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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 31, 2007
Or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number: 001-32877
MasterCard Incorporated
(Exact name of registrant as specified in its chart
Delaware 13-4172551
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification Number)

2000 Purchase Street
Purchase, NY 10577

(Address of principal executive offices) (Zip Code)

(914) 249-2000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by Seati8 or 15 (d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, poa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check One):

Large accelerated filerX] Accelerated fileE] Non-accelerated fildd
Indicate by check mark whether the registrantshell company (as defined by Rule 12b-2 of the Act)es O No

As of April 27, 2007, there were 79,748,679 shangstanding of the registrant’s Class A commonlstpar value $.0001 per share,
55,337,407 shares outstanding of the registranéss<dB common stock, par value $.0001 per shack1#82 shares outstanding of the
registrant’s Class M common stock, par value $.Q@Ishare.
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MASTERCARD INCORPORATED
CONSOLIDATED BALANCE SHEETS (UNAUDITED)

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 actatetidepreciation of $227,263 and

$220,720

Deferred income taxe
Goodwill
Other intangible assets (less accumulated amadizat $320,269 and $309,11
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 otltigiation settlements—current
(Note 10)
Accrued expense
Other current liabilitie:
Total Current Liabilities
Deferred income taxe
Obligations under U.S. merchant lawsuit and otltigiation settlements (Note 1
Long-term debt
Other liabilities
Total Liabilities
Commitments and Contingencies (Notes 8 and 1
Minority interest
Stockholders’ Equity
Class A common stock, $.0001 par value; author&660,000,000 shares, 79,748,393 and
79,631,983 shares issued and outstanding, resekst
Class B common stock, $.0001 par value; authoriz2@0,000,000 shares, 55,337,407 sha
issued and outstanding, respectiv
Class M common stock, $.0001 par value, authoriz8@0,000 shares, 1,636 and 1,600 shares
issued and outstanding, respectiv
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive income, net of
Cumulative foreign currency translation adjustme
Defined benefit pension and other postretiremests
Investment securities availa-for-sale
Derivatives accounted for as hedi
Total accumulated other comprehensive income, fn@ixc
Total Stockholders’ Equity

Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part oktheasolidated financial statements.

March 31,
2007

December 31,
2006

(In thousands, except share data)

$ 1,209,81!

5,05
1,294,30
450,37:
275,70¢
112,37
163,54:
97,38t
3,608,54

258,03
274,43
220,29
281,80«
192,98¢
263,23
106,81!
$ 5,206,15:

$ 231,44
223,97(
112,37:

117,27¢
802,74
123,93
1,611,74.
66,82:
368,86¢
229,68
323,16¢

2,600,28

4,62(

3,275,35I
(793,11

133,34°
(9,689
(2,600)
(2,067
118,99°
2,601,241
$ 5,206,15:

$ 1,185,08

12,26:
1,286,58!
451,26
311,95
109,89
130,84¢
89,34¢
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))

119,65t
(11,409
(3,065)

(1,526)
103,66.
2,364,35!

$ 508247






Table of Contents

MASTERCARD INCORPORATED

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

Revenues, ne
Operating Expenses
General and administratiy
Advertising and market developme
Depreciatior
Amortization

Total operating expens
Operating incom:
Other Income (Expense)
Investment income, ni
Interest expens
Other income/(expense), r

Total other income/(expens
Income before income tax
Income tax expens
Net Income

Basic Net Income per Share (Note 2)

Basic Weighted Average Shares Outstanding (Note
Diluted Net Income per Share (Note 2)

Diluted Weighted Average Shares Outstanding (Note):

The accompanying notes are an integral part oktheasolidated financial statements.

4

Three Months
Ended March 31,

2007 2006

(In thousands, except per share data)
$ 915,10: $ 738,45:
398,52t 347,83
178,45: 182,68
12,05« 10,65(
12,13¢ 14,57(
601,16! 555,74(
313,93t 182,71
36,24¢ 20,69:
(14,356 (10,640
(40) 152
21,852 10,20+
335,79( 192,91°
120,88« 66,17
$ 214,90t $ 126,74
$ 1.5¢ $ .94
135,84 134,96¢
$ 1.57 $ .94
136,59 134,96¢
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MASTERCARD INCORPORATED
CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Operating Activities
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Share based compensat
Deferred income taxe
Taxes related to share based compens
Excess tax benefit on share based compens
Accretion of imputed interest on litigation settlents
Other
Changes in operating assets and liabilii
Trading securitie
Accounts receivabl
Settlement due from membe
Prepaid expenst
Other current asse
Prepaid expenses, Ic-term
Accounts payabl
Settlement due to membe
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 investmentrigies availabl-for-sale
Other investing activitie
Net cash used in investing activiti
Financing Activities
Dividends paic
Excess tax benefit on share based compens
Net cash used in financing activiti
Effect of exchange rate changes on cash and casvadnts
Net increase (decrease) in cash and cash equis
Cash and cash equivale—beginning of periot
Cash and cash equivale—end of perioc

Non-Cash Financing Activities:
Dividends declaratio

Three Months
Ended March 31,

2007 2006
(In thousands)
$ 214,90t $ 126,74
24,18¢ 25,22(
8,42¢ —
19,44 6,72:
(6,000 =
(3,767 —
9,22¢ 10,38:
2,39¢ 3,13¢
7,211 3,95¢
4,037 25,99¢
40,21 20,68:
(31,69 (24,07)
(11,49¢) 8,90¢
(25,977 (64
(48,082 (12,706
(65,616 (20,149
(78,429 (143,72
11,97¢ 10,18¢
70,97+ 40,63¢
(16,859 (5,625)
(19,249 (6,852)
(1,022,33) (739,620
1,013,24 654,14¢
1,077 (37)
(44,107 (97,997)
(12,157 -
3,761 —
(8,396) -
6,26¢ 6,87¢
24,73¢ (50,487)
1,185,08! 545,27
$ 1,209,81! $ 494,79
$ 20,71t —

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

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY (UNAUDITED)

Accumulated
Other

Common Shares

Comprehensive
Additional
Accumulated Income, Paid-in
Total Deficit Net of Tax Class A Class B Capital
(In thousands)
Balance at January 1, 200 $2,364,35"  $(1,029,19) $ 10366: $ 8 $ 6 $3,289,87!
Net income 214,90¢ 214,90¢ — — — —
Other comprehensive income, net of 15,33¢ — 15,33¢ — — —
Adoption of new tax accounting standard (Nott 21,17t 21,17t — — — —
Cash dividends declared on Class A and Class B
common stock, $.15 per she (20,715 — — — — (20,715
Share based compensat 8,42¢ — — — — 8,42¢
Tax withholding net of tax benefit for share based
compensatiol (2,239 — — — — (2,239
Balance at March 31, 200° $2,601,24 $ (793,11) $ 11899° $ 8 $ 6 $3,275,35

MASTERCARD INCORPORATED

CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

Net Income
Other comprehensive incorr
Foreign currency translation adjustme
Defined benefit pension and postretirement plaasphtax

Unrealized gain (loss) and reclassification adjestirior realized gain (loss) on investment se@siti

available-for-sale, net of ta
Derivatives accounted for as hedges and reclaasdit adjustment, net of t

Other comprehensive income, net of
Comprehensive Income

Three Months
Ended March 31,

2007 2006
(In thousands)
$214,90¢ $126,74«
13,69: 16,92«
1,71¢ —

46E (2,654)
(541) (2,455
15,33t 11,81¢
$230,24: $138,55¢

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)
(In thousands, except per share and percent data)

Note 1. Summary of Significant Accounting Policies

Organization—MasterCard Incorporated and its consolidated slidrsés (“MasterCard” or the “Company”), includiMgasterCard
International Incorporated (doing business as M&stel Worldwide) (“MasterCard International”) andabterCard Europe sprl, provide
transaction processing and related services t@ess principally in support of their credit, delgitectronic cash and Automated Teller
Machine (“ATM") payment card programs, and traveleneque programs.

Consolidation and basis of presentatiesThe consolidated financial statements includesit@unts of MasterCard and its majority-
owned and controlled entities, including the Cony@mariable interest entity. The Company’s var@lmiterest entity was established for the
purpose of constructing the Company’s global tetdgyand operations center; it is not an operaginiity and has no employees.
Intercompany transactions and balances are eliedriatconsolidation. The Company follows accountnigciples generally accepted in the
United States of America.

The balance sheet as of December 31, 2006 wasddriym the audited consolidated financial statesas of December 31, 2006.
Amounts previously reported within Accumulated @t@®mprehensive Income as of December 31, 2006 hewe adjusted to reflect a
reclassification of $22,804 to increase cumulatoreign currency translation adjustments with aesponding decrease in defined benefit
pension and other postretirement plans. The refitaion had no impact on total accumulated ottmmprehensive income, net of tax. The
consolidated financial statements for the threethmanded March 31, 2007 and 2006 and as of MarcB@®7 are unaudited, and in the
opinion of management include all normal recuridajustments that are necessary to present failyetbults for interim periods. Due to
seasonal fluctuations and other factors, the resifilbperations for the three months ended Mar¢l28Q7 are not necessarily indicative of
results to be expected for the full year.

The accompanying unaudited consolidated finant@éments are presented in accordance with theSg¢@&urities and Exchange
Commission requirements of Quarterly Reports omFb0-Q and, consequently, do not include all ofdiselosures required by accounting
principles generally accepted in the United Stafeésmerica. Reference should be made to the Master@corporated Annual Report on
Form 10-K for the year ended December 31, 200@ddiitional disclosures, including a summary of@mmpany’s significant accounting
policies.

Recent Accounting Pronouncemenrtin February 2007, the Financial Accounting Staddd@oard (“FASB”) issued Statement of
Financial Accounting Standards No. 159, “The Faiflé Option for Financial Assets and Financial iliséds—Including an Amendment of
SFAS 115” (“SFAS 159"). SFAS 159 allows entitiesctbose to measure many financial instruments artdin other items at fair value. In
addition, SFAS 159 includes an amendment to SFAS “Wccounting for Certain Investments in Debt d&mlity Securities”, and applies to
all entities with available-fosale and trading securities. SFAS 159 is effedtivéhe Company commencing in 2008. We are in tloegss o
evaluating the impact that SFAS 159 will have onfmancial statements.

7
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)—Continued
(In thousands, except per share and percent data)

Note 2. Earnings Per Share (“EPS”)
The components of basic and diluted earnings pamesire as follows:

Three Months
Ended March 31,

2007 2006
Numerator:
Net income $214,90t $126,74:
Denominator:
Basic EPS weighte-average shares outstand 135,84 134,96¢
Dilutive stock options and restricted stock ul 747 —
Diluted EPS weighte-average shares outstand 136,59« 134,96¢
Earnings per Share:
Basic $ 1.5¢ $ .94
Diluted $ 157 $ .94

The calculation of diluted earnings per share edetapproximately 114 stock options for the thremtins ended March 31, 2007
because the effect would be antidilutive. No stoptions or restricted stock units were outstandingng the three months ended March 31,
2006.

In connection with our ownership and governancesaations in May 2006, we reclassified all of oppr@ximately 100,000 outstandi
shares of existing Class A redeemable common sto¢kat our previous stockholders received 1.38eshaf our Class B common stock for
each share of Class A redeemable common stockhtiyatheld prior to the reclassification and a stngjtare of our Class M common stock.
Accordingly, shares and per share data were raivecrestated in the financial statements subsatto the reclassification to reflect the
reclassification as if it were effective at therstd the first period being presented in the ficiahstatements.

Note 3. Prepaid Expenses
Prepaid expenses consist of the following:

December 31

March 31,
2007 2006
Customer and merchant incenti\ $ 333,34! $ 293,28¢
Advertising 53,99¢ 33,32
Other 39,43¢ 39,89:
Total prepaid expensi 426,78( 366,50:
Prepaid expenses, curre (163,54) (130,849
Prepaid expenses, lc-term $ 263,23¢ $ 235,65:

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

8
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)—Continued
(In thousands, except per share and percent data)

Note 4. Pension Plans

The Company maintains a noncontributory definedeliepension plan (the “Pension Plan”) with a chalance feature covering
substantially all of its U.S. employees. In Mar€®2, the Company announced it was modifying thes®arPlan by maintaining employee
pay credit percentages at the 2007 level, elimmigdfinding for employees to purchase healthcaretirement and limiting plan participation
to employees hired before July 1, 2007. These @wmare expected to reduce the benefit obligatisheoPension Plan measured as of
December 31, 2006 by approximately $13,300 or 7B&. Company has determined that the reduction ibénefit obligation and the related
decrease in net periodic pension cost for 200 hatsignificant and do not require an interim measent of the Pension Plan. Additionally,
the Company has an unfunded nonqualified suppleaherécutive retirement plan that provides cerkaiy employees with supplemental
retirement benefits in excess of limits imposedjoalified plans by U.S. tax laws. For both plares, periodic pension cost is as follows:

Three Months
Ended March 31,

2007 2006
Service cos $4,71¢ $ 4,65(
Interest cos 3,05( 2,717
Expected return on plan ass (4,097) (3,830
Amortization of prior service crec (57 (52
Recognized actuarial lo: — 30C
Net periodic pension co $ 3,61¢ $3,78¢

For the three months ended March 31, 2007, $5Tiof pervice credit was amortized from accumulattter comprehensive income
into net periodic pension cost.

The funded status of the Pension Plan exceeds mmifanding requirements. No voluntary contributiovere made during the three
months ended March 31, 2007 and 2006.

Note 5. Postretirement Health and Life Insurance Beefits
The Company maintains a postretirement plan (thustiieétirement Plan”) providing health coverage Biiednsurance benefits for
substantially all of its U.S. employees and resrééet periodic postretirement benefit cost isadiews:

Three Months
Ended March 31,

2007 2006
Service cos $ 58¢ $ 792
Interest cos 84¢ 90¢
Amortization of prior service co: — 17
Amortization of transition obligatio 53 14¢&
Recognized actuarial lo: — 53
Net periodic postretirement benefit ¢ $1,49( $1,912

For the three months ended March 31, 2007, $5@&nsition obligation was amortized from accumulatéter comprehensive income
into net periodic postretirement benefit cost. didiion, the Company amended the

9
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)—Continued
(In thousands, except per share and percent data)

life insurance benefits under the Postretiremea Rffective January 1, 2007. The impact, netxd#gaof this amendment was an increase of
$1,715 to accumulated other comprehensive incortteeithree months ended March 31, 2007.

The Company funds its postretirement benefits gapats are required with cash flows from operations

Note 6. Accrued Expenses
Accrued expenses consist of the following:

December 31

March 31,
2007 2006

Customer and merchant incenti\ $390,47! $ 386,58:
Personnel cost 114,73( 248,26:
Advertising 92,20¢ 141,86«
Taxes 98,21: 83,50¢
Other 107,12 76,21(

$802,74° $ 936,42

Note 7. Share Based Payment and Other Benefits

On March 1, 2007, the Company granted approxima&®flyperformance units, 330 stock options and &#icted stock units under the
MasterCard Incorporated 2006 Long-Term IncentisnRtLTIP”). The fair value of the performance units and resdstock units, based
the closing price on the New York Stock Exchangehendate of grant, was $106.29. The fair valuthefstock options estimated on the date
of grant using a Black-Scholes option pricing moslak $39.67. The performance units and restridt@ksunits will primarily vest on or
about February 28, 2010. The stock options veabhabver four years and expire ten years fromdidite of grant. Compensation expense is
recorded net of estimated forfeitures over thetshaf the vesting period or the date individuatdmmes eligible to retire under the LTIP. The
Company uses the straigiie method of attribution for expensing equity aslea With regard to the performance units the @temumber ¢
shares to be received by the employee upon vesilhige determined by the Company’s performancearaggredetermined net income and
return on equity goals for the three-year perioghiceencing January 1, 2007. Estimates are adjustagmepriate.

Note 8. Commitments and Contingent Liabilities

The future minimum payments under non-cancelalalede for office buildings and equipment, sponspsshicensing and other
agreements at March 31, 2007 are as follows:

Sponsorship,

Capital Operating Licensing anc
Total Leases Leases Other

The remainder of 200 $ 349,00¢ $ 5,997 $ 27,59: $ 315,41¢
2008 238,27¢ 6,237 30,51( 201,53:
2009 152,72: 4,132 22,25¢ 126,33(
2010 88,29¢ 1,82z 7,55(C 78,92:
2011 65,84¢ 1,822 5,02¢ 59,00!
Thereafte 166,14( 38,65¢ 24,93% 102,54°
Total $1,060,29; $58,66¢ $117,87" $ 883,75:

10
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)—Continued
(In thousands, except per share and percent data)

Included in the table above are capital leases wifuted interest expense of $11,533 and a neépteslue of minimum lease
payments of $47,133. In addition, at March 31, 2(K14,889 of the future minimum payments in thég@bove for leases, sponsorship,
licensing and other agreements was accrued. Cdasedi rental expense for the Company’s office spaxeapproximately $8,466 and
$7,966 for the three months ended March 31, 20072806, respectively. Consolidated lease expensautomobiles, computer equipment
and office equipment was $1,867 and $3,118 fothhee months ended March 31, 2007 and 2006, regelyctin addition, the table above
includes approximately $180,000 relating to a spostep agreement which is the subject of a legegdutie. Should the Company not prevail
in this dispute, it would not be obligated to mafke payments.

MasterCard licenses certain software to its custeniene license agreements contain guarantees wiiien the Company indemnifies
licensees from any adverse judgments arising friaims of intellectual property infringement by tthiparties. The terms of the guarantees
equal to the terms of the license to which thegteelThe amount of the guarantees are limited noedas, losses, costs, expenses or other
liabilities incurred by the licensee as a resulany intellectual property rights claims. The Compéaas historically experienced no
intellectual property rights claims relating to #aftware it licenses to its customers and theesfioanagement believes the probability of
future claims is negligible. In addition, the Compaloes not generate significant revenues fronwsoé licenses. However, if circumstances
in the future change, the Company may need to esasshether it would be necessary to assess theafae of these guarantees.

Note 9. Income Taxes

The effective income tax rate was 36.0% and 34 @9thie three months ended March 31, 2007 and 2@8pectively. The rate in the
three months ended March 31, 2007 was higher tiemsdme period in 2006 primarily due to increasat shcome tax expense.

On July 13, 2006, the FASB issued Interpretation 48 “Accounting for Uncertainty in Income Taxesraterpretation of FASB
Statement 109” (“FIN 48"). The adoption of FIN 48juired us to inventory, evaluate, and measunenakrtain tax positions taken or to be
taken on tax returns, and to record liabilitiestfte amount of such positions that would not béssmed, or would only partially be sustained,
upon examination by the relevant taxing authorifidgese liabilities represent the Company’s unratzagl tax benefits and amounted to
$109,476 on January 1, 2007, the date of adogtiotertain situations, if uncertain tax positioms aot sustained upon examination, the
Company will have offsetting tax deductions or taedits, the tax effects of which amounted to $88,8esulting in a net tax impact of
$60,794. As of December 31, 2006, the Company dearded $56,870 of tax liabilities under the prans of the Statement of Financial
Accounting Standards No. 5, “Accounting for Congngies” (“SFAS 57).

As a result of certain additional liabilities reddtto state tax positions recorded under FIN 48Qbmpany was required to increase
deferred tax assets by $26,194, to reflect thedrnighticipated tax rates at which such assetgevi#rse in future periods. In the event the
Company is able to develop strategies which resulte reduction of tax liabilities under FIN 48¢gtdeferred tax assets will be
correspondingly reduced, resulting in a chargeatmiags in the period such strategy is developed.

11
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MASTERCARD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)—Continued
(In thousands, except per share and percent data)

Additionally, we recorded balance sheet reclasifies to reflect certain liabilities and related@ts on a gross basis, as well as
recording additional interest reserves. As a radulhese adjustments, the impact of the adoptidrild 48 was a net decrease to opening
accumulated deficit of $21,175, and incrementalaotp on the following line items in the Company&dmnce sheet:

Increase
(decrease)

for quarter 3/31/07

After Application
Pro forma before FIN 48 ending

application of FIN 48 Adjustment 3/31/07 of FIN 48
Accounts Receivabl $ 445,30 $ 5,06¢ $ — $ 450,37:
Other Current Asse 83,55 13,83: — 97,38t
Deferred Income Taxe 211,01: 60,10: 3,31¢ 274,43:
Total Assets $ 5,123,83: $ 79,00¢ $ 3,31¢ $ 5,206,15:
Accrued Expense $ 854,39: $(51,64) $ — $ 802,74
Other Current Liabilitie: 103,00: 20,93t — 123,93
Other Liabilities 224,80¢ 88,54 9,81¢ 323,16¢
Total Stockholder Equity 2,586,57: 21,17t (6,500 2,601,241
Total Liabilities and Stockholde’ Equity $ 5,123,83. $ 79,00« $ 3,31¢ $ 5,206,115

For the three months ended March 31, 2007 unrezedriax benefits increased $9,818, as a resudixgbasitions taken during the
current period. These unrecognized tax benefitecibgnized, would affect the effective tax ratgt, the impact on the effective tax rate wa
be reduced by the reversal of certain related dedeiax assets totaling $3,318.

The Company previously estimated that the adopifdAN 48 would increase accumulated deficit aratéase other liabilities by
approximately $5,000 to $10,000. The actual efééthe adoption differed from the estimated effiat to the additional analysis that was
required to complete the determination.

It is the Company’s policy to account for interespense related to income tax matters as intexpsinse in its statement of operations,
and to include penalties related to income tax engiih the income tax provision. On the date ofptido, the Company had cumulatively
recognized $12,466 of interest, and $2,609 of fiatepenalties. There were no significant changethése balances for the three months
ended March 31, 2007.

It is reasonably possible that some amount of weized tax benefits will increase or decreaseiwitivelve months of March 31,
2007, but this amount is not expected to be sicguifi.

The Company is subject to tax in the United Statebsvarious state and foreign jurisdictions. Wetvfexceptions, the Company is no
longer subject to federal, state, local, and fargigaminations by tax authorities for years bez@l.

Note 10. Legal and Regulatory Proceedings

MasterCard is a party to legal and regulatory pedaggs with respect to a variety of matters indhginary course of business. Some of
these proceedings involve complex claims that abgest to substantial uncertainties and unspectd@dages, therefore, the probability of
loss and an estimation of damages is not possitdsdertain at present. Accordingly, MasterCardnodestablished reserves for any of these
proceedings other than for the currency converigiations. Except for those matters describealelMasterCard does not believe that any
legal or regulatory proceedings to which it is ayp@&ould have a material
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impact on its results of operations, financial gosj or cash flows. Although MasterCard believest it has strong defenses for the litigations
and regulatory proceedings described below, itdguthe future incur judgments or fines or entgoisettlements of claims that could have a
material adverse effect on its results of operatidinancial position or cash flows. NotwithstarglidasterCard’s belief, in the event it was
found liable in a large class-action lawsuit ortlea basis of a claim entitling the plaintiff toltile damages or under which it was jointly and
severally liable, charges it may be required t@récould be significant and could materially adgersely affect its results of operations,
cash flow and financial condition, or, in certaircamstances, even cause MasterCard to become@moMoreover, an adverse outcome
regulatory proceeding could result in fines andi#ad to the filing of civil damage claims and pb$siresult in damage awards in amounts
could be significant and could materially and adeér affect the Company’s results of operationhdémv and financial condition.

Department of Justice Antitrust Litigation and Related Private Litigations

In October 1998, the U.S. Department of JusticedJD filed suit against MasterCard Internationalka/U.S.A., Inc. and Visa
International Corp. in the U.S. District Court tbe Southern District of New York alleging that bhdflasterCard’s and Visa's governance
structure and policies violated U.S. federal amsitdaws. First, the DOJ claimed that “dual goveae—the situation where a financial
institution has a representative on the board refotbrs 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 (“CPP")l @nVisa bylaw provision that prohibited finandiadtitutions participating in the
respective associations from issuing competing fietary 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 issar@pinion upholding the legality and pro-competinature of dual governance.
However, the judge also held that MasterCard’s @mdPthe Visa bylaw constituted unlawful restrawittrade under the federal antitrust
laws.

On November 26, 2001, the judge issued a finalrjuely that ordered MasterCard to repeal the CPRanas it applies to issuers and
enjoined MasterCard from enacting or enforcing byhaw, rule, policy or practice that prohibits igsuers from issuing general purpose ci
or debit cards in the United States on any otheeg® purpose card network. The Second Circuit laptie final judgment and the Supreme
Court denied certiorari. The parties agreed thabkar 15, 2004 would serve as the effective dateefinal judgment. The final judgment
also provided for a two-year period of rescissiights for an issuer to enter into an agreement Aitterican Express or Discover.

On September 18, 2003, MasterCard filed a motidarbeéhe District Court judge in the DOJ case segkd enjoin Visa, pending
completion of the appellate process, from enfore@ngwly-enacted bylaw requiring Visa’s 100 largsstiers of debit cards in the United
States to pay a so-called “settlement servicelffdey 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 obile€ards to MasterCard. Visa implemented
this bylaw provision following the settlement o&th).S. merchant lawsuit described under the hedtlir. Merchant and Consumer
Litigations” below. MasterCard believes that thidaw is punitive and violates the final judgmentlie DOJ litigation, which enjoins Visa
and MasterCard from enacting, maintaining, or egifiy any bylaw or policy that prohibits issuersnfrissuing general purpose cards or debit
cards in the United States on any other genergigsér card network. On July 7, 2006, a special magigointed by the District Court to
conduct an evidentiary hearing issued a reporracdmmendation to the District Court finding
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that the continuation of Visa's settlement senfe after the effective date of the final judgmentOctober 15, 2004 violated the final
judgment. The District Court judge has indicateat the agreed with the special mé's findings which concluded that the SSF violates t
final judgment in the DOJ litigation. At a recerddring, the parties presented argument on the afswbat remedy to apply, and are awaiting
a written decision by the District Court.

On October 4, 2004, Discover Financial Services, filed a complaint against MasterCard, Visa U.Sn&. and Visa International
Services Association. The complaint was filed i@ thS. District Court for the Southern DistrictNdéw York and was designated as a related
case to the DOJ litigation, and was assigned tednee judge who issued the DOJ decision describakealn an amended complaint filed
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 Sherwiin an alleged market for general purpose catsvork 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 froswiisg 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 orthat the CPP and Visa'’s bylaw provision
have injured competition and caused injury to DisroUnder the doctrine of collateral estoppelparthas the discretion to preclude one or
more issues from being relitigated in a subseqaetiovn but only if (1) those issues are identicabsues actually litigated and determined in
the prior action, (2) proof of those issues wereaseary to reach the prior judgment, and (3) thy pa be estopped had a full and fair
opportunity to litigate those issues in the pricti@n. Accordingly, if the District Court were tavg effect to collateral estoppel on one or
more issues in the future, then significant elemehiplaintiff's claims would be established, tHarenaking it more likely that MasterCard
would be found liable and making the possibilityanfaward of damages that much more likely. Irethent all issues are subsequently
decided against MasterCard in dispositive motiaming the course of the litigation then there is gossibility that the sole issue remaining
will be whether a damage award is appropriate dusd, what the amount of damages should be. Discsgeks treble damages in an amount
to be proved at trial along with attorneys’ feed ansts. On February 7, 2005, MasterCard movedstoigls Discoves amended complaint
its entirety for failure to state a claim. On Aptit, 2005, the District Court denied, at this stagihe litigation, Discover’s request to give
collateral estoppel effect to the findings in th@Dlitigation. However, the District Court indicdtéhat Discover may refile a motion for
collateral estoppel after discovery. On October2B05, the District Court granted MasterCard’s motio dismiss Discover’s Section 2
monopolization and attempted monopolization cla@mainst MasterCard. On April 23, 2007, all partessented to Discover’s filing of a
second amended complaint that mirrored the clamits iamended complaint but deleted allegatioregireg to MasterCard’s Honor All Cards
rule as well as Discover’s Section 2 monopolized attempted monopolization claims against Mastat®ased upon the court’s October 24,
2005 ruling. The parties are currently engagecat fliscovery that is scheduled to be completelfidy 31, 2007. At a recent status
conference, the following dates were set: briebnglispositive motions, including collateral estelppvill be completed by February 8, 2008,
with trial to commence on September 9, 2008. A thme, it is not possible to determine the ultienagsolution of, or estimate the liability
related to, the Discover litigation. No provisiar fosses has been provided in connection withrifzigter.

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. 8gbsntly, USAA Federal Savings Bank, Bank of Amee@orp. and Household
International Inc. announced settlements with AgariExpress and have been dismissed from the Taseomplaint, which was filed in the
U.S. District Court for the Southern District of Wéfork, was designated as a related case to the DOJ
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litigation and was assigned to the same judge.cbgplaint alleges that the implementation and edfmrent of MasterCard’s CPP and Visa’
bylaw provision violated Sections 1 and 2 of thei®an Act in an alleged market for general purasd network services and a market for
debit card network services. Specifically, Ameriéapress claimed that MasterCard’s CPP unreasomasisained trade by prohibiting
financial institutions who were members of MastedCfaom issuing payment cards on the American Espreetwork. American Express
seeks treble damages in an amount to be proveidlagtong with attorneys’ fees and costs. On dand4, 2005, MasterCard filed a motion
to dismiss the complaint for failure to state dammlaAmerican Express also requested that the Gmply collateral estoppel with respect to its
final judgment in the DOJ litigation. On April 12005, the District Court denied, at this stagehmlitigation, American Express’ request to
give collateral estoppel effect to the findingghe DOJ litigation. However, the Court indicatedttAmerican Express may refile a motion
collateral estoppel after discovery. As with thedait brought by Discover that is described inpheceding paragraph, if the Court were to
give effect to collateral estoppel on one or meeeiés in the future, then significant elementdainfiff's claims would be established,
thereby making it more likely that MasterCard woh&lfound liable and making the possibility of avead of damages that much more lik

In the event all issues are subsequently decidahsigMasterCard in dispositive motions duringabarse of the litigation then there is the
possibility that the sole issue remaining will beether a damage award is appropriate and, if sat thle amount of damages should be. The
parties are currently engaged in fact discoveryithacheduled to be completed by May 31, 2007 Adcent status conference, the following
dates were set: briefing on dispositive motionsluding collateral estoppel, will be completed bFuary 8, 2008, with trial to commence
September 9, 2008. At this time, it is not possibldetermine the ultimate resolution of, or esterthe liability related to, this matter. No
provision for losses has been provided in conneatiith the American Express litigation.

Currency Conversion Litigations

MasterCard International, together with Visa U.$JAc. and Visa International Corp., are defendantsstate court lawsuit in
California. The lawsuit alleges that MasterCard ®igh wrongfully imposed an asserted one percemenay conversion “fee” on every
credit card transaction by U.S. MasterCard and ¥¢&sdholders involving the purchase of goods orises in a foreign country, and that st
alleged “fee” is unlawful. This action, titleschwartz v. Visa Int'l Corp., et glwas brought in the Superior Court of Califorimidebruary
2000, purportedly on behalf of the general pulilital of the Schwartz matter commenced on May 202and concluded on November 27,
2002. The Schwartz action claims that the alleded™grossly exceeds any costs the defendants rimght in connection with currency
conversions relating to credit card purchase tretisas made in foreign countries and is not prgpéisclosed to cardholders. MasterCard
denies these allegations.

On April 8, 2003, the trial court judge issuedraafidecision in the Schwartz matter. In his decistbe trial judge found that
MasterCard’s currency conversion process doesiolate the Truth in Lending Act or regulations, m®it unconscionably priced under
California law. However, the judge found that thieqgtice is deceptive under California law, and cedethat MasterCard mandate that
members disclose the currency conversion procesarttholders in cardholder agreements, applicatewiitations and monthly billing
statements. As to MasterCard, the judge also oddesitution to California cardholders. The judggued a decision on restitution on
September 19, 2003, which requires a traditiontita@nd claims process in which consumers haveoappately six months to submit their
claims. The court issued its final judgment on ®eto31, 2003. On December 29, 2003, MasterCardadgub¢he judgment. The final
judgment and restitution process have been stagedipg MasterCa's appeal. On August 6, 2004, the court awardenhiiffds attorneys’
fees and costs in the amount of $28,224 to begxpidlly by MasterCard and Visa. Accordingly, durthg three months ended Septembe
2004, MasterCard accrued amounts totaling $14 J#a8terCard subsequently filed a notice of appedherattorneys’ fee award on
October 1, 2004. With respect to restitution,
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MasterCard believes that it is likely to prevail@ppeal. In February 2005, MasterCard filed an apgarding the applicability of
Proposition 64, which amended sections 17203 a@@4.8f the California Business and Professions Ctadthis action. On September 28,
2005, the appellate court reversed the trial cdimdjng that the plaintiff lacked standing to puesthe action in light of Proposition 64. On
December 14, 2005, the California Supreme Couritgrhplaintiff's petition for review. On July 250@6, the plaintiff sent a letter to the
Court seeking the withdrawal of the petition, toieththe Court has not yet responded.

MasterCard International, Visa U.S.A., Inc., Visédrnational Corp., several member banks includiitipank (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.” Pursuant to an order of the Jatileanel on Multidistrict Litigation, the federadmplaints have been consolidated in MDL
No. 1409 before Judge William H. Pauley Il in tHeS. District Court for the Southern District of Wé&/ork. In January 2002, the fede
plaintiffs filed a Consolidated Amended ComplaitMDL Complaint”) adding MBNA Corporation and MBNA merica Bank, N.A. as
defendants. This pleading asserts two theoriestifast conspiracy under Section 1 of the Sherdetn (i) an alleged “inter-association”
conspiracy among MasterCard (together with its mensjh Visa (together with its members) and Dindeg@o fix currency conversion
“fees” allegedly charged to cardholders of “no lgemn 1% of the transaction amount and frequendyeyi and (ii) two alleged “intra-
association” conspiracies, whereby each of VisaMasterCard is claimed separately to have conspittdits members to fix currency
conversion “fees” allegedly charged to cardholadrso less than 1% of the transaction amount” dodacilitate and encourage
institution—and collection—of second tier currermmnversion surcharges.” The MDL Complaint also d@sgbat the alleged currency
conversion “fees” have not been disclosed as reduiy the Truth in Lending Act and Regulation Z.

On July 20, 2006, MasterCard and the other defdsdarthe MDL action entered into agreements sgttihe MDL action and related
matters, as well as the Schwartz matter. Pursoahetsettiement agreements, MasterCard has paid&7Yto be used for defendants’
settlement fund to settle the MDL action and $18,4#hich is expected to be paid in the third quasfe2007, to settle the Schwartz matter.
On November 8, 2006, Judge Pauley granted prelimimaproval of the settlement agreements. Theesettht agreements are subject to final
approval by Judge Pauley, and resolution of alkajsgp The hearing on final approval of the settlenagreements has been scheduled for
November 2, 2007. On November 15, 2006, the pféintone of the New York state court cases appktie preliminary approval of tt
settlement agreement to the U.S. Court of Appealthie Second Circuit. Oral argument is scheduwedke place no earlier than the week of
July 9, 2007.

With regard to other state court currency conversictions, MasterCard has reached agreementsiicigda with the plaintiffs for a tot
of $3,557, which has been accrued. Settlement agmets have been executed with plaintiffs in thedQRennsylvania, Florida, Texas,
Arkansas, Tennessee, Arizona, New York, Minnesothl#inois actions.

Based upon litigation developments, certain of Whiere favorable to MasterCard and progress in ioggeettlement discussions in
these currency conversion cases, and pursuanatensent of Financial Accounting Standards No. K c@unting for Contingencies,”
litigation settlements were previously recordedtf@ amounts noted above. At this time, it is raxgible to predict with certainty the ultim.
resolution of these matters.

U.S. Merchant and Consumer Litigations

Commencing in October 1996, several class actiga s@re brought by a number of U.S. merchantsragjdilasterCard International
and Visa U.S.A., Inc. challenging certain aspeéth® payment card industry
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under U.S. federal antitrust law. Those suits viater consolidated in the U.S. District Court fbetEastern District of New York. The
plaintiffs claimed that MasterCard’s “Honor All @& rule (and a similar Visa rule), which requireérchants who accept MasterCard cards
to accept for payment every validly presented M&sted card, constituted an illegal tying arrangenieniolation of Section 1 of the
Sherman Act. Plaintiffs claimed that MasterCard ®i&h unlawfully tied acceptance of debit carda¢oeptance of credit cards. The plain
also claimed that MasterCard and Visa conspiraddnopolize what they characterized as the poirgadé-debit card market, thereby
suppressing the growth of regional networks suchTdd payment systems. On June 4, 2003, MasterQaetriational signed a settlement
agreement to settle the claims brought by the pftsinn this matter, which the Court approved oadember 19, 2003. On January 24, 2005,
the Second Circuit Court of Appeals issued an oaffeming the District Court’s approval of the 8etent agreement. Accordingly, the
settlement is now final.

In addition, individual or multiple complaints hatseen 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 largelyanihe allegations made in the U.S. merchant laveswd assert that merchants, faced with
excessive merchant discount fees, have passeddhesgharges to consumers in the form of higherggron goods and services sold.
MasterCard has been successful in dismissing seserstuch cases as courts have granted Master@aotians to dismiss for failure to state
a claim or plaintiffs have voluntarily dismissecithcomplaints. However, there are outstandingsaséhe District of Columbia, New
Mexico, California and West Virginia. The partiee awaiting decisions on MasterCarahotion to dismiss in New Mexico and the Distaf
Columbia. In California, the denial of MasterCardistion to dismiss the Section 17200 claims has loeetified to the California appellate
court. On March 26, 2007, the West Virginia cotalyed discovery and requested that the partie§ theequestion of whether the state law
unfair competition claims should be dismissed ghtiof the opinions from other states dismissimgilgir unfair competition claims on
standing grounds. The parties are currently brigfinis issue.

On April 29, 2005, a complaint was filed in Califiiat state court on behalf of a putative class oSomers under California unfair
competition law (Section 17200) and the Cartwribt. The claims in this action seek to piggybackioa portion of the DOJ antitrust
litigation in which the United States District Cofwr the Southern District of New York found thdasterCard’s CPP and Visa’'s bylaw
constitute unlawful restraints of trade under tbdefral antitrust laws. See “—Department of Jugiicttrust Litigation and Related Private
Litigations.” MasterCard and Visa moved to disnthss complaint and the court granted the defendamtéion to dismiss the plaintiffs’
Cartwright claims but denied the defendants’ motmdismiss the plaintiffs’ Section 17200 unfaingoetition claims. MasterCard filed an
answer to the complaint on June 19, 2006 and thteepare proceeding with discovery.

At this time, it is not possible to determine theamme of, or estimate the liability related taesk consumer cases and no provision for
losses has been provided in connection with thdre.cbnsumer class actions are not covered by itims tef the settlement agreement in the
U.S. merchant lawsuit.

eFunds Litigation

In December 2003, MasterCard and eFunds Corporégbunds”)entered into a Marketing Sales and Services Aléafgreement (th
“Agreement”) whereby the parties agreed to worletbgr to provide debit processing services to firannstitutions. After analysis of the
needs of its customers and its business, on Deael8h@006, MasterCard notified eFunds that, purst@one of the provisions in the
Agreement, it was terminating the Agreement. Oalmut January 30, 2007, eFunds filed a verifiedplamt against MasterCard
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in Superior Court for the State of Arizona, allegthat MasterCard’s termination of the Agreemens waproper. The complaint asserts
several causes of action including declaratory juelgt, breach of contract, breach of the covenagbof faith and fair dealing, and
fraudulent inducement. eFunds seeks a declaratdgment that the Agreement remains in full force efiect, or, in the alternative,
monetary damages. MasterCard'’s response to thelamis due on May 4, 2007.

At this time, it is not possible to determine theamme of, or estimate the liability related tee #Funds litigation and no provision for
losses has been provided in connection with it.

Global Interchange Proceedings

Interchange fees represent a sharing of paymetareysosts among the financial institutions parttipg in a four-party payment card
system such as MasterCadTypically, interchange fees are paid by the @eqto the issuer in connection with transactimitated with the
payment systens’cards. These fees reimburse the issuer for spat the costs incurred by it in providing seesovhich are of benefit to
participants in the system, including acquirers an@ichants. MasterCard or its members establigiaaull 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 suchiderations as the location and the type of tramsacand collects the interchange fee on
behalf of the institutions entitled to receiveridaremits the interchange fee to eligible instans. As described more fully below, MasterCard
or its members’ interchange fees are subject tolaégry or legal review and/or challenges in a namtf jurisdictions. At this time, it is not
possible to determine the ultimate resolution okstimate the liability related to, any of theeirthange proceedings described below. No
provision for losses has been provided in conneatiith them.

United States.On October 8, 2004, a purported class action lawsas filed by a group of merchants in the U.SstB¢t Court for the
Northern District of California against MasterCantiernational, Visa U.S.A., Inc., Visa Internatib@orp. and several member bank:
California alleging, among other things, that MaSterd’s and Visa's interchange fees contravenétierman Act and the Clayton Act. The
plaintiffs seek damages and an injunction agairssterCard (and Visa) setting interchange and engagi“joint marketing activities,”
which plaintiffs allege include the purported nagtibn of merchant discount rates with certain rhants. MasterCard moved to dismiss the
claims in the complaint for failure to state a wland, in the alternative, also moved for summadginent with respect to certain of the
claims. On July 25, 2005, the court issued an agdeenting MasterCard’s motion to dismiss and diseristhe complaint with prejudice which
plaintiffs have appealed. Oral argument on the appél take place on June 12, 2007.

On June 22, 2005, a purported class action lawastfiled by a group of merchants in the U.S. ist€ourt of Connecticut against
MasterCard International Incorporated, Visa U.SlAc, Visa International Service Association amtlanber of member banks alleging,
among other things, that MasterCard’s and Visatpgued setting of interchange fees violates Sactiof the Sherman Act. In addition, the
complaint alleges MasterCard’s and Visa’'s purpoty@tg and bundling of transaction fees also coutss a violation of Section 1 of the
Sherman Act. The suit seeks treble damages in gmegified amount, attorneys’ fees and injunctiviefeSince the filing of this complaint,
there have been approximately fifty similar compigi(the majority styled as class actions althoaifgw complaints are on behalf of
individual plaintiffs) filed on behalf of merchamagjainst MasterCard and Visa (and in some caseajrcenember banks) in federal courts in
California, New York, Wisconsin, Pennsylvania, Ndersey, Ohio, Kentucky and Connecticut. On Octd8e2005, the Judicial Panel on
Multidistrict Litigation issued an order transfergithese cases to Judge Gleeson of the U.S. DiSwiart for the Eastern District of New Y¢
for coordination of pre-trial proceedings. On A2, 2006, the group of purported class plainfifési a First Amended Class Action
Complaint. Taken together, the claims in
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the First Amended Class Action Complaint and indbmplaints brought on the behalf of the individorchants are generally brought ur
Sections 1 and 2 of the Sherman Act. Specific#tlyg,complaints contain some or all of the followiigims: (i) that MasterCard’s and Visa’s
setting of interchange fees (for both credit arftinaf debit transactions) violates Section 1 of 8iferman Act; (ii) that MasterCard and Visa
have enacted and enforced various rules, incluitiegio surcharge rule and purported anti-steetitegy in violation of Section 1 or 2 of the
Sherman Act; (iii) that MasterCard’s and Visa'spanted bundling of the acceptance of premium crealitls to standard credit cards
constitutes an unlawful tying arrangement; andtfi@t MasterCard and Visa have unlawfully tied boddled transaction fees. In addition to
the claims brought under federal antitrust law, s@hthese complaints contain certain state uecfainpetition law claims based upon the
same conduct described above. These interchaaigied litigations also seek treble damages inrepecified amount (although several of
complaints allege that the plaintiffs expect thateéges will range in the tens of billions of ddlaias well as attorneys’ fees and injunctive
relief.

On June 9, 2006, MasterCard answered the compladthtnoved to dismiss or, alternatively, moved tikesthe pre-2004 damage
claims that were contained in the First Amended€kction Complaint and moved to dismiss the Sa@ialaims that were brought in the
individual merchant complaints. The parties areitimgaa decision. Fact discovery is proceeding @rstheduled to be completed by
November 30, 2007, with briefing on case dispositivotions scheduled to be completed by Novembe2@28. On July 5, 2006, the groug
purported class plaintiffs filed a supplemental ptaimt alleging that the IPO and certain purpodgdeements entered into between
MasterCard and its member financial institutionsamnection with the IPO (1) violate Section 7w Clayton Act because their effect
allegedly may be to substantially lessen compeijt{) violate Section 1 of the Sherman Act becdheg allegedly constitute an unlawful
combination in restraint of trade and (3) constitatfraudulent conveyance because the member bamkdlegedly attempting to release
without adequate consideration from the member aksterCard’s right to assess the member bankddsterCards litigation liabilities in
these interchange-related litigations and in o#tmitrust litigations pending against it. The ptdfa seek unspecified damages and an order
reversing and unwinding the IPO. On September @86 2MasterCard moved to dismiss all of the clabmstained in the supplemental
complaint. The parties are awaiting a decision.

European Union In September 2000, the European Commission isau8tatement of Objections” challenging Visa Inggional’s
cross-border interchange fee under European Contyncarinpetition rules. On July 24, 2002, the Eurep€ammission announced its
decision to exempt the Visa interchange fee froesétrules through the end of 2007 based on cettaimges proposed by Visa to its
interchange fees. Among other things, in conneatitth the exemption order, Visa agreed to adopisi-based methodology for calculating
its interchange fees similar to the methodology leygrl by MasterCard, which considers the costedain specified services provided by
issuers, and to reduce its interchange rates fuit dad credit transactions to amounts at or belevtain specified levels.

On September 25, 2003, the European Commissioadssstatement of Objections challenging Master€ardpe’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 caesféOn March 23, 2007, the Europr
Commission issued a Letter of Facts, also covesradit, debit and commercial card fees.

When the European Commission completes its revieMasterCard Europe’s cross-border interchange feesuld issue a prohibition
decision ordering MasterCard to change the mamwehich it calculates its cross-border interchafegs. MasterCard Europe could appeal
such a decision to the European Court of Justibe.Huropean Commission has informed MasterCardttbaes not intend to levy a fine
against MasterCard
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even if it determines that MasterCard’s cross-boiaterchange fees violate European Community caitique rules. Because cross-border
interchange fees constitute an essential elemaviisterCard Europe’s operations, changes to therd cignificantly impact MasterCard
International’s European members and MasterCardels business. In addition, a negative decision byEt®pean Commission could le
to the filing of private actions against MasterCRxgrope by merchants and/or consumers seekingasulatdamages.

On June 13, 2005, the European Commission annountsttor inquiry” into the financial services usdry, which includes an
investigation of interchange fees. On April 12, @0the European Commission released its interirartam its sector inquiry into the
payments card industry. In the report, the Euroggammission criticizes or expresses concern abtarge number of industry practices,
including interchange fees, of a multiplicity oflumstry participants, and warns of possible regwyabo legislative action. On January 31,
2007, the European Commission issued its finalntegpothe sector inquiry, and repeated its warnfgsossible regulatory or legislative
action. However, the report does not indicate agjaitnom any such regulatory action might be takentat legislative changes might be
sought.

United Kingdom Office of Fair TradingOn September 25, 2001, the Office of Fair Tradifithe United Kingdom (“OFT") issued a
Rule 14 Notice under the U.K. Competition Act 1@9®illenging the MasterCard interchange fee andilateltal service fee (“MSF"), the fee
paid by issuers to acquirers when a customer ubtssterCard-branded card in the United Kingdomegitit an ATM or over the counter to
obtain a cash advance. Until November 2004, ttexéhinge fee and MSF were established by Mastet@&dVembers Forum Limited
(“MMPF") (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. interchange fee and MSF méynige U.K. competition law and do
not qualify for an exemption in their present for@s February 11, 2003, the OFT issued a suppleahBuate 14 Notice, which also
contained preliminary conclusions challenging MeSéed’'s U.K. interchange fee under the Competitdah On November 10, 2004, the
OFT issued a third notice (now called a Statemé@tjections) claiming that the interchange feeintfes U.K. and European Union
competition 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 MasterCarBresident and Chief Executive
Officer.

On September 6, 2005, the OFT issued its decismmgluding that MasterCard’s U.K. interchange fibes$ were established by MMF
prior to November 18, 2004 contravene U.K. and Ream Union competition law. The OFT decided nalrtpose penalties on MasterCard
or MMF. On November 2 and 4, 2005, respectively, M&hd MasterCard appealed the OFT’s decision ttJtKe Competition Appeals
Tribunal. On June 19, 2006, the U.K. Competitiorp@als Tribunal set aside the OFT’s decision, foltmithe OFT's request to the Tribunal
to withdraw the decision and end its case agairegttbtCard’s U.K. interchange fees in place priddéeember 18, 2004.

However, the OFT has commenced a new investigafidmasterCard’s current U.K. interchange fees amibanced on February 9,
2007 that the investigation would also cover sdeddlimmediate debit” cards. If the OFT determiniest any of MasterCard’s U.K.
interchange fees contravene U.K. and European Wuarpetition law, it may issue a new decision aoskbly levy fines accruing from the
date of its first decision. MasterCard would likelypeal a negative decision by the OFT in any &upuoceeding to the Competition Appeals
Tribunal. Such an OFT decision could lead to thediof private actions against MasterCard by mantk and/or consumers which, if its
appeal of such an OFT decision were to fail, coakllt in an award or awards of substantial damages
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Poland.In April 2001, in response to merchant complaitite, Polish Office for Protection of Competition @dnsumers (the “PCA")
initiated an investigation of MasterCard’s (anda/8) domestic credit and debit card interchange.ftasterCard 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 Patisimpetition law, and imposed fines on MasterCafasl Visa's) licensed financial
institutions. MasterCard and the financial instdns have appealed the decision. If the appealarseccessful and the PCA'’s decision is
allowed to stand, it could have a significant adeempact on the revenues of MasterCard’s Polishioees and on MasterCard’s overall
business in Poland.

New Zealandln November 2003, MasterCard assumed responsibilitgetting domestic interchange fees in New Zwdlavhich
previously had been set by MasterCard’s membenf(iiadinstitutions in New Zealand. In early 2004e New Zealand Competition
Commission (the “NZCC”) commenced an investigattbiMasterCard’s domestic interchange fees. Mastef@as cooperated with the
NZCC in its investigation, made a number of subioiss concerning its New Zealand domestic interckdiags and met with the NZCC
several occasions to discuss its investigatioNdaember 2006, the NZCC filed a lawsuit allegingttMasterCard’s (and Visa's) domestic
interchange fees do not comply with New Zealandpetition law, and is seeking penalties. Severgldanerchants subsequently filed sirr
lawsuits seeking damages. A negative decisiondaseliawsuits could have a significant adverse ilngacthe revenues of MasterCard’s New
Zealand members and on MasterCard'’s overall businedew Zealand.

Other Jurisdictionsln January 2006, a German retailers associatied &lcomplaint with the Federal Cartel Office irm@Gany
concerning MasterCard’s (and Visa's) domestic ttiange fees. The complaint alleges that Master€4aaiid Visa's) German domestic
interchange fees are not transparent to merchadtsalude so-called “extraneous costs.” MasterQauderstands that the Federal Cartel
Office is continuing to review the complaint. Ma€tard is aware that regulatory authorities andémtmal banks in certain other jurisdictions
including Brazil, Colombia, Mexico, South Africain§apore, Hungary, Portugal and Switzerland areeveng MasterCard’s and/or its
members’ interchange fees and/or related pracicdsnay seek to regulate the establishment of faashand/or such practices.

Note 11. Settlement and Travelers Cheque Risk Managent

MasterCard International’s rules generally guaratie payment of certain MasterCard, Cirrus anddtfaédranded transactions
between its principal members. The term and amotfitite guarantee are unlimited. Settlement righésexposure to members under
MasterCard International’s rules (“Settlement Expe$), due to the difference in timing between the payntiemsaction date and subseqt
settlement. Settlement Exposure is estimated ubm@verage daily card charges during the quartétiptied by the estimated number of
days to settle. The Company has global risk managepolicies and procedures, which include riskdsads to provide a framework for
managing the Company’s settlement risk. Membersteddransaction data and the transaction cleal@tg underlying the settlement risk
calculation may be revised in subsequent repopergpds.

In the event that MasterCard International effacpgyment on behalf of a failed member, MasterQ#minational may seek an
assignment of the underlying receivables. Subgeepproval by the Board of Directors, members naghmarged for the amount of any
settlement loss incurred during the ordinary atésiof the Company.

MasterCard requires certain members that are nairmpliance with the Company’s risk standards facfat the time of review to post
collateral, typically in the form of letters of cli€and bank guarantees. This
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requirement is based on management review of thieidual risk circumstances for each member thauisof compliance. In addition to
these amounts, MasterCard holds collateral to ceaeability and future growth in member programike Company also holds collateral to
pay merchants in the event of merchant bank/aagfailere. Although it is not contractually obligat under MasterCard International’s rules
to effect such payments, the Company may eleco teodto protect brand integrity. MasterCard mosiits credit risk portfolio on a regular
basis to estimate potential concentration riskstaedadequacy of collateral on hand. Additionglgm time to time, the Company reviews
risk management methodology and standards. As sluelamounts of estimated settlement risk are eevds necessary.

Estimated Settlement Exposure, and the portiohe@fdompany’s uncollateralized Settlement ExposoréfasterCard-branded
transactions that relates to members that are dbaoteo be in compliance with, or that are undstew in connection with, the Company’s
risk management standards, were as follows:

March 31, December 31,
2007 2006

MasterCard-branded transactions:
Gross Settlement Expost $18,285,10 $18,059,69
Collateral held for Settlement Expost (1,782,50) (1,611,53)
Net uncollateralized Settlement Expos $16,502,59 $16,448,15
Uncollateralized Settlement Exposure attributable & non-compliant members $ 73,03 $ 89,31¢
Cirrus and Maestro transactions:
Gross Settlement Expost $ 2,697,81! $ 2,626,99

Although MasterCard holds collateral at the meméeel, the Cirrus and Maestro estimated settleragpbsures are calculated at the
regional level. Therefore, these settlement expssare reported on a gross basis, rather tharf nellateral.

Of the total estimated Settlement Exposure und=MasterCard brand, net of collateral, the U.Soanted for approximately 47% and
48% at March 31, 2007 and December 31, 2006, résplc The second largest country that accountedHfis Settlement Exposure was the
United Kingdom at approximately 11% at March 3102@nd December 31, 2006. Of the total uncollaierdlSettlement Exposure
attributable to non-compliant members, five membepsesented approximately 59% and 60% at Marci2@27 and December 31, 2006,
respectively.

MasterCard guarantees the payment of MasterCarttibdatravelers cheques in the event of issuer leféne guarantee estimate is
based on all outstanding MasterCard-branded tressefeeques, reduced by an actuarial determinafichemues that are not anticipated to be
presented for payment. The term and amount of tlagagtee are unlimited. MasterCard calculated astsfCard-branded travelers cheques
exposure under this guarantee as $628,103 and598at March 31, 2007 and December 31, 2006, régphc The reduction in travelers
cheques exposure is attributable to a decisiorubyveo largest issuers to stop selling MasterCaedited cheques.

A significant portion of the Company’s travelersqghe risk is concentrated in one MasterCard traveleeque issuer. MasterCard has
obtained an unlimited guarantee estimated at $284and $553,925 at March 31,
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2007 and December 31, 2006, respectively, fromanfiial institution that is a member, to coverollihe exposure of outstanding travelers
cheques with respect to that issuer. In additioastédrCard has obtained guarantees estimated a6818nd $21,709 at March 31, 2007 and
December 31, 2006, respectively, from financiatiingons that are members in order to cover th@osyre of outstanding travelers cheques
with respect to another issuer. These guaranteemisbave also been reduced by an actuarial detation of cheques that are not
anticipated to be presented for payment.

Based on the Company'’s ability to charge its membmrsettlement and travelers cheque losses ftibetigeeness of the Company’s
global risk management policies and procedurestlamdistorically low level of losses that the Camyp has experienced from settlement
travelers cheques, management believes the prabaififuture payments for settlement and travetdrsque losses in excess of existing
reserves is negligible.

Note 12. Foreign Exchange Risk Management

The Company enters into foreign currency forwandtarts to minimize risk associated with anticiplateceipts and disbursements
which are either transacted in a non-functionateney or valued based on a currency other tharfiumational currencies. The Company also
enters into contracts to offset possible changeslme due to foreign exchange fluctuations of @saed liabilities denominated in foreign
currencies. MasterCard’s forward contracts arestfiadl by functional currency as summarized below:

U.S. Dollar Functional Currency

March 31, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $103,14° $ 1,151 $34,68( $ 86
Commitments to sell foreign curren 89,57: (5449) 17,26¢ 86

Euro Functional Currency

March 31, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $85,35¢ $ (3,279 $121,35: $ (2,319
Commitments to sell foreign curren 55,66¢ 68t 45,12: 147

Brazilian Real Functional Currency

March 31, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre o o $10,95¢ $ (84))

The currencies underlying the foreign currency famdvcontracts consist primarily of euro, U.K. powsterling, Brazilian real, Australii
dollar, Mexican peso, Canadian dollar and JapayeseThe fair value of the foreign currency forwamhtracts generally reflects the
estimated amounts that the Company would receiypay), on a pre-tax basis, to terminate the cetdrat the reporting date based on broker
guotes for the same or
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similar instruments. The terms of the foreign coecyeforward contracts are generally less than 18th'o The Company has deferred $2,067
and $1,526 of net losses, after tax, in accumulatieer comprehensive income as of March 31, 20@/M@tember 31, 2006, respectively, all
of which is expected to be reclassified to earnegthe contracts mature to provide an economsebfb the earnings impact of the
anticipated cash flows hedged.

The Company'’s derivative financial instruments subject to both credit and market risk. Credit isskhe risk of loss due to failure of
the counterparty to perform its obligations in ademce with contractual terms. Market risk is tlhéeptial change in an instrument’s value
caused by fluctuations in interest rates and othgables related to currency exchange rates. Caadi market risk related to derivative
instruments were not material at March 31, 2007 @ecember 31, 2006, respectively.

Generally, the Company does not obtain collatexialted to forward contracts because of the higtlicratings of the counterparties,
which are also members of MasterCard Internatiortat. amount of accounting loss the Company wouddriiif the counterparties failed to
perform according to the terms of the contract®isconsidered material.

Note 13. Subsequent Events

On April 27, 2007, the Company extended its comeditinsecured $2,500,000 revolving credit facilibhe(“Credit Facility”) for one
year. The new expiration date of the Credit FaciitApril 27, 2010. Except for the maturity extems the original terms and conditions
the credit facility remain unchanged. MasterCard wmacompliance with the covenants of the Creddiliig as of March 31, 2007. There w«
no borrowings under the Credit Facility at March 3207 and December 31, 2006. The majority of Gfealtility lenders are customers or
affiliates of customers of MasterCard International

The Company’s Board of Directors has approved amemds to the Company'’s certificate of incorporati@signed to facilitate an
accelerated, orderly conversion of Class B comntocksnto Class A common stock for subsequent §dleough “conversion transactions,”
in amounts and at times to be designated by thep@ow current holders of shares of Class B comrtasksvho elect to participate would
eligible to convert their shares on a one-for-oasidinto shares of Class A common stock for suls#cgsale to public investors within no
more than 30 days. MasterCard Class B shareholemrkl not be allowed to participate in any Classh&reholder vote during this
“transitory” ownership period. The number of shares of ClaserBngon stock eligible for conversion transactionsilddoe determined by tt
Company and limited to an annual aggregate numfagp &t 10% of the total combined outstanding skhafeClass A and Class B common
stock, based upon the total number of shares oulisign as of December 31st of the prior calendar.yeaddition, prior to May 31, 2010, a
conversion transaction would not be permitted Waild cause shares of Class B common stock toseptéess than 15% of total
outstanding shares of Class A and Class B comnuoak stutstanding. The proposed amendments to thiéicae of incorporation are subject
to stockholder approval at the Company’s June @7 2hnual meeting of stockholders. The Board oé@ors approved two additional items,
each of which is also contingent upon stockholggraval of the amendments to the certificate obiporation at the Company’s upcoming
annual meeting of stockholders: (i) the conversibap to 13,400 shares of Class B common stock@éss A common stock in “conversion
transactions” during 2007 and (ii) the repurchasepao $500,000 of Class A common stock in openketaransactions during 2007.
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Item 2. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

The following discussion should be read in conjiomctith the consolidated financial statements antes of MasterCard Incorporated
and its consolidated subsidiaries. In this discassreferences to the “Company,” “MasterCard,” “we;us” or “our” refer to the
MasterCard brand generally, and to the businesddacted by MasterCard Incorporated and its consdkdasubsidiaries, includin
MasterCard International Incorporated (doing busiseas MasterCard Worldwide) and MasterCard Eurgmé :

Forward-Looking Statements

This Report on Form 10-Q contains forward-lookitafements pursuant to the safe harbor provisiotiseoPrivate Securities Litigation
Reform Act of 1995. When used in this Report, tteedg “believe,” “expect,” “could,” “may,” “would”;will” and similar words are intended
to identify forward-looking statements. These fomvdbboking statements relate to the Comparfyture prospects, developments and bus
strategies and include, without limitation, the Qmmny’s belief in its ability to drive growth by finer penetrating its existing customer base
and by expanding its role in targeted geographigshigher-growth segments of the global paymerdsastry, enhancing its merchant
relationships, maintaining unsurpassed acceptamteantinuing to invest in its brands and incregsia volume of business with key
customers over time. Many factors and uncertaiméiing to our operations and business environnadinof which are difficult to predict
and many of which are outside of our control, iafiae whether any forward-looking statements camilbbe achieved. Any one of those
factors could cause our actual results to diffetemially from those expressed or implied in writimgany forwardlooking statements made
MasterCard or on its behalf. We believe there ar&ain risk factors that are important to our bass) and these could cause actual results to
differ from our expectations. Reference should elento the Company’s Annual Report on FornKlier the year ended December 31, 2
for a complete discussion of these risk factoléam 1A—Risk Factors.

Overview

We are a global payment solutions company thatigesva variety of services in support of our cusishcredit, debit and related
payment programs. We manage a family of well-knowidely accepted payment card brands including bt&srd®, MasterCard Electroni
™, Maestra® and Cirrus®, which we license to our customers. As part of agimg these brands, we also establish and enfales and
standards surrounding the use of our payment gatéra. Cardholder and merchant relationships areged principally by our customers.
Accordingly, we do not issue cards, extend crediardholders, determine the interest rates (ifiegigle) or other fees charged to cardholi
by issuers, or establish the merchant discounigeltblby acquirers in connection with the acceptaficards that carry our brands.

We achieved revenue growth of 23.9% in the firstétmonths of 2007 of which 2.5% is due to the ichpforeign currency
fluctuation related to the euro. The growth in raves was principally due to increased transactoasvolumes and restructuring of currency
conversion pricing. In April 2006, we restructurar currency conversion pricing by initiating a gp@to our issuers and acquirers for all
cross-border transactions regardless of whethgyesferm the currency conversion or it is perfornbgda third party at the point of sale. We
also generally decreased the price we charge sueiis for performing currency conversion. The uestiring of the currency conversion
pricing and other less significant pricing modifioas in 2006 accounted for approximately 5% of mwenue growth for the three months
ended March 31, 2007. Our revenue growth was meetbtey a $54 million or 25.0% increase in rebatebiacentives to our customers and
merchants in the three months ended March 31, 2007.

Operating expenses increased 8.2% in the firsethmenths of 2007 of which 1.9% is due to the imméddoreign currency fluctuation
related to the euro. The increase in operating resggewas primarily due to an increase in genexhbdministrative expenses to support our
customer focused strategy. Our operating experssagarcentage of total revenues were 65.7% ifirdiehree months of 2007 versus 75.
in the comparable period.
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Our liquidity and capital position were strong,vess had $2.5 billion in cash, cash equivalents arailable-for-sale securities, and $2.6
billion in stockholders’ equity as of March 31, 200

We believe that the trend within the global payrsentiustry from paper-based forms of payment ssataah and checks toward
electronic forms of payment such as cards cre&egisant opportunities for the continued growthooir business. Our strategy is to conti
our growth by further penetrating our existing onsér base and by expanding our role in targetedrgebies and highegrowth segments ¢
the global payments industry (such as corporatamjum and debit payments), enhancing our mercledetionships, maintaining unsurpas
acceptance and continuing to invest in our brawdsare committed to providing our key customer$witordinated services through
integrated, dedicated account teams in a mannealibavs us to capitalize on our expertise in pagtmpgograms, brand marketing, product
development, technology, processing and consustamgices for these customers. By investing in strmurstomer relationships over the long-
term, we believe that we can increase our volumausiness with key customers over time. In suppbittiis strategy, we are continuing to
hire additional personnel and develop our existiogkforce. We intend to expand our role in targededgraphies by, among other things,
pursuing incremental payment processing opporesiiti the European region, Latin American and Asaffic countries.

There is increased regulatory scrutiny of intergfeafees and other aspects of the payments indwkich could have an adverse impact
on our business. In addition, we face exposuratitrast and other types of litigation. Competitiand pricing pressure within the global
payments industry is increasing, due in part tosoidation within the banking sector and the grayyirower of merchants. Regulatory
actions, litigation, and pricing pressure may leaado change our pricing arrangements and coulaceedur overall revenues. See ltem 1A—
Risk Factors of the Company’s Annual Report on Faf¥K for the year ended December 31, 2006 foretlzesl other risks facing our
business.

Impact of Foreign Currency Rates

Our operations are impacted by changes in foreigrency exchange rates. In most regions, exceiffeyrassessments are calculated
based on local currency volume converted to U.8adeolume using average exchange rates for tlatee assessment period. In Europe, the
local currency volumes are converted to the eussaAesult, assessment revenues are impacted byehal strengthening or weakening of
the U.S. dollar or euro compared to the foreigmenuies of the related local volumes in each petliothe first quarter of 2007, the U.S.
dollar weakened as evidenced by a 19.1% increagess dollar volume (“GDV”) on a U.S. dollar comtesl basis exceeding local currency
GDV growth of 16.4%, compared to the same periathénprior year.

We are especially impacted by the movements oétine relative to the U.S. dollar since the funaiiozurrency of MasterCard Europe,
our principal European operating subsidiary, isgahe. The strengthening or devaluation of the ddHar against the euro impacts the
translation of MasterCard Europe’s operating resiatio U.S. dollar amounts and is summarized dsvisl

For the three months
ended March 31,

2007 2006
Euro to U.S. dollar average exchange $ 1.31 $ 1.2C
Strengthening (devaluation) of U.S. dollar relai@the euro from prior ye: (9.2% 8.1%
Revenue change attributable to translation of M&sted Europe revenues to U.S. doll 2.5% (2.2%
Operating expense change attributable to translatidMasterCard Europe expenses to
U.S. dollars 1.% (1.9%
Revenues

We generate revenues from the fees that we chamgeustomers for providing transaction processimg) @her paymentelated service
(operations fees) and by charging assessments ttustomers based on the
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GDV of activity on the cards that carry our braf@ssessments). GDV includes the aggregated doflauat of usage (purchases, cash
disbursements, balance transfers and convenierok$hon MasterCard-branded cards. Our pricingréorsactions and services is complex.
Each category of revenue has numerous fee commdepénding on the types of transactions or seryioavided. We review our pricing
and implement pricing changes on an ongoing baseddition, standard pricing varies among ouraegl businesses, and such pricing can
be customized further for our customers througkritive and rebate agreements. Our revenues ard bpsa transactional information
accumulated by our systems or reported by our ouste. We earned approximately 71.4% and 67.0% oheurevenues from net operations
fees and approximately 28.6% and 33.0% of ourenetnues from net assessments in the three mondles &farch 31, 2007 and 2006,
respectively. The shift of 3.4% to operations f#gem assessments was due to the restructuringeafulrency conversion pricing in April
2006.

Operations fees are typically transaction-basedsaadharged for facilitating the processing ofrpaxt transactions and information
management among our customers. A typical tramsaptiocessed through MasterCard'’s system involvesgarticipants in addition to us:
an issuer (the cardholders’ bank), an acquirerrfteechant’s bank), the merchant and the cardho@igerations fees are charged to issuers,
acquirers or their delegated processors for traimsaprocessing services, specific programs to jptenMasterCard-branded card acceptance
and additional services to assist them in manatieg businesses. The significant components ofaijsns fees are as follows:

. Authorization occurs when a merchant requests appfor a cardholder’s transaction. We charge ddeeouting the
authorization for approval to or from the issueriorcertain circumstances, such as when the isssgstems are unavailable, for
approval by us or others on behalf of the issuacitordance with the issuer’s instructions. OuesuWwhich vary across regions,
establish the circumstances under which merchamtsequirers must seek authorization of transastidhese fees are primarily
paid by issuers

. Settlement refers to the process in which we detertine amounts due between issuers and acquarepayment transactions and
associated fees. First, we clear a transactiomamgferring the financial transaction details amissgers, acquirers or their
designated third-party processors. Then we setixchange the related funds among the issuera@andrers. We charge a fee
for these settlement and clearing services. Thasedre primarily paid by issue

. Switch fees are charges for the use of the MastdrBabit Switch, our debit processing system. ThastdrCard Debit Switch
transmits financial messages between acquirerssandrs and provides transaction and statistipalrtimg and performs
settlement between members and other debit traosgmbcessing networks. These fees are primaailgt py issuers

. Currency conversion and cross-border are volumeebesvenues. Crodsrder volumes are generated by transactions inhathie
cardholder and merchant geography are differentpweess transactions denominated in more tharcd@éncies through our
global system, providing cardholders with the &piio utilize, and merchants to accept, MasterCards across multiple country
borders. We can also perform currency conversiorices by processing transactions in a merchaotallcurrency and
converting the amount to the currency of the isswo in turn may add foreign exchange chargespastithe transaction on the
cardholder’s statement in their own home currehtpril 2006, we restructured our currency coni@rgevenues by initiating a
charge to our issuers and acquirers for all cresddy transaction volumes regardless of whethepeviorm the currency
conversion or it is performed by a third partyra point-of-sale. We also generally decreasedtilce pre charge issuers for
performing currency conversio

. Acceptance development fees are charged to isbasesl on components of GDV and support our focudesrloping merchant
relationships and promoting acceptance at the mbisale. These fees are primarily l-based

. Warning bulletin fees are charged to issuers agdiears for listing invalid or fraudulent accoumtisher electronically or in paper
form and for distributing this listing to merchar
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. Connectivity fees are charged to issuers and amguior network access, equipment, and the trassmisf authorization and
settlement message

. Consulting and research fees as well as outsouseingces fees are primarily generated by Mastef@awvisors, our professional
advisory services group. We provide a wide rangeoosulting, information and outsourcing servicesogiated with our
customers’ payment activities and programs. Rebdaotudes revenues from subscription-based sesyvaress to research
inquiry, and peer networking services generatedunjindependent financial and payments industrgaesh group. We do not
anticipate consulting and research becoming afsigni percentage of our business. MasterCard Adsisevenues, of which
consulting and research fees are components, egsd¢hHan 10% of our consolidated reven

. Other operations fees are primarily user-pay sesviacluding the sale of manuals, publicationspg@ms, information and
reports, as well as compliance programs and peBatth assist our customers in managing their bases. In addition, other
operations fees include fees for cardholder sesviteonnection with the benefits provided with Ma€ard-branded cards, such
as insurance, telecommunications assistance focdwds and locating automated teller machi

Generally, we process certain MasterCard-brandetkdtic transactions in the United States, Unitetgom, Canada, Brazil and
Australia. We process substantially all cross-botdnsactions using MasterCard, Maestro and Chirasded cards. We charge relatively
higher operations fees for settlement, authorimagiod switch fees on cross-border transactionsanucross-border revenues as well as
currency conversion revenues if the transactiogsire conversion between two different currenci@gerations fees for offline debit
transactions, which are generally signature-baséi ttansactions, are priced similar to credinsactions. Operations fees for processing
domestic online debit transactions are pricedsimalar manner as domestic offline debit and cr&ditsactions, while cross-border offline
debit and credit transactions are priced highen ttrass-border online debit transactions.

Assessments are primarily based on GDV for a sigdaifie 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 ratesadeonden customers meet incremental
volume hurdles. These assessment rates also vaheltype of transaction. We generally assessyliehirates for cross-border volumes
compared to domestic volumes. We also assesslarhigtes for retail purchases versus cash withalgeavredit and offline debit
transactions are assessed at higher rates thare al@bit transactions. In addition, from time todithe Company may introduce assessments
for specific purposes such as market developmengrams. Assessments that are based on quarterly@®¥stimated utilizing aggregate
transaction information and projected customerquarnce.

Gross revenues grew 24.1% in the three months dvdech 31, 2007 compared to the same period last yecomponent of our
revenue growth was the result of restructuringengy conversion pricing in April 2006. Our ovenal/enue growth is being moderated by
the demand from our customers for better pricimgragements and greater rebates and incentivesrdingty, we have entered into business
agreements with certain customers and merchapi®tide GDV and other performanbased support incentives. Rebates and incentiva
percentage of gross revenues were approximateB#@and 22.6% in the three months ended March 317 26d 2006, respectively. These
pricing arrangements reflect enhanced competitighé global payments industry, the continued clidestion and globalization of our key
customers, the growing power of merchants andmipact of restructured pricing. The rebates andritiees are calculated on a monthly b
based upon estimated performance and the ternmhe oélated business agreements. Rebates and iresate recorded as a reduction of
gross revenue in the same period that performanmgrs.

The United States remains our largest geographikehbased on revenues. Revenue generated in fted8tates was approximately
52.9% and 53.3% of total revenues in the three hsoahded March 31, 2007 and 2006, respectivelyintligidual country, other than the
United States, generated more than 10% of total
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revenues in any period. Certain non-U.S. econoimaee experienced more growth than the U.S. econéwegordingly, some non-U.S.
revenues grew at a faster rate than U.S. revenuée ithree months ended March 31, 2007 compartektsame period in 2006. The growth

was not specifically related to any one region icls we do business.

Our business is dependent on certain world ecor®arid consumer behaviors. In particular, a sigmifigportion of our revenues are
dependent on international travel. In the pastreuenues have been impacted by specific eventsagithe war in Iraq, the SARS outbreak
and the September 11, 2001 terrorist attack bedhese events impact travel patterns and relatsbdvorder transaction volumes. Our
revenues can also be impacted by a number of famtated to consumer behavior, including consunuensfidence in the MasterCard bra

Results of Operations

*%

Net operations fee
Net assessmen

Total revenue

General and administratiy
Advertising and market developme
Depreciation and amortizatic

Total operating expens

Operating incom:

Total other income (expense), |
Income before income tax exper
Income tax expens

Net income

Net income per share (bast

Weighted average shares outstanding (basic)

Net income per share (dilutet

Weighted average shares outstanding (diluted)

Effective income tax rat

Gross dollar volume on a U.S. dollar converted $ésibillions)?

Processed transactio

Not meaningfu

For the three
months ended

Percent
Increase

(Decrease
2007 vs.

2006

31.9%
7.4%
23.%
14.€%

(2.9%

@.0%
8.2%
71.8%
114.2%
74.1%
82.7%
69.6%
68.1%
0.7%
67.0%
1.2%

* %

19.1%

March 31,
2007 2006
(In millions, except per share,
percent and GDV amounts)

$ 653 $ 49t
262 244
91t 73¢
39¢ 34¢
17¢ 18:
24 25
601 55€
314 182
22 10
33¢€ 19z
121 66

$ 21F $ 127
$ 1.5¢ $ .94
13¢ 13t

$ 1.57 $ .94
137 13t

36.(% 34.2%

50¢ 427
4,208 3,521

19.£%

In connection with our ownership and governancesaations in May 2006, we reclassified all of oppr@ximately 100 outstanding
shares of existing Class A redeemable common stotkat our previous stockholders received 1.3Beshaf our Class B common
stock for each share of Class A redeemable commagk that they held prior to the reclassificationla single share of our Class M
common stock. Accordingly, shares and per shamewate retroactively restated in the financialestents subsequent to the
reclassification to reflect the reclassificationifaswere effective at the start of the first et being presented in the financial

statements.

GDV for the three months ended March 30, 2007 @ref due to management's decision to no longeudiectommercial funds
transfers in China, which are generally transastitiat facilitate the transfer of funds betweenkdananches, but do not involve
traditional cash withdrawals or balance transferghe calculation of GDV. Data for the comparapégiod in 2006 has been restated to

be consistent with this approach.
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Operations Fees

For the three Dollar Percent
months ended Increase Increase
March 31, (Decrease (Decrease
2007 vs. 2007 vs.
2007 2006 2006 2006
(In millions, except percent)
Authorization, settlement and swit $30¢ $26& $ 40 15.1%
Currency conversion and cr-border 18€ 78 10¢ 138.5%
Acceptance development fe 58 47 11 23.2%
Warning bulletin fee: 18 17 1 5.8%
Connectivity 22 18 4 22.2%
Consulting and research fe 17 17 — —
Other operations fe¢ 11¢ 10z 17 16.7%
Gross operations fe: 72t 544 181 33.2%
Rebate: (72) (49) (23) 46.9%
Net operations fee $652 $49E $ 15¢ 31.9%

Authorization, settlement and switch revenues iased due to the number of transactions processauagth our systems
increasing 19.4% in the three months ended Mar¢l2@17 from the comparable period in 2006. Offagtthe 2007 increase in
growth was a 3.9% reduction of revenues due tontipbementation of price changes in April 2006 tokeaur pricing compliant
with the Single European Payment Area (“SEPA")i@tive. The SEPA price changes are slightly positim a total gross revenue
basis; however, these changes impact individuames categories, in particular authorization, egtént and switch, currency
conversion and cro-border revenues and assessme

Currency conversion and croerder revenues increased $108 million, or 138if%he three months ended March 31, 2007 1
the comparable period in 2006. This increase wiasgpily due to the restructuring of currency corsien pricing in April 2006.
We restructured our currency conversion pricingriilyating a charge to our issuers, and, in mogtams, acquirers for all cross-
border transactions regardless of whether we partbe currency conversion or it is performed bhiedtparty at the point of sale.
We also generally decreased the price we chargesswegrs for currency conversion. Of the increasz0i07, $31 million was due
to the reclassification of certain assessment nge®im Europe to cross-border volume revenue. ditiad to the restructuring of
these revenues, there was an increase in croserlteadsaction volumes of 18.3% in the three moatiged March 31, 2007 from
the comparable period in 20(

Acceptance development fees in the three monthsdeltrch 31, 2007 increased compared to the sarape 2006 primarily
due to increased volume

Warning bulletin fees fluctuate with our customequiests for distribution of invalid account infotina.

Connectivity revenues in the three months endeccMad, 2007 increased compared to the same peri2@0d6 due to increased
volumes.

Consulting and research fees remained constaheithtee months ended March 31, 2007 comparedttsaime period in 2006.
Our business agreements with certain customersamsyde consulting services as an incentive. Cdimgukervices provided to
customers as a result of incentive agreementsheasame in both perioc

Other operations fees represent various revenearss including cardholder services, compliancepamalty fees, holograms,
user pay for a variety of transaction enhancemanwices, and manuals and publications. The changay individual revenue
component was not materi
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. Rebates relating to operations fees are primagfed on transactions and volumes and, accordimghgase as these variables
increase. Rebates have been increasing due tonagmesewith new customers, impact of restructuréciny, renewals of existing
agreements, ongoing consolidation of our customedscompetition. Rebates as a percentage of gpesatmns fees were 9.9%
and 9.0% in ththree months ended March 31, 2007 and 2006, regekc!

Assessments
Assessments are revenues that are calculated based customers’ GDV. The components of assessnaeatas follows:

For the three Dollar Percent

months ended Increase Increase

March 31, (Decrease (Decrease

2007 vs. 2007 vs.

2007 2006 2006 2006
(In millions, except percent)

Gross assessmer $ 46C $ 411 $ 49 11.9%
Rebates and incentiv: (19§ (167) (31 18.€%
Net Assessmen $ 262 $ 244 $ 18 7.4%

GDV growth was 16.4% in the three months ended WM&dg 2007 when measured in local currency termd,18.1% when measured
on a U.S. dollar converted basis. A portion of GIDV growth relates to an increase in online dehits$actions which are priced at a lower
assessment rate compared to credit and offlind tfabsactions. Accordingly, gross assessmentsareasing at a lower rate than GDV.
Rebates and incentives provided to customers amchauets reduce assessments growth. Rebates amdiveseas a percentage of gross
assessments were 43.0% and 40.6% in the three snentted March 31, 2007 and 2006, respectively.ifdrease in the percentage of
rebates and incentives compared to gross assessinéimt result of new or revised pricing arrangets\&ith certain large customers and
merchants. Rebates and incentives are primarilgchas GDV and may also contain fixed componentsHferissuance of new cards, launch
of new programs or consulting services.

Assessments were also impacted in 2007 by a réatasion of $31 million from assessments to cumggonversion and cross-border
revenues, offset by $12 million in pricing increaselated to our SEPA pricing changes. Our grosasssnents would have increased 16.5%
for the three months ended March 31, 2007 if theegéng modifications were not made in April 2006.

Operating Expenses

Our operating expenses are comprised of generahdmihistrative, advertising and market developmers. merchant lawsuit and
other legal settlements and depreciation and arabith expenses. In the three months ended MarcPQ®Y, there was an increase in
operating expenses of $45 million or 8.2% comp#odtie same period in 2006. Also, in the three mmeended March 31, 2007 and 2006
did not have any legal settlements.
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General and Administrative

General and administrative expenses consist prliynafrpersonnel, professional fees, data processatgcommunications and travel.
The major components of general and administratikeenses were as follows:

For the three Dollar Percent
months ended Increase Increase
March 31, (Decrease (Decrease
2007 vs. 2007 vs.
2007 2006 2006 2006
(In millions, except percent)
Personne $254 $227 $ 27 11.%
Professional fee 53 32 21 65.€%
Telecommunication 17 17 — —
Data processin 15 15 — —
Travel and entertainme 26 22 4 18.2%
Other 34 35 (1) (2.9%
General and administrative expen $39¢ $34¢ $ 51 14.€%

. Personnel expense increased in the three montlesi dndrch 31, 2007 primarily due to additional staféreased performance
incentives and contractor fees to support oureggiatinitiatives.

. Professional fees increased in the three monthadeltérch 31, 2007 primarily due to legal costsafedd our outstanding
litigation and consulting services used for implatitey our strategic initiative:

. Telecommunications expense consists of expensagiuort our global payments system infrastructareval as our other
telecommunication neec

. Data processing consists of expenses to operatmaimain MasterCard’s computer systems. Thesensgsevary with business
volume growth, system upgrades and us

. Travel and entertainment expenses are incurredapityrfor travel to customer and regional meetiags, accordingly, have
increased with the corresponding increase in osingss activity

. Other includes rental expense for our facilitiesefgn exchange gains and losses and other miseellia administrative expens

Advertising and Market Development

Advertising and market development consists of agpe associated with advertising, marketing, pramstand sponsorships, which
promote our brand and assist our customers in@olgi¢heir goals by raising consumer awarenessuaade of cards carrying our brands.
Advertising and market development expenses destle®4 million or 2.3% in the three months endeddii&@1, 2007 versus the comparable
period in 2006. In the three months ended Marct2B8Qy, our initiatives continued to support ourtouser focused strategy while our
initiatives in the three months ended March 31,6880 reflected our investment in the 2006 Wonlgh Goccer events.

Our brands, principally MasterCard, are valuablatsgic assets that drive card acceptance and asagicilitate our ability to
successfully introduce new service offerings armmbas new markets. Our approach to marketing dewibombines advertising, sponsorsr
promotions, interactive media and public relatiaagart of an integrated package designed to iserfekmsterCard brand awareness and
preference and usage of MasterCard cards. We armitted to maintaining and enhancing our brandsiaragje through advertising and
marketing efforts on a global scale.
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Other Income (Expense)

Other income (expense) is comprised primarily @eEgtment income, interest expense and other gathfoases. Investment income
increased $16 million in the three months endedckl&1, 2007 due to higher cash and short-term tmesgt balances principally related to
the proceeds received from our initial public offgrin May 2006, increases in interest rates arsth gggnerated by our business. Interest
expense increased $4 million in the three montle@mMarch 31, 2007 because 2006 included a $4omitiduction in interest expense for a
refund of interest assessed in an audit of the Goryip federal income tax return, as well as theicédn of interest reserve requirements
related to the Company’s tax reserves, resultiomfthe reassessment of such reserves.

Income Taxes

The effective income tax rate was 36.0% and 34 @thie three months ended March 31, 2007 and 2@88pectively. The rate for the
three months ended March 31, 2007 is higher tharcdmparable period in 2006 primarily due to améase in the accrual of state income
liabilities for uncertain tax positions as requingttler the recently adopted Financial Accountiran8ards Board (“FASB”) Interpretation
No. 48,“Accounting for Uncertainty in Income Taxes”. Seetdl9 to the Consolidated Financial Statementsided in Item 1.

Liquidity

We need capital resources and liquidity to fundglabal development, to provide for credit andlsetent risk, to finance capital
expenditures and any future acquisitions and teigethe payments of principal and interest onautstanding debt and the settlement of the
U.S. merchant lawsuit. At March 31, 2007 and Decen®d, 2006, we had $2.5 billion of cash, cashwejents and available-for-sale
securities with which to manage operations. We eixjtet the cash generated from operations antd@uowing capacity will be sufficient 1
meet our operating, working capital and capitaldsda 2007. However, our liquidity could be negalvimpacted by the adverse outcome of
any of the legal or regulatory proceedings to whighare a party. See Item 1A—Risk Factors of then@any’s Annual Report on Form 10-
for the year ended December 31, 2006 for thesetrat risks facing our business. See also Not® 10et Consolidated Financial Statements
included in Item 1.

Percent
Three Months Ended Increase
March 31, (Decrease
2007 vs.
2007 2006 2006
(In millions, except percents)
Cash flow data:
Net cash provided by operating activit $ 71 $ 41 74.1%
Net cash used in investing activit| (44) (98) 55.(%
Net cash used in financing activiti (8 — *x
March 31, December 31
2007 2006
Balance sheet data:
Current assel $ 3,60¢ $ 3,57 0.S%
Current liabilities 1,612 1,81z (11.0%
Long-term liabilities 98¢ 902 9.€%
Equity 2,601 2,36¢ 10.C%

**  Not Meaningful

Net cash provided by operating activities in thee¢hmonths ended March 31, 2007 was $71 millionpaoed to $41 million in the thr
months ended March 31, 2006. The increase in caghdperations was
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principally due to stronger operating performanee Bwer payments of accrued expenses in the thoeghs ended March 31, 2007
compared to the same period in 2006, partiallyedffy greater prepayments for rebates and inceniivthe three months ended March 31,
2007 compared to the same period in 2006. The fusast from investing activities in the three manéimded March 31, 2007 was due to
investments in fixed assets, internally developadl gurchased capital software and purchases dihleifor-sale-securities. In the three
months ended March 31, 2006, cash used in inveattigities related to the purchase of availablesfale securities. Cash used in financing
activities in the three months ended March 31, 20@narily relates to the payment of dividends.

On February 6, 2007, our Board of Directors dedaguarterly cash dividend of $0.15 per share lgayan May 10, 2007 to holders
record on April 9, 2007 of our Class A common staokl Class B common stock. The aggregate amouabpefor this dividend was $21
million. The declaration and payment of any futdiradends will be at the sole discretion of our Bbaf Directors after taking into account
various factors, including our financial conditiaettlement guarantees, operating results, avaitzsh and current and anticipated cash
needs.

On April 27, 2007, the Company extended its coneditinsecured $2.5 billion revolving credit facilithe “Credit Facility”) for one
year. The new expiration date of the Credit FacifitApril 27, 2010. All remaining terms of the @reFacility are unchanged. MasterCi
was in compliance with the covenants of the Credldility as of March 31, 2007. There were no boinms under the Credit Facility at
March 31, 2007 and December 31, 2006. The majofiredit Facility lenders are customers or affdmof customers of MasterCard
International.

The Company’s Board of Directors has approved amemds to the Company'’s certificate of incorporati@signed to facilitate an
accelerated, orderly conversion of Class B comntocksnto Class A common stock for subsequent $de. Note 13 to the Consolidated
Financial Statements included in Item 1. The predaamendments to the certificate of incorporatiensaibject to stockholder approval at the
Company’s June 7, 2007 annual meeting of stockinelddne Board of Directors approved two additiatexhs, each of which is also subject
to stockholder approval of the amendments to thtificate of incorporation at the Company’s upcognamnual meeting of stockholders:

(i) the conversion of up to 13.4 million sharesttéiss B common stock into Class A common stoclcanVersion transactions” during 2007
and (ii) the repurchase of up to $500 million o&€d A common stock in open market transactionsyd@907. If the Company obtains
stockholder approval, it intends to utilize ourltasash equivalents and available-for-sale seearith repurchase our Class A common stock
in the second half of 2007.
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Future Obligations
The following table summarizes as of March 31, 260i7 obligations that are expected to impact ligyidnd cash flow in future

periods. We believe we will be able to fund thelskgations through cash generated from operatiodsoar existing cash balances.

Payments Due by Period

Remaining 2008 — 2010 - 2012
Total 2007 _2009 2011 and thereafter
(In millions)

Capital leases $ 59 $ 6 $ 10 $ 4 $ 39
Operating leases 11€ 28 53 12 25
Sponsorshig, licensing & othert 884 31t 32¢ 13¢ 10z
Litigation settlement8 617 117 20C 20C 10C

Debt® 237 5 232 = —
Total $1,91¢ $ 47 $82¢ $354 $ 267

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

We enter into operating leases in the normal coofr&eisiness, including the lease on our facilityd'Fallon, Missouri. Substantially ¢
lease agreements have fixed payment terms basi@ gassage of time. Some lease agreements pravigéh the option to renew the
lease or purchase the leased property. Our fupeeating lease obligations would change if we dgettthese renewal options and if
we entered into additional lease agreements.

Includes $180 million as of March 31, 2007 relatiog@ sponsorship agreement which is in a legalutiés We may not be obligated to
pay this amount.

Amounts primarily relate to sponsorships with dertarganizations to promote the MasterCard brame dmounts included are fixed
and non-cancelable. In addition, these amountsidtechmounts due in accordance with leases for ctanpardware, software licenses
and other service agreements. Future cash paythetwill become due to our customers under agregmehich provide pricing
rebates on our standard fees and other incentiveschange for increased transaction volumes drmcioded in the table because the
amounts due are indeterminable and contingent suntth time as performance has occurred. Mastern@ardccrued $390 million as of
March 31, 2007 related to customer and merchameagents.

Represents amounts due in accordance with thersettt agreement in the U.S. merchant lawsuit amef ditigation settlements.

Debt primarily represents principal and interesedwn our subordinated notes due June 2008 argtittepal owed on our Series A
Senior Secured Notes due September 2009. We alsovhaious credit facilities for which there wer@ outstanding balances at
March 31, 2007 that, among other things, would jgliquidity in the event of settlement failureg dur members. Our debt
obligations would change if one or more of our memslfailed and we borrowed under these creditifiesilto settle on our members’
behalf or for other reasons.

Recent Accounting Pronouncements

In February 2007, the FASB issued Statement ofrigiiah Accounting Standards No. 159, “The Fair Valygtion for Financial Assets

and Financial Liabilities—Including an Amendment3FAS 115" (“SFAS 159”). SFAS 159 allows entitieschoose to measure many
financial instruments and certain other items &tvalue. In addition, SFAS 159 includes an amemin@ SFAS 115, “Accounting for
Certain Investments in Debt and Equity Securitiesl applies to all entities with available-for-sated trading securities. SFAS 159 is
effective for the Company commencing in 2008. Weeiarthe process of evaluating the impact that SEBSwill have on our financial
statements.

35



Table of Contents

Item 3. Quantitative and Qualitative Disclosures About MakRisk

MasterCard has limited exposure to market riskergotential for economic losses on market rislsigige instruments arising from
adverse changes in market factors such as intetest foreign currency exchange rates, and equittg risk. Management establishes and
oversees the implementation of policies, which hasen approved by the Audit Committee, governingfording, investments, and use of
derivative financial instruments. We monitor rispesures on an ongoing basis. There have been taiat@hanges in our market risk
exposures at March 31, 2007 as compared to Dece3ib@006.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedu

The management of MasterCard Incorporated, inctuttie President and Chief Executive Officer ande€Rinancial Officer, carried
out an evaluation of the Company’s disclosure atetand procedures (as defined in Rule 15d-15(d¢uthe Securities Exchange Act of
1934, as amended) as of the end of the period edv®r this Report. Based on that evaluation, the@amy’s President and Chief Executive
Officer and Chief Financial Officer concluded théasterCard Incorporated had effective disclosurdrots and procedures for (i) recording,
processing, summarizing and reporting informatheat s required to be disclosed in its reports utitie Securities Exchange Act of 1934, as
amended, within the time periods specified in teeusities and Exchange Commission’s rules and famaks(ii) ensuring that information
required to be disclosed in such reports is accatedland communicated to MasterCard Incorporatadisagement, including its President
and Chief Executive Officer and Chief Financial iCéf, as appropriate to allow timely decisions regay disclosure.

Changes in Internal Control over Financial Repogin

In connection with the evaluation by the Compar@fsef Executive Officer and Chief Financial Offioafrchanges in internal control
over financial reporting that occurred during thengpany’s last fiscal quarter, no change in the Caamyfs internal control over financial
reporting was identified that has materially aféek;tor is reasonably likely to materially affetie tCompany’s internal control over financial
reporting.
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Other Financial Information

With respect to the unaudited consolidated findrst&tements of MasterCard Incorporated and itsididries for the three months
ended March 31, 2007 and 2006, Pricewaterhouse@obp® (“PricewaterhouseCoopers8ported that they have applied limited proced
in accordance with professional standards for &vewf such information. However, their report dhtday 2, 2007 appearing below, states
that they did not audit and they do not expressmnion on that unaudited financial informationidewaterhouseCoopers has not carried out
any significant or additional audit tests beyonastinwhich would have been necessary if their repadtnot been included. Accordingly, the
degree of reliance on their report on such inforomashould be restricted in light of the limitedtuna of the review procedures applied.
PricewaterhouseCoopers is not subject to the ifiglpitovisions of Section 11 of the Securities AEt1933 (“the Act”) for their report on the
unaudited consolidated financial statements bechiadé&eport is not a “report” or a “part” of a isgation statement prepared or certified by
PricewaterhouseCoopers within the meaning of Sedtiand 11 of the Act.

Report of Independent Registered Public Accourfing

To the Board of Directors and Stockholders
of MasterCard Incorporated:

We have reviewed the accompanying consolidatechbalaheet of MasterCard Incorporated and its sisvgd (the “Company”) as of
March 31, 2007, and the related consolidated setésrof operations, the consolidated statemertasif flows, and the consolidated
condensed statements of comprehensive income ¢brafahe three month periods ended March 31, 20072006, and the consolidated
statement of changes in stockholders’ equity ferttivee month period ended March 31, 2007. Thasdnmfinancial statements are the
responsibility of the Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaBlaUnited States). A
review of interim financial information consistsanmipally of applying analytical procedures and imgkinquiries of persons responsible for
financial and accounting matters. It is substalytialss in scope than an audit conducted in acomelavith the standards of the Public
Company Accounting Oversight Board (United Staté®,0objective of which is the expression of amapi regarding the financial
statements taken as a whole. Accordingly, we deRrptess such an opinion.

Based on our review, we are not aware of any naterbdifications that should be made to the accowipg consolidated interim
financial statements for them to be in conformityhwaccounting principles generally accepted inlinited States of America.

We have previously audited, in accordance withstaedards of the Public Company Accounting Ovetdigtard (United States), the
consolidated balance sheet as of December 31, 20dahe related consolidated statements of opesgtof comprehensive income, of
changes in stockholders’ equity, and of cash fltlawdhe year then ended, management’s assessmtd effectiveness of the Company’s
internal control over financial reporting as of Batber 31, 2006 and the effectiveness of the Conipamtgrnal control over financial
reporting as of December 31, 2006; and in our fegeted February 28, 2007, we expressed unquabfiaons thereon. The consolidated
financial statements and management’s assessmtrd effectiveness of internal control over finahceporting referred to above are not
presented herein. In our opinion, the informatienferth in the accompanying consolidated balamestas of December 31, 2006, is fairly
stated in all material respects in relation todbesolidated balance sheet from which it has beeivet.

PricewaterhouseCoopers LL
New York, New York
May 2, 2007
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MASTERCARD INCORPORATED
FORM 10-Q
PART Il—OTHER INFORMATION

ltem 1. Legal Proceeding:
Refer to Note 10 to the Consolidated Financiale®tants included herein.

Item 1A.  Risk Factors
For a discussion of the Company’s risk factors,teeeCompany’s Annual Report on Form 10-K for tkaryended December 31, 2006.

ltem 6. Exhibits
Refer to the Exhibit Index included herein.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

Date: May 2, 2007 MASTERCARD INCORPORATED
(Registran
Date: May 2, 2007 By: /s/ ROBERTW. SELANDER

Robert W. Selander
President and Chief Executive Officer
(Principal Executive Officer)

Date: May 2, 2007 By: /sl CHRISA. M cW ILTON
Chris A. McWilton
Chief Financial Officer
(Principal Financial Officer)

Date: May 2, 2007 By: /sl TArRA A. M AGUIRE
Tara A. Maguire
Corporate Controller
(Principal Accounting Officer)
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Exhibit
Number

10.1

31.1

31.2

32.1

32.2

EXHIBIT INDEX

Exhibit Description

Form of MasterCard Incorporated Long Term IncenBen Non-Competition and Non-Solicitation Agreeitrien named
executive officers

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

Certification of Chris A. McWilton, Chief Financi@®fficer, pursuant to Rule 13a-14(a)/ 15d-14(a)@spted pursuant to
Section 302 of the Sarbar-Oxley Act of 2002

Certification of Robert W. Selander, President @hief Executive Officer, pursuant to 18 U.S.C. 88ti350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

Certification of Chris A. McWilton, Chief Financi@®fficer, pursuant to 18 U.S.C. Section 1350, aspéetl pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
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MASTERCARD INCORPORATED LONG TERM INCENTIVE PLAN
NON-COMPETITION AND NON-SOLICITATION AGREEMENT

1. NonCompetition. In consideration of the Company’s exercise ofliseretion to designate me as eligible to paréitagn the
MasterCard Incorporated 2006 Long Term IncentivanRtLTIP”), as such plan, from time to time, may be amendedrarinated, for awarc
under the LTIP made on or after March 1, 2007 (“fAded), | hereby agree that for a period of one yfellowing the termination of my
employment for any reason, | will not directly adirectly for myself or any third party, engagestigdpate or invest in, own or become
employed by or render (whether or not for compéosatiny consulting, advisory or other servicesitéor the benefit of any business or
activity that is directly or indirectly in competin with any business or activity engaged in by@uwnpany or an Affiliated Employer, as st
terms are defined in the LTIP, or to my knowledgééing contemplated by the Company or an Affiideenployer, without regard to
geographic limitation. This prohibition includesjtbs not limited to my becoming employed by, aredtly or indirectly performing services
for the following, including their subsidiariesfilifites, and successors: (i) VISA USA, VISA Intational, American Express, JCB, Discoy
Diners Club, or Carte Blanche; (ii) any paymentdausiness or processor; (iii) any company or ogimity that holds a seat on the Board of
Directors of VISA USA or VISA International; or (lany company or other entity that is a party twand dedication agreement (the term of
which is two years or more) with VISA USA, VISA bBrnational or American Express and whose VISA orfioan Express branded
volume, as of the date of the termination of my kEmyment, is equal to or greater than 66% of thaltevlume generated by cards issued by
such company. Notwithstanding the foregoing, ilshat be a violation of this Agreement for me tavie beneficial ownership of less than
of the outstanding amount of any class of secsritfeany enterprise (but without otherwise parttipg in the activities of such enterprise) if
such securities are listed on a national secuiitiehange or quoted on an inter-dealer quotatistery. | further agree that, if | am otherwise
eligible to “retire,” as such term is defined iretMasterCard Accumulation Plan, regardless of wérdthm a participant in such plan at the
time of my termination of employment, | will notgage in any competitive activity as described ia gfaragraph for the total cumulative
period beginning with the date of the terminatiémy employment and ending on the latest date oielwéin unvested Award previously
granted to me under the LTIP shall vest (the “Cuativé Awards Vesting Period”).

2. NonSaolicitation. During the term of my employment and for a peidddne year following the termination of my empiognt for
any reason, or if | am otherwise eligible to “refiras such term is defined in the MasterCard Aadation Plan, regardless of whether | am a
participant in such plan at the time of my termio



of employment, for the Cumulative Awards Vestingi®#, as applicable, | will not, nor will | assishy other person to, directly or indirectly,
(a) solicit, induce, recruit or encourage any o#traployee, agent, consultant or representativeaed the service of the Company or an
Affiliated Employer for any reason, or (b) induagyacustomer, supplier or other person with whomGbenpany or an Affiliated Employer is
engaged in business, or to my knowledge, is planaimroposing to engage in business, to termiaaygecommercial relationship with the
Company or an Affiliated Employer or cease to atcefssue their products.

3. Enforcement to the Maximum Extent Permitted bwl | acknowledge and agree that the service | ppotadhe Company or an
Affiliated Employer, as applicable, is a signifitdactor in the creation of valuable, special andjue assets which provide the Company or
an Affiliated Employer, as applicable, with a conifdee advantage. | further acknowledge and agne¢ the non-competition and non-
solicitation period set forth in this agreemenhignded to limit competition and solicitation byerto the maximum extent permitted by lav
it shall be finally determined by any court of cagtgnt jurisdiction ruling on this agreement that sicope or duration of any limitation
contained in this agreement is too extensive tiegally enforceable, then | hereby agree that theigions hereof shall be construed to be
confined to such scope or duration (not greater that provided for herein) as shall be legallyoecéable, and | hereby consent to the
enforcement of such limitation as so modified.

4. Irreparable Harml acknowledge and agree that any violation byofritae provisions of this agreement would caus®ssrand
irreparable damage to the Company or an Affilidgedployer. | further acknowledge and agree thatigthihnot be possible to measure such
damage in money. Accordingly, | agree that, inghent of a breach or threatened breach by me qdrthasions of this agreement, the
Company or an Affiliated Employer may seek, in éiddito any other rights or remedies, including eyprdamages, an injunction or
restraining order, without the need to post anydboanother security, prohibiting me from doing ontinuing to do any acts constituting such
breach or threatened breach.

5. Forfeiture of Right to Exercise Vested Optioh@cknowledge and agree that if | terminate eymplent holding vested option
Awards, and | violate any provision of this agreemée addition to any other remedy available ® @ompany or an Affiliated Employer, r
right to exercise those vested option Awards, shathinate immediately upon violation of this agnemt.
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6. Forfeiture of Unvested Awardd acknowledge and agree that if | am otherwisgilde to “retire,” as such term is defined in the
MasterCard Accumulation Plan, regardless of wheltlaen a participant in such plan at the time ofteynination of employment and |
violate any provision of this agreement, in additio any other remedy available to the Companynokféiliated Employer, including that in
paragraph 5 above, | shall forfeit any unvested isgreviously granted to me under the LTIP whictthe absence of such violation, wol
have continued to vest as a result of my retirereigible status.

7. Loss of Other Benefits Under the LTIPacknowledge and agree, that if | violate angvision of this agreement, in addition to any
other remedy available to the Company or an AféiiaEmployer, including that in paragraphs 5 amdbéve, | shall lose such other benefits
under the LTIP that the agreement documenting aardwinder the LTIP specifies shall be lost on Viotaof the agreement.

8. Required Certificationsl acknowledge and agree that | will be requiedxecute Certifications of Non-Competition and Non
Solicitation, at such times as required by the Camypin the form attached, as a condition of: (§) mght to exercise any vested option
Awards | may hold at the completion of the one-ygeniod; (ii) my vesting in any unvested Awardsyoesly granted to me under the LTIP
which otherwise would continue to vest as a resfuthy retirement eligible status; and/or (iii) trexeipt of any other benefit under the LTIP
that the agreement documenting an Award under THE kpecifies will be lost in the event of a viatet of this agreement.

9. Discretionary Nature of LTIPI acknowledge and agree that my eligibility totdpate in the LTIP and my receipt of an Award
under the LTIP in the year this agreement is sigorad any subsequent year, does not guaranteaitasefparticipation in the LTIP or my
receipt of any future Awards under the LTIP.

Accepted and Agree:

Employee Signatur

Print Name

Date Signec



MasterCard International

2000 Purchase Street
Purchase, NY 10577-2509

Attn: Compensation Department

Certification of Non-Competition and Non-Solicitation

1. | certify that during the one-year period foliog the termination of my employment, or if | anmetwise eligible to “retire” as such
term is defined in the MasterCard Accumulation Ptagardless of whether | am a participant in quieh at the time of my termination of
employment, during the LTIP Award vesting periodttts currently ending, as applicable, | have nieally or indirectly for myself or any
third party, engaged, participated or investeawned or become employed by or rendered (whetheotfor compensation) any consulting,
advisory or other services to or for the benefiaiy business or activity that was directly or redily in competition with any business or
activity engaged in by the Company or an Affiliateehployer, as such terms are defined in the LTiRo any knowledge was being
contemplated by the Company or an Affiliated Emplgwvithout regard to geographic limitation, indlugl but not limited to employment by,
or direct or indirect performance of services fo following, including their subsidiaries, affiiés, and successors: (i) VISA USA, VISA
International, American Express, JCB, Discover,ddinClub, or Carte Blanche; (ii) any payment carsifiess or processor; (iii) any compi
or other entity that held, during such period, @ @& the Board of Directors of VISA USA or VISAtémnational; or (iv) any company or
other entity that was a party to a brand dedicadigreement (the term of which was two years or jneith VISA USA, VISA International
or American Express and whose VISA or American EsprBranded Volume, as of the date of the ternanatf my employment, was equal
to or greater than 66% of the total volume gendrhiecards issued by such company.

2. Further, | certify that during the term of my @oyment and for a period of one year following teemination of my employment, or
if | am otherwise eligible to “retire” as such tersndefined in the MasterCard Accumulation Plagareless of whether | am a participant in
such plan at the time of my termination of employptmeuring the LTIP Award vesting period that igremtly ending, as applicable, | did not,
nor did | assist any other person to, directlynaliectly, (a) solicit, induce, recruit or encoueaany other employee, agent, consultant or
representative to leave the service of the Compamy Affiliated Employer for any reason, or (bjlite any customer, supplier or other
person with whom the Company or an Affiliated Enyglowas engaged in business, or to my knowledge pleanning or proposing to engge
in business, to terminate any commercial relatignslith the Company or an Affiliated Employer orase to accept or issue their products.

(Signed) (Date)

(Print Name)



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. I have reviewed this Quarterly Report on ForrQL6f MasterCard Incorporated;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period

covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure 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 consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assurargading the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control
over financial reporting; an

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s

internal control over financial reportin

Date: May 2, 200

By: /s/ Robert W. Seland:

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. I have reviewed this Quarterly Report on ForrQL6f MasterCard Incorporated;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period

covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure 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 consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assurargading the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the tegid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control
over financial reporting; an

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s

internal control over financial reportin

Date: May 2, 200

By: /s/ Chris A. McWilton
Chris A. McWilton
Chief Financial Officel




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 Quarterly Report of MastexCkncorporated (the “Company”) on Form 10-Q foe fferiod ending March 31, 2007 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Robert W. &édler, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to section 9@&dbarbanes-Oxley Act of 2002, that to the bEstyoknowledge:

1. The Report fully complies with the requiremeaftsection 13 (a) or 15 (d) of the Securities Exgf@Act of 1934; and
2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/s/ Robert W. Seland:
Robert W. Selande
President and Chief Executive Offic

May 2, 2007



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 Quarterly Report of MastexCkncorporated (the “Company”) on Form 10-Q foe fferiod ending March 31, 2007 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), I, Chris A. McWit, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to section 9@&dbarbanes-Oxley Act of 2002, that to the bEstyoknowledge:

1. The Report fully complies with the requiremeaftsection 13 (a) or 15 (d) of the Securities Exgf@Act of 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/sl Chris A. McWilton
Chris A. McWilton
Chief Financial Officel

May 2, 2007



