measusdsagpenchmarks for each asset ¢
and peer group on quarterly, one-, three- andyaes-periods. An independent consultant assistagenent with investment manager
selections and performance evaluations. The “Otbatégory includes cash that is available to pgeeted benefit payments and expenses.

At December 31, 2006 and 2005, the funded stattiseoqualified plan exceeded minimum funding regients and the Company was
not required to make contributions. In 2006, thenPany elected not to make voluntary contributiangg qualified pension plan and in 200
made voluntary contributions of $40,000. In 200i& Company does not expect to make significantntaly contributions to its qualified
pension plan. The Company does not make any catitits, other than funding benefit payments, tmdsqualified plan.

The following table summarizes expected benefitpants through 2016 including those payments exgedotbe paid from the
company'’s general assets. Since the majority ob#reefit payments are made in the form of lump-slistributions, actual benefit payments
may differ from expected benefits payments.

2007 $10,96(
2008 10,25:
2009 7,35(
2010 13,35
2011 8,90:¢
2012- 2016 53,05:

The majority of the Company’s U.S. employees aigitdé to participate in a savings and profit shgrplan sponsored by the Company.
The plan allows employees to contribute a portibtheir base compensation on a pre-tax and aftebaais in accordance with specified
guidelines. The Company matches a percentage @ntipdoyee contributions up to certain limits. Thengpany may also contribute a
discretionary profit sharing component linked ®performance each year. In addition, the Compasyskveral defined contribution plans
outside of the United States. The Company’s coutidin expense related to all of its savings plaas #43,594, $39,145 and $35,517 for 2006,
2005 and 2004, respectively.

The Company has a Value Appreciation Program (“VJARhich is a frozen incentive compensation plaatdshed in 1995. Annual
awards were granted to VAP participants from 1986ugh 1998, which entitled participants to the aygtreciation on a portfolio of securities
of MasterCard members. In 1999, the VAP was repldgean Executive Incentive Plan (“EIP”) and theniBe Executive Incentive Plan
(“SEIP™) (together the “EIP Plans”) (See Note 1&lthough contributions to the VAP have been distorgd, assets remain and participants
are entitled to the net appreciation on the pddfof securities in accordance with plan provisiofise Company’s liability related to the VAP
at December 31, 2006 and 2005 was $6,033 and $83p2ctively, and the expense was $3,406, $3,08%3,145 for the years ended
December 31, 2006, 2005 and 2004, respectively.
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Note 13.Postemployment and Postretirement Benefits
The Company maintains a postretirement plan progitliealth coverage and life insurance benefitsditistantially all of its U.S.
employees and retirees.

The following table presents the status of the Camyfs postretirement benefit plan recognized inGloenpany’s Consolidated Balance
Sheets at December 31, 2006 and 2005. The CompasyauDecember 31 measurement date for its posinetnt plan.

2006 2005
Change in benefit obligation

Benefit obligation at beginning of ye $ 63,51¢ $ 57,29¢
Service cos 3,16¢ 3,18¢
Interest cos 3,622 3,431
Actuarial gain (9,025) 44¢
Plan participan’ contribution 85 51
Gross benefits pai (1,080 (897)
Less federal subsidy on benefits p 60 —
Benefit obligation at end of ye $ 60,34¢ $ 63,51¢
Change in plan asset

Employer contribution: 93t 84¢
Plan participan’ contribution 85 51
Benefits paic (1,020) (897)
Fair value of plan assets at end of y $ — $ —
Reconciliation of funded status

Funded statu $(60,34¢) $(63,51%)
Unrecognized transition obligatic — 4,057
Unrecognized prior service cc — 567
Unrecognized actuarial lo: — 8,94
Accrued benefit cos $(60,34¢) $(49,95()
Amounts recognized on the consolidated balance shsg

Accrued expense $ (2,042) $ —
Other liabilities, lon-term (58,309 (49,95()

$(60,34¢) $(49,95()

Amounts recognized in accumulated other compreheng income consist of

Net actuarial gail $ (299 $ —
Prior service cos 49¢ —
Transition obligatior 3,47¢ —

$ 3,68¢ $ —
Weighted-average assumptions used to determine end of yeaerefit obligations
Discount rate 5.75% 5.5(%
Rate of compensation incree 5.31% 5.37%
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The assumed health care cost trend rates at Dec&hbeere as follows:

2006 2005
Health care cost trend rate assumed for next 9.0(%  10.0(%
Rate to which the cost trend rate is expected t¢tirde(the ultimate trend rat 5.5(% 5.5(%
Year that the rate reaches the ultimate trend 2011 2011

Net periodic postretirement benefit cost for thargeended December 31 was:

2006 2005 2004

Service cos $3,16¢ $3,18¢ $3,09¢

Interest cos 3,622 3,431 2,96

Amortization of prior service co: 68 68 68

Amortization of transition obligatio 58C 58C 58C

Recognized actuarial lo: 212 25€ —

Net periodic postretirement benefit ¢ $7,64¢ $7,527 $6,71(

The weighted-average assumptions used to detemeingeriodic postretirement benefit cost for yearded December 31 were:

2006 2005 2004
Discount rate 5.5(% 5.7t% 6.25%
Rate of compensation incree 5.3 5.31% 5.37%

The assumed health care cost trend rates haveificsigt effect on the amounts reported for thelthezare plans. A onpercentage poit

change in assumed health care cost trend ratesiwauk the following effects:

1% increase 1% decreast
Effect on postretirement obligatic $ 7,730 $ (6,395
Effect on total service and interest cost compas 80C (661)

The Company does not make any contributions tpdstretirement plan other than funding benefitaeyts. The following
summarizes expected net benefit payments from ¢timep@ny’s general assets through 2016.

table

Expectec Net

Benefit Subsidy Benefit
Year Payments Receipts Payments
2007 $ 2,11/ $ 72 $ 2,047
2008 2,47¢ 94 2,38(
2009 2,91t 11€ 2,79¢
2010 3,37z 13¢ 3,23:
2011 3,762 17¢ 3,581
2012-2016 24,33 1,49¢ 22,83

The Company provides limited postemployment beséfiteligible former employees, primarily severaridee Company accounts for

severance expense in accordance with SFAS No."Ef#loyers’ Accounting for
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Postemployment Benefits” by accruing the expected of the severance benefits expected to be pedvial former employees after
employment over their relevant service periods. Thenpany updates the assumptions in determiningeterance accrual by evaluating the
actual plan operations and long-term trends unaeylthe assumptions. As a result of updating tisemptions, the Company recorded
severance expense of $8,400, $20,500 and $40@atésyy, during the years 2006, 2005 and 2004. Cbeapany has an accrued liability
related to severance in the amount of $47,855 4a¢P96 at December 31, 2006 and 2005, respectively.

Note 14.Debt

On April 28, 2006, the Company entered into a cottani3-year unsecured $2,500,000 revolving creditify (the “Credit Facility”)
with certain financial institutions. The Credit Hag, which expires on April 28, 2009, replacedt@ompany’s prior $2,250,000 credit facility
which was to expire on June 16, 2006. Borrowingdeurthe facility are available to provide liquiditythe event of one or more settlement
failures by MasterCard International customers anbject to a limit of $500,000, for general coggerpurposes. MasterCard has agreed t
a facility fee of 8 basis points on the total conmant, or $2,000 annually. Interest on borrowingder the Credit Facility would be charged at
the London Interbank Offered Rate (LIBOR) plus aplecable margin of 37 basis points or an altexeabiase rate, and a utilization fee of 10
basis points would be charged if outstanding boimge/under the facility exceed 50% of commitmeiitse facility fee and borrowing cost are
contingent upon the Company’s credit rating. Thenfany also agreed to pay upfront fees of $1,250aandainistrative fees of $325 for the
Credit Facility, which are being amortized straitjhe over three years. Facility and other feesaissed with the Credit Facility or prior
facilities totaled $2,717, $2,611 and $2,234 farheaf the years ended December 31, 2006, 2005 @b, Pespectively. MasterCard was in
compliance with the covenants of the Credit Facais of December 31, 2006. There were no borrowingier the Credit Facility at
December 31, 2006 or the previous facility at Delsen81, 2005. The majority of Credit Facility lemslare customers or affiliates of
customers of MasterCard International.

In June 1998, MasterCard International issued tar-ynsecured, subordinated notes (the “Notes'ihgayfixed interest rate of
6.67% per annum. The terms of the Notes requiredi@ard to repay the principal amount on June 8082The Company has the option to
prepay the principal amount of the Notes at an tprior to the repayment date, however an additionake-whole” amount must also be
calculated and paid to investors at that time. “Thake-whole” amount represents the discounted vafuke remaining principal and interest.
The interest on the Notes was $5,336 for eacheof#ars ended December 31, 2006, 2005 and 200khhd2004, MasterCard Incorporated
amended certain covenant compliance obligations.arhendment aligns MasterCard’s financial repordéind net worth covenant obligations
with similar obligations under its other debt imsirents. MasterCard entered into the amendmentterlyeflect MasterCard’s corporate
structure and to reduce the costs and administrativden of complying with different debt covenaiiise Company was in compliance with
the covenants of the Notes as of December 31, @08&005. The principal amount of the Notes outitanat December 31, 2006 and 2005
was $80,000. The fair value of the Notes was eséichat $80,986 and $82,780 at December 31, 200@@0f, respectively.

During 2004, MasterCard Europe and European PayBysiem Services sprl, a subsidiary of MasterQawdljced their multi-purpose
uncommitted credit facility with a bank from 35,080ros to a 1,000 euro overdraft facility for Ma€tard Europe and European Payment
System Services sprl and a 1,000 euro guarantdigyfémr MasterCard Europe. There were no matdm@arowings under these facilities at
December 31, 2006 and 2005, however, at Decemh&086 and 2005, the facility supported bank-isaygatantees for a total of 849 euros
and 810 euros, respectively, which reduced the atmaffunds available under the facility. For thésak guarantees, a guarantee fee is paid a
a rate of 1.5% per annum.
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MasterCard Europe has one additional uncommitteditagreement totaling 100,000 euros. There watg8leuros outstanding under
this agreement at December 31, 2006 and there4y@56 euros outstanding under this agreement atrbleer 31, 2005.

Note 15.Consolidation of Variable Interest Entity

On August 31, 1999, MasterCard International ent@ér a ten-year synthetic lease agreement fdolzagitechnology and operations
center located in O’Fallon, Missouri, called Wingha. The lessor under the lease agreement is Mestdinternational O’Fallon 1999 Trust
(the “Trust”). The Trust, which is a variable ingst entity was established for a single discretpgae, is not an operating entity, has a limited
life and has no employees. The Trust financed fregations center through a combination of a thadypequity investment and the issuance of
7.36 percent Series A Senior Secured Notes (theut8d Notes”) in the amount of $149,380 due Sepéerhp2009.

Annual rent of $11,390 is payable by MasterCardrmtional and is equal to interest payments orsteired Notes and a return to
equity-holders. The future minimum lease paymeras$84,171 and are included in the future commitnsehedule in Note 17. In conjunction
with the lease agreement, MasterCard Internatiexatuted a guarantee of 85.15 percent of the SetNotes outstanding totaling $127,197.
Additionally, upon the occurrence of specific exeot default, MasterCard International guarantegsyment of the total outstanding principal
and interest on the Secured Notes and would takeship of the facility. During 2004, MasterCarddnporated became party to the
guarantee and assumed certain covenant complidgtigations, including financial reporting and manéance of consolidated net worth. The
amendment to the guarantee aligns the Compansdial reporting and net worth covenant obligationder the guarantee with similar
obligations under its other debt instruments. ThenGany entered into the amendment to the guarsmieetter reflect the Company’s
corporate structure and to reduce the costs anéhadrative burden of complying with different detsivenants.

The lease agreement permits MasterCard Internatioqaurchase the facility after August 31, 200po 180 days notice. The purchase
price is equal to the termination value definethim lease and includes amounts due to the hold¢ne Gecured Notes and the investor equity,
along with any accrued and unpaid amounts dueetintrestor under the lease agreement. The amoertbdhe holder of the Secured Notes
would include the aggregate outstanding principabant of the Secured Notes, as well as a “make-@fahount and any accrued and unpaid
interest. The “make-whole” amount represents tBealinted value of the remaining principal and eggrless the outstanding principal
balance.

On January 1, 2003, the Company adopted the pomgsif FIN 46R and consolidated the Trust on the@any’s consolidated balance
sheets, which resulted in recording $154,000 inioipal bonds held by the Trust, $149,380 in longrielebt and $4,620 of minority interest
relating to the equity in the Trust held by a thpatty. The redemption value of the minority intgr@pproximates its carrying value and will be
redeemed by the minority interest holders upomthturity of the Secured Notes. For the years efesémber 31, 2006, 2005 and 2004 the
consolidation had no impact on net income (loss)wever, interest income and interest expense vaie iacreased by $11,390 in each of the
years ended December 31, 2006, 2005 and :

Note 16.Share Based Payment and Other Benefits

Prior to May 2006, the Company had never grantecksbased compensation awards to employees. Ieghation of the Company’s
IPO and to better align Company management witméve ownership and governance structure (see Notee2Company implemented the
MasterCard Incorporated 2006 Long-Term
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Incentive Plan (the “LTIP”). The LTIP is a shareti@i-approved omnibus plan that permits the grartdbus types of equity awards to
employees. In May 2006, the Company granted réstristock units (“RSUs”) and non-qualified stockiops (“options”) under the LTIP.
Upon the granting of the awards under the LTIP Gbenpany adopted SFAS 123R.

Historically, the Company provided cash compensatiocertain employees under the EIP Plans. TheP#Rs are cash-based
performance unit plans, in which participants reegjrants of units with a value contingent on tblei@ement of the Company’s long-term
performance goals. The final value of the unitsarrttie EIP Plans is calculated based on the Con'gpaeyformance over a three-year period.
The performance goals are not, in whole or in gesed upon the Company’s stock price as therenwésmding of the Company’s stock at the
time the goals were set. Upon completion of thedkyear performance period, participants receiwasa payment equal to 80 percent of the
award earned. The remaining 20 percent of the aiggrdid upon completion of two additional yearsefvice. The performance units vest
over three and five year periods.

During 2006, in connection with the IPO, the Compaffered employees who had outstanding awardsntheeEIP Plans the choice of
converting certain of those awards to RSUs. Centier awards under the EIP Plans were mandatwityerted to RSUs. In each case, a 20
percent premium was applied in the conversion. Apipnately three hundred participants converted theisting awards under the EIP Plan
RSUs in conjunction with the Company’s IPO in M&08. The RSUs resulting from this conversion regdithe same vesting schedule as the
original awards.

On May 25, 2006, the Company granted RSUs and gp#s long-term incentive awards. Additionally,idgrthe third quarter of 2006,
the Company granted RSUs. The RSUs will primardgtwon January 31, 2010. The options, which expitegyears from the date of grant, will
vest ratably over four years from date of grantditidnally, the Company made a one-time grant tmah-executive management employees
upon the IPO for a total of approximately 440 R$the “Founders’ Grant”). The Founders’ Grant RSUl west three years from the date of
grant. The Company uses the strailiie-method of attribution for expensing equity agsa Compensation expense is recorded net of dstil
forfeitures. Estimates are adjusted as appropriate.

Upon termination of employment, excluding retiremeti of a participant’s unvested awards are fitefe However, when a participant
terminates employment due to retirement, the ppédit retains all of their awards without providiadditional service to the Company.
Eligible retirement is dependent upon age and yafssrvice, as follows: age 55 with ten yearsavf/ice, age 60 with five years of service and
age 65 with two years of service. Compensation es@és recognized over the shorter of the vestargpgs stated in the EIP Plans and the
LTIP or the date the individual becomes eligibledtre.

There are 5,300 shares of Class A common stockvexséor equity awards under the LTIP. Although LI@P permits the issuance of
shares of Class B common stock, no shares haverbserved for issuance. Shares issued as a réstdtolt option exercises and the
conversion of RSUs are expected to be funded Wwéligsuance of new shares of Class A common stock.
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Stock Options

The fair value of each stock option is estimatedhendate of grant using a Black-Scholes optioaipgi model. The following
assumptions were used in arriving at the fair valustock options granted during the year endecebdxer 31, 2006 (all stock options were
granted during the second quarter of 2006):

Year Ended
December 31, 20C
Risk-free rate of retur| 5.0%
Expected tern 6.25 year:
Expected volatility 32.1%
Expected dividend yiel 1.0%

The risk-free rate of return was based on the Dr&asury yield curve in effect on the date of graie expected term of the option was
based on the vesting terms and the contractuabfifee option. As the Company did not have publtchded stock historically, the expected
volatility was based on the average of the histdr@nd implied volatility of a group of companiést management believes is comparable to
MasterCard. The expected dividends were basedeo@dmpany’s expected annual dividend rate on theafegrant.

The weighted average grant-date fair value peresbfoptions granted in the year ended Decembe2(®16 was $14.64.

Weighted
Average
Remaining
Contractual Aggregate
Weighted- Intrinsic
Options Average Term Value
(in thousands Exercise Price (in years) (in thousands
Outstanding at January 1, 20 — —
Granted 552 $ 39
Exercisec — —
Forfeited/expirec — —
Outstanding at December 31, 2( 552 $ 39 9.4 $ 32,89¢
Exercisable at December 31, 2( — — — —
Options vested at December 31, 2606 29¢€ $ 39 9.4 $ 17,60¢

1 Includes options for participants that are eligitaeetire and thus have fully earned their awards.

There were no options exercised in the years ebaéegmber 31, 2006, 2005 and 2004. As of Decemhe2®16, there was $2,608 of
total unrecognized compensation cost related tewssted options. The cost is expected to be rezedriver a weighted average period of 3.2
years.
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Restricted Stock Units

Weighted
Average
Remaining
Contractual
Aggregate
Units Term Intrinsic Value
(in thousands (in years) (in thousands)
Outstanding at January 1, 20 —
Granted 2,952
Convertec —
Forfeited/expirec (97)
Outstanding at December 31, 2( 2,861 2.C $ 281,78l
RSUs vested at December 31, 2006 1,33¢ 1.5 $ 131,38

1 Includes RSUs for participants that eligible tareeand thus have fully earned their awards.

The fair value of each RSU is the average of thl nd low stock price on the New York Stock Exaenf the Compang’stock on th
date of grant. In the case of RSUs granted upofP@e the fair value was the Company’s $39.00 IFiGep The weighted-average grant-date
fair value of RSUs granted during the year endedeD@er 31, 2006 was $39.02. There were no RSUsegt@nior to this period. The portion
of the RSU award related to the minimum statutoithfolding taxes will be settled in cash upon vegtiThe remaining RSUs will be settlec
shares of the Company’s Class A common stock #ftevesting period. There were no RSUs converttedshares of Class A common stock
during the year ended December 31, 2006. As of bee 31, 2006, there was $40,731 of total unre@eghcompensation cost related to non-
vested RSUs. The cost is expected to be recogoizerda weighted average period of 2.4 years.

For the year ended December 31, 2006, the Compamoyded compensation expense for the equity avedi$l$8,131, of which $4,109
was incremental compensation cost primarily relateadjustments for performance premiums upon tmeersion of awards, partially offset
by assumed forfeitures of equity awards. Additibnalpon conversion of the awards, the Companyassified $51,209 of liabilities related to
awards issued under the EIP Plans to additiondtipacapital for the equity awards. The additiopaid-in capital balance attributed to the
equity awards was $69,340 as of December 31, Z0@6tax benefit related to the employee equity dwaras $20,451 as of December 31,
2006.

In September 2005, MasterCard adjusted its methogicognizing the cost of the EIP Plans to an apgmowvhich requires that the cost be
recognized over the shorter of the vesting pergdted in the EIP Plans or the date the indivienabloyee becomes eligible to retire. In the
event the employee is eligible for retirement o diate the award is made or becomes so within eigims of the award date, the cost is
recognized over six months. Previously the Companggnized the expense for the EIP Plans usingpproach where expense was recogr
over the stated vesting periods and in the eveengployee actually retired, any unrecognized c@s immediately accelerated. The Company
believes this methodology more appropriately reéflelcat once reaching retirement eligibility, anpboyee is not required to provide additional
services beyond six months of service in the paréorce period to vest in the award.

Since the impact to prior quarterly and annualrfoial statements was not material, the Companyrdecoa catch-up adjustment of
$19,063 ($12,146 after-tax) in 2005 to reflect¢hange in methodology. This adjustment is incluideatccrued expenses and general and
administrative expenses. The Company'’s liability
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related to the EIP Plans at December 31, 2006 @08 @as $36,203 and $101,677, respectively, andxhense was $28,024, $67,353 and
$42,627 for the years ending December 31, 2006 200 2004, respectively.

On July 18, 2006, the Company’s stockholders apmidlie MasterCard Incorporated 2006 NeEmployee Director Equity Compensati
Plan (the “Director Plan”). The Director Plan prdes for awards of Deferred Stock Units (“DSUs"gtih director of the Company who is not
a current employee of the Company. There are 18feshof Class A common stock reserved for DSU asvandler the Director Plan. On
July 18, 2006, following the election of eight nemployee directors at an annual stockholders’ mgethe Company granted 21 DSUs under
the Director Plan at a fair value of $43.89. Ont8etber 14, 2006, following the election of an aiddial non-employee director and the
reelection of a current board member as the Chaimfighe Board, the Company granted an additioiaERs under the Director Plan at a fair
value of $61.98. The fair value of the DSUs washam the average of the high and low stock prcéthe New York Stock Exchange on the
date of grant. The weighted average grant-datesédire of DSUs granted during the three and ninathsoended December 31, 2006 was
$45.79 for both periods. The DSUs vested immediatpbn grant and will be settled in shares of thenBany’s Class A common stock on the
fourth anniversary of the date of grant. Accordinghe Company recorded general and administratpense of $1,050 for the DSUs for the
year ended December 31, 2006. The tax benefietlatthe DSUs was $381 as of Decembe2006.

Note 17.Commitments and Contingent Liabilities

The future minimum payments under non-cancelalasds for office buildings and equipment, sponspssHicensing and other
agreements at December 31, 2006 are as follows:

Sponsorship

Capital Operating Licensing &
Total Leases Leases Other

2007 $ 454,52: $ 9,29¢ $32,15: $ 413,07:
2008 219,17¢ 6,22% 25,62 187,33.
2009 135,00! 4,12: 21,10¢ 109,77:
2010 73,35 1,81¢ 5,61¢ 65,91
2011 51,52: 1,81¢ 2,274 47,43¢
Thereaftel 138,04 38,65¢ 9,79: 89,59
Total $1,071,62i $61,94( $96,56¢ $ 913,11

Included in the table above are capital leases withuted interest expense of $13,426 and a neeptesilue of minimum lease payments
of $48,514. In addition, at December 31, 2006, $3@5 of the future minimum payments in the tablevabfor leases, sponsorship, licensing
and other agreements was accrued. Consolidatesl extense for the Company'’s office space was appaiely $31,467, $31,096 and
$32,269 for the years ended December 31, 2006, 2002004, respectively. Consolidated lease expgensaitomobiles, computer equipment
and office equipment was $8,419, $9,441 and $10i@5the years ended December 31, 2006, 2005 a4, 28spectively. In addition, the
table above includes approximately $180,000 redetiina sponsorship agreement which is the subfexiegal dispute. Should the Company
not succeed, it would not be obligated to makeptgnents.

In January 2003, MasterCard purchased a buildin¢pimsas City, Missouri for approximately $23,57BeTbuilding is a co-processing
data center which replaced the back-up data canteake Success, New York.
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During 2003, MasterCard entered into agreements té City of Kansas City for (i) the sale-leasébafthe building and related equipment
which totaled $36,382 and (ii) the purchase of roipail bonds for the same amount which have beessifiled as municipal bonds held-to-
maturity. The agreements enabled MasterCard tasetate and local financial benefits. No gainasslwas recorded in connection with the
agreements. The leaseback has been accounteddaagdtal lease as the agreement contains a hgygeithase option at the end of the ten-
year lease term on April 1, 2013. The building agldted equipment are being depreciated over gstimated economic life in accordar

with the Company'’s policy. Rent of $1,819 is duawsailly and is equal to the interest due on the gipai bonds. The future minimum lease
payments are $49,419 and are included in the tdislge. A portion of the building was subleased#odriginal building owner for a five-year
term with a renewal option. As of December 31, 2066 future minimum sublease rental income is $984

MasterCard licenses certain software to its custeniéhe license agreements contain guarantees winilen the Company indemnifies
licensees from any adverse judgments arising friaime of intellectual property infringement by thiparties. The terms of the guarantees are
equal to the terms of the license to which thegteel The amount of the guarantees are limited noed@s, losses, costs, expenses or other
liabilities incurred by the licensee as a resulainy intellectual property rights claims. The Compaas historically experienced no intellectual
property rights claims relating to the softwarkcénses to its customers and therefore manageedietzes the probability of future claims is
negligible. In addition, the Company does not gateesignificant revenues from software licenseswvéler, if circumstances in the future
change, the Company may need to reassess whethauld be necessary to assess the fair value séthearantees.

Note 18.U.S. Merchant Lawsuit and Other Litigation Settlemts

In 2003, MasterCard settled the U.S. merchant lgwdgscribed under the caption “U.S. Merchant andstimer Litigations” in Note 20
herein, and contract disputes with certain custsm@n June 4, 2003, MasterCard International aatiffs in the U.S. merchant lawsuit
signed a settlement agreement (the “Settlementehgeat”) which required the Company to pay $125,00003 and $100,000 annually each
December from 2004 through 2012. In addition, i020several other lawsuits were initiated by menthiavho opted not to participate in the
plaintiff class in the U.S. merchant lawsuit. Thopt-out” merchant lawsuits were not covered bytdémms of the Settlement Agreement,
however, all have been individually settled. As enfully described in Note 20 herein, MasterCardl$® a party to a number of currency
conversion litigations. Based upon litigation depghents and settlement negotiations in these atyrernversion cases and pursuant to
Statement of Financial Accounting Standards N6ABcounting for Contingencies”, MasterCard recordeserves in the aggregate of $89,477
of which $72,480 was paid in 2006. In connectiothwhe settlement of certain other litigations tised in Note 20, MasterCard recorded
reserves of $24,750 and made payments of $23,3@&8gd2006. Total liabilities for the U.S. merchdanvsuit and other litigation settlements
changed as follows:

Balance as of December 31, 2( $ 597,59:
Litigation reserve for potential settlement of ety conversion litigation 75,15¢
Interest accretion on U.S. merchant law 47,18:
Payment: (114,939
Balance as of December 31, 2( 605,00(
Reserve for litigation settlements (Note . 24,957
Interest accretion on U.S. merchant law 42,79¢
Payment: (195,840
Balance as of December 31, 2( $476,91!
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Note 19.Income Tax
The total income tax provision (benefit) for theayeended December 31 is comprised of the followomgponents:

2006 2005 2004
Current
Federal $140,54¢ $124,88: $ 28,037
State and loce 5,80z 13,03t 5,954
Foreign 54,20( 50,83 14,20:
200,55: 188,75! 48,19/
Deferred
Federal 41,29 (38,329 42,38¢
State and loce 2,57¢ (7,340 (12,479
Foreign (439 (2,467 7,53¢
43,43: (48,136 37,44¢
Total income tax expen: $243,98. $140,61¢ $ 85,64(

The domestic and foreign components of earningsrbeficome taxes for the years ended Decembere3dsaiollows:

2006 2005 2004
United State: $146,57! $318,43¢ $277,32:
Foreign 147,59 88,90( 46,37

$294,17: $407,33¢ $323,70(

MasterCard has not provided for U.S. federal incame foreign withholding taxes on approximately $886 of undistributed earnings
from non-U.S. subsidiaries as of December 31, 2@Guse such earnings are intended to be reinvieskefihitely outside of the United
States. If these earnings were distributed, foréagrcredits may become available under currentitaxeduce the resulting U.S. income tax
liability.
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The provision for income taxes differs from the amioof income tax determined by applying the appete statutory U.S. federal
income tax rate to pretax income for the years eémdscember 31, as a result of the following:

For the years ended December 31,

2006 2005 2004

Dollar Dollar Dollar

Amount Percen Amount Percent Amount Percen
Income before income tax exper $294,17: $407,33¢ $323,70(
Federal statutory ta $102,96( 35.(%  $142,56¢ 35.(% $113,29! 35.(%
State tax effect, net of federal ben: 5,44¢ 1.8 3,70z 0.9 4,30z 1.3
Non-deductible charitable stock contributi 138,17! 47.C — — — —
Foreign tax effect, net of federal ben: (5,699 (1.9 4,50t 1.1 3,70¢ 1.2
Non-deductible expenses and other differer 13,08¢ 4.4 (1,17 (0.3 3,28( 1.C
Tax exempt incom (9,989 (3.9 (8,33)) (2.0 (6,729 (2.2)

Adjustment to deferred tax for change in U.S. staterate
Credits, refund claims and settlement of audit erat

— (8,540) (2.6)

United State: — — 1,331 0.3 (10,917) (3.4)
Foreign — — (1,985) (0.5) (12,759) (3.9
Income tax expens $243,98: 82.9%  $140,61¢ 34.5% $ 85,64 26.5%

The effective income tax rate for the years endeddinber 31, 2006, 2005 and 2004 was 82.9%, 34.892&6%, respectively. The
Company’s 2006 rate differs significantly from t2@05 rate primarily due to a non-deductible chblgaontribution of MasterCard Class A
common shares to the MasterCard Foundation dunegécond quarter of 2006. MasterCard recordeghéfisant expense equal to the value
of the Class A common shares we donated to thedvi2atd Foundation. Under the terms of the contidouio the Foundation, this donation is
generally not deductible to MasterCard for tax jpggs. This transaction is discussed in Note 2 herei
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Deferred tax assets and liabilities represent ¥ipe@ed future tax consequences of temporary dififegs between the carrying amounts
and the tax bases of assets and liabilities. Thdeferred tax asset at December 31 is compriséuedbllowing:

Assets (Liabilities)

2006 2005

Current Non-current Current Non-current
Accrued liabilities (including U.S. merchant lawt $53,92¢ $136,47¢ $88,26¢ $157,20:
Changes in tax accounting meth¢ (1,939 — (1,970 —
Deferred compensation and bene 3,78¢ 65,94 2,271 76,62¢
Stock based compensati — 23,54¢ — —
Capital losse — 26& — 46¢€
Gains/losses included in comprehensive inci 1,93¢ (1,357 99:< (393
Intangible assel — (45,019 — (40,50
Prepaid state tax cred 67 3,08: 88 4,021
Property, plant and equipme — (29,42 — (39,41)
Other items 7,46 4,69: 1,29( 7,99¢
Valuation allowanct — (7,639 — (2,159

$65,24: $ 150,58« $90,94! $ 163,84¢

The valuation allowance relates to the Companyikityko recognize tax benefits associated withcktbased compensation, carry
forward capital losses and state net operatingkdgnot utilized, approximately $730 of the Cany’s carry forward capital losses will
expire in 2007. Additionally, approximately $14,68f7state carry forward net operating losses wili|e commencing in 2009.

Note 20.Legal and Regulatory Proceedings

MasterCard is a party to legal and regulatory pedaggs with respect to a variety of matters inahdinary course of business. Some of
these proceedings involve complex claims that abgest to substantial uncertainties and unspecietages, therefore, the probability of loss
and an estimation of damages is not possible ter&si at present. Accordingly, MasterCard hasestablished reserves for any of these
proceedings other than for the currency converigations, the Privasys litigation, and the PStiation. Except for those matters described
below, MasterCard does not believe that any legatgulatory proceedings to which it is a party Widoave a material impact on its results of
operations, financial position, or cash flows. Altigh MasterCard believes that it has strong defefmsehe litigations and regulatory
proceedings described below, it could in the futooair judgments or fines or enter into settlemeftslaims that could have a material adve
effect on its results of operations, financial piosi or cash flows. Notwithstanding MasterCard'tidfein the event it may be found liable in a
large class-action lawsuit or on the basis of arckntitling the plaintiff to treble damages or @ndvhich it was jointly and severally liable,
charges it may be required to record could be S@gmt and could materially and adversely affestrésults of operations, cash flow and
financial condition, or, in certain circumstancegen cause MasterCard to become insolvent. Moreawneadverse outcome in a regulatory
proceeding could result in fines and/or lead tofilivey of civil damage claims and possibly resnltdamage awards in amounts that could be
significant and could materially and adversely etfthe Company’s results of operation, cash flow fimancial condition.
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Department of Justice Antitrust Litigation and Related Private Litigations

In October 1998, the U.S. Department of JusticeQJdD) filed suit against MasterCard Internationails&U.S.A., Inc. and Visa
International Corp. in the U.S. District Court the Southern District of New York alleging that lhdflasterCard’s and Visa's governance
structure and policies violated U.S. federal am$itdaws. First, the DOJ claimed that “dual goven&—the situation where a financial
institution has a representative on the board efotibrs of MasterCard or Visa while a portion sféard portfolio is issued under the brand of
the other association—was anti-competitive anddatidimit innovation within the payment card inthys Second, the DOJ challenged
MasterCard’s Competitive Programs Policy (“CPPJ @anVisa bylaw provision that prohibited finandiadtitutions participating in the
respective associations from issuing competing fetgry payment cards (such as American Exprefismover). The DOJ alleged that
MasterCard’s CPP and Visa’'s bylaw provision actetestrain competition.

On October 9, 2001, the District Court judge issapapinion upholding the legality and pro-competitnature of dual governance.
However, the judge also held that MasterCard’s @miPthe Visa bylaw constituted unlawful restrabftsrade under the federal antitrust laws.

On November 26, 2001, the judge issued a finaljuely that ordered MasterCard to repeal the CPRanas it applies to issuers and
enjoined MasterCard from enacting or enforcing lbykaw, rule, policy or practice that prohibits issuers from issuing general purpose credit
or debit cards in the United States on any otheeg® purpose card network. The final judgment plswided that from the effective date of
the final judgment (October 15, 2004) until Octolk&r 2006, MasterCard was required to permit asyaswith which it entered into such an
agreement prior to the effective date of the fijpdgment to terminate that agreement without pgnplovided that the reason for the
termination was to permit the issuer to enter anagreement with American Express or Discover.fiffa judgment imposed parallel
requirements on Visa.

MasterCard appealed the judge’s ruling with respethe CPP. On September 17, 2003, a three-judgel pf the Second Circuit issued
its decision upholding the District Court’s decisi@n October 4, 2004, the Supreme Court denieddviaard’s petition for certiorari, thereby
exhausting all avenues for further appeal in thisec Thereafter, the parties agreed that Octohe0IB would serve as the effective date o
final judgment.

In addition, on September 18, 2003, MasterCard fienotion before the District Court judge in tbése seeking to enjoin Visa, pending
completion of the appellate process, from enforeimgwly-enacted bylaw requiring Visa’s 100 largsstiers of debit cards in the United
States to pay a so-called “settlement service’ffdeey reduce their Visa debit volume by more ti&@86. This bylaw was later modified to
clarify that the settlement service fee would dmyimposed if an issuer shifted its portfolio obdeards to MasterCard. Visa implemented
bylaw provision following the settlement of the UrBerchant lawsuit described under the heading.“M&chant and Consumer Litigations”
below. MasterCard believes that this bylaw is gueitind violates the final judgment in the DOJtiion, which enjoins Visa and MasterCard
from enacting, maintaining, or enforcing any bylampolicy that prohibits issuers from issuing gehg@urpose cards or debit cards in the
United States on any other general purpose cavdoniet On December 8, 2003, the District Court rutieat it lacked jurisdiction to issue an
injunction while the appellate process in the Difigdtion was pending. In light of the Supreme Gudenial of certiorari on October 4, 2004,
jurisdiction was again vested with the District @o®n January 10, 2005, MasterCard renewed ithertgee to the bylaw in the District Cou
seeking to enjoin Visa from maintaining or enfogcthe bylaw and requiring Visa to offer its top 1dffline issuers a right to rescind any debit
card agreements entered into with Visa while titeseent service fee was in effect. On August 183 the District Court issued an order
appointing a special master to conduct an evidgntiearing
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and then issue a report and recommendation asdthetthe settlement service fee violates the Gofinal judgment. On July 7, 2006, the
special master issued a report and recommendatithe tDistrict Court finding that the continuatiohVisa’'s settlement service fee after the
effective date of the final judgment on October 2804 violated the final judgment. On July 27, 20@&sterCard filed a motion to adopt the
special master’s report. That same day, Visa filejgctions to the special master’s report. Theig@ere awaiting a decision by the District
Court. If MasterCard is unsuccessful and Visa isnitted to impose this settlement service fee snéss of debit cards according to this byl
it could inhibit the growth of MasterCard'’s debitdiness. At this time, it is not possible to det@erthe ultimate resolution of this matter.

On October 4, 2004, Discover Financial Services, fited a complaint against MasterCard, Visa U.S&. and Visa International
Services Association. The complaint was filed i@ thS. District Court for the Southern DistrictNéw York and was designated as a related
case to the DOJ litigation, and was assigned tcdnee judge who issued the DOJ decision describ@eealn an amended complaint filed on
January 7, 2005, Discover alleged that the impleatem and enforcement of MasterCard’s CPP, Vibglaw provision and the Honor All
Cards rule violated Sections 1 and 2 of the SherA@mn an alleged market for general purpose cetsvork services and an alleged market
for debit card network services. Specifically, iger claimed that MasterCard’s CPP unreasonabtyaiaed trade by prohibiting financial
institutions who were members of MasterCard frosuiisg payment cards on the Discover network. Discogquested that the District Court
apply collateral estoppel with respect to its fipalgment in the DOJ litigation and enter an oftthat the CPP and Visa’'s bylaw provision have
injured competition and caused injury to DiscoM@iscover seeks treble damages in an amount todwegrat trial along with attorneys’ fees
and costs. On February 7, 2005, MasterCard movdisiniss Discover’s amended complaint in its etyifer failure to state a claim. On
April 14, 2005, the District Court denied, at tetage in the litigation, Discover’s request to giedlateral estoppel effect to the findings in the
DOJ litigation. However, the District Court indieatthat Discover may refile a motion for collatezatoppel after discovery. Under the doci
of collateral estoppel, a court has the discretiiopreclude one or more issues from being reliédan a subsequent action but only if (1) those
issues are identical to issues actually litigated @etermined in the prior action, (2) proof ofghdssues were necessary to reach the prior
judgment, and (3) the party to be estopped hadl arfd fair opportunity to litigate those issuegtie prior action. Accordingly, if the Distri
Court were to give effect to collateral estoppeboe or more issues in the future, then signified@ments of plaintiff's claims would be
established, thereby making it more likely that MaSard would be found liable and making the palisitof an award of damages that much
more likely. In the event all issues are subseduelgicided against MasterCard in dispositive matidaring the course of the litigation then
there is the possibility that the sole issue reingiwill be whether a damage award is appropriate & so, what the amount of damages
should be. In addition, also on April 14, 2005 amdubsequent rulings, with respect to the mareg€éneral purpose card network services,
the District Court denied MasterCard’s motion terndiss Discover’s Section 1 conspiracy to restnaidg and Section 2 conspiracy to
monopolize or maintain a monopoly claims that weased upon the conduct described above. On Oc2dh@005, the District Court granted
MasterCard’s motion to dismiss Discover’s Sectian@hopolization and attempted monopolization claamainst MasterCard. On
November 9, 2005, the Court denied Master’s motion to dismiss Discover’s claims based upfects in an alleged debit market. On
November 30, 2005, MasterCard filed an answerdathended complaint. The parties are currentlygedyan fact discovery that is schedu
to be completed by May 31, 2007. A status conferdras been scheduled for April 25, 2007 to discars®ng other things, the timing of
collateral estoppel motions. At this time, it ig possible to determine the ultimate resolutionoofestimate the liability related to, the Disco
litigation. No provision for losses has been preddn connection with this matter.
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On November 15, 2004, American Express filed a dampagainst MasterCard, Visa and eight membek$§ancluding JPMorgan
Chase & Co., Bank of America Corp., Capital OneaRirial Corp., U.S. Bancorp, Household Internatidnal, Wells Fargo & Co., Providian
Financial Corp. and USAA Federal Savings Bank. 8gbently, USAA Federal Savings Bank, Bank of Amee@orp. and Household
International Inc. announced settlements with Ao@TiExpress and have been dismissed from the Taseomplaint, which was filed in the
U.S. District Court for the Southern District of We¥ork, was designated as a related case to theligation and was assigned to the same
judge. The complaint alleges that the implementiagind enforcement of MasterC’s CPP and Visa’'s bylaw provision violated Sectidrend
2 of the Sherman Act in an alleged market for galngurpose card network services and a marketdbit dard network services. Specifically,
American Express claimed that MasterCard’s CPPasumably restrained trade by prohibiting finantiatitutions who were members of
MasterCard from issuing payment cards on the AraariExpress network. American Express seeks trebfeades in an amount to be prove
trial, along with attorneys’ fees and costs. Oruday 14, 2005, MasterCard filed a motion to disntfiescomplaint for failure to state a claim.
American Express also requested that the Courlyagglateral estoppel with respect to its finalgagent in the DOJ litigation. On April 14,
2005, the District Court denied, at this stagehin litigation, American Express’ request to givéateral estoppel effect to the findings in the
DQJ litigation. However, the Court indicated thahérican Express may refile a motion for collatestbppel after discovery. As with the
lawsuit brought by Discover that is described i@ pneceding paragraph, if the Court were to gifeceto collateral estoppel on one or more
issues in the future, then significant elementglaiitiff's claims would be established, therebyking it more likely that MasterCard would be
found liable and making the possibility of an awafdlamages that much more likely. In the evenisalles are subsequently decided against
MasterCard in dispositive motions during the cowfthe litigation then there is the possibilityathihe sole issue remaining will be whether a
damage award is appropriate and, if so, what theuatrof damages should be. In addition, also oril Agt 2005 and in subsequent rulings,
Court denied MasterCard’s motion to dismiss AmeriExpress’ Section 1 conspiracy to restrain trddiens and Section 2 conspiracy to
monopolize claims that were based upon the cordisitribed above. On November 9, 2005, the CouredévasterCard’s motion to dismiss
American Expresstonspiracy to restrain trade claims in the allegrdlket for debit card network services. On Novengier2005, MasterCa
filed an answer to the complaint. The parties areently engaged in fact discovery that is schadltdebe completed by May 31, 2007. A st
conference has been scheduled for April 25, 20@listtuss, among other things, the timing of cotldtestoppel motions. At this time, it is not
possible to determine the ultimate resolution ostimate the liability related to, this matten provision for losses has been provided in
connection with the American Express litigation.

Currency Conversion Litigations

MasterCard International, together with Visa U.SIAc. and Visa International Corp., are defendants state court lawsuit in Californ
The lawsuit alleges that MasterCard and Visa wrolhgfmposed an asserted one percent currency csiove‘fee” on every credit card
transaction by U.S. MasterCard and Visa cardholoeaving the purchase of goods or services ioraifjn country, and that such alleged
“fee” is unlawful. This action, title&chwartz v. Visa Int'l Corp., et alwas brought in the Superior Court of Califorimidebruary 2000,
purportedly on behalf of the general public. Taathe Schwartz matter commenced on May 20, 20@2cancluded on November 27, 2002.
The Schwartz action claims that the alleged “fer@sgly exceeds any costs the defendants might in@annection with currency conversions
relating to credit card purchase transactions niraéereign countries and is not properly disclose@ardholders. MasterCard denies these
allegations.

On April 8, 2003, the trial court judge issuedrafidecision in the Schwartz matter. In his decistbe trial judge found that
MasterCard’s currency conversion process doesionlz#tg the Truth in Lending Act or
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regulations, nor is it unconscionably priced undalifornia law. However, the judge found that thiagtice is deceptive under California law,
and ordered that MasterCard mandate that membsstosié the currency conversion process to cardimideardholder agreements,
applications, solicitations and monthly billing teiments. As to MasterCard, the judge also ordezstitution to California cardholders. The
judge issued a decision on restitution on Septerh®eP003, which requires a traditional notice alaims process in which consumers h
approximately six months to submit their claimseTourt issued its final judgment on October 3332@®n December 29, 2003, MasterCard
appealed the judgment. The final judgment andttgth process have been stayed pending Master€Capgieal. On August 6, 2004, the court
awarded plaintiff's attorneys’ fees and costs i éimount of $28,224 to be paid equally by Mastet@ad Visa. Accordingly, during the three
months ended September 30, 2004, MasterCard acamednts totalling $14,112 which are included i .WMerchant Lawsuit and Other
Legal Settlements in the Consolidated StatemenBpefations (see Note 18). MasterCard subsequiletlya notice of appeal on the
attorneys’ fee award on October 1, 2004. With resfeerestitution, MasterCard believes that iikgly to prevail on appeal. In February 2005,
MasterCard filed an appeal regarding the appliggtof Proposition 64, which amended sections 17208 17204 of the California Business
and Professions Code, to this action. On Septe2he2005, the appellate court reversed the triattcdinding that the plaintiff lacked standi
to pursue the action in light of Proposition 64. December 14, 2005, the California Supreme Couwntgd plaintiff's petition for review. On
July 25, 20086, the plaintiff sent a letter to theu@ seeking the withdrawal of the petition, to eththe Court has not yet responded.

In addition, MasterCard has been served with comglén state courts in New York, Arizona, Texakrkla, Arkansas, lllinois,
Tennessee, Michigan, Pennsylvania, Ohio, MinnesothMissouri seeking to, in effect, extend the pidglecision in the Schwartz matter to
MasterCard cardholders outside of California. Saitiese cases have been transferred to the Us8idDCourt for the Southern District of
New York and combined with the federal complaimt$4DL No. 1409 discussed below. In other state toases, MasterCard has move:
dismiss the claims. On February 1, 2005, a Michigetion was dismissed with prejudice and on Ap2il 2005 the plaintiff agreed to withdraw
his appeal of that decision. On June 24, 2005, rmb8ota action was dismissed with prejudice; howelaintiff filed an amended complaint
on September 15, 2005. On August 31, 2005, aroidiaction was dismissed with prejudice; plairfiifid an appeal on February 6, 2006.
Briefing is not complete and no date for oral argatrhas been set. On September 7, 2005, a Texesatat granted MasterCard’s motion to
arbitrate, and plaintiff subsequently filed nottbat he was withdrawing his lawsuit against MastedJor all claims. MasterCard has also b
served with complaints in state courts in Califariiexas and New York alleging it wrongfully impdsan asserted one percent currency
conversion “fee” in every debit card transactionth$. MasterCard cardholders involving the purchEsgoods or services or withdrawal of
cash in a foreign country and that such alleged™fe unlawful. Visa USA Inc. and Visa Internatidi@orp. have been named as co-defendants
in the California cases. One such Texas case wgasstied voluntarily by plaintiffs. Stipulated temaiy stay orders have been entered in
actions in the following state courts: Arkansaszéna, California, Florida, Minnesota, New York, i@hPennsylvania, Texas and Tennessee.
Although a stay order was in place in Tennessedjayl, 2006, the Tennessee Supreme Court acceptenlv of MasterCard’s application to
appeal the lower court’s decisions on class cedtifbn. On November 30, 2006, MasterCard filedgening appeal brief with the Tennessee
Supreme Court and on January 3, 2007, at the regtibsth parties, the court stayed the appeal.

MasterCard International, Visa U.S.A., Inc., Visgéelrnational Corp., several member banks includiitdpank (South Dakota), N.A.,
Chase Manhattan Bank USA, N.A., Bank of Americad NUSA), MBNA, and Citicorp Diners Club Inc. arésa defendants in a number of
federal putative class actions that allege, amdhgrdhings, violations of federal antitrust lavasbd on the asserted one percent currency
conversion “fee.”
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Pursuant to an order of the Judicial Panel on Misttiict Litigation, the federal complaints haveeheconsolidated in MDL No. 1409 before
Judge William H. Pauley Il in the U.S. District @ for the Southern District of New York. In Jamp2002, the federal plaintiffs filed a
Consolidated Amended Complaint (“MDL Complaint”)didg MBNA Corporation and MBNA America Bank, N.As defendants. This
pleading asserts two theories of antitrust conspitmder Section 1 of the Sherman Act: (i) an a&tktinter-association” conspiracy among
MasterCard (together with its members), Visa (tbgetvith its members) and Diners Club to fix cuogionversion “fees” allegedly charged
to cardholders of “no less than 1% of the transaciimount and frequently more;” and (ii) two alldégatra-association” conspiracies,
whereby each of Visa and MasterCard is claimedraégg to have conspired with its members to firrency conversion “fees” allegedly
charged to cardholders of “no less than 1% of ilwestaction amount” and “to facilitate and encouragétution—and collection—of second
tier currency conversion surcharges.” The MDL Caanpilalso asserts that the alleged currency comreffees” have not been disclosed as
required by the Truth in Lending Act and Regulatibn

On July 20, 2006, MasterCard and the other defesdarthe MDL action entered into agreements sgttlhe MDL action and related
matters, as well as the Schwartz matter. Pursoahttsettlement agreements, MasterCard has p2id&Yto be used for defendants’
settlement fund to settle the MDL action and $18,4dhich is expected to be paid in 2007, to séfieeSchwartz matter. On November 8, 2!
Judge Pauley granted preliminary approval of thideseent agreements. The settlement agreemenssibject to final approval by Judge
Pauley, and resolution of all appeals. The heasim§inal approval of the settlement agreementsbleasn scheduled for November 2, 2007.

On November 15, 2006, the plaintiff in the New Yathte court case appealed the preliminary apptovhle U.S. Court of Appeals for
the Second Circuit. With regard to the remainiregestourt currency conversion actions, MasterCardrbeached agreements in principle with
the plaintiffs for a total of $3,557, which has becrued.

Based upon litigation developments, certain of Wwhiere favorable to MasterCard and progress in ioigggettlement discussions in
these currency conversion cases, and pursuanatenstnt of Financial Accounting Standards No. Kc@unting for Contingencies,”
MasterCard has recorded litigation settlements38(477 in connection with these currency conversases. At this time, it is not possible to
predict with certainty the ultimate resolution bése matters.

Merchant Chargeback-Related Litigations

On May 12, 2003, a complaint alleging violationdederal and state antitrust laws, breach of cohtfeaud and other theories was filed
in the U.S. District Court for the Central Distraft California (Los Angeles) against MasterCarddayerchant aggregator whose customers
include businesses selling adult entertainmentesdrdver the Internet. The complaint’s allegatifotais on MasterCard’s past and potential
future assessments on the plaintiff's merchant lfanfuirer) for exceeding excessive chargebacldatals in connection with the plaintiff's
transaction activity as well as the effect of MaStad’s chargeback rules and other practices ord“nat-present” merchants. Chargebacks
refer to a situation where a transaction is retdyioe charged back, to a merchant’s bank (the “iaeg by the cardholder’s bank (the “issuer”)
at the request of cardholders or for other readerisr to MasterCard filing any motion or resporspleading, the plaintiff filed a voluntary
notice of dismissal without prejudice on Decemhe2@3. On the same date, the plaintiff filed a ptaimt in the U.S. District Court for the
Eastern District of New York making similar allemats to those made in its initial California conmiptaMasterCard moved to dismiss all of
claims in the complaint for
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failure to state a cause of action. On March 3052¢he judge granted MasterCard’s motion and dised all of the claims in the complaint.
On April 11, 2005, the plaintiff filed a notice appeal of the district court’s order. On October 2006, the Second Circuit issued an order
affirming the district court’s dismissal of the cplaint and plaintiff did not seek Supreme Courtieex

In addition, on June 6, 2003, an action tittealifornia Law Institute v. Visa U.S.A., et.alas initiated against MasterCard and Visa
U.S.A., Inc. in the Superior Court of Californiajrportedly on behalf of the general public. Pldirgeeks disgorgement, restitution and
injunctive relief for unlawful and unfair busingssactices in violation of California Unfair Tradea@tices Act Section 17200, et. seq. Plaintiff
purportedly alleges that MasterCard's (and Visalgrgeback fees are unfair and punitive in naRlantiff seeks injunctive relief preventing
MasterCard from continuing to engage in its chaag&lpractices and requiring MasterCard to provadgitution and/or disgorgement for
monies improperly obtained by virtue of them. OrgAst 23, 2006, MasterCard moved for judgment orpteadings based upon a recent
California Supreme Court decision which held thavly enacted statutory standing requirements ftioas brought under Section 17200
applied to existing cases. The parties submittstipalation and order requesting that the Courhdis the complaint with prejudice. The court
entered the stipulation on December 4, 2006, dsngsthe case.

On September 20, 2004, MasterCard was served veithmgolaint titledPSW Inc. v. Visa U.S.A. IndlasterCard International
Incorporated, et. a., No. 04-347, in the District Court of Rhode Igdafhe plaintiff, as alleged in the complaint, ga®d credit card billing
services primarily for adult content web sites. Plentiff alleged defendants’ excessive chargelsiakdards, exclusionary rules, merchant
registration programs, cross-border acquiring rates interchange pricing to internet merchantsaél federal and state antitrust laws as well
as state contract and tort law. The plaintiff sdugf0,000 in compensatory damages as well as $a@8@0punitive damages. On May 20,
2005, MasterCard moved to dismiss all of PSW’snatain the complaint for failure to state a claind @mgument on the motion before a
magistrate judge was held on November 2, 2005. €muary 3, 2006, the magistrate issued a reportes@mmendation in which he
recommended the dismissal of plaintiffs’ antitralstims, First Amendment claim, and state law claiarsconversion, embezzlement, tortious
interference with prospective economic advantage, taeach of the implied covenant of good faith aiddealing. However, the magistrate’s
report also recommended that MasterCard’s motiahisimiss plaintiff's claims for breach of contraetd tortious interference with contractual
relations be denied. On February 28, 2006, theibisTourt adopted the magistrate’s report and meoendation. On July 13, 2006, the parties
entered into a settlement agreement resolvindaiths between the parties. On September 19, 26@6;durt signed a stipulation and order
dismissing the case with prejudice. Based upagsliton developments and settlement negotiatiordspamsuant to Statement of Financial
Accounting Standards No. 5, “Accounting for Congngies,” MasterCard had recorded legal reserveth&PSW litigation during the second
quarter of 2006.

U.S. Merchant and Consumer Litigations

Commencing in October 1996, several class actida sere brought by a number of U.S. merchantsregaflasterCard International ¢
Visa U.S.A., Inc. challenging certain aspects efplayment card industry under U.S. federal antitewg. Those suits were later consolidate
the U.S. District Court for the Eastern DistrictNdéw York. The plaintiffs claimed that MasterCartfsonor All Cards”rule (and a similar Vis
rule), which required merchants who accept Mastet€ards to accept for payment every validly presgiasterCard card, constituted an
illegal tying arrangement in violation of Sectiomflthe Sherman Act. Plaintiffs claimed that Ma€&rd and Visa unlawfully tied acceptanc
debit cards to acceptance of credit cards. Thatiffsi also claimed that MasterCard and Visa comgpto monopolize what they characterized
as the
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point-of-sale debit card market, thereby supprestie growth of regional networks such as ATM pagthsystems. On June 4, 2003,
MasterCard International signed a settlement ageeéto settle the claims brought by the plaintiffshis matter, which the Court approved on
December 19, 2003. On January 24, 2005, the Se€wadit Court of Appeals issued an order affirmthg District Court’s approval of the
settlement agreement. Accordingly, the settlem&nbiv final. For a description of the financialnisrof the settlement agreement, see Note 18

In addition, individual or multiple complaints halieen brought in 19 different states and the Ristri Columbia alleging state unfair
competition, consumer protection and common lawrdaagainst MasterCard International (and Visapehalf of putative classes of
consumers. The claims in these actions largelyamttre allegations made in the U.S. merchant lavesd assert that merchants, faced with
excessive merchant discount fees, have passeddhesgharges to consumers in the form of higheragron goods and services sold.
MasterCard has been successful in the majorithede cases as courts have granted MasterCard'snmaddi dismiss for failure to state a claim
or plaintiffs have voluntarily dismissed their colaipts. Specifically, courts in Arizona, lowa, Neterk, Michigan, Minnesota, Nebraska,
Maine, North Dakota, Kansas, North Carolina, Sdddkota, Vermont, Wisconsin, Florida, Nevada, Tesaesand the District of Columbia
have granted MasterCard’s motions and dismissedahwlaints with prejudice. On November 3, 200&, Mebraska Supreme Court affirmed
the lower court’s dismissal of the plaintiffs’ cotamt for failure to state a claim following an ag& by plaintiffs. Oral argument on an appeal
of the lowa case was heard on December 6, 2006hanghrties are awaiting a decision. In addittbere are outstanding cases in the District
of Columbia, New Mexico, California and West VirginThe parties are awaiting decisions on Mastat8anotion to dismiss in New Mexico
and the District of Columbia. The court in Calif@mranted MasterCard’s motion to dismiss the retye state unfair competition claims but
denied MasterCard’s motion with respect to Sectis®00 claims for unlawful, unfair, and/or fraudul&usiness practices. On December 8,
2006, MasterCard moved before the California ctarrjudgment on the pleadings with respect to taeti®n 17200 claims for unlawful or
fraudulent business practices. On February 14, 20@6terCard answered the West Virginia complafitgrats motion for summary judgment
was denied and the parties are now proceedingfadtidiscovery that is scheduled to be completetby 31, 2007.

On March 14, 2005, MasterCard was served with aptaimt that was filed in Ohio state court on belwdl& putative class of consumers
under Ohio state unfair competition law. The claimthis action mirror those in the consumer actidescribed above but also name as co-
defendants a purported class of merchants who el@ss members in the U.S. merchant lawsuit. Pférdllege that Visa, MasterCard and the
class members of the U.S. merchant lawsuit corgpirattempt to monopolize the debit card marketyinyg debit card acceptance to credit
card acceptance. On October 7, 2005, plaintifésifd voluntary notice of dismissal of their compiai

On April 29, 2005, a complaint was filed in Calificet state court on behalf of a putative class oomers under California unfair
competition law (Section 17200) and the Cartwrigbt. The claims in this action seek to piggybackloa portion of the DOJ antitrust
litigation in which the United States District Cofor the Southern District of New York found thdasterCard’s CPP and Visa’s bylaw
constitute unlawful restraints of trade under theefral antitrust laws. See “—Department of Jusdictitrust Litigation and Related Private
Litigations.” On December 2, 2005, plaintiffs filadthird amended complaint containing similar akéans to those referenced above. On
January 24, 2006, MasterCard and Visa jointly maweedismiss the plaintiffs’ claims for failure ttase a claim. On March 10, 2006, the
plaintiffs filed an opposition to the defendanttion. The court granted the defendants’ motiodismiss the plaintiffs’ Cartwright claims but
denied the defendants’ motion to dismiss the pféhtSection 17200 unfair competition claims. MasterCfdedi an answer to the complaint
June 19, 2006 and the parties are proceeding vgtodery.
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At this time, it is not possible to determine théamme of, or estimate the liability related tegsk consumer cases and no provision for
losses has been provided in connection with therme.cbnsumer class actions are not covered by itims t&f the settlement agreement in the
U.S. merchant lawsuit.

Privasys Litigation

An action was filed against MasterCard Internationdghe U.S. District Court for the Northern Distrof California on September 12,
2005 by Privasys, Inc. alleging misappropriatiorpofported trade secrets relating to aspects aftttenology used for MasterCard’s PayPass
contactless cards. Privasys sought to add a Pevamployee as a co-inventor of a MasterCard patahinjunctive relief against MasterCard’s
alleged misappropriation of trade secrets.

On October 3, 2005, MasterCard filed suit agaimstaBys in the U.S. District Court for the South@&istrict of New York seeking a
declaration that (1) there was no need to cortectriventorship of the MasterCard patent, (2) M&sded had not misappropriated any trade
secrets of Privasys, to the extent that any existed (3) a non-disclosure agreement between Be\wesd MasterCard was void and
unenforceable and that MasterCard had not breéatieemion-disclosure agreement or the terms of alugixe marketing agreement between
the parties. MasterCard also alleged breach ofiéudketing agreement by Privasys.

On October 14, 2005, MasterCard filed a motionisoniss or transfer the California action on theugrds that the marketing agreement
contained a forum selection clause specifying teeN ork courts as the exclusive venue for all displbetween the parties and that the
marketing agreement superseded the non-disclogueerment. On December 2, 2005, the U.S. DistrietrCgranted MasterCard’s motion and
dismissed the California action.

On November 14, 2005, Privasys filed counterclaagainst MasterCard in the New York action alledingach of the marketing
agreement, fraud and deceit, breach of fiduciaty,duisappropriation of trade secrets, unjust dnmient and monopolization and attempted
monopolization under Section 2 of the Sherman Kcits counterclaims, Privasys included the subijeatter of additional patent applications
filed by MasterCard allegedly relating to PayPass] added allegations that MasterCard had frautiylieuced Privasys to enter into the
marketing agreement and subsequently frustrate@$s’ performance under the marketing agreement.

On December 21, 2005, MasterCard filed a motiotigmiss Privasys’ antitrust, fraud and related ¢erataims. On January 18, 2006,
Privasys amended its counterclaims, omitting thérast claim and certain duplicative claims, betaining other claims against MasterCard,
including causes of action for fraud and deceitstdeCard replied, denying any wrongdoing. On Audust2006, MasterCard and Privasys
reached a settlement involving the créissnsing of intellectual property, which ended titigation between the parties. A stipulation awder
of dismissal was filed on August 25, 2006. Basedhuihe progress of settlement negotiations, ansuyaunt to Statement of Financial
Accounting Standards No. 5, “Accounting for Congéngies,” MasterCard had recorded reserves relatddst litigation in the second quarter
of 2006.

eFunds Litigation

In December 2003, MasterCard and eFunds Corporé#dunds”) entered into a Marketing Sales and BesvAlliance Agreement (the
“Agreement”) whereby the parties agreed to worletbgr to provide debit processing services to fif@rnstitutions. After careful analysis of
the needs of its customers and its business, oarbleer 13, 2006, MasterCard notified eFunds thagyaunt to one of the provisions in the
Agreement, it
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was terminating the Agreement. On or about Jan8@r2007, eFunds filed a verified complaint agamasterCard in Superior Court for the
State of Arizona, alleging that MasterCard’s temtion of the Agreement was improper. The complagserts several causes of action
including declaratory judgment, breach of contrhotach of the covenant of good faith and fair idgaland fraudulent inducement. eFunds
seeks a declaratory judgment that the Agreemerairenin full force and effect, or, in the alterwvati monetary damages.

MasterCard has not yet been served with a coplyeo€dmplaint and therefore its time to respondrizadegun to run.

Global Interchange Proceedings

Interchange fees represent a sharing of paymetgraysosts among the financial institutions parttipg in a four-party payment card
system such as MasterCard’s. Typically, interch&egs are paid by the acquirer to the issuer imeotion with transactions initiated with the
payment system’s cards. These fees reimbursegherifor a portion of the costs incurred by it ioyading services which are of benefit to all
participants in the system, including acquirers an@ichants. MasterCard or its members establigfaull interchange fee in certain
circumstances that applies when there is no ottterdhange fee arrangement between the issueharattuirer. MasterCard establishes a
variety of interchange rates depending on suchideretions as the location and the type of transactnd collects the interchange fee on
behalf of the institutions entitled to receiveridaremits the interchange fee to eligible instdos. As described more fully below, MasterCard
or its members’ interchange fees are subject talaggry or legal review and/or challenges in a namdf jurisdictions. At this time, it is not
possible to determine the ultimate resolution ostimate the liability related to, any of theeirthange proceedings described below. No
provision for losses has been provided in conneatiith them.

United States. In July 2002, a purported class action lawaais filed by a group of merchants in the U.S. DistCourt for the
Northern District of California against MasterCandernational, Visa U.S.A., Inc., Visa Internatid@orp. and several member bank:
California alleging, among other things, that MaSted’s and Visa’s interchange fees contraveneétieman Act. The suit seeks treble
damages in an unspecified amount, attorneys’ fedsrgunctive relief. On March 4, 2004, the cougrdissed the lawsuit with prejudice in
reliance upon the approval of the settlement agee¢in the U.S. merchant lawsuit by the U.S. Dist@ourt for the Eastern District of New
York, which held that the settlement and releagban case extinguished the claims brought by techant group in the present case. The
plaintiffs have appealed the U.S. District Courttfte Eastern District of New York’s approval oétb.S. merchant lawsuit settlement and
release to the Second Circuit Court of Appealstaane also appealed the U.S. District Court forNloethern District of California’s dismissal
of the present lawsuit to the Ninth Circuit CoufrtAppeals. On January 4, 2005, the Second CircolitrCof Appeals issued an order affirming
the District Court’s approval of the U.S. merchlawsuit settlement agreement, including the Dist@iourt’s finding that the settlement and
release extinguished such claims. Plaintiffs ditlseek certiorari of the Second Circuit’s decisidgth the U.S. Supreme Court. On March 27,
2006 the Ninth Circuit Court of Appeals affirmecett.S. District Court for the Northern District G&lifornia’s dismissal of the case and
plaintiffs did not seek Supreme Court review.

On October 8, 2004, a purported class action laweas filed by a group of merchants in the U.StiisCourt for the Northern District
of California against MasterCard International,&/13.S.A., Inc., Visa International Corp. and seleramber banks in California alleging,
among other things, that MasterCard’s and Visa®rahange fees contravene the Sherman Act andldy¢o@ Act. The complaint contains
similar allegations to those brought in the intamde case described in the preceding paragrapiplaintiffs have designated it as a related
case. The plaintiffs seek damages and an injuneti@inst MasterCard (and Visa)
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setting interchange and engaging in “joint markgtctivities,” which plaintiffs allege include tipeirported negotiation of merchant discount
rates with certain merchants. On November 19, 2B@4terCard filed an answer to the complaint. Tlaéngffs filed an amended complaint
April 25, 2005. MasterCard moved to dismiss thénetain the complaint for failure to state a claindain the alternative, also moved for
summary judgment with respect to certain of théntéa On July 25, 2005, the court issued an ordentgrg MasterCard’s motion to dismiss
and dismissed the complaint with prejudice. On AstdD, 2005, the plaintiffs filed a notice of app&daintiffs’ opening appeal brief was filed
on November 28, 2005. MasterCard filed its opposibirief to plaintiffs’ appeal on December 26, 2@0f is awaiting an oral argument date.

On June 22, 2005, a purported class action lawsstfiled by a group of merchants in the U.S. MistCourt of Connecticut against
MasterCard International Incorporated, Visa U.SIAc, Visa International Service Association anmtlaber of member banks alleging, am
other things, that MasterCard’s and Visaurported setting of interchange fees violatedi@® 1 of the Sherman Act. In addition, the coml
alleges MasterCard’s and Visa’'s purported tying lmadling of transaction fees also constitutesotation of Section 1 of the Sherman Act.
The suit seeks treble damages in an unspecifiediatnattorneys’ fees and injunctive relief. Sinkee filing of this complaint, there have been
approximately fifty similar complaints (the majogristyled as class actions although a few complairéson behalf of individual plaintiffs) filed
on behalf of merchants against MasterCard and (@isd in some cases, certain member banks) in flec®ugs in California, New York,
Wisconsin, Pennsylvania, New Jersey, Ohio, Kentuwaky Connecticut. On October 19, 2005, the JudRaalel on Multidistrict Litigation
issued an order transferring these cases to Judgs@h of the U.S. District Court for the Easteistiict of New York for coordination of pre-
trial proceedings. On April 24, 2006, the grougpafported class plaintiffs filed a First Amended€d Action Complaint. Taken together, the
claims in the First Amended Class Action Complaimd in the complaints brought on the behalf ofititévidual merchants are generally
brought under Sections 1 and 2 of the ShermanScifically, the complaints contain some or altha following claims: (i) that
MasterCard’s and Visa'setting of interchange fees (for both credit afflihe debit transactions) violates Section 1w Sherman Act; (i) th
MasterCard and Visa have enacted and enforcedugarides, including the no surcharge rule and ptepicanti-steering rules, in violation of
Section 1 or 2 of the Sherman Act; (iii) that Ma€tard’s and Visa's purported bundling of the acaape of premium credit cards to standard
credit cards constitutes an unlawful tying arrangetnand (iv) that MasterCard and Visa have unléiwfied and bundled transaction fees. In
addition to the claims brought under federal amsittaw, some of these complaints contain certaite sinfair competition law claims based
upon the same conduct described above. Thesehatage-related litigations also seek treble damagas unspecified amount (although
several of the complaints allege that the plaistifkpect that damages will range in the tens Gbbd of dollars), as well as attorneys’ fees and
injunctive relief.

On June 9, 2006, MasterCard answered the First AgteQlass Action Complaint and the individual mardicomplaints. In addition to
answering the complaints, MasterCard moved to disioi, alternatively, moved to strike the @94 damage claims that were contained il
First Amended Class Action Complaint. Further, MaSard moved to dismiss the Section 2 claims traieverought in the individual merch
complaints. Plaintiffs filed oppositions to Mastar@'s motions to dismiss on July 21, 2006. The €baard oral arguments on both of these
motions to dismiss and the parties are awaitingaisibn. Fact discovery is proceeding and is scleeldio be completed by November 30,
2007, with briefing on case dispositive motionseztiied to be completed by November 24, 2008. OnSu2006, the group of purported class
plaintiffs filed a supplemental complaint allegitigt the IPO and certain purported agreementseshtato between MasterCard and its
member financial institutions in connection witle PO (1) violate Section 7 of the Clayton Act hesmtheir effect allegedly may be to
substantially lessen competition, (2) violate Sectl of the Sherman Act because they allegedlytitotesan unlawful combination in restraint
of trade and (3) constitute a fraudulent
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conveyance because the member banks are allegestypding to release without adequate considerditaon the member banks MasterCard’s
right to assess the member banks for MasterCatigjation liabilities in these interchange-relatéidjations and in other antitrust litigations
pending against it. The plaintiffs seek unspecifiathages and an order reversing and unwinding?e On September 15, 2006, MasterCard
moved to dismiss all of the claims contained inghpplemental complaint. The Court heard oral aentron this motion on February 2, 2007.
The parties are awaiting a decision.

European Union In September 2000, the European Commissiaisa “Statement of Objections” challenging Visgetnational’s
crossborder interchange fee under European Communitypetition rules. On July 24, 2002, the European C@ssion announced its decisi
to exempt the Visa interchange fee from these rhilesigh the end of 2007 based on certain chamgg®ged by Visa to its interchange fees.
Among other things, in connection with the exempitioder, Visa agreed to adopt a cost-based metbggdbr calculating its interchange fees
similar to the methodology employed by MasterCardich considers the costs of certain specifiedisesyprovided by issuers, and to reduce
its interchange rates for debit and credit trarigastto amounts at or below certain specified level

On September 25, 2003, the European Commissioadssstatement of Objections challenging MasterEardpe’s cross-border
interchange fees. MasterCard Europe filed its nespdo this Statement of Objections on Januar@®420n June 23, 2006, the European
Commission issued a supplemental Statement of @djsccovering credit, debit and commercial caesfeMasterCard filed its response to
supplemental Statement of Objections on OctobeR66. A hearing on the matter took place on Nowamid and 15, 2006. When the
European Commission completes its review of Masiesl@®urope’s cross-border interchange fees, itccmsiue a prohibition decision ordering
MasterCard to change the manner in which it cateslés cros$order interchange fees. MasterCard Europe coydasuch a decision to t
European Court of Justice. The European Commidsisrinformed MasterCard that it does not interléty a fine against MasterCard even if
it determines that MasterCard’s cross-border iti@nge fees violate European Community competitidest Because crosmrder interchang
fees constitute an essential element of MasterEardpe’s operations, changes to them could sigmiflg impact MasterCard International’s
European members and MasterCard Europe’s busimeaddition, a negative decision by the Europeam@dssion could lead to the filing of
private actions against MasterCard Europe by matshend/or consumers seeking substantial damages.

On June 13, 2005, the European Commission annountsettor inquiry” into the financial services usdry, which includes an
investigation of interchange fees. On April 12, 80the European Commission released its interirortem its sector inquiry into the payme
card industry. In the report, the European Commisstriticizes or expresses concern about a largeeu of industry practices, including
interchange fees, of a multiplicity of industry fieipants, and warns of possible regulatory ordkgive action. On January 31, 2007, the
European Commission issued its final report onstietor inquiry, and repeated its warnings of pdssigulatory or legislative action.
However, the report does not indicate against whagnsuch regulatory action might be taken or whgislative changes might be sought.

United Kingdom Office of Fair Trading On September 25, 2001, the Office of Fair Thgaf the United Kingdom (“OFT”) issued a
Rule 14 Notice under the U.K. Competition Act 199fallenging the MasterCard interchange fee andilateltal service fee (“MSF”), the fee
paid by issuers to acquirers when a customer ustassterCard-branded card in the United Kingdomeeitit an ATM or over the counter to
obtain a cash advance. Until November 2004, theréhinge fee and MSF were established by Mastet@&dViembers Forum Limited
(“MMF”) (formerly MasterCard Europay U.K. Ltd. (“MBUK")) for domestic credit card transactions in theited Kingdom. The notice
contained preliminary conclusions to the effect tha MasterCard U.K.
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interchange fee and MSF may infringe U.K. compatitiaew and do not qualify for an exemption in th@iesent forms. On February 11, 2003,
the OFT issued a supplemental Rule 14 Notice, walish contained preliminary conclusions challenditasterCard’s U.K. interchange fee
under the Competition Act. On November 10, 2004,@#T issued a third notice (now called a StateroE@bjections) claiming that the
interchange fee infringes U.K. and European Uniammgetition law.

On November 18, 2004, MasterCard’s board of dimscaolopted a resolution withdrawing the authorftthe U.K. members to set
domestic MasterCard interchange fees and MSFsamfércing such authority exclusively on MasterCardresident and Chief Executive
Officer.

On September 6, 2005, the OFT issued its decismm;luding that MasterCard’s U.K. interchange fiéies were established by MMF
prior to November 18, 2004 contravene U.K. and Baam Union competition law. The OFT decided nadbtpose penalties on MasterCard or
MMF. On November 2 and 4, 2005, respectively, MMid &MasterCard appealed the OFWecision to the U.K. Competition Appeals Tribu
On June 19, 2006, the U.K. Competition Appeals (ndd set aside the OFT’s decision, following theTGfrequest to the Tribunal to withdr
the decision and end its case against MasterClr&sinterchange fees in place prior to November24.

However, the OFT has commenced a new investigafidmasterCards current U.K. interchange fees and announced brugey 9, 200°
that the investigation would also cover so-callediediate debit” cards. If the OFT determines #rat of MasterCard’s U.K. interchange fees
contravene U.K. and European Union competition iamay issue a new decision and possibly levydiaecruing from the date of its first
decision. MasterCard would likely appeal a negatigeision by the OFT in any future proceeding ® @ompetition Appeals Tribunal. Suck
OFT decision could lead to the filing of privatdians against MasterCard by merchants and/or coesimhich, if its appeal of such an OFT
decision were to fail, could result in an awarciasards of substantial damages.

Poland. In April 2001, in response to merchant comphkithe Polish Office for Protection of Competitiand Consumers (the “PCA")
initiated an investigation of MasterCard's (anda¥4$ domestic credit and debit card interchange. féasterCard Europe filed several
submissions and met with the PCA in connection Withinvestigation. In January 2007, the PCA issuddcision that MasterCard's (and
Visa's) interchange fees are unlawful under Pa@hpetition law, and imposed fines on MasterCafarsl Visa's) licensed financial
institutions. MasterCard and the financial instdns have appealed the decision. If the appealaraaccessful and the PCA’s decision is
allowed to stand, it could have a significant adedmpact on the revenues of MasterCard’s Polisininees and on MasterCard’s overall
business in Poland.

New Zealand. In November 2003, MasterCard assumed respdibsiioir setting domestic interchange fees in Negaland, which
previously had been set by MasterCard's membendiahinstitutions in New Zealand. In early 2004e tNew Zealand Competition
Commission (the “NZCC”) commenced an investigatitbMasterCard's domestic interchange fees. Mastdr@as cooperated with the NZCC
in its investigation, made a number of submissmrerning its New Zealand domestic interchange &el met with the NZCC on several
occasions to discuss its investigation. In Noven26, the NZCC filed a lawsuit alleging that Ma€tard's (and Visa) domestic interchan
fees do not comply with New Zealand competition,land is seeking penalties. Several large merclsaisequently filed similar lawsuits
seeking damages. A negative decision in these Itswsauld have a significant adverse impact onrévenues of MasterCard’s New Zealand
members and on MasterCard’s overall business in Riealand.
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Other Jurisdictions. In January 2006, a German retailers associéitezha complaint with the Federal Cartel OfficeGermany
concerning MasterCard's (and Visa's) domesticéhtarge fees. The complaint alleges that Master€éadd Visa's) German domestic
interchange fees are not transparent to merchadtsalude so-called "extraneous costs." Master@bed its response to the complaint on
October 4, 2006. MasterCard understands that thergeCartel Office is continuing to review the gaaint. In Spain, the Competition
Tribunal issued a decision in April 2005 denying thterchange fee exemption applications of twthefthree domestic credit and debit card
processing systems, and beginning the processdieeghe exemption it had previously granted totthed such system. The interchange fees
set by these three processors apply to Master@ariVisa) transactions in Spain and, consequevithgterCard appealed its decision. In
addition, the Tribunal expressed views as to thE@piate manner for setting domestic interchargs fvhich, if implemented, would result in
substantial reductions in credit and debit cardritiiange fees in Spain. In December 2005, the psocg agreed to change the manner in v
they set interchange fees, and the new fees weresd by the Spanish competition authorities ondvober 16, 2006. MasterCard is aware
that regulatory authorities and/or central banksertain other jurisdictions including Brazil, Cotbia, Mexico, South Africa, Singapore,
Hungary, Portugal and Switzerland and are reviewllagterCard's and/or its members' interchangedrdfr related practices and may seek
to regulate the establishment of such fees andfdr practices.

Plaintiff Communication

In October 2005, one of the plaintiffs in Master@arantitrust litigations asserted in a written coomication that the damages it believes
it is likely to recover in its lawsuit will exceedasterCard’s capital and ability to pay, and thasirCard has failed to adequately disclose to
public investors in its then proposed IPO, desctiineNote 2, the possibility of substantial damaged judgments against MasterCard in such
lawsuit and the other pending litigations againstskrCard, which the plaintiff asserted are likelye in the billions of dollars before trebling.
The plaintiff also requested that MasterCard nimageish its right to assess its member banks, ktie plaintiff alleged would shift the
liability to public investors, and increase Mastar€s litigation reserves to an appropriate (bugpetified) amount. MasterCard has responded
to this plaintiff indicating that it disagrees withe plaintiff’s characterization of both its lavitsand MasterCard’s financial position following
the closing of the IPO. Contrary to the plaintifflaims, MasterCard also believes that its litigatiisclosure is materially accurate and
complete and in accord with all applicable laws esgllations.

Note 21.Settlement and Travelers Cheque Risk Management

MasterCard International’s rules generally guaranie payment of certain MasterCard, Cirrus andd#tadranded transactions between
its principal members. The term and amount of t&gntee are unlimited. Settlement risk is the sypto members under MasterCard
International’s rules (“Settlement Exposure”), daghe difference in timing between the paymemngeation date and subsequent settlement.
Settlement Exposure is estimated using the avetadyecard charges during the quarter multipliedhoy estimated number of days to settle.
The Company has global risk management policiepaockedures, which include risk standards to peadramework for managing the
Company'’s settlement risk. Membegported transaction data and the transactionintpdata underlying the settlement risk calculatizay be
revised in subsequent reporting periods.

In the event that MasterCard International effecgayment on behalf of a failed member, MasterQatetnational may seek an
assignment of the underlying receivables. Subgeepproval by the Board of Directors, members maghmrged for the amount of any
settlement loss incurred during the ordinary atésiof the Company.
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MasterCard requires certain members that are nmarmpliance with the Company’s risk standards faafat the time of review to post
collateral, typically in the form of letters of clitand bank guarantees. This requirement is basedanagement review of the individual risk
circumstances for each member that is out of campé. In addition to these amounts, MasterCardshatlateral to cover variability and
future growth in member programs. The Company htdds collateral to pay merchants in the event efaihant bank/acquirer failure.

Although it is not contractually obligated under $tlerCard International’s rules to effect such paytsiethe Company may elect to do so to
protect brand integrity. MasterCard monitors itsdit risk portfolio on a regular basis to estimadgéential concentration risks and the adequacy
of collateral on hand. Additionally, from time tone, the Company reviews its risk management metlogy and standards. As such, the
amounts of estimated settlement risk are revisatbasssary.

Estimated Settlement Exposure, and the portioh@flompany’s uncollateralized Settlement ExposordffasterCard-branded
transactions that relates to members that are deantdo be in compliance with, or that are unésiew in connection with, the Company’s
risk management standards, at December 31, wéod@ss:

2006 2005
MasterCard-branded transactions:
Gross Settlement Expost $18,059,69 $15,568,48
Collateral held for Settlement Expost (1,611,53) (1,515,36)
Net uncollateralized Settlement Expos $16,448,15 $14,053,12
Uncollateralized Settlement Exposure attributable & non-compliant members $ 89,31 $ 102,16!
Cirrus and Maestro transactions:
Gross Settlement Expost $ 2,626,99 $ 2,043,88!

Although MasterCard holds collateral at the menibeel, the Cirrus and Maestro estimated SettlerBepbosures are calculated at the
regional level. Therefore, these Settlement Expessare reported on a gross basis, rather tharf netlateral.

Of the total estimated Settlement Exposure undeMasterCard brand, net of collateral, the U.Soanted for approximately 48% and
49% at December 31, 2006 and 2005, respectively.sEsond largest country that accounted for thideBeent Exposure was the United
Kingdom at approximately 11% and 10% at DecembefB@6 and 2005, respectively. Of the total unteiksized Settlement Exposure
attributable to non-compliant members, five membepsesented approximately 60% and 75% at DeceB1he&2006 and 2005, respectively.

MasterCard guarantees the payment of MasterCardibdatravelers cheques in the event of issuer Heféne guarantee estimate is
based on all outstanding MasterCard-branded tresrefeeques, reduced by an actuarial determinafichegues that are not anticipated to be
presented for payment. The term and amount of tlaeagtee are unlimited. MasterCard calculated astirCard-branded travelers cheques
exposure under this guarantee as $690,527 and1$3B4t{ December 31, 2006 and 2005, respectively.r&tuction in travelers cheques
exposure is attributable to a decision by our targest issuers to stop selling MasterCard-brantedues.
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A significant portion of the Company’s travelerseghe risk is concentrated in one MasterCard traveleeque issuer. MasterCard has
obtained an unlimited guarantee estimated at $2538d $762,579 at December 31, 2006 and 200%ctspgly, from a financial institution
that is a member, to cover all of the exposureut§tanding travelers cheques with respect to #sater. In addition, MasterCard has obtained
guarantees estimated at $21,709 and $26,457 atibece31, 2006 and 2005, respectively, from findringtitutions that are members in order
to cover the exposure of outstanding travelers wbgguith respect to another issuer. These guarameents have also been reduced by an
actuarial determination of cheques that are natigpated to be presented for payment.

Based on the Company'’s ability to charge its mesbarsettlement and travelers cheque losses fiibetigeness of the Company’s
global risk management policies and procedurestfatistorically low level of losses that the Canyp has experienced from settlement and
travelers cheques, management believes the prapalfifuture payments for settlement and travetdreque losses in excess of existing
reserves is negligible.

As a result of the IPO and the associated chamgewmership structure and governance, as is destiibNote 2, the Company
reassessed whether it would be necessary to racootligation for the fair value of some or allitsfsettlement and travelers cheque
guarantees and has determined that an obligatmndhot be established.

Note 22.Foreign Exchange Risk Management

The Company enters into forward exchange conttaatsinimize risk associated with anticipated retegnd disbursements which are
either transacted in a non-functional currencyalugd based on a currency other than our functicumaéncies. The Company also enters into
contracts to offset possible changes in value ddereign exchange fluctuations of assets andliiedsi denominated in foreign currencies.
MasterCard’s forward contracts are classified bycfional currency as summarized below:

U.S. Dollar Functional Currency

December 31, 200!

December 31, 200!

Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $34,68( $ 86 $77,55¢ $ 194
Commitments to sell foreign curren 17,26¢ 86 33,35 24t

Euro Functional Currency

December 31, 2006

December 31, 2005

Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $121,35. $(2,317) $217,92¢ $ 927
Commitments to sell foreign curren 45,12 147 39,44¢ (535

Brazilian Real Functional Currency

December 31, 2001

December 31, 200!

Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $10,95¢ $ (84)) $ — $ —
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The currencies underlying the foreign currency famivcontracts consist primarily of euro, U.K. posirsterling, Brazilian real, Australic
dollar, Singapore dollar, Swiss franc and JapagereThe fair value of the foreign currency forwaahtracts generally reflects the estimated
amounts that the Company would receive or (payg pre-tax basis, to terminate the contracts ateperting date based on broker quotes for
the same or similar instruments. The terms of theifin currency forward contracts are generallg tean 18 months. The Company has
deferred $1,526 of net losses and $739 of net gaftes tax, in accumulated other comprehensivermeas of December 31, 2006 and 2005,
respectively, all of which is expected to be resiléed to earnings as the contracts mature to gean economic offset to the earnings impact
of the anticipated cash flows hedged.

The Companys derivative financial instruments are subjectdthizredit and market risk. Credit risk is the rigkoss due to failure of tl
counterparty to perform its obligations in accomamith contractual terms. Market risk is the ptisdrchange in an instrument’s value caused
by fluctuations in interest rates and other vagabklated to currency exchange rates. Credit arletrisk related to derivative instruments
were not material at December 31, 2006 and 20@pgertively.

Generally, the Company does not obtain collatesfated to forward contracts because of the higtitratings of the counterparties,
which are also members of MasterCard Internatiorfa¢. amount of accounting loss the Company wouddriif the counterparties failed to
perform according to the terms of the contractsisconsidered material.

Note 23.Segment Reporting

In accordance with SFAS No. 131, “Disclosures al®egments of an Enterprise and Related InformétiasterCard has one reporte
segment, “Payment Solutions.” All of the Comparstsivities are interrelated, and each activityépehdent upon and supportive of the other.
Accordingly, all significant operating decisiongdrased upon analyses of MasterCard as one ogesafyment. The President and Chief
Executive Officer has been identified as the chdrating decision-maker.

Revenue by geographic market is based on the tocafiour customer that issued the cards whiclganerating the revenue. Revenue
generated in the U.S. was approximately 52.3%,%48d 58.5% of net revenues in 2006, 2005 and 2@8pectively. No individual country,
other than the U.S., generated more than 10% alf tetenues in those periods. MasterCard does awitain or measure long-lived assets by
geographic location.

MasterCard had one customer that generated gtéatel0% of net revenues for the years ended Deze@ih 2006, 2005 and 2004.
This customer is the same customer referenced fe R herein and generated approximately $3598319,018 and $314,349 of net rever
for the years ended December 31, 2006, 2005 ardl, 286pectively.
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Note 24.0ther Income

In September 2005, MasterCard recognized $17,50thier income relating to settlement of a dispita customer business agreement.
Additionally, in the fourth quarter 2005, the Compaecognized $9,000 in other income relating tmgan the sales of two investments in
affiliates.

Note 25.Related Party

Prior to the IPO, the common stock of MasterCambiporated was privately owned by certain custoroétee Company. MasterCard
enters into transactions with its customers inrtbienal course of business and operates a systepayonent processing among its customers.
MasterCard had one customer which owned greatarif® of the Company’s voting stock from JanuargdQ5 through May 31, 2006. As
noted in Note 23 herein, this customer generatpdoxpmately $319,018 of net revenues for the yealed December 31, 2005. In addition,
Company incurred costs of $3,847 for treasury ahdroservices provided by this customer for the yealed December 31, 2005. As of
December 31, 2005, the Company owed $23,112 tatis®mer and the customer owed the Company $6,547.

MasterCard completed a plan for a new ownershipgav@rnance structure during 2006, which involvegta class of the Company’s
stock being traded on a public exchange. Undenéwe ownership and governance structure, Master€gravious stockholders retained a
41% equity interest in the Company through owngrsifiinew non-voting Class B common stock. As altetie customer mentioned above
retained only non-voting Class B common stock alad€M common stock that has no economic rightpbmtides its holders with certain
rights, including the right to approve specifiegrsficant corporate actions and elect up to thifeldasterCard’s directors (but not more than
one quarter of all directors) but is otherwise alsa-voting.
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2006 Quarter Ended

December 3:
March 31 June 30 September 3( . 2006 Total
(Unaudited)
Revenue $738,45! $ 846,48¢ $ 901,96¢ $ 839,16: $3,326,07.
Operating income (los: 182,71: (273,96¢) 274,76( 45,98¢ 229,49!
Net income (loss 126,74« (310,46() 193,00« 40,90: 50,19(
Net income (loss) per share (ba¢ $ .94 $ (2.30 $ 1.4z $ .3C $ .37
Weighted average shares outstanding (basic) 134,96¢ 135,25: 135,68« 135,70( 135,41:
Net income (loss) per share (dilute $ .94 $ (2.30 $ 1.4z $ .3C $ 37
Weighted average shares outstanding (diltied) 134,96 135,25 136,13¢ 136,46: 135,77¢
2005 Quarter Ended
December 3:
March 31 June 30 September 3( 1 2005 Total
(Unaudited)
Revenue $658,23! $ 771,86° $ 791,60! $ 715,91¢ $2,937,62!
Operating income (los 151,518 192,43t 147,89: (98,659 393,18«
Net income (loss 93,29 120,24t 106,08! (52,909 266,71¢
Net income (loss) per share (ba? $ .6¢ $ .8¢ $ 79 $ (-39 $ 1.9¢
Weighted average shares outstanding (basic) 134,96 134,96 134,96¢ 134,96¢ 134,96¢
Net income (loss) per share (dilute $ .6¢ $ .8¢ $ .79 $ (.39 $ 1.9¢
Weighted average shares outstanding (diluted) 134,96¢ 134,96¢ 134,96¢ 134,96¢ 134,96¢

1 Portions of our business are seasonal. Our gressue is favorably affected by progressively inseghcard purchasing volume through
the year, particularly in the fourth quarter durthg holiday shopping period. However, customerraetdchant incentives, which are
recorded as contra-revenue, and advertising, hopidamotions and incentives also increase corredipgly, generally causing our
profitability to decline in the fourth quarte

2 As more fully described in Note 2 to the Consatiél Financial Statements included herein, in cotore with the ownership and
governance transactions, we reclassified all ofagoroximately 100,000 outstanding shares of exgdfilass A redeemable common stock
so that our previous stockholders received 1.3%shaf our Class B common stock for each shardadsCA redeemable common stock that
they held prior to the reclassification and a stngfiare of our Class M common stock. Accordindigrss and per share data were
retroactively restated in the financial statemenissequent to the reclassification to reflect dwassification as if it were effective at the
start of the first period being presented in timaficial statement

Iltem 9. Changes in and Disagreements with AccountantsAxcounting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedu

MasterCard Incorporated’s management, includingPtfesident and Chief Executive Officer and Chiefaficial Officer, carried out an
evaluation of the Company’s disclosure controls pirmtedures (as defined in
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Rule 13a-15(e) under the Securities Exchange AtB8#, as amended) as of the end of the periodredu®y this Report. Based on that
evaluation, the Company’s President and Chief Exee®fficer and Chief Financial Officer concluddtht MasterCard Incorporated had
effective disclosure controls and procedures forg@ording, processing, summarizing and repoiitifgymation that is required to be disclosed
in its reports under the Securities Exchange Adt3¥4, as amended, within the time periods spekifiehe Securities and Exchange
Commission’s rules and forms and (ii) ensuring thdrmation required to be disclosed in such rép@ accumulated and communicated to
MasterCard Incorporatesimanagement, including its President and Chietixee Officer and Chief Financial Officer, as appriate to allov
timely decisions regarding disclosure.

Changes in Internal Control over Financial Repogin

In addition, MasterCard Incorporated’s managemssessed the effectiveness of MasterCard’s inteordtol over financial reporting as
of December 31, 2006. In a report included in I&of this Report, management concluded that baséts assessment, MasterCard’s internal
control over financial reporting was effective dPecember 31, 2006. The attestation report ofdvaterhouseCoopers LLP, our independent
registered public accounting firm, is also includedtem 8 of this Report.

There was no change in MasterCard’s internal cootrer financial reporting that occurred during theee months ended December 31,
2006 that has materially affected, or is reasonhbkdyy to materially affect, MasterCard’s interraintrol over financial reporting.

Iltem 9B. Other Information

On January 23, 2006, the Company filed a CurrepbRen Form 8-K (File No. 0080250) to announce approval of performance ta
for cash bonus awards to named executive officerthe year ended December 31, 2006 under its SErgxutive Annual Incentive
Compensation Plan ("SEAICP"), listing the targetwal incentive as a percentage of base salaryafdr eamed executive officer. On
February 27, 2007, the Human Resources and Compam&ommittee of the Company's Board of Directoig,unanimous written consent,
approved payouts under the SEAICP in respect 06 208uch named executive officers. These payoetse Wwased upon individual and
Company performance and are consistent with tmestef the SEAICP. Specifically, Messrs. Selandeyét, McWilton and Hanft were
awarded 333.3%, 173.3%, 180.0% and 177.8% of Hzse salaries, respectively.

On February 6, 2007, the Company’s board of dirsctdet June 7, 2007 as the date for the 2007 anmerting of stockholders (the
“Annual Meeting”). The Company had previously das®d in its proxy statement for its 2006 annualtmgeof stockholders (the “2006 Proxy
Statement”) that under SEC regulations stockhgbdeposals would have to be received by the Companster than February 16, 2007 for
inclusion in the proxy statement for the Annual Kileg: In addition, the 2006 Proxy Statement alstest that pursuant to the Company’s
bylaws, proposals and nominations that were ndtidted in the proxy materials for the Annual Meetiregl to be received by the Secretary of
the Company no later than April 19, 2007 and néiexathan March 20, 2007 for consideration at thedal Meeting.

Because the date of the Annual Meeting has beeanaéd by more than 20 days from the date of thepaogis 2006 annual meeting of
stockholders, the Company’s bylaws (and SEC reiguis} require that all stockholders who intend tesent proposals for inclusion in the
proxy materials to be distributed in connectionvtlie Annual Meeting and for consideration at tmmal Meeting must submit their
proposals to the Secretary on or before March 07 28Il stockholder proposals should be markedtfierattention of the Secretary, Master(
Incorporated, 2000 Purchase Street, Purchase, Nelv M0577.
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On February 23, 2007, the Company, in the ordicaryse of business, issued 44 shares of its Classnvinon stock to new principal
members of MasterCard International, which wasetffsy the retirement of 8 shares of Class M comstook due to the terminations of
principal members, pursuant to the amended andtestertificate of incorporation of the Comparhe(tCharter”). In the aggregate, these
issuances of new shares of Class M common stook mere than one percent of the total number ofeshaf Class M common stock
outstanding. Pursuant to Article IV, Section 4.3@&}he Charter, the Company issues a share osGllasommon stock upon each principal
member of MasterCard International becoming a merabd executing a license agreement with Master@daednational. The shares of Class
M common stock were issued in reliance upon thengtien from registration contained in Section 4¢2}he Securities Act of 1933, as
amended, on the basis that the transaction, tharisg of a share upon the issuance of a licerg@odiinvolve any public offering.
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PART IlI

Iltem 10. Directors and Executive Officers of the Registrant

The information required by this Item with respecbur directors and executive officers, code bfast, procedures for recommending
nominees and audit committee appear in our defajroxy statement to be filed with the SEC andveéetd to stockholders in connection w
the Annual Meeting of Stockholders to be held omeJd, 2007 (the “Proxy Statement”).

The information regarding compliance with Secti@fa) of the Exchange Act also appears in the P8iatement.

The aforementioned sections of the Proxy Statemenincorporated by reference into this Report.

ltem 11. Executive Compensation

The information required by this Item with respecexecutive officer and director compensation ajppé the Proxy Statement and is
incorporated by reference into this Report.

ltem 12. Security Ownership of Certain Beneficial Owners aibBnagement and Related Stockholder Matters

The information required by this Item with respecsecurity ownership of certain beneficial ownansl management equity and
compensation plans appear in the Proxy Statemehisancorporated by reference into this Report.

Iltem 13. Certain Relationships and Related Transactions

The information required by this Item with respctransactions with related persons, the revigpraval or ratification of such
transactions and director independence appeaeiRithixy Statement and is incorporated by referamoehis Report.

Item 14. Principal Accountant Fees and Services

The information required by this Item with resperauditors’ services and fees appears in the P&tatement and is incorporated by
reference into this Report.

PART IV

Item 15. Exhibits and Financial Statement Schedules
(&) The following documents are filed as part @ fReport:
1. Consolidated Financial Statements
See Index to Consolidated Financial Statement®in B of this Report.
2. Consolidated Financial Statement Schedules
None.

3. The following exhibits are filed as part of titeport or, where indicated, were previously fitgd are hereby incorporated by
reference:

Refer to the Exhibit Index herein.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this Annual
Report on Form 10-K to be signed on its behalfi®yundersigned, thereunto duly authorized.

MASTERCARD INCORPORATED
(Registrant)

Date: February 28, 2007 By: /s/ ROBERTW. SELANDER
Robert W. Selander

President and Chief Executive Officel
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exa@nge Act of 1934, this report has been signed beldw the following persons ol
behalf of the registrant and in the capacities anan the dates indicated:

Date: February 28, 2007 /s/ ROBERTW. SELANDER
Robert W. Selander

President and Chief Executive Officer; Director
(Principal Executive Officer)

Date: February 28, 2007 /sl CHRISA. M cW ILTON
Chris A. McWilton
Chief Financial Officer
(Principal Financial Officer)
Date: February 28, 20( /s/ TARAM AGUIRE
Tara Maguire
Corporate Controller
(Principal Accounting Officer)
Date: February 28, 20( /'s/ M ANOEL L uiz F ERRAO DEA MORIM
Manoel Luiz Ferrdo de Amorim
Director
Date: February 28, 20( /s/ DAavib R. CARLUCCI
David R. Carlucci
Director
Date: February 28, 2007 /'s/ STEVENF REIBERG
Steven Freiberg
Director
Date: February 28, 2007 /s/ BERNARDS.Y. FUNG
Bernard S.Y. Fung
Director
Date: February 28, 2007 /'s/ RICHARD H AYTHORNTHWAITE

Richard Haythornthwaite
Chairman of the Board; Director
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Date: February 28, 20(

Date: February 28, 20(

Date: February 28, 20(

Date: February 28, 2007

Date: February 28, 2007

Date: February 28, 2007
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/sl NANcy J. KARCH

Nancy J. Karch

Director

/s/ NorwmANC. M cL UsSKIE

Norman C. McLuskie
Director

/sl MARCO LIVIE

Marc Olivié
Director

/sl M ARK S CHWARTZ

Mark Schwartz
Director

/s/ TaANTEONGH EAN

Tan Teong Hean
Director

/s/ EDWARD SUNING T IAN

Edward Suning Tian
Director
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3.1(b
3.2(a

3.2(b

4.1

4.2

10.1

10.2

10.3

10.4

EXHIBIT INDEX

Exhibit Description
Amended and Restated Certificate of IncorporatioklasterCard Incorporated (incorporated by refeeeiocExhibit 3.1 (a) to tt
Compan’s Quarterly Report on Form -Q filed August 2, 2006 (File No. 0-32877)).

Amended and Restated Bylaws of MasterCard Incotpdr@ncorporated by reference to Exhibit 3.1 (blPte-Effective
Amendment No. 1 to the Comp¢'s Registration Statement on Fori-1 filed November 14, 2005 (File No. &-128337)).

Amended and Restated Certificate of IncorporatioMasterCard International Incorporated (incorpedaby reference to Exhil
3.2 (a) to the Compa’s Quarterly Report on Form -Q filed August 2, 2006 (File No. 0-32877)).

Amended and Restated Bylaws of MasterCard Inteynatiincorporatec

Form of MasterCard International Incorporated N@techase Agreement, dated as of June 30, 1998dneg&80,000,000 of
6.67% Subordinated Notes due June 30, 2008 (incatgub by reference to Exhibit 4 to Pre-Effective @&mment No. 2 to the
Compan'’s Registration Statement on For-4 filed November 9, 2001 (No. 3-67544)).

Amendment to MasterCard International Incorporddete Purchase Agreement, dated August 4, 2004¢diege$80,000,000 ¢
6.67% Subordinated Notes due June 30, 2008 (incatgub by reference to Exhibit 4.1 to the Compamieéport on Form 10-Q
filed November 9, 2004 (No. 0-50250)).

Settlement Agreement, dated as of June 4, 2008¢gkatMasterCard International Incorporated andhBfts in the class action
litigation entitled In Re Visa Check/MasterMoneythust Litigation (incorporated by reference totibit 10.1 to the
Compan’s Quarterly Report on Form -Q filed August 8, 2003 (No. 0-50250)).

$2,500,000,000 Credit Agreement, dated as of A&il2006, among MasterCard Incorporated, Master@aednationa

Incorporated, the several lenders, Citigroup Gldatkets Inc., as sole lead arranger and sole bubkager, Citibank N.A., as
co-administrative agent, JPMorgan Chase Bank, BisAco-administrative agent, and J.P. Morgan Séesifitc., as co-arranger
(incorporated by reference to Exhibit 10.1 to tlerpanys Quarterly Report on Form -Q filed May 2, 2006 (No. 0(-50250)).

Lease, dated as of August 31, 1999, between Maatérn@ternational " Fallon 1999 Trust and MasterCard Internatic
Incorporated, relating to $149,380,000 7.36% SeXi€&enior Secured Notes due September 1, 2009 efdviaard International
O’Fallon 1999 Trust and up to $5,000,000 Serie®Bi& Secured Notes due September 1, 2009 of Mzatérinternational
O’Fallon 1999 Trust (incorporated by reference xtiBit 10.3 to Pre-Effective Amendment No. 2 to @empany’s Registration
Statement on Form-4 filed November 9, 2001 (No. 3-67544)).

Guarantee, dated as of August 31, 1999, made byek@eard International Incorporated in favor of 8t8treet Bank and Trust
Company of Missouri, N.A., as Indenture Trusteetfar Noteholders under the Indenture, dated asuguét 31, 1999 between
MasterCard International O’Fallon 1999 Trust arel ittdenture Trustee (incorporated by referencextatit 10.4 to Pre-
Effective Amendment No. 2 to the Comp/s Registration Statement on For-4 filed November 9, 2001 (No. 3-67544)).
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10.4.1 First Amendment To Guarantee, dated as of Nove@®e2004, between MasterCard International Incafsat, MasterCard
Incorporated and UMB Bank & Trust, N.A. (incorpadtby reference to Exhibit 10.4.1 to the Compadyisual Report on Form
10-K filed March 2, 2005 (No. 0(-50250)).

10.5 Indenture, dated as of August 31, 1999, from M¢ Fallon 1999 Trust to State Street Bank and Trush@any of Missouri, N.A.
relating to the MasterCard Winghaven facility (ingorated by reference to Exhibit 10.3 to the Comyfm@Quarterly Report on
Form 1(-Q filed August 8, 2003 (No. 0-50250)).

10.6 Lease, dated as of April 1, 2003, between Mastet@Gaernational, LLC and City of Kansas City, Missorelating to the Kansas
City facility (incorporated by reference to Exhitiid.4 to the Company’s Quarterly Report on FornQlfited August 8, 2003 (No.
00C-50250)).

10.7* Agreement, dated as of January 1, 2004, by and gi@sterCard International Incorporated, Citibadk., et al. (incorporated t
reference to Exhibit 10.2 to the Comp’s Report on Form -Q filed August 5, 2004 (No. 0-50250)).

10.7.1*  MasterCard InternationalGitibank, N.A Agreement, dated December 31, 20@#vben MasterCard International Incorporated
Citibank, N.A. (incorporated by reference to Exhit0.7.1 to the Company’s Annual Report on FornKifiled March 2, 2005
(No. 00(-50250)).

10.8* Master Agreement, dated as of February 8, 200%;d®st MasterCard International Incorporated and YgktoChase Ban!
National Association (incorporated by referenc&xdibit 10.1 to the Compa’'s Quarterly Report on Form 1Q-filed May 9, 200¢
(No. 00(-50250)).

10.9 Employment Agreement between MasterCard Internatitmtorporated and Robert W. Selander (incorpdratereference to
Exhibit 10.7 to Pre-Effective Amendment No. 2 te thompany’s Registration Statement on Form S-d flevember 9, 2001 (No.
33:-67544)).

10.9.1 Addendum to the Employment Agreement between M@siter International Incorporated and Robert W. Stdandated Februal
28, 2005 (incorporated by reference to Exhibit 1Dt8 the Company’s Annual Report on Form 10-KdiMarch 2, 2005 (No. 000-
50250)).

10.10 Form of Employment Agreement between MasterCaretrirational Incorporated and Executive Officers othan the President a
Chief Executive Officer (incorporated by referemad=xhibit 10.7 to the Company’s Annual Report anrf 10-K filed March 7,
2003 (No. 33-67544)).

10.10.1 Letter from MasterCard International Incorporated\tan J. Heuer, dated March 22, 20

10.11 MasterCard International Incorporated Executiveehiiive Plan as Amended and Restated Effective #@ai2004 (incorporate
by reference to Exhibit 10.11 to the Comp’s Annual Report on Form -K filed March 4, 2004 (No. 0(-50250)).

10.12 MasterCard International Incorporated Supplemefxaicutive Retirement Plan (incorporated by refeeeincExhibit 10.10 to Pre-
Effective Amendment No. 2 to the Comp’s Registration Statement on Fori-4 filed November 9, 2001 (No. 3-67544)).

10.12.1 Amendment to the MasterCard International Incorfeat&Supplemental Executive Retirement Plan effeaiv of January 1, 2005
(incorporated by reference to Exhibit 10.12.1 t® @ompany’s Annual Report on Form 10-K filed Malfdh 2006 (No. 000-
50250)).

10.13 MasterCard International Incorporated Value Appgon Program (incorporated by reference to Exi9Bitl to the Compar's
Current Report on Formr-K filed November 19, 2004 (No. 0-50250)).

10.14 MasterCard International Incorporated Annual Intsen€ompensation Plan (AICP), as amended and esgkteffective January 1,

2005 (incorporated by reference to Exhibit 10.1thesCompany’s Annual Report on Form 10-K filed dtag, 2005 (No. 000-
50250)).
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10.15 MasterCard International Incorporated Annuity BoRuggram: Statement of Company Payroll and Proesdas amended and
restated January 1, 2005 with amendments througkrbieer 1, 2005 (incorporated by reference to Ekiidil5 to the Company’
Annual Report on Form -K filed March 16, 2006 (No. 0(-50250)).

10.16 MasterCard International Incorporated Deferral Péamended and restated January 1, 2003 (inedepldoy reference |
Exhibit 10.16 to the Compa’s Annual Report on Form -K filed March 2, 2005 (No. 0(-50250)).

10.17 Schedule of No-Employee Director Annual Compensation (incorporated by referencextuliit 10.3 to the Compar's
Quarterly Report on Form -Q filed August 2, 2006 (File No. 0-32877)).

10.18 Change-in-Control Agreement between MasterCardnat®nal Incorporated and Robert W. Selander (ipo@ted by reference
to Exhibit 10.11 to Pre-Effective Amendment NooZte Company’s Registration Statement on Fornfifd November 9, 2001
(No. 33:-67544)).

10.19 Form of Chang-in-Control Agreement between MasterCard Internatitmadrporated and Executive Officers other than
President and Chief Executive Officer (incorpordigdeference to Exhibit 10.11 to the Company’s dalrkReport on Form 10-K
filed March 7, 2003 (No. 3:-67544)).

10.20 Euro 100,000,000 Multi-Currency Overdraft Faciltgreement, dated as of September 30, 2002, betiasterCard Europe sprl
and HSBC Bank plc (incorporated by reference toiliikh0.1 to the Company’s Quarterly Report on FAi®AQ filed November
14, 2002 (No. 33-67544)).

10.21 MasterCard International Incorporated Senior ExgeutAnnual Incentive Compensation Plan, effectigauhry 1, 200!
(incorporated by reference to Exhibit 10.2 to trepany’s Quarterly Report on Form 10-Q filed Augise005 (No. 000-
50250)).

10.22 MasterCard International Incorporated Senior Exgeuncentive Plan, effective January 1, 2005 (mpooated by reference to
Exhibit 10.3 to the Compa’s Quarterly Report on Form -Q filed August 4, 2005 (No. 0-50250)).

10.23 Form of MasterCard Incorporated 2006 Long Term tige Plan (incorporated by reference to Exhibi2BXo Pr-Effective
Amendment No. 1 to the Compé's Registration Statement on Fori-1 filed November 14, 2005 (No. 3-128337)).

10.24* Consumer Cards Incentive Agreement, dated ApriRD®5, between MasterCard International Incorparated MBNA Americe
Bank, N.A. (incorporated by reference to Exhibit2dDto Pre-Effective Amendment No. 1 to the CompaRegistration
Statement on Form-1 filed November 14, 2005 (No. 3-128337)).

10.25* Member Business Agreement, dated July 1, 2003nbybatween MasterCard International IncorporatesB@ Bank USA and
HSBC Bank Nevada, N.A., as successor to Househafhk BSB), N.A. (incorporated by reference to Exhill.25 to Preffective
Amendment No. 8 to the Compé's Registration Statement on Forr-1 filed May 23, 2006 (No. 3:-128337)).

10.26** Amendment to Member Business Agreement by and leegtwiasterCard International Incorporated and HSB@KBUSA and
Household Bank (SB), N.A. dated December 27, 2

10.27 Form of Indemnification Agreement between Masteddacorporated and each of its directors (incorfeatdy reference to
Exhibit 10.2 to the Compa’s Quarterly Report on Form -Q filed May 2, 2006 (No. 0(-50250)).

10.28 Form of Indemnification Agreement between Masteddacorporated and each of its director nominessofiporated by referen

to Exhibit 10.3 to the Compa’s Quarterly Report on Form -Q filed May 2, 2006 (No. 0(-50250)).
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10.29** Amended and Restated Customer Business Agreenaatl BDecember 27, 2006, between MasterCard Inten@dtincorporated
and Bank of America, N.A

10.30 Deed of Gift between MasterCard Incorporated anel MiasterCard Foundation (incorporated by referém¢exhibit 10.28 to Pre-
Effective Amendment No. 5 to the Comp’s Registration Statement on Fori-1 filed May 3, 2006 (No. 3:-128337)).

10.31 Form of Restricted Stock Unit Agreement for awardder 2006 Long Term Incentive Plan (incorporatgddierence to Exhib
10.2 to the Compar's Current Report on Forn-K filed February 2, 2007 (File No. 0-32877)).

10.32 Form of Stock Option Agreement for awards under&206ng Term Incentive Plan (incorporated by refeseto Exhibit 10.3 t
the Compan’'s Current Report on Forn-K filed February 2, 2007 (File No. 0-32877)).

10.33 2006 Noi-Employee Director Equity Compensation Plan (incoaped by reference to Exhibit 10.6 to the Comy's Quarterly
Report on Form 1-Q filed August 2, 2006 (File No. 0-32877)).

10.34 Stipulation and Agreement of Settlement, dated 20ly2006, between MasterCard Incorporated, theraédefendants and the
plaintiffs in the consolidated federal class actmnsuit titled In re Foreign Currency ConversiaeFAntitrust Litigation (MDL
1409), and the California state court action titBahwartz v. Visa Int’l Corp., et al. (incorporateyl reference to Exhibit 10.1 to
the Compan’'s Quarterly Report on Form -Q filed November 1, 2006 (File No. C-32877)).

10.35 Form of Deferred Stock Unit Agreement for awarddem2006 Non-Employee Director Equity Compensaitan (incorporated
by reference to Exhibit 10.2 to the Comp’s Quarterly Report on Form -Q filed November 1, 2006 (File No. C-32877)).

10.36 Form of Performance Unit Agreement for awards urd@$6 Long Term Incentive Plan (incorporated bgrefice to Exhibit 10.1
to the Compar’s Current Report on Forn-K filed February 2, 2007 (File No. 0-32877)).

18.1 Letter re change in accounting principles by PriaeshouseCoopers LLP dated May 8, 2003 (incorpdiayereference to Exhib
18.1 to the Compar's Quarterly Report on Form -Q filed May 14, 2003 (No. 0(-50250)).

21 List of Subsidiaries of MasterCard Incorporat

23.1 Consent of PricewaterhouseCoopers L

311 Certification of Robert W. Selander, President &hief Executive Officer, pursuant to Rule 13a-14(5)-14(a), as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 2002

31.2 Certification of Chris A. McWilton, Chief Financi@fficer, pursuant to Rule 1-14(a)/15+-14(a), as adopted pursuant to Sec
302 of the Sarban-Oxley Act of 2002

32.1 Certification of Robert W. Selander, President &hikef Executive Officer, pursuant to 18 U.S.C. 8ettl350, as adopte
pursuant to Section 906 of the Sarb-Oxley Act of 2002

32.2 Certification of Chris A. McWilton, Chief Financi@fficer, pursuant to 18 U.S.C. Section 1350, aspetl pursuant to Section

906 of the Sarban-Oxley Act of 2002

* Exhibit omits certain information that has beerdikseparately with the Securities and Exchange Gssion and has been gran
confidential treatmen

**  The Company has applied for confidential treatrnef portions of these exhibits. Accordingly, ponis have been omitted and filed
separately with the Securities and Exchange Conionis
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Exhibit 3.2(b)
Bylaws
Preamble

AMENDED AND RESTATED BYLAWS OF MASTERCARD INTERNATI ONAL
INCORPORATED (the “Corporation”)

PREAMBLE
The purposes for which this Corporation is formedlisinclude the following:

Hw DN R

To facilitate the interchange of payment privilegesan international basis and provide servicessipport Member payment activitie
To facilitate the entry into and participation iaynents activity by Member

To promote the development of sound practicesérofieration of the activities of Members by esgdtitig high standard

To generate revenue for Members while managingaigkenhancing the reputation of the Ma



Bylaws
Article |— Board of Directors

ARTICLE |I—BOARD OF DIRECTORS

Sec. 1.

Sec. 2.

Sec. 3

Sec. 4.

Sec. 5.

Sec. 6.

Sec. 7.

Powers. The business of this Corporation shall be maddxy the Board of Directors, which may exercis@fihe powers of th
Corporation and do all lawful acts and things a&sraot (i) by statute, the Certificate of Incorpaat or these Bylaws directed or
required to be exercised or done by the membe(i§ specifically delegated as provided in the Bytaof this Corporatior

Election; Vacancies; Term of Office. Subject to this Corporati’s Certificate of Incorporation, the directors astlEorporatior
shall be elected by the Class B Member at the dnmeating of member:

Number.  The authorized number of directors constitutimg entire Board of Directors shall be equal tchsoumber of director
as are authorized to constitute the entire Boaigctors of the Class B Memb

Compensation of Directors. Directors shall receive such compensation fiiois1Corporation as the Board of Directors may fi
time to time establist

Quorum. A majority of the total number of directors thia office (but not less than c-third of the number of directo
constituting the entire Board of Directors) shalhstitute a quorum for the transaction of businpssyided, that a quorum shall not
be constituted unless directors who are neithessl4 Directors (as defined in the Amended and Redt@ertificate of
Incorporation of the Class B Member) nor officefshee Corporation or the Class B Member represenggority of the directors
present. Except as otherwise provided by law, theifiate of Incorporation of the Corporation bese Bylaws, the act of a
majority of the directors present at any meeting/faich there is a quorum shall be the act of tharB@f Directors

Procedure. The order of business and all other mattegraéedure at every meeting of the Board of Directoay be determint
by the presiding officel

Meetings of the Board of Directors.

(& A meeting of the Board of Directors shall be helticiwing the annual meeting of members. If the rimgeis held at the pla
of the annual meeting of members, then no notidd@Mmeeting need be given to the newly-electesttbrs. If the first
meeting is not held at that time and place, thehall be held at a time and place specified int&ca given in the manner
provided for notice of special meetings of the Bai Directors as set forth in Section 7(c) of tARTICLE I.

(b) Regular meetings of the Board of Directors rhayheld upon such notice, or without notice, ahdiroes and at such places
within or outside of the State of Delaware as stiath time to time be determined by the Board afebfors.

()  Special meetings of the Board of Directors, whetbdye held in person or by telephone or other camoations equipmen
may be called by the Chairman of the Board of Daescor the President and Chief Executive Offiaeiableast five days’
notice to each Director and shall be called byGhairman or the President and Chief Executive @ffigoon the written
request of not less than one-third of the entirarB®f Directors; provided, however, that any nmegetialled to consider a
matter that requires the immediate action of tharBof Directors and that does not require the agrof greater than a
simple majority of the Directors may be called éoteast twent-four hour! notice.

(d)  Whenever notice of a meeting of the Board aEBlors is required, the notice shall be giverhmanner set forth in
Section 7(e) of this ARTICLE | and shall state thepose or purposes, place, date and hour of tle¢imge



Bylaws
Article |— Board of Directors

()  Any notice to a director may be given persondly telephone, by mail, courier, facsimile traission, telex, telegraph,
cable or similar instrumentality or electronic tsarission to such director’s residence or usualeptddusiness. A notice
shall be deemed given when actually given in pesduy telephone; when transmitted by a legiblagmaission, if given by
facsimile transmission; when transmitted, answeklvaceived, if given by telex; on the day when iled to a cable or
similar communications company; three business dégs delivery to a courier service; or on théhfibusiness day after the
day when deposited with the United States mailiggesprepaid, directed to the director at his essraddress, facsimile
number, electronic mail address or telex numbet auch other address, facsimile number, electroiit address or telex
number as the director may have designated togheefary in writing as the address or number tatvhiotices should be
sent. Notice given by any form of electronic traission shall be deemed given when directed to itteetdr.

® Any director may waive notice of any meetingdigning a written waiver or by electronic transsios, whether before or
after the meeting. In addition, attendance at atimgshall be deemed a waiver of notice unlesglirextor attends for the
purpose, expressed to the meeting at its commemteofebjecting to the transaction of any businessause the meeting
not lawfully called or convene:

Sec. 8  Approval of Indebtedness. This Corporation may incur or guarantee angbtddness for money borrowed only with the p
approval of, or pursuant to a written policy estti#d by, or pursuant to a delegation by the Bo&iirectors.

Sec. 9 Meetings by Conference Telephone Directors, and directors serving on committefethe Board of Directors, may participate in
a meeting of the Board, or in a meeting of a cortaibf the Board, by means of conference telepbon¢her communications
equipment by means of which all persons particiyggitn the meeting can hear each other. Such gaation shall constitute
presence in person at that meeting for the purpbsenstituting a quorum and for all other purpodéee place of any meeting held
pursuant to this Section 9 shall be deemed to deltce stated in the notice thereof so long #ésaat one director or, as the case
may be, one committee person, is present at thaeplt the time of that meetir

Sec. 10 Action Without a Meeting.  Any action required or permitted to be takearat meeting of the Board of Directors, or of
committee thereof, may be taken without a meefiad) members of the Board or of the committeehaf Board, as the case may
who are entitled to vote, consent thereto in wgitimcluding by electronic transmission), and théing or writings are filed with
the minutes of proceedings of the Board or of twmmittee

Sec. 11 European Board. Subject in all respects to paragraph (B) ofti8a®.7 of the Amended and Restated Certificatenodrporatior
of the Class B Member, the Corporation’s operatiarisurope in respect of (1) review of applicatidosMembership; (2) fines;
(3) intraregional operating rules; (4) assessmaniisfees to the extent that such assessmentsesddenot have an exclusionary
effect; (5) intraregional product and enhancementtbpment to the extent that the developmengiiies do not relate to
competitively sensitive matters; (6) annual expdnsgget; (7) surplus funds; and (8) affinity andozanding rules shall be
managed by or under the direction of the Europeaard(as defined in the Amended and Restated {Cat&fof Incorporation of
the Class B Member) of the Class B Member; provitiedvever, that with respect to the matters listeclauses (1)—(4) above,
such authority shall only be exercised subjectuidglines established by the Board of DirectorthefClass B Member from time
time.



Bylaws
Article Il— Officers

ARTICLE II—OFFICERS

Sec. 1.

Sec. 2.

Sec. 3

Election and Appointment.  The Board of Directors shall, annually at itstfmeeting following the annual meeting of
stockholders, elect a President and Chief Exec@ifieer and a Secretary; and the Board of Directony at that meeting, and
thereafter, elect a Chief Operating Officer, a Brear and such other officers as it may from timérhe deem advisable. Except as
prohibited by law, any two or more offices may ledhby the same persc

(@  The President and Chief Executive Officel. The Corporation shall have a President who sif&ll be the Chief Executi
Officer of the Corporation. The President shalldhgeneral overall supervision of all business ef@worporation and shall
have such powers and duties as usually pertaindo sffice or as may be assigned to him by the 8oé&Directors. In the
absence of the Chairman, the President shall perfioe duties and exercise the powers of the Chaimh¢éhe Board of
Directors.

(b)  The Chief Operating Officer. The Corporation may have a Chief Operatingd®ffwho shall be elected by the Board of
Directors. The Chief Operating Officer shall repdirectly to the President and Chief Executive @ffiand shall have such
responsibilities as shall be assigned from timénte by the President and Chief Executive Offi

()  The Treasurer. The Corporation may have a Treasurer who &igadllected by the Board of Directors. The Treasshall
have the care and custody of all moneys and se=udf the Corporation. S/he shall cause to beredti@ records to be kept
for that purpose full and accurate accounts ofmalheys received by her/him and paid by her/himamoant of the
Corporation. S/he shall make and sign such repstdagements and documents as may be required hirhef the Board of
Directors or by the laws of the United States,3tete of Delaware or any other state or countrgl,sdrall perform such oth
duties as usually pertain to such office or as bmgssigned to him/her by the Board of Directole Treasurer shall be
bonded in the manner and amount prescribed by ¢laedBof Directors. The reports and records of ttea3urer shall be
audited as of the end of each fiscal year anddt ether times as the Board of Directors may dibgdndependent certified
public accountants selected by the Board of Dimsoto by a committee designated by the ChairmaheBoard of
Directors with the approval of the Board of Direrst

(d)  The Secretary. The Corporation shall have a Secretary whdl beeelected by the Board of Directors. The Seggeshall
issue notices of meetings of members and noticeseetings of the Board of Directors when any sustice is required by
law or by these Bylaws. The Secretary shall atehoheetings of the members and meetings of thedofDirectors and
keep the minutes thereof. S/he shall affix the Gmpon’s seal to such instruments as require ¢la¢ @and shall perform such
other duties as usually pertain to such officesomay be assigned to her/him by the Board of Darsabr as may otherwise
be provided for in these Bylaw

Term of Office.  Each officer shall be elected by the Board wé€tors and shall hold office until the earlieésach individue’'s
death, resignation, removal or the first meetinghefBoard of Directors following the next annuadeting of stockholders. Any
officer may be removed at any time, either witlwithout cause, by the Board of Directors. If anficef becomes vacant for any
reason, the vacancy may be filled by the Boardioéddors.

Resignations. Any officer may resign at any time by givingittegn notice to the Board of Directors or to thestdent and Chie
Executive Officer. Such resignation shall take effat the time specified in the notice or, if noeiis specified, at the time of rece
of the notice, and the acceptance of such resmmatiall not be necessary to make it effect
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Article Il— Officers

Sec. 4.

Sec. 5.

Sec. 6.

Security. The Corporation may secure the fidelity of anyll of its officers or agents by bond or othessiln addition, the
Board of Directors may require any officer, agemémployee to give security for the faithful perfance of his dutie:

Temporary Transfer of Powers and Duties In the event of an absence or illness of afigexf, or for any other reason that the
Board of Directors or the President and Chief ExigelOfficer may deem sufficient, the Board of Qiters or the President and
Chief Executive Officer may temporarily assign pgovers and duties of that officer to any otheragffior to any Directol

Compensation. The compensation of the elected officers dhallixed by the Board of Directors or a committeereof. The
compensation of other employees of the Corporatiwil be fixed by the President and Chief Execuf¥icer (subject to the
oversight of the Board of Directors). All employieeentive programs shall be approved by the Bo&directors or a committee
thereof.
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Article lll— Committees

ARTICLE lIIl—COMMITTEES

Sec. 1  Directors’ Committees. The Board of Directors may designate from amitsmignembers an Executive Committee, Audit
Committee, Compensation Committee and other coreestto serve at the pleasure of the Board of [irectf the Board of
Directors designates an Executive Committee, AQdinmittee or Compensation Committee, and thergseaisorresponding
committee of the Class B Member, such committed bhge the same members as, and authorities sitoiléhe corresponding
committee of the Class B Member. Any other comragtdo the extent formed, shall have such authastthe Board of Directors
grants them. The Board of Directors shall have pat@ny time to change the membership of any cdtees, to fill vacancies in
their membership and to discharge any commiti

Sec. 2. Procedures. Each directors’ committee shall keep regularutes of its proceedings and report to the Boamdidctors as and
when the Board of Directors shall require. UnléssBoard of Directors otherwise provides, notiguieements for meetings of
committees shall be the same as notice requiren@niseetings of the Board of Directors. UnlessBoard of Directors otherwise
provides, either directly or by approval of a ckadr similar instrument establishing the manneslich a directors’ committee
shall act, a majority of the members of any diretoommittee may determine its actions and theguares to be followed at its
meetings (which may include a procedure for pgréithg in meetings by conference telephone or aincibmmunications
equipment by which all persons participating in tieeting can hear each othe

Sec. 3 Notice of Directors’ Committees Meetings Unless the Board of Directors directs otherywissice requirements for meetings of
directors’ committees shall be the same as no#iqgairements for meetings of the Board of Directset forth in Article |,
Sections 7 and ¢

Sec. 4. Advisory Committees. The President and Chief Executive Officer mpyaint representatives of the Members and/or stioér
persons as he determines advisable to one or meigoay committees to consider matters pertaininthe Corporation and
Membership activities such as, by way of exampk rawt limitation, Membership activities in regiomsuntries or other geograp
areas and security. Each person appointed to ascgycommittee shall serve as a member of sucddaisory committee at the
pleasure of the Preside
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ARTICLE IV—MEETINGS

Sec. 1l  Annual Meeting of Members. The annual meeting of members, for the eleatfodirectors and for the transaction of such other
business as may properly come before the meetiad),lse held at such date and time as may be fiyetthe Board of Directors, at
the principal business office of this Corporationat such other place as the Board of Directoadl sletermine

Sec.2  Special Meetings of Members Special meetings of members, except as othemvizvided by law, may be held at the princ
business office of this Corporation or elsewheng, may be called at any time by a written requésne-third of the Board of
Directors, or by the Chairman of the Board or thesRlent. A special meeting may also be calleti@atéquest in writing of
members having 25% or more of the total numbetéw eligible to be cast as of the date of sucheasty Such requests from the
Board of Directors or members shall state the pecs@ersons calling the meeting and the purpogeigoses of the proposed
meeting. Business transacted at a special medtaiblse confined to the topics stated in the cadl enatters germane there

Sec. 3. Procedures. The order of business and all other mattepgafedure at every meeting of members may be detedny the
presiding officer

Sec.4  Quorum. Atevery meeting of members, except as otherwisvided by law or these Bylaws, the presengesison or by prox
of members having a majority of the votes entittethe cast at the meeting shall constitute a qudaurthe transaction of business.
Once a quorum is noted as present, it is not brolgethe subsequent withdrawal of members. Exceptlarwise provided by law,
the Certificate of Incorporation, or these Bylaasnajority of the votes cast decides any questiahrnay come before a meeting,
provided a quorum is prese

Sec.5  Adjournments. The members entitled to vote that are presgm¢presentative or by proxy at any meeting of memmpwhether
or not they constitute a quorum, have the poweat majority of the votes present to adjourn the mgeb another time or place,
and notice of the adjourned meeting need not bengifvthe time and place thereof are announceldeairteeting at which the
adjournment is taken. At the adjourned meeting, bbEmmay transact any business that might have tbeesacted at the original
meeting. If the adjournment is for more than thitays, a notice of the adjourned meeting must bengio each member entitled to
vote at the meeting

Sec. 6. Voting. Except as required by law, no member other tharClass B Member shall be entitled to vote onraatter for which th
members are entitled to vo

Sec. 7. Notice of Meetings of Members

(@  Any notice to a member shall be given personalymail, facsimile transmission, telex, telegrapdible or simila
instrumentality or by electronic transmission. Aioe shall be deemed given when actually giveneirspn; when
transmitted by a legible transmission, if givenfagsimile transmission; when transmitted, answeklvaceived, if given by
telex; on the day when delivered to a cable orlaintlommunications company; three business dags aéivery to a
courier service; or on the fifth business day atterday when deposited with the United States,pagtage prepaid,
directed to the member at such member’s addressinfde number, electronic mail address or telember as it appears on
the records of members or at such other addressinfde number, electronic mail address or telember as the member
may have designated to the Secretary in writintp@asddress or number to which notices should be Betice given by a
posting on electronic network together with separattice to the member of such specific postingll &fe deemed given
upon the later of (A) such posting and (B) the mivof such separate notice. Notice given by angrdfibrm of electronic
transmission shall be deemed given when directéidetonember



Bylaws
Article IV— Meetings

Sec. 8

(b)  Any member may waive notice of any meeting bitten waiver or by electronic transmission by presentative thereof,
whether before or after the meeting. In additidteralance at a meeting shall be deemed a waivestife unless the
member representative attends for the purposeessged to the meeting at its commencement, of ahbjet the transaction
of any business because the meeting is not lawallied or convener

Consent of Members in Lieu of Meeting  Any action that is required to, or may, be takéany meeting of members may be
taken without a meeting, without prior notice anithaut a vote, if a consent in writing (including blectronic transmission),
setting forth the action so taken, is signed byesgntatives of members eligible to vote on thdbadaving not less than the
minimum number of votes that would be necessanutborize or take that action at a meeting at whlclmembers eligible to vote
thereat were present and voted. Prompt noticeeofaking of action by less than a unanimous writtemsent of all of the members
entitled to vote on an action must be given to ¢hmembers entitled to vote that did not so conisewtiting.
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ARTICLE V—REGIONS, FEES AND ASSESSMENTS

Sec. 1.

Sec. 2.

Sec. 3.
Sec. 4,

Sec. 5.

Regions. For convenience, and in connection with the iatstration of its worldwide business, this Corpara has designated
six geographic regions comprising the world, namasia/Pacific, Canada, Europe, Latin America, 8cAsia/Middle East/Africa
Region, and the United States. Each region hagressicorporate staff responsible for all activitigghin the region, including,
without limitation, coordination and support of Meer programs within the regio

Europe Regional Budget; Certain Losses and Liabilies; Annual Budget.  Utilizing such planning, budgeting, and repugti
methodology approved by or acceptable to the BoaRirectors of the Class B Member, the Europe Badrall prepare an annual
expense budget with revenue programs and strgpeigiog initiatives sufficient to meet the fundingguirements and supportive of
Europe regional marketing programs. Such annuatesg@ budget also shall include sufficient resoutedésnd the assignments of
global and operations expens

(@) Global expenses of the Corporation or the CBastember that relate to losses suffered by, duiliites of, the Corporation
or the Class B Member arising out of or related toreach by the Corporation, the Class B Memb&uoopay International
SA of any of their respective representations, amies, covenants and agreements contained inhdre &xchange and
Integration Agreement, dated as of February 132286 amended, modified, supplemented or restatedtime to time,
among the Corporation, the Class B Member and Eyrdmternational SA (the “Integration Agreementipll be assigned
by an equitable distribution mechanism similarite mechanism used for assigning other global exgsepsovided,
however, that

(i) if the losses and liabilities arise out of or agtated to a breach by the Corporation or the Basember and excee
in the aggregate, $21 million, then the global eges in the amount of the excess shall be allocatiety to regions
other than the Europe region; &

(ii) if the losses and liabilities arise out ofare related to a breach by Europay InternationadBéexceed, in the
aggregate, $7 million, then the global expensekdéramount of the excess shall be allocated stdelye Europe
region.

(b)  Annually, the Europe Board shall establish a Eurgggonal budget for the following year, which betighall provide
sufficient funds to (i) vigorously promote the bdaand fund the other regional programs, initiatisexd activities and
(i) fund the region’s assignment of centrally mged expenses. The method of funding the regiondgdiushall be by
assessment and other fees (including, withoutéiticih, transaction and operations fees) paid ®o@urporation or the Class
B Member by the Members in the region. Each Mem\igtin the Europe region shall pay not less thanamount
established as the minimum assessments and feaklpdyy each Member within the regit

Annual Budget. This Corporatia’s entire annual budget shall be submitted to trerdof Directors for its approve

Assessments In addition to establishing the annual buddehis Corporation as described in Section 3 abthweBoard of
Directors at any time, and from time to time, mayand impose assessments on all or some lessdyarwhthe Members of this
Corporation for expenses and liabilities that etatthe ordinary activities of the CorporationeTBoard of Directors may fix a
separate rate or basis of assessment for Memiteasesi and/or doing business in different counmiesegions and/or engaging in
different activities

Enforcement of Payment of Fees, Assessments, anchét Obligations. The Corporation may apply any sums due to a b
from this Corporation toward payment of any feesegsments, and other obligations owed to thisatatipn by that Member or
Sponsored Affiliate Member
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ARTICLE VI—ADDITIONAL PROVISIONS
Sec. 1l  Fiscal Year. The fiscal year of this Corporation is the calar year

Sec. 2. Indemnification.

(@)

(b)

(€)

(d)

(€)

To the fullest extent permitted by the law of thiat8 of Delaware as it presently exists or may dftze be amended, tt
Corporation shall indemnify any person (and suals@@s heirs, executors or administrators) who eras made or is
threatened to be made a party to or is otherwisgved in any threatened, pending or completedagcsuit or proceeding
(brought in the right of the Corporation or othes®), whether civil, criminal, administrative or estigative, and whether
formal or informal, including appeals, by reasorttaf fact that such person, or a person for whaotch person was the legal
representative, is or was a director or officethef Corporation or, while a director or officertbé Corporation, is or was
serving at the request of the Corporation as attirgofficer, partner, trustee, employee or agdr@nother corporation,
partnership, joint venture, trust, limited liabflitompany, nonprofit entity or other enterprise,dad against all loss and
liability suffered and expenses (including attorsidges), judgments, fines and amounts paid ifesaént reasonably
incurred by such person or such heirs, executoaslioinistrators in connection with such actiont suiproceeding,
including appeals. Notwithstanding the precedingesgce, except as otherwise provided in ArticleS&¢. 2(c), the
Corporation shall be required to indemnify a perdescribed in such sentence in connection withaatipn, suit or
proceeding (or part thereof) commenced by suchopessly if the commencement of such action, sujtroceeding (or part
thereof) by such person was authorized by the BoBRlirectors.

To the fullest extent permitted by the laws of 8tate of Delaware, the Corporation shall prompéy pxpenses (includir
attorneys’ fees) incurred by any person descrihefiriicle VI, Sec. 2(a) in appearing at, participgtin or defending any
action, suit or proceeding in advance of the fiigbosition of such action, suit or proceeding|uding appeals, upon
presentation of an undertaking on behalf of sughgreto repay such amount if it shall ultimatelydstermined that such
person is not entitled to be indemnified under #iicle VI, Sec. 2 or otherwise. Notwithstandidgtpreceding sentence,
except as otherwise provided in Article VI, Sea)2the Corporation shall be required to pay expstg a person described
in such sentence in connection with any actiort,@uproceeding (or part thereof) commenced by qerkon only if the
commencement of such action, suit or proceedingdarthereof) by such person was authorized bytheed of Directors

If a claim for indemnification (following the finalisposition of such action, suit or proceedinggadvancement of expens
under this Article VI Sec. 2 is not paid in fulltin thirty days after a written claim therefor &gy person described in
Article VI, Sec. 2(a) has been received by the Gmfion, such person may file suit to recover thpaid amount of such
claim and, if successful in whole or in part, shedlentitled to be paid the expense of prosecsting claim. In any such
action the Corporation shall have the burden ofipigpthat such person is not entitled to the retpeeBidemnification or
advancement of expenses under applicable

To the fullest extent permitted by the laws of 8tate of Delaware, the Corporation may purchaseawaidtain insurance ¢
behalf of any person described in Article VI, S&@) against any liability asserted against suchq@e whether or not the
Corporation would have the power to indemnify spelson against such liability under the provisiofithis Article VI, Sec
2 or otherwise

The provisions of this Article VI, Sec. 2 shall &gplicable to all actions, claims, suits or prodegsl made or commenc:
after the adoption hereof, whether arising frons ac
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Sec. 3.

Sec. 4,

Sec. 5.

Sec. 6.

(f)

(9)

omissions to act occurring before or after its diop The provisions of this Article VI, Sec. 2 #Hze deemed to be a
contract between the Corporation and each dirextofficer (or legal representative thereof) whoves in such capacity at
any time while this Article VI, Section 2 and thdavant provisions of the laws of the State of Brelee and other applicable
law, if any, are in effect, and any alteration, adh@ent, or repeal hereof shall not affect any sgirtobligations then
existing with respect to any state of facts or aatjon, suit or proceeding then or theretoforetexgs or any action, suit or
proceeding thereafter brought or threatened basethole or in part on any such state of factsnif provision of this Articli
VI, Sec. 2 shall be found to be invalid or limitedapplication by reason of any law or regulatibshall not affect the
validity of the remaining provisions hereof. Thghis of indemnification provided in this Article M$ec. 2 shall neither be
exclusive of, nor be deemed in limitation of, aights to which any person may otherwise be or becentitled or permitte
by contract, the Certificate of Incorporation oé tBorporation, these Bylaws, vote of stockholdemdiectors or otherwise,
or as a matter of law, both as to actions in sweBqgn’s official capacity and actions in any otb&pacity, it being the policy
of the Corporation that indemnification of any pmrsvhom the Corporation is obligated to indemnifyuant to Article VI,
Sec. 2(a) shall be made to the fullest extent gezthby law.

For purposes of this Article VI, Sec. 2, refeces to “other enterprises” shall include empldyeeefit plans; references to
“fines” shall include any excise taxes assessed parson with respect to an employee benefit @ad;references to
“serving at the request of the Corporation” shatllide any service as a director, officer, emplayeagent of the
Corporation which imposes duties on, or involvavises by, such director, officer, employee, orrggeith respect to an
employee benefit plan, its participants, or bernafies.

This Article VI, Sec. 2 shall not limit the righf the Corporation, to the extent and in the maeemitted by law, tc
indemnify and to advance expenses to, and purdrasenaintain insurance on behalf of, persons dh@er persons
described in Article VI, Sec. 2(e

Corporate Seal. The seal of this Corporation shall be circuiaiorm with the words “MasterCard Internationattmporated”
around the outer margin and the words and fig“ Corporate Seal 1966 Delaw” in the center

Corporate Symbol. The symbol of this Corporation shall be the &\“MasterCar” superimposed across a red circle overlap
a yellow circle in the form adopted by the Boardifectors as the corporate symbol of this Corpora

Definitions.  The term“entire Board of Directo” when used herein in connection with voting requigata shall refer to tr
number of directors authorized to serve as direddgrthe Board of Directors less any vacanciesasyddirectors not entitled to vt
on such issue. In the event a vote is specifidzbttaken by the Board of Directors without refeeetecthe “entire Board of
Directors,” then the number of votes required shaltalculated based upon the number of directatiny at the meeting at which a
guorum is presen

When used herein, the following terms shall haeertteanings set forth in the “Definitions” providedh and for use in connection
with the Rules of the Corporation: “Affiliate Memb&“Corporation;” “Marks;” “Member;” “Membership;“Sponsor;” and
“Standards.”

When used herein, “Class B Member” shall have teaming set forth in the Amended and Restated @extiéf of Incorporation of
MasterCard International Incorporated.

Amendment of Bylaws. The Board of Directors or the Class B Membey mdopt, amend or repeal these Byla
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Sec. 7.

Inconsistent Provisions; Licenses In the event of an inconsistency between aipiav of these Bylaws and a provision in any
Membership agreement or license, the provisioribede Bylaws shall prevail and the Membership agesw or license shall be
deemed to have been amended so as to be consigitetite Bylaws provision. In the event of an insistency between a provision
of the Standards and any license for a Mark grartedMember, the provision of such Standards ghalfail and the license shall
be deemed to have been amended so as to be cotgigtethe Standarad:



Exhibit 10.10.1
Robert W. Selander
President and Chief Executive Officer

MasterCard International
2000 Purchase Street
Purchase, NY 10577-2509

914-249-5100

Fax 914-249-5510

Internet Home Page:
http://www.mastercard.com

March 22, 2004

Mr. Alan J. Heuer
MasterCard International
2000 Purchase Street
Purchase, NY 10577

Dear Alan,
I would like to extend my personal congratulatiemyou for being selected this year for a one-tisgescial recognition award.

You were chosen because the Board and | wantezttmnize the valuable role that you have in thepaom and to provide incentive for your
continued support in achieving our objectives diercoming years. Please know that this is a vaportant message indicating how highly
valued your contributions and services are to M&stel.

For this special recognition, you will be entitledpayment of a onme cash award of $1,000,000 that fully vests ianmhyable December 2
2006.

Congratulations!
Sincerely,

/s/ ROBERTS ELANDER
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CERTAIN PORTIONS OF THIS EXHIBIT
HAVE BEEN OMITTED AND FILED
SEPARATELY WITH THE SECURITIES

AND EXCHANGE COMMISSION

PURSUANT TO A REQUEST FOR
CONFIDENTIAL TREATMENT. THE
SYMBOL “****" HAS BEEN INSERTED

IN PLACE OF THE PORTIONS SO OMITTED.

EXECUTION VERSION

AMENDMENT TO MEMBER BUSINESS AGREEMENT

This Amendment (the “Amendment”) is made to thataia agreement made as of July 1, 2003 (the “Agezd”), by and between MasterCard
International Incorporated, a Delaware corporaliawing its principal place of business at 2000 Rase Street, Purchase, NY 10577-2509
(“MasterCard”);HSBC Bank USA, National Association, a nationallkiag association with its principal offices at OH8BC Center, Buffalc
New York 14203 “HSBC Bank”) and HSBC Bank Nevada N.A. f/k/a HouskehBank (SB), N.A., a national banking associatigth its

principal place of business at 1111 Town Centev@rias Vegas, NV 89144, (“HBON"), (HSBC Bank anB®IN, together, “HSBC"), each

for itself and on behalf of its Affiliates. Capiizéd terms used herein and not otherwise definegirnshall have the meanings assigned to therr
in the Agreement. Except as expressly modifiediheedl terms of the Agreement shall remain in folice and effect as stated in the
Agreement and, in the event of a conflict betwdenterms of this Amendment and the Agreement,ahrag of this Amendment shall govern.

1. The parties hereby amend Sections 1.4, 1.7,dn#21.23 of the Agreement by deleting such Sestiotheir entirety and adding in their
places the following Section

“1.4  ‘*=** \/olume shall mean for any Calendar Year, HSBC MasterCafdiivie of $****.”

“1.7  ‘Carc shall include, without limitation, any bank cardedit card, charge card, travel and entertainmart,@ebit card, AT
card, prepaid card, smart card, virtual card oilaincard issued by HSBC, any travelers check/ecteonic currency or remote
payment system that can be accessed using a Canckvdr, for purposes of this Agreement, “Card” khat include a single
purpose credit, charge or prepaid card acceptgdatnktail locations of a limited number of menatgaand their Affiliates who
names and marks alone with HSBC appear on theofamiech card, or a line of credit not accessiblalyarc”

“1.22 ‘MasterCard Volume She’ shall mean for any period of calculation, a peragatequal to a fraction, the denominator of whg
total HSBC Card Volume (or any portion thereof, elSBC Volume on Consumer Credit Cards) in theafoEUse and the
numerator of which is the HSBC MasterCard Volumeafuy portion thereof, e.g., HSBC MasterCard VolwneConsumer
Credit Cards) in the Area of Use, such percentadeetrounded to the nearest whole nun”

“1.23 ‘**** \olume shall mean for any Calendar Year, HSBC MasterCafdiivie of $****.”

2. The parties hereby amend Section 1 of the Agreetmeatlding to such Section 1 alphabetically thefeing definitions:
“Account’ means the line of credit associated vatiCard or multiple Cards sharing the same accoumber.”
“Credit Card’ means a Card that is not a DebitdCar
“xxxx Portfolio” means Credit Cards offered by aelated to **** or any Affiliate of or successor t&** by and/or through HSBC.”

“trxxkx\/olume Shar’ means MasterCard Volume Share for Credit Card$#8. ”



“oxx Volume Share’ means MasterCard Volume Shdoe Credit Cards of ****04.”
“Named Segments’ means the **** Portfolio, **** Rtfolio, **** Portfolios and **** Portfolios, collectively.”

“Rest of Business,” or ‘ROB’ means HSBC's Accoultitat: (i) are not Accounts associated with Namegnsents; (ii) are not co-
branded Accounts for which MasterCard has a doedtrand arrangement with a merchant partner; éhdre not Accounts associated
with Debit Cards.”

“ekk Portfolio” means HSBC-branded Credit Cardbat are offered to **** customers or to cardholdergprospective cardholders
through ****.”

“Share of New Issuance’ in any Calendar Year meafraction, the numerator of which is the numkieew MasterCard-branded
Credit Card Accounts approved and boarded on HSB&@holder system of record in such Calendar dadrthe denominator of which
is the total number of all Credit Card Accountsraped and boarded on HSBC's cardholder systemanirdein such Calendar Year,
expressed as a percentage, and as further qualfifieection 2.4B.”

“exxx Portfolio” means **** Cards offered to cardiolders associated with **** and ****.”

“xxxx Portfolio” means HSBC-branded Credit Cardbadt are offered to cardholders or prospective addds in the U.S. under ****
program or any successor program thereto and wigaehthe name and marks of such program.”

“xxxx Portfolio’ means HSBC-branded Credit Cardbat are **** with a **** at least **** for the corresponding Account and are
offered to cardholders or prospective cardholdetbé U.S. for **** Purposes, excluding HSBC-bradderedit Cards that are (i) issued
through ****; and (ii) **** with a **** partner or other **** relationship.”

The parties hereby amend Section 2.1 of theékgent by deleting the first full paragraph of s&efttion 2.1 and adding in its place the
following paragraph

2.1 *“Subject to Section 2.2, and provided that HSBGefrh Calendar Year during the Term generates HSB&eviCard Volume
least equal to the **** and maintains **** for ****at least equal to the ****, HSBC **** for Volumeltarged to MasterCard Cards
issued by HSBC in the Area of Use shall be **** elfollowing rates for **** shall be ****, HSBC ackawledges that MasterCard
shall establish fees for all Other Services inAhea of Use from time to time and HSBC shall complth the procedures and
charges for Other Services as may be so establfeh@ther Services utilized by HSE”

The parties hereby amend Section 2.1A of the Ageséioy deleting such Section 2.1A in its entiratgd adding in its place the followit
Section, along with Schedule I, attached hel

A. “Commencing on **** HSB('s **** gand **** subject to the provisions of Seath 2.1C, shall be as set forth in the tabl
Schedule | for the specified levels of HSBC MasterCVolume generated in the Area of Use during €2adendar Year of the
Term”

The parties hereby amend Section 2.1C of the Ageeélwy deleting such Section 2.1C in its entiretyt adding in its place the followir
Section, along with Schedule I, attached her

C. “Inthe event HSBC MasterCard Volume for any Calentkar during the Term is **** than the **** VVolume*** for **** for
any Calendar Year during the Term is less tharfttie then the following provisions shall apply, applicable:

1. “In the event that in any Calendar Year, **** for#*is **** the **** phut HSBC MasterCard Volume is**** the ****
Volume, HSB(s **** and **** for such Calendar Year shall be @allated pursuant to the table in Schedul

2. “Notwithstanding the foregoing, in any Calendar Yieavhich HSBC MasterCard Volume does not meetxgeed the ****
Volume and/or the **** VVolume (th¢**** "), HSBC shall have the ability to ****, as applicablever a **** as follows:

2



(@)

(b)

“First, HSBC shall have **** (the “****”) tg **** the **** \Jolume **** or **** \Volume **** by gene rating HSBC
MasterCard Volume in such **** that, **** equalsr@xceeds the **** Volume or **** VVolume, as applble.

If HSBC **** g **** \/glume **** for the **** pur suant to this Section 2.1C(2)(a), then HSBC'’s *&ftid ****
for such **** shall be calculated pursuant to **tf the table in Schedule | instead of ****. If HSBC** the
*% Volume **** in such manner, then HSBC’s **** and **** for the **** shall be calculated pursuanbtthe
table in Schedule Il and HSBC shall have a ****t¢* the **** pursuant to Section 2.1C(2)(b) below;
provided, however, that MasterCard shall **** aetand of the **** and HSBC shall **** at the end tifie ****
an **** what HSBC **** in the **** pursuant to **** of Schedule | and what HSBC **** for the ****

If HSBC **** g **** \/glume **** for the **** pursua nt to Section 2.1C(2)(a), then HS’s **** and **** for
such **** gshall be calculated pursuant to the **fgr HSBC MasterCard Volume of >$**** and <$**** in
Schedule I, instead of ****_ |f HSBC does not ***the **** Volume **** in such manner, HSBC's **** and
***x for the **** shall be calculated at **** and HSBC shall have a **** to **** the **** pursuant to
Section 2.1C(2)(b) below; provided, however, thasiérCard shall **** at the end of the **** and H&Bshall
**xx at the end of the **** an **** what HSBC **** in the **** pursuant to Schedule Il if it generatét6BC
MasterCard Volume of >$**** and <$**** and what HSB **** for the **** pursuant to ****.

“If the **** jg **** in the **** then HSBC shall have an **** period (the"**** ) to **** the **** by generating
HSBC MasterCard Volume in such **** that, **** eas or exceeds the **** VVolume or **** VVolume, agaplicable.

If HSBC **** g **** \/glume **** for the **** in  the **** pursuant to Section 2.1C(2)(b), then Ma&lard
shall **** to HSBC in that Calendar Year the **** BBC pursuant to Section 2.1C(2)(a)(i), above. 1BES***
the **** in such manner, then ****  calculated ine8tion 2.1C(2)(a)(i), shall be applied to HSBC’'$*and
*kkk for the ****.

If HSBC **** g **** \/glume **** the **** jn the **** pursuant to Section 2.1C(2)(b), then Master@ahall
***+* t0 HSBC in that Calendar Year the **** HSBC pguant to Section 2.1C(2)(a)(ii), above. If HSBC*the
**** in such manner, then **** calculated in Seoth 2.1C(2)(a)(ii), shall be applied to HSBC's **&nd ****
for the ****,

“In the event that in any Calendar Year, ***¥fy** jg **** the **** HSBC's **** gnd **** shall be calculated pursuant
to the table in Schedule II, notwithstanding any**with respect to HSBC MasterCard Volur”

6. The parties hereby amend Section 2.4B of the Agesimy deleting such Section 2.4B in its entiretgd adding in its place the followir
Section, along with Schedule 1ll, attached her

B.

“Additional Support based upon HSBC's **** Mas€eard-branded **** in those certain segments lisbatow, and specifically for
developing and growing HSBC'’s MasterCard-brandetd ii the Area of Use (the “****”). For each Calersd Year, commencing
in **** in which the **** js **** gnd HSBC **** a **** of **** wjthin the Named Segments in the agggate, MasterCard will
make such Support available in such Calendar ¥eBlSBC for MasterCard Cards in the Named Segmanssich amount
calculated pursuant to the table in Schedulenlbddition, for each Calendar Year, commencing*ifi,in which the **** jg ****
and HSBC **** within the Rest of Business, then Ner€ard will make such Support available in sucke@idar Year to HSBC for
MasterCard Cards in the Rest of Business, in soobuat calculated pursuant to the table in ScheldiulEor the purposes of this
Section, a **** jn any Calendar Year means an **&$sociated with a Credit Card and that was issugdgisuch Calendar Year,
but excluding any Account or Card that was **** dige(i) **** or
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*rexek (i) a **** following ****, (iii) the **** of  a **** due to ****, (iv) the **** of a **** pursua nt to Section 3.3 of the
Agreement, (v) part of a **** or (vi) a **** progam following the **** from a ****,

“The use of any **** provided pursuant to this Sect2.4B shall be **** by MasterCard and HSBC; pided, however, that a
minimum of **** of the **** gvailable in each Caledar Year must be spent by HSBC ****, Upon Master€ar*** request,
HSBC shall provide to MasterCard documentation\jgked, however, that HSBC has no duty to providesconer related non-
public personal information) supporting the expémdis of such Support. To the extent the full amd@disuch Support is not used
as provided herein during the Calendar Year in titics available, then such unused amount wiltdséeited and MasterCard will
have no obligation to make any rebate or otheridenstion to HSBC for the unused amount of suchp®ug’

7. The parties hereby amend Section 3.1 of theégeat by deleting such Section 3.1 in its entiegtgt adding in its place the following
Section 3.1

3.1

“MasterCard is the preferred brand for Cards iskyddSBC **** in the Area of Use. **** as and frorthe date hereof, HSB
shall cause **** credit and debit programs in thee& of Use to **** of MasterCard Volume Share (tlB¥and Share Targets”) as
follows: (i) Debit Cards shall achieve a MasterCeadume Share of ****% and (ii) **** Credit Card pdfolios shall achieve a
MasterCard Volume Share of ****% as follows: (x)pfn the date hereof **** HSBC shall issue and maiimtall Credit Cards in
the **** Portfolio exclusively as MasterCard Cardad shall not associate any Card in the **** Pditfavith the brand of a
MasterCard Competitor; (y) from the date hereof**#SBC shall issue and maintain all Credit Cardghie **** Portfolio in the
Area of Use exclusively as MasterCard Cards antl shaassociate any such Card in the **** Portéolith the brand of a
MasterCard Competitor; and (z) from the date het&df HSBC shall issue and maintain all Credit @arin the **** Portfolio in
the Area of Use exclusively as MasterCard Cardssiadl not associate any such Card in the **** Rgiv with the brand of a
MasterCard Competitor. HSBC shall ensure that &ahd Share Target is met as described above.rfyoofahe portfolios set
forth in (x), (y), and (z) above, prior to the **&xclusivity commitment outlined above, HSBC andskaCard shall ****”

The parties hereby amend Section 3.3 of the Agraeledeleting such Section 3.3 in its entirety adding in its place the followin

Section:

“3.3 In the event a Consumer Credit Card holdeEZ@mmercial Card holder specifically requests arolicised change to a brand

competitive with MasterCard, HSBC shall use alkmable efforts to attempt to convince the Cardérolo acquire or retain a
MasterCard-branded Card; if such efforts are uressfal, HSBC may, at the Card holder’s insistenoé, as an alternative to the
Card holder attriting, offer a brand of a Card bass competitive with MasterCard to the Card holbteaddition, take-one and
paper applications may feature a check-off bobfuth MasterCard and other branded Cards providetdtie check-off box for the
other brand is no more prominently featured thanctieckeff box for MasterCard. In the event that an aggilan is submitted wit
no brand box checked-off, HSBC shall make MastedG@ae default brand choice. ****, The parties agtleat nothing in this
Section 3.3 shall affect HSFE's obligation to ensure that each Brand Share Tésgeet as described in Section ”

The parties hereby amend Section 3.4A of the Ageseioy deleting such Section 3.4A in its entiratg adding in its place the followil

Section:

A. “Other than for relationships in connection with Argd Cards (as defined below), for **** relationigh, **** relationships
and **** relationships (collectively “**** Relatiorships”) that are **** HSBC and that may result irf*&* with such
relationship, **** and unless prohibited by a caentiality agreement negotiated without regarthis obligation, HSBC
will **** MasterCard of the **** Relationship and ***. "
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10.

11.

12.

13.

14.

15.

The parties hereby amend Section 3.4B of the Agesiloy deleting such Section 3.4B in its entiretd adding in its place the followir
Section:

B. “For those **** Relationships where the Volumssaciated with such **** Relationship has the pdi®iito exceed ****%
of the HSBC Card Volume within **** and the **** Rlationship requires **** HSBC will, unless prohtieid by a
confidentiality agreement which has been negotiatédout regard to this obligation, notify Master@af the situation and,
**** allow one or more appropriate MasterCard reggatatives to participate in appropriate HSBC maéstrategy
discussions and invite MasterCard to meet withpibtential **** Relationship. ****. Nothing herein sall restrict
MasterCard from initiating discussions with anyguatal **** Relationship independentl”

The parties hereby amend Section 3.4 of the Agraelmeadding to such Section a new Section 3.4i6lksvs:

E. “Any Card that is issued by HSBC in the Area of ded **** with the **** as a result of **** throughHSBC’s curreni
*+% with respect to Cards that **** shall be **** This Section 3.4E shall only apply with respecCards **** that are
**** in good faith and without regard to this exdign, pursuant to the ****, At the end of each Qadiar Year, **** will
review **** under this section; if **** determineshat the **** will exceed ****% of the HSBC Card Vlume within the
**+x of the Calendar Yea”

The parties hereby amend Section 3.5A of the Ageséioy deleting such Section 3.5A in its entiratgd adding in its place the followit
Section:

“A. Inthe event HSBC purchases or in any way a@ian existing portfolio of Accounts (the “Acqur€ards”) for which the
issuer had, other than in contemplation of its raink the portfolio for sale, **** into a **** witha **** general purpose
Card program, then HSBC shall use **** acquire s@drds free and clear of any branding exclusiwastrictions and, if
HSBC is unable to do so, HSBC shall use **** to iniize the period of ****. Such **** shall include iowing
MasterCard, at its option, the opportunity to otffer*** to such other Card program to **** the oiglation (but HSBC shall
not be required to **** to such other Card progréam™** the obligation).”

The parties hereby amend Section 3.5B of the Ages¢y deleting such Section 3.5B in its entiretg adding in its place the followir
Section:

B. “If the Card Volume from the possible Acquired Carassaction has the potential to exceed ****%toé HSBC Car¢
Volume within **** of the closing of such transaoti (as reasonably determined by ****), then HSBdl winless prohibite
by a confidentiality agreement, which has been tiatpal without regard to this obligation, notify ktarCard of the situatic
and allow MasterCard the opportunity to ****. If MgerCard cannot be included in any discussions aitansaction
becomes public, then HSBC will include MasterCardiscussions as soon as practicable after theacsion becomes
public. No later than **** prior to the date of eixption of the **** arrangement with a **** genergurpose Card program
for the Acquired Cards, MasterCard and HSBC shalketbp a mutually acceptable plan and timetabledowerting ****
Acquired Cards to the MasterCard br”

The parties hereby amend Section 3.5C of the Ageeéby deleting such Section 3.5C in its entiretgt adding in its place the followir
Section:

C. “Card Volume from **** Acquired Cards will be **** mder this Agreement, ***”
The parties hereby amend Sect3.6A of the Agreement by deleting such Section 3r6As entirety and adding in its place the follog
Section:

A. “For Acquired Cards which include a **** Relatiship, after acquisition, HSBC shall **** and MasBard and HSBC shall
develop a mutually acceptable plan and timetabiedoverting
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16.

17.

18.

19.
20.

21.

22.

*xx Acquired Cards to the MasterCard brand. HSBi@aHK, unless prohibited by a confidentiality agresrnegotiated
without regard to this obligation, notify Master@anf the **** Relationship and, ****, allow one omore appropriate
MasterCard representatives to participate in asstawith HSBCS efforts to develop attractive commercial commitisdot
such **** Relationship prior to offering such comtmients to the **** Relationshi|’

The parties hereby amend Section 3.6B of the Agesey deleting such Section 3.6B in its entiretg adding in its place the followir
Section:

B. “For those **** Relationships where the Volumssaciated with such **** Relationship has the pdi®iito exceed ****%
of the HSBC Card Volume within **** HSBC will, uslss prohibited by a confidentiality agreement whiak been
negotiated without regard to this obligation, npotilasterCard of the situation and, ****, allow one more appropriate
MasterCard representatives to participate in appatgppHSBC internal strategy discussions and invitssterCard to meet
with the potential **** Relationship. ****. Nothingherein shall restrict MasterCard from initiatingalissions with any
potential **** Relationship independent”

The parties hereby amend Section 3.6C of the Ageeéby deleting such Section 3.6C in its entiretgt adding in its place the followir
Section:

“C. Inthe event that HSBC fully complies with its gdtions under this Section 3.6 but (i) even afterforegoing obligation
have been met, the **** Relationship **** or (ii)*®*. ”

The parties hereby amend Section 3.7 of the Agraeledeleting such Section 3.7 in its entirety adding in its place the followin
Section:

“3.7 If Acquired Cards are not subject to a ***rangement with **** general purpose Card prograhert HSBC will notify
MasterCard of such acquisition and HSBC shall mtewWlasterCard with the opportunity to present taiedfits of converting such
Acquired Cards to the MasterCard brand; ****. Notlagtanding anything to the contrary in the foregoiMasterCard and HSBC
shall develop a mutually acceptable plan and tiblefanot to exceed **** after the date of acquisitj for **** Acquired Cards to
the MasterCard brar”

The parties hereby amend Section 3.10 of the Ageeéby deleting such Section 3.10 in its entir

The parties hereby amend Section 3 of the Agreelmeatlding to such Section a new Section 3.15 lasife:

“3.15 HSBC shall provide a report to MasterCard at theé @reach quarter setting forth the **** achievedsiuch quarter. Within thre
(3) months of the end of each Calendar Year, HSE sertify to MasterCard the **** achieved in du€alendar Year. In the
event that such certified **** is **** than ****04 for any Calendar Year, HSBC will not be entitledhe **** of this Agreement
for such Calendar Year, and to the extent thatsaich Support has already been paid by MasterCasiifth Calendar Year,
HSBC shall refund all such Support to MasterC”

The parties hereby amend Section 4.1 of the Agraemedeleting such Section 4.1 in its entirety adding in its place the followin
Section:

4.1 "+ HSBC shall **** support, incent and retain all Cardnd shall maintain all Cards as MasterCard CditisAdditionally,
HSBC shall not convert, directly or indirectly, aasterCard Card (without regard to when or by vdrdity such Card was
established, whether prior to or during the Teronanly Card brand other than a MasterCard Card ttiprovided this
Agreement is not terminated for default by MastedTarovided, however: ****

The parties hereby amend Section 4 of the Agreelmeatiding to such Section a new Section 4.4 davist

“4.4 HSBC and MasterCard agree that within the *tfmmencing on **** they will use commercially reasable efforts **** for
MasterCard in HSBC's U.S. retail services busireggt negotiate in good faith towards executing emitagreements for such
opportunities”



23.

24.

25.

The parties hereby amend Section 4 of the Agreelmeatiding to such Section a new Section 4.5 d@vist

“4.5 Notwithstanding anything to the contrary in the égment, in the event that **** has identified a Ma€ard Card issued by HSE
that is associated with **** HSBC **** such Mast€ard Card **** MasterCard, provided that HSBC wgiive MasterCard writte
notification of such **** a minimum of **** whichnotification shall include: the number of ****, thidentity of the portfolios wit
which such **** are associated, the marketing chelnio be used (e.g. direct mail or telemarketiag) the **** to be used ****,
unless HSBC is prohibited by a confidentiality agrent. HSBC agrees ****, For the purposes of thestin 4.5, **** means ****
that has **** g **** gr ***_A|| such **** and res ulting Volume **** with HSBC's **** activity, but shall be subject to the Bra
Share Targets and Volume requirements stated t”

The parties hereby amend Section 4 of the Agreelmeatiding to such Section a new Section 4.6 davist

“4.6 For clarification purposes, the failure by HSBQneet the **** Volume, **** **** \/glume, **** or * *** shall not constitute ¢
failure to materially observe or materially perfo®BC’s obligations under this Agreement which vebatherwise subject a party
to the provisions of Section 5.1"

The parties hereby amend Section 4 of the Agreelmeatiding to such Section a new Section 4.7 davist

“4.7 HSBC and MasterCard agree to commence dismssio later than **** to explore incremental grémdpportunities with respect
to the **** Portfolio.”

*kkkhkkkkkhhhhhrikkx

7



IN WITNESS WHEREOF, the parties have entered ihis Amendment as of the date(s)
set forth below.

MASTERCARD INTERNATIONAL INCORPORATED

By:

Name

Title:

Date:

HSBC BANK USA, NATIONAL ASSOCIATION

By:

Name

Title:

Date:

HSBC BANK NEVADA, N.A.
(formerly known as Household Bank (SB), N.,

By:

Name

Title:

Date:




Tier 1

Tier 2

Tier 3

Tier 4

Tier 5

Tier 6

Tier 7

Calculation example: ****,

SCHEDULE |

If HSBC generates HSBC MasterCarc
Volume in the Area of Use during a
Calendar Year of:

Less than $**** but at least equal to
$****

Greater than or equal to $****, up to al
including $****

Greater than $**** up to and including
$****

Greater than $**** up to and includir
$****

Greater than $**** up to and includir
$****

Greater than $**** up to and including
$****

Greater than $***...

Then, for suck
Calendar
Year, HSBC's

*hHx gy FrEE

for such
HSBC
MasterCard
Volume
falling within
such
Tier
generated in
the Area of
Use shall be:

*kkk

*kkk

*kkk

*kkk

*kkk

*kkk

*kkk



*hdk for KARK

SCHEDULE Il

MasterCard Volume (in Billions)

> kkkk
*hkk kkkk

*kkk o Kkkk

< Khkkk

> $****

Kkkk

Tier 1 +

Kkkk

Kkkk

> $****
to $****

*kkk

*kkk

Tier 1 +

*kkk

> $****
to $****

Kkkk

Tier 1 +

Kkkk

10

> $****
to $****

Kkkk

Tier 1 +

Kkkk

< $****

but
> $****

*kkk

*kkk

Tier 1 +

*kkk

< $****

Kkkk



*kkk

At least **** but less than ****
At least **** but less than ****
At least **** but less than ****
At least **** but less than ****

*kkk

SCHEDULE Il

Potential ****

Total

For Res Potentia
of

For Named Segment Business Funding
$**** $****
$**** $****
$**** $****
$**** $****

$**** $**** $****
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Exhibit 10.29

CERTAIN PORTIONS OF THIS EXHIBIT
HAVE BEEN OMITTED AND FILED
SEPARATELY WITH THE SECURITIES

AND EXCHANGE COMMISSION

PURSUANT TO A REQUEST FOR
CONFIDENTIAL TREATMENT. THE
SYMBOL “****" HAS BEEN INSERTED

IN PLACE OF THE PORTIONS SO OMITTED.

EXECUTION VERSION

Amended and Restated Customer Business Agreement

This agreement (including all Exhibits and Annea#ached hereto, the “Agreement”) is made as oEffective Date (as defined below) by
and between MasterCard International Incorporatddelaware corporation having its principal plateusiness at 2000 Purchase Street,
Purchase, New York 10577-2509 (together with itfliafes, “MasterCard”), and Bank of America, N.Aaving its principal place of business
at 100 North Tryon Street, Charlotte, North Cam@l28255-0001 (together with its Affiliates, “BAC").

W HEREAS , BAC is licensed to issue MasterCard Cards pursieettite Rules;

W HEREAS , MasterCard and BAC desire to enter into an arrargedny which MasterCard will provide Support toghlcrease the issuance,
usage and activation of BAC's MasterCard Cards;

W HEREAS , MasterCard and BAC previously entered into theatain Customer Business Agreement executed asagfavi2006 (the “Prior
Agreement”);

W HEREAS, MasterCard and BAC acknowledge and agree thethieement shall supersede the Prior AgreemedtitenPrior Agreement
shall have no further force or effect as of theed#texecution of this Agreement; and

N ow , THEREFORE , in consideration of the premises and other goodvaheble consideration, the receipt and sufficjesfcwhich are hereby
acknowledged, the parties agree as follows:
1.0 Definitions.

Capitalized terms used in this Agreement shall lihganeanings given to them in Exhibit A or elsexehie this Agreement.

2.0 MasterCard Support.

In consideration for BAC’s timely performance «f @bligations under this Agreement, MasterCard sinalide BAC with the Support
outlined below during the Term, subject to the dtods and limitations contained herein.

2.1 *** |ncentive.

Subject to Section 3, as of the Effective Date, tél@3ard will provide BAC with **** MasterCard-brared| **** Cards issued by BAC
and MasterCard-branded **** Cards issued by BACjustiments as set forth herein will be made at ticeaf each quarter and Year of
the Term to effectuate such incentive (“**** "),



A. Quarterly Calculation
1. Unless otherwise adjusted as provided heregn®ttt for each Year of the Term will be distribudeby calendar quarter, as
follows (“Quarterly ****”):
Table 1
Quarterly ****
Measurement Period $)
1 stquarter $ wox
2 dquarter $ wox
31 quarter $
4t quarter $
Total *kkk $ *kkk
2. BAC shall pay all fees at MasterCard Standard Rgieis applicable under the Rules and with the deegeency as require
in theMCBS ManualAt the conclusion of each calendar quarter of tamTfor each of the first three calendar quartérs o
every Year after the Effective Date, and withirrtgh{30) days after BAC has provided the Requiregdtts for such quarte
MasterCard shall make the appropriate calculatimh*3** of BAC'’s actual payments of the **** for sch period pursuant
to this Section 2
3. Unless otherwise adjusted as provided herein, gpeopriate **** and the corresponding applicable**and **** for such
guarter shall be determined in Table 2. Notwithdtiag the foregoing, the **** to be applied the ***Year of the **** Term
shall be the **** that was applied to **** in themmediately preceding Yee
Table 2
*kkk ($) *kk%k *kkk
*kkk *kkk *kkk
*kk%k *kk%k *kkk
*kk%k *kk%k *kkk
*kkk *kkk *kkk
*kk%k *kk%k *kkk
*kkk *kkk
4. In order to determine the appropriate **** for usethe calculation below, and as part of the qubrteconciliation proces:
MasterCard will determine and reconcile based tirf*aannual tier level for which BAC will qualify ty **** and **** its
cumulative quarterly **** by the following ****:
l st Qtr *kkk__ by *kkk
Year-to-date to end of 2 Qtr. — by ****
Year-to-date to end of 3Qtr. — by ****
5. The **** for a quarter is calculated a
*kkk
**xx See Annex A for examples of this calculation.
B. Annual Calculation. At the end of the # calendar quarter of each Year during the Term veititin thirty (30) days after BAC has

provided all Required Reports for such Year, Ma3sed shall make the appropriate calculation and ‘&4 follows:

1. The **** will be used with Table 2 to determitiee corresponding ****, as well as **** and the *** for that Year.
Notwithstanding the foregoing, the **** to be apgdi the **** Year of the **** Term shall be the ****that was applied t
**** in the immediately preceding Yea



2. The“**** " is calculated as follow:

*kkk

Then, the “****" is calculated as follows:

*kkk
*rx See Annex A for examples of this calculation.

2.2. *** Benefit

A. Quarterly Calculation . At the conclusion of each calendar quarter offteem for each of the first three calendar quardémsvery
Year after the Effective Date, and within thirtyof3lays after BAC has provided the Required Regortsuch quarter, MasterCard
shall make the appropriate calculation to deterrttieer*** earned for such period pursuant to thexc8on 2.2 (the “****"). The
quarterly **** during the Term will be determined/l5*** from Table 3, below, based upon the **** detmined pursuant to
Section 2.1(A)(4) and will be subject to **** asquided herein. Notwithstanding the foregoing, th&*to be applied the last Year
of the **** Term shall be the **** that was applieth **** in the immediately preceding Yea

Table 3

*kkk ($ )

*kkk *kkk
*kkk *kkk
*kkk *kkk
*kkk *kkk
*kkk *kkk
*kkk *kkk

B. Annual Calculation. At the end of the # calendar quarter of each Year during the Term veititn thirty (30) days after BAC has
provided all Required Reports for such Year, Ma3&ed shall make the appropriate calculation and t*determine the **** as
follows:

1. The **** will be used with Table 3 to determine tleerresponding ****, as well as **** for that YealNotwithstanding th
foregoing, the **** to be applied the **** Year athe **** Term shall be the **** that was applied t&** in the
immediately preceding Yee

2. The“**** " is calculated as follow:

*kkk

**+x See Annex B for examples of this calculation.

2.3 ***  Ag of the Effective Date and for each Year of tleer, MasterCard will provide BAC with **** (as sé&brth in Exhibit B, Sectior
B) at such **** which, subject to Section 3 anctterms hereof, is the **** for which BAC will bectually responsible in connection
with the **** in such Year (“****”), At the conclugon of each Year of the Term, MasterCard shall makannual reconciliation versus
actual payments made in accordance with MasterS&uadard Pricing, based on the following calcutafmr each ****:

*kkk
For the avoidance of doubt, the calculation refeeeirabove shall apply to **** for the **** Year athe **** Term.

Notwithstanding the foregoing, if the **** in anyear is ****, the **** will not apply with respect® MasterCard-branded **** Cards,
and BAC will pay MasterCard Standard Pricing for*with respect to
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2.4

MasterCard-branded **** Cards, which includes amicing adjustments or increases. At the end ofdthiguarter for each Year during
the Term, and within thirty (30) days after BAC hmevided all Required Reports for such Year, Ma3aed shall make such calculatic
in accordance with the above and the example®sétiii Annex C to determine if any **** is owed BAC. MasterCard will make an

annual reconciliation of the components of its gsialand its calculations as to the amount of *&tid the **** as set forth in Exhibit B.

**Ex Support.
MasterCard will make **** support funds available BAC as provided hereunder (the “****"):

A.

***x*% Support. For each Year during the Credit Term, MasterCagall shake available to BAC **** Support, which amaowshall
be based upon **** as calculated herein (“**** Sump”). The total amount of **** Support available BAC in each Year will be
determined in accordance with the following caltiola

*kkk

*+x Support will be subject to reduction in any deif **** for such Year is less than the Annual f@t. If it is determined at the
end of any Year that BAC did not earn the full amtoof **** Support, the difference shall be adjudtas part of the true-up
calculation for such year, and if insufficient, thghall be factored into any subsequent Year gatisfied. If it is determined at the
end of any Year that BAC earned more **** Suppdwan it was provided in such year, an adjustmerithgilmade in conjunction
with the **** Support available in the first quartef the next Year. A portion of the annual **** Sport will be allocated to each
**** hased on each **** as calculated based on fir@r Year's actual **** for such ****, unless oterwise mutually agreed.
Notwithstanding the foregoing, any **** Support e in **** shall be decreased by (i) the costtf* incurred by BAC prior tc
the execution of this Agreement and (ii) the cdstt* incurred pursuant to the terms of any othegreement in effect between the
parties at such time. Deployment of the annual *8tipport shall be determined by the Co-Chairs éised below) in their
reasonable discretion.

**xx - Support. For each Year during the **** Term, MasterCard $mahke available to BAC **** Support, which amoushall be
based upon **** and as set forth in this SectiofR (“Support”). The total amount of **** Support ailable to BAC in each Year
of the **** Term will be determined in accordancétiwthe following calculation

*kkk

**+x |n addition, BAC shall be eligible for increental **** Support (“Incremental **** Support”) fothe period ending on ****
(the “**** Year,” or “Year"), for a total of up tg**** in **** Support and Incremental **** Support r such period, subject to
**x% pursuant to Annex L. If it is determined atetend of any Year based upon the actual **** foctsYear that BAC did not earn
the full amount of **** Support or Incremental ***support for such Year, the difference shall beistgd as part of the true-up
calculation for such Year, and if insufficient, thehall be factored into any subsequent Year satisfied. If it is determined at the
end of any Year that BAC earned more **** Suppdwi it was provided in such Year, an adjustmentheilmade in conjunction
with the **** Support available in the first quartef the next Year. Deployment of the annual ***t$port shall be determined by
the Co-Chairs (as defined below) in their reasomdidcretion. Until BAC provides the forecast reqdiby ****, the **** for any
Year shall be ****,

**x - Committee. For each **** g **** committee will be establishethat will be c-chaired by MasterCa’s **** gr ****
designee, and a designated BAC executive (the “Bair€’). The Co-Chairs will oversee and approveratiatives to be funded by
the **** Support. Deployment of all **** Support wi be based on a disciplined business case andtpddion process, as may be
determined by the (-Chairs, in their reasonable discretion, from timéime.
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D. ** Committee.For **** a **** committee will be established thawill be co-chaired by MasterCard’s **** or **** dgignee,
and a designated BAC **** executive (the “Co-Ch&jr’he Co-Chairs will oversee and approve allifiives to be funded by the
**xx Support. Deployment of all **** Support will e based on a disciplined business case and @aiiith process, as may be
determined by the (-Chairs, in their reasonable discretion, from timéime.

E. Use of**** Support. **** Support available in any Year shall be usedsinch Year to support the growth of MasterCard €ard
only, and the deployment of **** Support in any Yeshall be determined by **** of such Year. Examplef potential deployment
of the annual **** Support or **** Support budgetaclude, but are not limited to, those set fortlhimex D. In the event ****
Support is used to reimburse BAC, then BAC shall/jate to MasterCard appropriate detailed invoiegspsrting such
reimbursement

F. No Carry Over. To the extent that the entire value of any **** $ugpt available in any Year of the Term is not useduch Year
any such unused **** Support will be forfeited, amhsterCard will have no obligation to make anyatetor other consideration to
BAC for the unused amount of **** Support, providdtbwever, that in the event a reasonable persathdwtetermine in good fai
that MasterCard has failed to act reasonably exipedly in assisting BAC to utilize such budgetgsying any Year, then the
unused portion of such budgets for that Year shillinto and be added to the budgets for the foihg Year.

2.5 *** Support.
A. *** Support. MasterCard will provide annual support of up to *for **** services for **** ( “**** Suppor”).

B. *** Support. MasterCard will provide annual support of up to *tfuring the **** Year and up to **** for **** Year **** for
*rrx gervices for ***x (“**** Support”). In the event that BAC'’s actual **** for any Year is **** of he **** for such Year, then
MasterCard may, in its sole discretion, **** the***for the **** Year.

C. Value and Use of SupportDeployment of the **** Support and the **** Suppoftollectively, the “**** Support”) in any Year
shall be determined by **** of such Year, and shalmanaged and delivered by MasterCard. The wdlte™* shall be
determined in accordance with **** standard pricingeffect at the time such **** Support is deligt. MasterCard’s obligation to
provide this support is subject to BAC’s execution delivery to MasterCard of reasonable and apiatepprotective
documentation. Examples of potential utilizatiortheg **** Support include, but are not limited tbdse set forth in Annex |

D. No Carry Over. To the extent that the entire value of any **** Qugpt available in any Year of the Term is not useduch Year,
any such unused **** Support will be forfeited, akthsterCard will have no obligation to make anyatelor other consideration to
BAC for the unused amount of **** Support, providdtbwever, that in the event a reasonable persatdwdetermine in good fai
that MasterCard has failed to act reasonably exipedly in assisting BAC to utilize such budgetdsiying any Year, then the
unused portion of such budgets for that Year sbdlinto and be added to the budgets for the foitm Year.

2.6 Additional Support.

A. Initiatives. MasterCard will provide additional support to BACHe used in the **** Year of the **** Term for th&** initiatives
as set forth in Annex F (the “Additional SupporfTp the extent that any services relating to anlyaitive set forth in Annex F are
be provided by **** MasterCard’s obligation to pride Additional Support for such initiative is sebf to BAC'’s execution and
delivery to MasterCard of appropriate documentatigth **** before work begins. MasterCard and BAdIw
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2.7

*kkk
*kkk
*kkk
*kkk

*kkk

2.8

work together in good faith to expedite the initias in Annex F so that the Additional Support banused in ****,

No Carry Over. Use of Additional Support shall be determined by**%f the **** Year. To the extent that any of th&dditional
Support set forth in Annex F is not spent in th&**Year, any such unused Additional Support will foefeited, and MasterCard
will have no obligation to make any rebate or ott@msideration to BAC for the unused amount of Aiddal Support, provided,
however, that in the event a reasonable persondndrtermine in good faith that MasterCard has diaiteact reasonably
expeditiously in assisting BAC to utilize such batg) during such Year, then the unused porticsuch budgets for that Year st
roll into the following Year. Notwithstanding théave, in the event BAC is unable to utilize the Aidthal Support in ****
MasterCard will make a good faith effort, where raygpiate, to preserve such Additional Support fév@Buse in ****, the
preservation of Additional Support to be determibgdVasterCard in its sole discretic

**Ex Support.

A.

MasterCard will provide BAC with an annual incertifor ****, pursuant to the table below, for eacledf of the **** Term in
which certain **** thresholds, as set out belowe anet for ****, The **** shall be calculated in aczdance with the formulas in
Annex G.

*kkk
*kkk
*kkk
*kkk

*kkk

For the purpose of calculating this incentive foy & ear, a ****. All must have achieved an aggregainnualized, minimum ****
of **** annually (“****”) to fully earn the incentive. See Annex G for a sample calculation.

In the event that at least a **** is achieved iryafear, but there is **** shortfall, the **** willbe reduced by a percente
equivalent to the **** shortfall ****,

Once the **** required to allow BAC to **** has beecompleted by BAC during the Term and such congpiedate has been
reported to MasterCard, MasterCard will provide fiiowing additional support to BAC, based upor #innual **** commitment
made by BAC, during the twelve month period follagisuch **** completion date

*kkk

Provision of such additional support shall be scibje execution by BAC of reasonable and appropiiabtective documentation. In the
event that BAC does not attain the **** commitmémt* for such first Year, then it shall ensure thatich **** commitment is attained
in the subsequent Year.

*x% Bonus.MasterCard will also provide a **** bonus to BAC @ach Year in which the Annual Target (as defime8ection 3.1
below) for such Year is achieved, pursuant to #leutations and subject to the limitations heré&iti*¢”). The amount of **** paid to
BAC shall be **** that BAC achieves **** the Annualarget, such that only the **** that is **** the Anual Target shall be eligible for

such support. **** Notwithstanding anything to thentrary, for the purposes of performing the caltiahs required by this Section
**+x shall not include ****. Notwithstanding anyting to the contrary, for the purposes of perforntimg calculations required by this

Section ****, shall include ****,

In the event that MasterCard **** such Cards ***hd BAC **** unless the **** by MasterCard ****. MagerCard will determine the
amount of the applicable **** and to the extenisit*** than the **** paid by MasterCard, Master@a will pay to BAC the **** as
determined by MasterCard in its sole discretion.



In any case, MasterCard will use reasonable efforeisure the **** will be used to support carduance programs.
The parties hereto acknowledge that nothing in$leistion 2.8 will be interpreted as MasterCard irugior not requiring ****,

2.9 Acquired Portfolios.

A. BAC shall promptly notify MasterCard of any Acgudrortfolio transaction as soon as reasonably ipedate after such transaction

is finalized. In the event that BAC acquires anyskaCard payment card portfolio or any entity Wifers, or intends to offer,
payment card programs similar to the programsahathe subject matter of the Agreement, then tteassociated with such
acquired portfolios or programs will be eligible the **** and incentives and such portfolios oograms will be subject to all
other provisions of the Agreement at such time *&d subject to ****,

B. Inthe event that BAC acquires a portfolio of MaS@rc-branded Cards generating an average aggregatel dffuzf **** or
*xxx | the **** (together with the Quarterly ****) and Annual Targets will each be automatically adgjdgfsuch revised ****, the
“Revised ****”; such revised Annual Targets, the éRsed Annual Targets”) by MasterCard to reflect*®f the prior **** of
**+x generated on such Acquired Portfolio (the “***). With respect to ****, such acquired portfolisolumes will be eligible for
**+x gs outlined herein upon inclusion of such vates in BAC's reporting and upon adjustments asigeavabove. See Annex H
for an example of this calculatic

C. Notwithstanding anything in this Agreement to tleattary, in the event that BAC acquires a portfalidviasterCar-branded ****
Cards, the **** generated by such Cards **** BAC*$** Requirement or **** Requirement set forth inegtion 3.1B and 3.1C,
respectively

2.10 **** |ncentive.
A. ***|ncentive. In consideration of BAC’s comitment **** of the **** MasterCard will pay BAC *** after **** and ****, This
section is subject to the provisions of SectiorB3.1

B. ***|ncentive. In consideration of BAC’s comitment **** of the **** MasterCard will pay BAC *** within forty-five days of
the **** occurring on a MasterCard-branded **** Gahissued by BAC. This section is subject to thevmions of Section 3.1C.

2.11 *** Bonus.In the event that in any Year during the **** Tettime actual **** exceeds the minimum **** thresholdet forth in the
table below (the “Minimum **** Threshold”) for sucear, MasterCard shall pay to BAC for such Yeaaamwunt equal to **** the
incremental **** determined in accordance with fiedlowing calculation:

*kkk

*kkk

Year *hkk *hkk
jrara P T kkxx
a— a— -
Fkkk Fkkk Fkkk
a— a— -

2.12 *** Support. MasterCard will provide BAC with **** supporting ** Cards with a value of **** in **** Year of the *** Term for
*rx gpproved in advance by **** (“**** Sypport”). MasterCard will work jointly with BAC to **** will receive ****. In the event that
BAC's actual **** for any Year **** of the **** for such Year, then MasterCard may, in its sole digmrereduce the **** Support for the
x Year.



BAC Covenants.

In consideration for the Support to be provide@&C by MasterCard as described above and to ther ééhms and conditions set fortt
the Agreement, BAC agrees and acknowledges that:

3.1 Annual Volume Targets.

Year

“Annual Target” when used in this Agreement, shall have the follguineanings with respect to **** in each Year oé th**
Term:

Annual
Target:

*kkk

*kkk

*kkk

*kkk

*kkk
*kkk
*kkk

*kkk

*kkk

“*rex - Requiremen” when used in this Agreement, shall have the follmaeanings with respect to **** generated
MasterCar-branded **** Cards in each Year of the **** Tern

Year *+% Requirement:
*kkk $ *kkk
*kkk $ *kkk
*kkk $ *kkk
*kkk $ *kkk
*kkk $ *kkk

In the event that by **** or in any **** Year durig the **** Term the **** than the **** Requiremenfor such period (the “****
Year”), then BAC’s **** for such shortfall, excepts provided in Section **** shall be to pay to MasCard an amount calculated
using the following formula:

*kkk

**x_|f in the Year immediately following **** Year BAC **** the shortfall from such **** Year by geerating **** in excess of
the **** Requirement for such Year by an amounteatst equal to **** Year, then **** pursuant to ** Section **** for such
* Year.

‘% Requirement,” when used in this Agreement,ahhave the following meanings with respect to*tfenerated in each Year
of the **** Term:

Year *+% Requirement:
*kkk *kkk
*kkk *kkk
*kkk *kkk
*kkk *kkk

*kkk

In the event that by **** or in any **** Year durig the **** Term the **** of **** generated **** tha n the **** Requirement for
such period (the “**** Year”), then BAC's **** forsuch shortfall, except as provided in Section **$hall be to shall pay to
MasterCard an amount calculated using the folloviargiula:

*kkk

**x_|f in the Year immediately following a **** Year BAC **** the shortfall from such **** Year by gnerating **** in excess
of the **** Requirement for such Year by an amoanieast equal to **** Year, then **** pursuant t&** Section **** for such
ek Year.



3.2

**k% Requirements.

A. .****

1. “xrxx - Requiremen” when used in this Agreement, shall mean, for eagdr 6f the **** Term, ****,

2. In the event that in any given Year of the **** Terthe **** equals or exceeds the **** Requiremenitldoes not equal «
exceed the relevant Annual Target described ini@e8t1A above, then prior to performing the cadtigns with respect to
MasterCard-branded **** Cards pursuant to Sectioth2 relevant **** and other incentives in respetsuch Year ****
will be adjusted according to the followir

*kkk *kkk *kkk

*kkk *kkk *kkk

*kkk *kkk *kkk

*kkk *kkk *kkk

*kkk *kkk *kkk

*kkk *kkk *kkk
Please see Annex | for a clarifying example.

3. In the event that in any given Year of the **Férm the **** for such Year falls within the **** i the table above, and:
() in such Year the rate of **** gver the prior ¥€s **** and (ii) in such Year the **** rate for b****, then BAC'’s
relevant **** for such Year for **** Cards will beadjusted as if BAC's, **** pursuant to the termsAfnex J, attached
hereto.

B. ****.

1. “xrxx - Requiremen” for each Year of the **** Term, means **** satisfiyg the following **** requirements ****;

Kkkk (|n USD) Fkkk Fkkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk *kkk *kkk
*kkk $ *kkk

$ *kkk

2. (a) In the event that in any given year of the *F&rm the actual ****, does not satisfy the **** Reirement, **** BAC
**xx Card pricing will remain at standard pricing**, and BAC shall not receive any ****, nor **** Qupport, for
MasterCard-branded **** Cards in **** that year. €prior sentence shall not apply to a **** if, withspect to such ****,
i) *** makes it, in the opinion of a reasonablerpen, **** to satisfy such requirement or ii) BAGtifies MasterCard in
writing within 180 days prior to such **** Ye!s end of BA('s decision to ****, provided BAC also ****,

(b) In addition, in the event a BAC **** falls belothe respective **** Requirement, BAC will haveitty (30) days to

negotiate with MasterCard in good faith to impletr@iplan to cure the shortfall within a mutuallyeed, reasonable period
of time, during which the **** will continue to beligible for **** If no such plan is agreed to wiin thirty (30) days, or if
BAC does not cure the shortfall within the agre@dwutimeframe, the **** will revert to standard ***pricing. In either of
the foregoing events, BAC will pay to MasterCard thfference between the **** pai

9



C.

3.3

pursuant to this Agreement and the MasterCard &tdr@ricing for ****, if any, for such **** from tre date of such defau

3. However, with respect to the **** the **** jsnicluded in total **** for the purpose of calculagjrt***, which shall only
apply to the ****_|n the event that (i) BAC **** he **** Requirement, ****  and (ii) any of BAC’s *** have **** their
respective **** Requirements **** then BAC's ****pricing for all **** for such Year shall be at MastCard Standard
Pricing and no other **** incentives shall be paidpayable to BAC for such Year. ***

4, Notwithstanding the foregoing, in the event th&t*4 but MasterCard experiences **** in such **** dring such ****
Year, resulting in **** and BAC's actual **** is geater than **** in such **** Year, then BAC’s ****will not be deemed
to be in **** and will therefore continue to be gible to earn the **** pursuant to Section

*kkk

The“**** Requiremen” for each Year of the **** Term, means **** set at¢ actual **** achieved during ****.

(a) In the event that by the end of any given Ydahe **** Term the actual **** does not satisfijne **** Requirement for
such Year, **** pricing will remain at MasterCardéhdard Pricing ****, and BAC shall not receive afiy*, nor ****
Support, for MasterCard **** Cards in that Year.& prior sentence shall not apply if **** makesiit,the opinion of a
reasonable person, **** to satisfy such requiremami) BAC notifies MasterCard in writing within80 days prior to such
***x Year 's end of BACs decision to **** provided BAC also ****.

(b) In addition, in the event **** falls below the ***Requirement, BAC will have thirty (30) days to négte with MasterCar
in good faith to implement a plan to cure the dladinivithin a mutually agreed, reasonable periodimie, during which ****
Cards will continue to be eligible for ****_If nguch plan is agreed to within thirty (30) daysif@AC does not cure the
shortfall within the agreed-upon timeframe, then@Will revert to standard pricing for ****_ In eitr of the foregoing
events, BAC will pay to MasterCard the differenetvieen the **** paid pursuant to this Agreement ainel MasterCard
Standard Pricing, if any, for ****, from the daté such default

Non-Conversion.During the Term, BAC will use a retention and aation procedure to activate and retain all Masted@manded
Accounts.

***x*x Cards. Notwithstanding any other provision of the Agreemn@mcluding, without limitation, this Section 3.83y*, is required by ar
unsolicited organization endorsing a program, aspant to unsolicited cardholder requests, Master@ey **** in the event that ****,
In the event of a **** due to ****, BAC shall themgter ****,

*xx Cards. (i) Unless **** is (a) required by an unsolicitedganization endorsing a program or (b) pursuaninsolicited cardholder
requests, MasterCard may **** in this Agreementhie event that ****,

(i) Notwithstanding the foregoing, in the eventtbé **** an endorsing program, **** of this Agreeemt without giving rise to a
MasterCard ****, provided that if BAC does not mdhae **** Requirement in Section 3.1B by **** of #**** Term, BAC will pay to
MasterCard an amount determined by the followirlgudation:

*kkk

**+* This Section shall survive the expiration termination of this Agreement.

**** including a **** required by an unsolicited agganization endorsing a program, BAC will first **hich efforts shall follow BA(s
retention and activation procedures ****, In additj **** is required by an unsolicited organizatiemdorsing a program, **** shall
include giving ****,

10



3.4

3.5

3.6

3.7

An “Active MasterCard **** Card Account” shall meamMasterCard-branded **** Card Account ****, An “étive MasterCard ****
Card Accour” shall mean a MasterCebranded **** Card Account ****,

Portfolio Transfer.

A. If during the Term BAC in any way divests to #imer MasterCard issuing member a portfolio of argstdrCard Cards subject to
this Agreement, then BAC shall **** convince thetigy acquiring such Cards to maintain the Masteddaand on such Cards for
the duration of the Tern

B. If during the **** Term BAC in any way divests tmather MasterCard issuing member a portfolio of fde@ar-branded ****
Cards **** that would have been subject to the terofi this Agreement had no such divestiture occufag'Divestiture”), then
BAC shall **** convince such purchaser/transfereeconvert such MasterCard-branded **** Cards as teli@3ard-branded ****
Cards onto its **** and to reissue such MasterChardnded **** Cards, if the new issuer is otherwigEng to reissue such cards
MasterCard-branded **** Cards. In the event that®@A successful in so convincing such purchasegfesee, then, subject to its
reporting obligations under Section 4.4, the Anniedgets will each be automatically by MasterCaréb amount equivalent to
*rxx of ¥+x generated by such divested MasterCafdhrds (subject to the next sentence, the “Revisatlal Targets”). In the
event that in connection with a Divestiture, BAQuissuccessful in so convincing the purchaser/teaasf then the Annual Targets
will each be automatically **** by MasterCard by amount equivalent to **** generated by such diegsMasterCard Cards
(subject to the previous sentence, the “ReviseduAhmargets”). See Annex K for an example of tlakcalation. For the avoidance
of doubt, the parties agree that a securitizatiostloer funding financing arrangement undertakethénordinary course of BAC'’s
business, excluding a sale of individual portfoli@sdescribed above, shall not be considered asiitive.

Use of Support.BAC agrees that it shall use all Support exclugivelgrow its MasterCard Card business and willus® any Suppo
for the benefit of any Card brand other than M&&&ed, unless otherwise agreed by MasterC

*+x  BAC and MasterCard agree to work together, **** ithgrthe Term to develop MasterCard Card productspaograms to b
offered through BAC’s ****_ To the extent that ***BAC will (i) introduce, deploy and maintain MasBard Card products and
programs in BAC’s **** and related systems and pmsses; and (ii) ensure access and support systeitine fdistribution and active
marketing of MasterCard Card products **

**% Requirement. **** MasterCard branded **** Card issued by BAC shae required **** provided that such Card ****, A
MasterCard-branded **** Cards issued by BAC sha&l*5**, provided that BAC shall **** be required t¢*** Cards related to debit
portfolios acquired **** the date of this Agreeme

General Terms and Conditions.
Payment.

A. During each quarter of the Term, BAC shall pdyees at MasterCard Standard Pricing as appleabter the Rules and with the
same frequency as required in MEBS ManualAt the conclusion of each Year and/or calendartguaf the Term, as detailed in
Sections 2 and 3, above, and within thirty (30)=dafter BAC has provided the Required Reportstdichgeriod, MasterCard shall
make the appropriate calculation and adjustmeBAg®’s actual payments of the standard fees for pefod versus the payments
actually required pursuant to Sections 2 and &rRoi making any payment required by Section 2,tet&ard shall first net out all
amounts owed by MasterCard versus amounts ovebyadd owed to MasterCard pursuant to such Secfams3. ****

B. MasterCard shall not be obligated to make and raaganably condition any payment, waiver, rebatetloer provision of Suppo
on BAC'’s providing the Required Reports. Any Supgayments owed by MasterCard to BAC shall be méal¢he MasterCard
Consolidated Billing Systen“MCBS") or

11



4.2

4.3

4.4

4.5

4.6

4.7

4.8
4.9

by other means as mutually agreed. MasterCard atdyasterCard option, recover any amount that is owing from Bé&@ler this
Agreement by debiting BAG'MCBS account or by netting future amounts oweibgterCard to BAC against such amounts ¢
to MasterCard by BAC. For clarification purposesthing in this Agreement shall in any way limit Me<Card in its ability to bill
BAC under MasterCa’s normal billing process or procedur

Taxes.All payments made by the parties under this Agredrakall be deemed inclusive of all taxes includimgt not limited to, value-
added (VAT), sales, use, occupancy, excise andrirdaxes. The sole obligation to report and remyttaxes shall be that of the party to
which the payment is mad

Term. The obligations and commitments pertaining to *ti*this Agreement shall commence as of the Effecihate and terminate «
***¥% unless sooner terminated in accordance witls tAgreement or the mutual agreement of the pafties"“**** Term”). The
obligations and commitments pertaining to **** ini$ Agreement shall commence as of the date ofutierof this Amended and
Restated Agreement and terminate on **** unlessgo terminated in accordance with this Agreemeni® mutual agreement of the
parties (the***** Tern™), “**** Tern” and“**** Tern™, when discussed collectively, shall be referredsttha” Tern™.

Reporting. In addition to any reporting required under thed2uBAC shall provide MasterCard and MasterCardl phavide BAC with
reporting as detailed in Exhibit C (“Required Repr Each party will provide appropriate suppogtimaterial and back-up as the other
party may reasonably request to support all ReduReports. MasterCard may audit the QMR as providéde Rules. With respect to
the Required Reports other than the QMR, Master€laatl have the right (not to be exercised more thace in any twelve month
period) to require that a third party certified agoting firm to be mutually agreed upon by the iparperform an audit of the relevant
portions of BAC'’s books and records as is reas@abt necessary for the purposes of verifying thguired Reports. MasterCard shall
pay for the cost of any such audit requested by ithe purposes of verifying the Required Repartkess the results of the audit prove
that BAC has **** its reporting obligations unddri$ Agreement; in which case BAC shall pay fordbst of such audit. The indepenc
certified accounting firm then being utilized by BAwill be designated the certified accounting fierbe used unless such accounting
firm is impermissibly conflicted as determined lwck accounting firm. Any payments due hereundevibgterCard may be delayed by
MasterCard until fort-five (45) days after the backup is provided antiieraudit is undertaken and shall be amended aspgte.

Quarterly and Annual Performance Review.Upon the conclusion of each quarter of each Ye#h®fTerm, BAC will meet witl
MasterCard at a mutually agreeable time and locdtiqointly review BAC’s performance and Master@arcalculations as submitted in
Required Reports under the Agreement for purposessuring the mutually satisfactory progress efdbjectives of this Agreement and
other initiatives as mutually agreed between BAG BlasterCard

Other ****_ **+* for MasterCard-branded products that are **** will remain at Mas@ard Standard Pricing, including but not limitec
the fees set forth in Exhibit B, Section C ***

Net Incentive Support. Notwithstanding the provisions of Section 4.1, Supamounts payable in any given Year under thikz&ment
shall be reduced by the amount of any other paymeeeived by BAC from MasterCard for the same Yaarsuccessor to an acquired
Person or Acquired Portfolio, under any benefippart, or incentive arrangement between Master@addsuch acquired Person or its
Affiliates or the transferor of such Acquired Polib in connection with any MasterCard Car

*kkk

Other Agreements.

A. This Agreement constitutes the entire agreememidest the parties with respect to subject mattexdfeand, except as not
herein, supersedes any other prior oral or writigreement regarding the subject matter hereofdirg the Prior Agreement.
Notwithstanding the foregoing, the cert

12



obligations and provisions within **** that are eiqtly set forth in Exhibits G1 and G2 attacheddte (the “****”) shall survive
unaltered and shall operate in accordance with teens only, for the term of the applicable agreatror as otherwise stated witl
such agreement. Defined terms within the **** shadlve the meanings as set forth in the applicajreeanent. In the event of a
conflict between the terms of this Agreement ardtémrms of the **** the terms of the **** shall erol; provided, however, that
none of the **** shall apply to Accounts createdeaf**** for the Agreements set forth on Exhibit G

B. The parties acknowledge and agree that this Agreedoes not supersede and is not otherwise intetodaiter or amend any asp
or provision of any other agreement between ***4ttis not an agreement with respect to **** for Nlerxard Card programs (e.qg.,
*%)_All terms and commitments in any such agreemis shall survive and operate in accordance Wéh terms. Nothing in this
Agreement will limit or preclude MasterCard’s or BA rights or remedies at law in the event of aabheof any provisions of any
agreements or **** that are not otherwise superdeatecording to this Section 4.

4.10 Standard Terms and Conditions.The Standard Terms and Conditions attached hesdixlaibit H (the" Standard Terms ar

Conditions”)are incorporated by reference and made a parioAtreement and will have the same force and eésdf fully set forth il
this Agreement

4.11 Notices.All notices relating to this Agreement, must beniriting and will be deemed given upon hand deliveryipon receipt if sent k
an overnight courier delivery service of generahawercial use and acceptandee(, Airborne, Federal Express or UPS) to the follayin
addresses or such other address as may be laignatesl by notice given by such pai

If to BAC: Bank of America, N.A.
Attn: Industry Relations
1100 North King Street
Wilmington, Delaware 19884
Mailstop DE5-007-02-10

Attention: Mr. Michael R. Wright
with a copy to the office of the general counsehéat address:

101 South Tryon Street

Bank of America Plaza
Charlotte, North Carolina 28255
Mailstop NC1-002-29-01

If to MasterCard:  MasterCard International Incorporated
2000 Purchase Street
Purchase, New York 10577

Attention: Mr. Gary Flood

with a copy to the office of the general counsehatsame address.

*kkkhkkkkkhhhhkrikkkx
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This Agreement is executed as of **** and is effee as of the Effective Date.

BANK OF AMERICA, N.A.

By:
Name:
Title:

MASTERCARD INTERNATIONAL INCORPORATED

By:
Name:
Title:

By:
Name:
Title:
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EXHIBIT A
DEFINITIONS

A. “Account” means the line of credit, deposit account, assmtuact or other source of funds that are accessed@ard.

B. “Acquired Portfolio” means MasterCard Cards acquired by BAC throughrgeneportfolio acquisition or similar bulk acquien of any
kind (and including without limitation the right tgperate and manage any such acquired portfoliohgithe Termhowever, such term shall
specifically not include any acquired MasterCarddSahat were lost to attrition after acquisitiant before being included in the Required
Reports as a result of material delinquency ordstethcharge-off.

C. “Actual Quarterly ***** means the **** reported in the BAC QMR for any gtearduring the Term.
D. “****"  means the sum of the **** reported in the BAC QM&t the 1stthrough 4" quarters of each Year during the Term.

E. “Affiliate” means with respect to any Person, any other Pénsodirectly or indirectly through one or moréeirmediaries, controls, is
controlled by or is under common control with, siRdrson.

F. “Annual Targets”shall have the meaning set forth in Section 3.1A.

G. " ATM” means Automated Teller Machine.

H. “**** Requirement” shall mean have the meaning ascribed to it in Sedti**.

[ “***"  means the relevant numbers to be applied in cdlogléhe **** paid or payable by Bank of Americas get forth in the ****,

J.“Card” means any general purpose payment card, includipgbank card, credit card, charge card, travelartdrtainment card, debit ce
ATM card, prepaid card, smart card, stored-valud,czo-branded card, virtual card or any combimatieereof that is issued in the Territory,
and the Account associated with such c@akd also includes the Account number(s) or alternatieeles of access to the underlying Account
(e.g.,a convenience check or a virtual card).

K. “Commercial Credit Card"means a Credit Card that is issued pursuant tsiadss card or commercial card application; ndtigtiag a
Debit Card.

L. “Consumer Credit Card’means a Credit Card issued pursuant to a conswargapplication; not including a Debit Card.

M. “control” (including the terms “controlling”, “controlled bygnd “under common control withtheans the possession, directly or indire:
of the power to direct or cause the direction efttranagement and policies of a Person, whethaudhrthe ownership of voting stock, by
contract, or otherwise.

N. “H57  means .
O. “***" means, for each Year of the Term, ****,

p."****" get forth in Exhibit B, Section A.

Q. “Credit Card” means any Consumer Credit Card or Commercial C&atitl issued by BAC in the Territory, that is n@ebit Card.

R. “**** Support” shall have the meaning ascribed to it in ****,

S. " means, for any period of calculation, ****.

T. “***" means, for any period of calculation, ****,

U. “Debit Card” means a prepaid Card and any Card issued by BAl@ii** that can be used to access checking, sgsjimow, current,
deposit or share draft Account or other prepaicdbd@mount, which is
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maintained by or on behalf of a cardholder with Ba@l where such funds are immediately debited soom Account.
V. “**** Support” shall have the meaning ascribed to it in ****,

W. “***** means, for any period of calculation, ****,

X. “Effective Date” means ****.

Y.+ means the relevant number to be applied in caiagldhe **** by Bank of America ****,

7 ok

AA, Fhr

BB. “****"  shall mean the actual **** generated in any giveeasurement period (e.g., quarterly or annually)taedactual **** generated i
any given measurement period.g.,quarterly or annually) **** (if annually) or **** (f quarterly) for that same measurement period.

CC. “***" means the relevant numbers to be appliedciaculating the **** paid or payable by Bank of Amea, as set forth in the ****,

DD. “Law” means all statutes, rules, regulations, court srd@msent decrees and/or laws which apply totg Garthe reasonable legal
opinion of counsel to such party) and affect mattemtemplated by this Agreement, and all genematiples of equity.

EE. " Maestro” when used as a noun, means Maestro U.S.A.,dnd, when used adjectivally, refers to the Mae3band or any successors
or replacements to such brand.

FF.* Maestro Cards means a Debit Card bearing the name, logotyplegnam, or other service marks or devices of MaestiS.A., Inc., or
otherwise providing the functionality associatedhwhe same.

GG. “ **** Requirements” shall have the meaning set forth in Section 3.1C.

HH. * **** " ghall mean **** generated by **** Cards.

II. “**** Support” shall have the meaning ascribed to it in Sectidn &d shall include **** Support and **** Support.
JJ *kkk

KK. “MasterCard Card” means a Card containing the name, logo, holograservice marks of MasterCard, or any Card that'MessterCar
Card” functionality or acceptance utility issuedaiccordance with and as defined in the Rules eceffom time to time.

LL. “MasterCard Competitor’'means **** and any other brand or payment form ti&t parties mutually and reasonably determinestmb
competition with any MasterCard Card.

MM. “MasterCard ****” means, for any period of calculation, the **** by** compared to **** by all **** in such period ****.

NN. “ MasterCard Standard Pricingmeans the issuer fees that would apply to BACeuribde Rules as they pertain to the corresponding
Territory for the period in issue ****,

00. “MCBS Manual” means théMasterCard Consolidated Billing System Manpaé provided to members from time to time.

PP.“**+"  means, for any period of calculation during therifeall **** in such period and that are targetedt¢* whether MasterCard-
branded or bearing any other payment brand.

QQ. “****"  means, for any period of calculation during thenfer*** in such period and that are targeted to ***
RR. “ **** Requirements” shall have the meaning set forth in Section 3.1B.
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SS.“**" means the applicable incentive paid for **** puasii to the terms of ****,

TT. “Person” means any individual, partnership, corporationl(idmg business trust), limited liability compargint stock company, trust,
unincorporated association, joint venture, or othgity, or a government or any political subdigisior agency thereof.

UU. “ PIN " means a cardholder’s personal identification namised by a cardholder to authenticate card owwigefer ATM or POS terminal
transactions.

VV. * POS” means the point of sale of goods or servicesatdlmwlders.
WW, “***x7 ghall mean, for any period of calculation during frerm, the sum of **** and **** during such period

XX. “Required Reports”shall mean the reports BAC shall provide to MastedGas set forth in Section 4.4 hereto, and shellude
MasterCard’s Quarterly BAC Reports (“QMR?).

YY *kkk

ZZ. “Rules” means the MasterCard Bylaws and Rules, the Cirraddiide Operating Rules, regional Maestro licernsibes, and any other
directive, memorandum, policy, or other requirenmiergosed by MasterCard, Maestro, Cirrus, or angotfi MasterCard’s Affiliates relating
to MasterCard Cards, Maestro-branded Cards, ou§lranded Cards, as such bylaws and rules, opgraties, licensor rules, directives,
memoranda, policies, or other requirements maynenaed from time to time.

AAA. “****" means the **** that are defined in ****,

BBB. “****” means the **** set forth in ****,

CCC. “****" means the **** for which the **** are set forth in ****,

DDD. “ Support”means the obligations of MasterCard contained tiGe 2.

EEE. “Term” shall have the meaning ascribed to it in Secti@n 4.

FFF. “Territory” means the ****,

GGG. “USD” means United States Dollars.

HHH. “****" shall mean the **** used to determine whicbf the **** and **** are applicable.

lll. “Year” shall mean each consecutive 12 month period oAgreement with the first such period commencingrenEffective Date.
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A. Core Fee!
1.

Kkkk

Authorization:

*kkk

Settlement;

*kkk

Connectivity:

*kkk

*rk Assessments:

*kkk

EXHIBIT B
CORE **** FEE DETAILS
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EXHIBIT C
REQUIRED REPORTING

A. In addition to any reporting required under Bdes, BAC shall provide MasterCard at the endaahecalendar quarter during the Term the
following reporting:

1. BAC shall make **** submit fifteen days (1&)llowing the end of each calendar quarter but Wwisball be submitted no later than thirty
(30) days following the end of each calendar quarteport for **** in the form attached as Exhilidt hereto, which shall include a **** repc
for each ensuing quarter of the Year following soatendar quarter. Additionally, BAC shall make **3ubmit by **** of each Year an ****
report for the following Year. **** that **** will be ****, In addition, BAC shall provide MasterCawith a **** forecast for **** jn ****,

2. Inthe event that BAC acquires any AcquiredfBlio generating an average aggregate ****, tfghC will **** disclose the **** on such
Acquired Portfolios to MasterCard for purposes etiedmining the **** and Revised Annual Targets; rewgr no benefits or incentives shall
available under this Agreement to the MasterCandi€eontained in such Acquired Portfolio generatingaverage aggregate **** until such
time as BAC discloses such information to MastedGard such determinations are made by MasterQedjdterminations not to be
unreasonably withheld or delayed.

2A. Inthe event of **** an endorsed program wihiresults in **** outlined in Section 3.3, BAC wiprovide a report which indicates the
endorsed program **** and the number of ****_ Thigport will be provided at the conclusion of eaaaY of the **** Term.

3. Inthe event that BAC in any way divestslfts€a portfolio of MasterCard Cards generatingaaerage aggregate **** then (a) BAC will
***+* disclose the **** on such divested portfoliootMasterCard for purposes of determining the Relvilsenual Targets, and (b) in the event
that BAC is successful in convincing such purchiéisersferee to convert such MasterCard Cards asef@ard Cards **** and to reissue such
MasterCard Cards as MasterCard Cards (if the newerds otherwise going to reissue such cards), B#eC shall also **** (however ****

shall be made under this Agreement until such as8AC discloses such information to MasterCardsarah determinations are made).
MasterCard and BAC agree to explore reporting @adtéwves which may result in extracting the **** tife Acquired Portfolio(s) via ****.

4. To compute the **** BAC agrees to providg @n annual ****, by **** of the current Year, ofte **** BAC anticipates **** the Annua
Target for the following Year, (2) quarterly regog of actual **** in the current Year and (3) angcessary adjustments to the **** annual
*+x which will be subject to the ****,

5. To compute and be eligible to receive the**BAC agrees to provide (1) an annual **** by ***¢f the previous Year indicating which
*exxas well as a **** number of **** for the following Year, and (2) quarterly reporting of **** ardfull year **** of the aforementioned,
in the form attached as Exhibit E hereto.

B. MasterCard shall provide to BAC at the end afre@alendar quarter during the Term the followiegarting:

1. MasterCard shall **** provide quarterly repiog to BAC with detailed **** in the Form attacheas Exhibit F hereto within fifteen days
following its receipt of BAC’s Required Report geesified in Section A.1. above.

2. MasterCard, at the end of each Year of theedmgent will provide a ****, including, without lintation, those set forth in Section 2.3.
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BAC / MASTERCARD
KEY PLANNING METRICS

EXHIBIT D
QUARTERLY PERFORMANCE AND **** REPORT

QUARTERLY
METRICS —
1st 2nd 3rd 4th Full
Quarter Quarter Quarter Quarter Year
Total MasterCard Retail Volume (in
billions)
Total MasterCard GDV (in $ billions
QUARTERLY
METRICS —
ACTUAL
Variance Variance Variance Variance Variance
1st 2nd 3rd 4th Full
Quarter to Quarter to Quarter to Quarter to Year to
Actual Actual Actual Actual Actual

Total MasterCard Retail Volume (in $
billions)

Total MasterCard GDV (in $ billions
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EXHIBIT E
»xx SUPPORT REPORTING

Annual **** Report:

BAC / MASTERCARD
KEY PLANNING METRICS

QUARTERLY METRICS -

1st 2nd 3rd 4th Full
Quarter Quarter Quarter Quarter Year

Total MasterCard Retail Sales Volume (in $ billip
Total MasterCard GDV (in $ billions
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Quarterly **** Support Report:
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Qtr Year

EXHIBIT F

Segment Name:

Core Fees Excluding Quarterly Assessmen
Month
Month
Month

Subtotal

Quarterly Assessments
Qtr Year

Subtotal

Parent/Child Assessment Rebat
Subtotal

Total Core Fees

GDhV
Assessable Retail GD

Basis Points
Core
Deal

Fees
Core
Deal

Discount

In$
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EXHIBIT G1
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Summary

of

Provision

(for

information

purposes
Agreement Provision only)
*kkk *kk%k *kkk
*kk%k *kk%k *kkk
*kkk *kkk *kkk
*kkk *kkk *kkk
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EXHIBIT G2
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Summary

of

Provision

(for

information

purposes
Agreement Provision only)
*kkk *kk%k *kkk
*kk%k *kk%k *kkk
*kkk *kkk *kkk
*kkk *kkk *kkk
*kkk *kkk *kkk
*kkk *kkk *kkk
*kk%k *kk%k *kkk
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EXHIBIT H
STANDARD TERMS AND CONDITIONS

As provided in Section 4.10 of the Agreement, tlf#ving Standard Terms and Conditions form a p&gnd are incorporated by reference
into the Agreement.

H.1

H.2

H.3.

H.4

H.5

H.6

Confidentiality. Except as otherwise provided under the Rulesquired by Law, during the Term and for five yelfuereaftel

BAC and MasterCard will treat any information raigtto this Agreement, the existence of this Agreetnand all terms and
conditions of this Agreement as confidential. Saohfidential information shall be disclosed onlythose individuals with a
reasonable need to know within their organizatigmevided such individuals agree to be bound bycthdidentiality obligations
herein). Such confidential information shall notdigclosed to third parties without the prior weittapproval of the non-disclosing
party hereto, except that either party may disckasae to its auditors, accountants, regulatorgdom@mbers or outside counsel,
provided that such persons are advised of, anded#ee obligations of this Section H.1. The parieknowledge that, in the event
of a breach of Section H.1 of this Agreement, tbe-hreaching party will likely suffer irreparablamage that cannot be fully
remedied by monetary damages. Accordingly, in @émdiib any remedy which the non-breaching party magsess pursuant to
Law, the non-breaching party retains the righteeksand obtain injunctive relief against any sucetabh in any court of competent
jurisdiction. The provisions of this Section H.Ipsucede the confidentiality obligations containe@my prior communicatior
between the parties hereto relating to the subjedter of this Agreement. In addition, the prousiof this Section H.1 shall
survive the termination of this Agreeme

Rules.Notwithstanding anything to the contrary in thisr@gment, nothing in this Agreement shall modifyroany way affect Bar
of Americé's and MasterCa'’s respective rights and obligations under the R

Enforceability. If one or more of the provisions contained hesdiall, for any reason, be held by a court of cammtgurisdiction tc
be unenforceable or invalid in any respect undev,lsach unenforceability or invalidity shall nofedt any other provision of this
Agreement, and this Agreement shall then be coedtas if such unenforceable or invalid provisioad hever been contained
herein and the parties shall immediately commergmtiations in good faith to reform this Agreemtninake alternative
provisions herein that reflect the intentions andgopses of the severed provisions in a mannedihes not run afoul of the basis
such unenforceability or invalidit

Choice of Law This Agreement and the respective rights andyabtins of the parties hereto shall be governethéyaws of the
State of New York, excluding any “conflict of lawet similar provisions that would mandate or perapiplication of the
substantive law of any other jurisdictic

Execution AuthorityMasterCard and BAC each represent and warranitthas all necessary corporate power and authtarignte!
into this Agreement and, when executed and deliyeghes Agreement shall be each of BAC's and M&3ed’s legal, valid and
binding obligation enforceable in accordance wishtérms, except as such enforceability may bedirpy Law. Each party
represents that such party is not subject to angdipg or threatened litigation or governmental@ctivhich could interfere with
such party’s performance of its obligations hereundther than as publicly disclosed. Each parkpewledges and agrees that the
party is not an agent, representative or employéeeoother party and that neither party will halve power to obligate or bind the
other party

RemediesExcept as otherwise expressly provided hereintelreedies for breach stated herein are-exclusive. In addition t
these remedies, the parties shall be entto pursue any other remedies that they may halavadr in equity.
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H.7 Termination.

(a) Prior to the scheduled conclusion of the Tegiter party may terminate this Agreement by giviagice to the other par
in the event that the other party materially breascany of its obligations under this Agreement,olttiireach is not cured within
thirty (30) days after notice thereof, or if cuenoot be effected in such time, such additionattém is necessary to cure using
commercially reasonable effor{zrovidedthat the failure of the cure period to expire shall preclude either party from seeking an
order for injunctive relief with respect to any ach or threatened breach of the confidentialitwions of this Agreement.

(b) This Agreement will terminate immediately a¢ thlection of the non-breaching party in the etleat (i) a court of
competent jurisdiction assumes custody, attachesauesters all or a material portion of a parproperty or assets, which custc
attachment or sequestration is not suspendednoirtated; (ii) a party admits in writing its inaltylito pay its debts generally as tt
become due; (iii) a party becomes insolvent (whellyebalance sheet insolvency or a failure to nebéigations in the ordinary
course) or makes an assignment for the benefiteafitors; (iv) a party files any voluntary, or ifdre is filed against such party an
involuntary, petition in bankruptcy under the Unitstates Bankruptcy Code, or any similar bankruptcysolvency laws of
another jurisdiction (as now or in the future eedadr amended), provided that in the event of amgluntary petition the breachir
party will have a period of sixty (60) days fronettate of filing thereof to discharge the samegyba party consents to the
appointment of a receiver for all or a substarg@tion of its property or assets.

(c) MasterCard may terminate this Agreement upatytf80) days notice to BAC in the event that BA€ases to be a
licensed issuer of MasterCard branded products.

H.8 Continued Observanc&he obligations stated herein shall be binding ugiad inure to the benefit of each of the partiet their
respective successors and assigns, provided hovthaéeno party shall have the right to transfeany third party (including
without limitation, by way of sale of any Master@aCards subject to this Agreement, by voluntaringoluntary transfer, by
operation of law or otherwise) any of its rightslenthis Agreement against the other party, obtreefits thereof, without first
obtaining the prior written consent of the othertpalf any Person acquires any interest in thisefgnent or the subject matter
hereof in any manner, whether by acquiring any Bt&drd Cards subject to this Agreement, by volyndainvoluntary transfer,
by operation of law or otherwise, such interestidi@held subject to all of the terms of this Agmeent and by taking or holding
such interest, such Person shall be conclusivedynge to have agreed to be bound by, and to comifiy &l of the terms and
obligations of this Agreemer

H.9 Force Majeure Neither party shall be held responsible for anyagelr failure in performance to the extent suctagelr failure is
caused by fire, flood, explosion, terrorism, warike, embargo, government requirement, civil olitaxly authority, act of God, act
or omission of carriers or other similar causesoloelyits control, that was not reasonably foreseeabhvoidable, and without the
fault or negligence and/or lack of diligence of ttedayed party (“force majeure condition”). The raelayed party shall have the
right to terminate this Agreement if such force eumg condition endures for more than one hundreg (©40) days upon providir
at least thirty (30) days written notice to theayeld party

H.10 Indemnification Each of the parties (tt“indemnifying part”) agrees, at its own expense, to defend, proteanindfy, and hold tr
other party, and any of its directors, officers pbmgees and agents (collectively, the “indemnifiiedity”) harmless from and again
(a) any action or threatened action, suit, clairproceeding, whether or not well grounded, arigingof any (i) wrongful act or
omission of the indemnifying party, its employeggents, and subcontractors relating to the subjatter of this Agreement, or
(il) any breach of this Agreement by the indemmifyparty; and (b) against any and all expensefu@img reasonable attorneys’
fees), judgments, fines, costs, amounts paid tfesgnt or any loss or damage incurred by the indéed party, or any of the
abovenamec
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H.11

H.12

indemnified parties relating thereto. The indemimifyparty will give prompt notice to the indemndigarty of any event or
circumstance that it believes gives right to arigattion of indemnity and the indemnified party wittoperate with the indemnifyii
party in the defense and resolution thereof. Faitargive timely notice will not excuse any obligatof indemnity provided that ti
indemnifying party obtains actual knowledge of #vent or circumstance, except to the extent amimifging party’s ability to
eliminate or mitigate any claim or loss is prej@dichereby. In addition, the provisions of thist®ecH.10 shall survive the
termination of this Agreemer

Dispute ResolutiorUnless otherwise provided herein, the followinggaaure will be adhered to in all disputes arisinger this
Agreement which the Parties cannot resolve infogm@he aggrieved Party shall notify the other Pantwriting of the nature of
the dispute with as much detail as possible aimuteficient performance of the other Party. Auttent executives of each Party
with the appropriate decision-making authority (tRepresentatives”) shall meet (in person or bgghbne) within seven

(7) calendar days after the date of the writterifiocation to reach an agreement about the natuthetieficiency and the corrective
action to be taken by the respective Parties. Témrésentatives shall produce a report about theenaf the dispute in detail to
their respective management. If the Representativasot meet or are unable to agree on correctitierg senior managers of the
Parties having authority to resolve the disputdatit the further consent of any other person (“Mgmaent”) shall meet or
otherwise act to facilitate an agreement withinrfeen (14) calendar days of the date of the writigtification. If Management do
not meet or cannot resolve the dispute or agrea aparitten plan of corrective action to do so \witeeven (7) calendar days after
their initial meeting or other action, or if theragd-upon completion dates in the written planasfective action are exceeded,
either Party may pursue any rights or remediesi hrave

Miscellaneous

(@) Except as otherwise provided herein, no waiverl $leaéffective unless made in writing. This Agre@tean only be
amended or modified in a written agreement signebdth parties

(b)  The parties hereto shall ensure that theigaliibns under this Agreement are performed in atsoare with all Laws and
registrations, directions, permissions, licensesyears, consents, approvals and other authorizatibosompetent
governmental authoritie

(c)  This Agreement may be executed in one or more eppatts, each of which, taken together, shall ¢nstbut one origine
document

(d)  The captions in this Agreement are included forvemiience only and shall not affect the meaningtarpretation of thi
Agreement
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Annex B
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Annex C
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Annex D
Sample**** Support Initiatives
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Annex E
*xx_ Examples of Use

Kkkk

33



Annex F
Additional Support
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Annex G
***x - Calculations and Examples
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Annex H
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Annex J
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Annex K
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Annex L
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LIST OF SUBSIDIARIES OF MASTERCARD INCORPORATED

Exhibit 21

Name Jurisdiction
Cirrus System, LLC Delaware
MasterCard Europe sf. Belgium
European Payment Systems Services Belgium
euro travellers cheque International S Belgium
EUROCARD U.S.A., Inc New Jerse)
Eurocard Limitec England
MasterCard International Incorporat Delaware
MasterCard Advisors, LL( Delaware
MasterCard Africa, Inc Delaware
MasterCard A/P Payment Services, | Delaware
MasterCard Asia/Pacific Pte Lt Singapore
MasterCard Asia/Pacific (Australia) Pty. L Australia
MasterCard Asia/Pacific (Hong Kong) Limits Hong Kong
MasterCard Australia Ltc Delaware
MasterCard Brasil S/C Ltd: Brazil
MasterCard Brasil Solu¢des de Pagamento | Brazil
MasterCard Canada, Ir Delaware
MasterCard Cardholder Solutions, i Delaware
MasterCard Chip Standards Holdings, | Delaware
MasterCard China Holdings, LL Delaware
MasterCard Colombia, Ini Delaware
MasterCard Cono Sur S.R. Argentina
MasterCard EMEA, Inc Delaware
MasterCard/Europay U.K. Limite England
MasterCard Financing Solutions, L1 Delaware
MasterCard Foreign Sales Corporat Barbados
MasterCard Global Holding LL! Delaware
MasterCard Global Promotions & Sponsorships Aniex, Delaware
MasterCard Holding Incorporate Delaware
MasterCard Hong Kong Lt Delaware
MasterCard (India) Private Limite India
MasterCard International Incorporated Chile L1 Chile
MasterCard International Far East L Delaware



Name

Jurisdiction

MasterCard International Global Maatsct
MasterCard International Holding LL
MasterCard International Japan |
MasterCard International Korea Li
MasterCard International Philippines, h
MasterCard International, LL
MasterCard International Services, |
MasterCard Korea Ltc

MasterCard Mercosur, In
MasterCard Mexico, Sociedad de R. L. de C
MasterCard Middle East, In
MasterCard Netherlands B.
MasterCard New Zealand Limite
MasterCard Originator SPC, Ir
MasterCard Panama, S.R
MasterCard Peru, In

MasterCard Puerto Rico, LL
MasterCard Services SPC, I
MasterCard Singapore Lt
MasterCard Taiwan Ltc

MasterCard Travelers Cheque, |
MasterCard UK, Inc

MasterCard Uruguay Limitac
MasterCard Venezuela, In

MC Indonesia, Inc

Maestro International Incorporat
Maestro Asia/Pacific Ltc

Maestro Canada, In

Maestro Latin America, Inc

Maestro Middle East/Africa, In
Maestro U.S.A., Inc

Mondex International Limite:
MAOSCO Limited

Mondex International Americas, In
Mondex Asia Pte. Ltc

Mondex China Pte. Ltc

Belgium
Delaware
Delaware
South Korez
Delaware
Delaware
Delaware
Delaware
Delaware
Mexico
Delaware
The Netherland
New Zealanc
Delaware
Paname
Delaware
Puerto Ricc
Delaware
Delaware
Delaware
Delaware
Delaware
Uruguay
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
England
England
New Jerse)
Singapore

Singapore



Name

Jurisdiction

Mondex India Pte. Ltc

Mondex International (Australia) Pty. Lt
MasterCard Global Key Centre Limiti

MXI Management Limitec

MasterCard UK Inc Pension Trustees Limi
MasterCard UK Management Services Limi
Bright Skies LLC

Clear Skies LLC

EMVCo, LLC

GVP Holding Incorporate

JNS Corporation Yugen Kaisl

MasterCard GTS Holdings Private L
MasterCard GTS Software Private Limit
Mastermanager LL(

MasterCard Beneficiary Tru

MTS Holdings, Inc

Purchase Street Research, L

The Tower Group, Inc

Towergroup Europe Limite

SET Secure Electronic Transaction L

Singapore
Australia
England
England
England
England
Delaware
Delaware
Delaware
New York
Japar
Mauritius
India
Delaware
Delaware
Delaware
Delaware
Massachusett
England

Delaware



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8-B36460 dated June 30, 2006 and
No. 33:-135572 dated August 9, 2006) of MasterCard Incatgal of our report dated February 28, 2007 refatirthe financial statements,

management’s assessment of the effectivenessephaltcontrol over financial reporting and the efifleeness of internal control over financial
reporting, which appears in this Form 10-K.

P RICEWATERHOUSEC OOPERY_LP
New York, New York
February 28, 2007



EXHIBIT 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Robert W. Selander, certify that:
1. | have reviewed this annual report on Form 16fKlasterCard Incorporated,;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal controls over financial report{ag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presénta report our conclusions ab
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in the teg’s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affette registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvel financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signiffole in the registrant’s
internal control over financial reporting.

Date: February 28, 2007

By: /s/ ROBERTW. SELANDER
Robert W. Selande
President and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Chris A. McWilton, certify that:
1. | have reviewed this annual report on Form 16fKlasterCard Incorporated,;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal controls over financial report{ag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registsadisclosure controls and procedures and presénta report our conclusions ab
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such evaluation; and

d) Disclosed in this report any change in the teg’s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affette registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal cortvel financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize apbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signiffole in the registrant’s
internal control over financial reporting.

Date: February 28, 2007

By: /s/ CHRISA. M c W ILTON
Chris A. McWilton
Chief Financial Office




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of MasterChrcbrporated (the “Company") on Form 10-K for threxipd ending December 31,
2006 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report"), |, RoWgrtSelander, certify, pursuant to 18
U.S.C. section 1350, as adopted pursuant to se@€i6rof the Sarbanes-Oxley Act of 2002, that toltest of my knowledge:

1. The Report fully complies with the requiremestsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the financialdititon and results of operations of the
Company.

February 28, 2007

/s/ RoBERTW. SELANDER
Robert W. Selande
President and Chief Executive Offic




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of MasterChrcbrporated (the “Company”) on Form 10-K for trexipd ending December 31,
2006 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, CkisMcWilton, certify, pursuant to 18
U.S.C. section 1350, as adopted pursuant to se@€i6rof the Sarbanes-Oxley Act of 2002, that toltest of my knowledge:

1. The Report fully complies with the requiremestsection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the financialdititon and results of operations of the
Company.

February 28, 2007
/s/ CHRISA. M cW ILTON

Chris A. McWilton
Chief Financial Office




