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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 September 30, 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 chaetr)

Delaware 13-4172551

(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification Number)

2000 Purchase Stree
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 filerlx] Accelerated filer (I Non-accelerated filer]
Indicate by check mark whether the registrantshell company (as defined by Rule 12b-2 of the Actes O No

As of October 25, 2007, there were 84,010,865 shautstanding of the registrant’s Class A commonlstpar value $.0001 per share,
47,731,936 shares outstanding of the registranis<CB common stock, par value $.0001 per shate1#64 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 actatedidepreciation of $248,948 and $220,7
Deferred income taxe
Goodwill
Other intangible assets (less accumulated amadizaft $340,376 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 settlement— current (Notes 9 and 1.

Accrued expense
Shor-term debr
Deferred income taxe
Other current liabilitie:
Total Current Liabilities
Deferred income taxe
Obligations under U.S. merchant lawsuit and othigiakion settlements (Notes 9 and :
Long-term debt
Other liabilities
Total Liabilities
Commitments and Contingencies (Notes 12 and 1
Minority interest
Stockholders Equity

Class A common stock, $.0001 par value; author&660,000,000 shares, 84,833,813 and 79,631,983

shares issued, respectivi

Class B common stock, $.0001 par value; authoriz2@0,000,000 shares, 50,341,491 and 55,337,40

shares issued and outstanding, respect

September 30
2007

December 31,
2006

(In thousands, except share data)

Class M common stock, $.0001 par value, authoriz8@0,000 shares, 1,636 and 1,600 shares issued and

outstanding, respective
Additional paic-in capital
Class A treasury stock, at cost, 2,006,300 sharésa shares, respective
Accumulated defici
Accumulated other comprehensive income, net of
Cumulative foreign currency translation adjustme
Defined benefit pension and other postretiremesmts
Investment securities availa-for-sale
Derivatives accounted for as hed

Total accumulated other comprehensive income, fn@ixc
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

$1687,42 $ 1,185,08
5,03¢ 12,26
1,585,33; 1,286,58
536,40 451,26
343,59 311,95!
126,69 109,89°
167,36: 130,84
29,48: 89,34
4,481,33 3,577,22!
280,37 252,73:
290,14 216,78:
233,07 217,01
303,91 271,37:
192,48 193,47
264,66 235,65«
88,99 118,21
$6,134,98  $ 508247
$ 24627 $ 278,65¢
287,92 286,05
126,69 109,89
107,23 117,27
968,85! 936,42
80,00( —
60,48t —
119,26 83,27¢
1,996,74 1,811,509
69,88t 66,19¢
387,40: 359,64(
149,74 229,66
353,86: 246,39!
2,957,64. 2,713,49.
4,62 4,62(
9 8
5 6
3,261,52! 3,289,87
(277,169 —
(226,369 (1,029,19)
191,51 119,65t
(9,675) (11,40
234,89 (3,065)
(2,025) (1,526)
414,70° 103,66
3,172,71 2,364,35!
$6,134,98  $ 5,082,47

The accompanying notes are an integral part oktheasolidated financial statements.
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MASTERCARD INCORPORATED
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues, ne
Operating Expenses
General and administratiy
Advertising and market developme
Litigation settlement
Charitable contributions to the MasterCard Fourude
Depreciation and amortizatic

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):

(UNAUDITED)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2007

2006

2007

2006

(In thousands, except per share data)

$1,082,851 $901,96¢ $2,994,91; $2,486,91
432,84 392,88. 1,262,83  1,105,88
264,421 209,18 711,128 698,93

— — 3,40( 23,25(
10,00( — 10,00¢ 400,28t
2227:  2513¢ 71,49 75,05:
72954  627,20¢ 2,058,851  2,303,40.
353,30. 274,76 936,05t 183,50
146,32; 34,39t 219,03¢ 84,08¢
(16,439 (16,757 (41,969  (43,46%)

(879) (292) 91,26¢ 302
129,00  17,34¢ 268,34( 40,927
482,30 292,10¢  1,204,39 224,43
167,84¢  99,10¢ 422,74 215,14¢
$ 314,46. $193,00: $ 78165 $  9,28¢
$ 232 $ 14 $ 57¢ $ .07
135,35 135,68 135,68 135,31
$ 231 $ 14 $ 57 $ .07
136,22¢ 136,13 136,50: 135,51

The accompanying notes are an integral part oktheasolidated financial statements.
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MASTERCARD INCORPORATED
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Operating Activities
Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation and amortizatic
Gain on sale of Redecard S.A. availi-for-sale securitie
Charitable contribution of common stock to the MaSard Foundatio
Share based paymel
Deferred income taxe
Taxes related to share based paym
Excess tax benefit on share based payrr
Accretion of imputed interest on litigation settlent
Other
Changes in operating assets and liabilit
Trading securitie
Accounts receivabl
Settlement due from membe
Prepaid expenst
Other current asse
Prepaid expenses, Ic-term
Litigation settlement accrua
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 provided by (used in) investing activi
Financing Activities
Cash received from sale of common stock, net ofisse cost
Cash payment for redemption of common st
Dividends paic
Cash proceeds from exercise of stock opt
Excess tax benefit on share based payrr
Purchase of treasury sto
Net cash (used in) provided by financing activi
Effect of exchange rate changes on cash and casvaénts
Net increase in cash and cash equival
Cash and cash equivale— beginning of perioc
Cash and cash equivale— end of perioc

Nine Months
Ended September 30,
2007 2006
(In thousands)
$ 781,65: $ 9,28¢
71,49( 75,05:
(107,045 —
— 394,78!
35,90¢ 13,37:
(8,170) 18,96
(11,199 =
(7,59¢) —
28,24¢ 31,771
8,85¢ 7,44(C
7,22 3,81¢
(68,65%) (90,419
(9,499 (10,589
(32,65)) 18,14¢
(1,375 9,50¢
(19,357) (4,259
(10,525) (72,090)
(36,109 5,69t
(18,039 13,89(
72,64« 1,02¢
41,85: 21,38¢
717,66. 446,78:
(59,339 (38,599
(52,327) (24,339
(2,749,41)  (2,525,68)
2,928,34. 2,349,97:
8,551 (881)
75,81¢ (239,527
— 2,449,911
— (1,799,93)
(53,80¢) —
1,08: —
7,59¢ —
(277,16 -
(322,28%) 649,97
31,14¢ 18,63:
502,34: 875,86t
1,185,08! 545,27:
$1,687,42  $1,421,13!

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 Treasury
Total Deficit Net of Tax Class A Class B Capital Stock
(In thousands)

Balance at January 1, 2007 $2,364,35¢ $(1,029,19) $ 10366 $ 8 $ 6 $3,289,87 $ —
Net income 781,65: 781,65: — — — — —
Other comprehensive income, net of 311,04! — 311,04! — — — —
Adoption of new tax accounting standard

(Note 13) 21,17¢ 21,17¢ — — — — —
Cash dividends declared on Class A and
Class B common stock, $.45 per sh (61,74 — — — — (61,747 —
Share based compensat 35,90¢ — — — — 35,90¢ —
Tax withholding net of tax benefit for shar
based compensatic (3,59 — — — — (3,59%) —
Purchases of treasury stc (277,16¢) — — — — — (277,169
Conversion of Class B to Class A commo
stock — — — 1 @ — —
Cash proceeds from exercise of stock op! 1,08: — — — — 1,08: —
Balance at September 30, 20C $3,172,71: $ (226,369 $ 414700 $ 9 $ 5 $3,261,528 $(277,16)
MASTERCARD INCORPORATED
CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)
Three Months Nine Months
Ended September 30, Ended September 30,
2007 2006 2007 2006
(In thousands)

Net Income $314,46. $193,00:0 $ 781,65: $ 9,28¢

Other comprehensive incorr
Foreign currency translation adjustme 46,99¢ 8,711 71,857 45,18¢
Defined benefit pension and postretirement plaasphtax 4 — 1,725 —
Unrealized gain (loss) and reclassification adjestiror realized (gain) loss on

investment securities availa-for-sale, net of ta 240,86 4,95¢ 237,96( 663
Change in fair value of derivatives accounted ®hadges, net of te 48¢ 2,10¢ (499 (1,297)
Other comprehensive income, net of 288,35: 15,77¢ 311,04! 44 ,56(

Comprehensive Income $602,81: $208,78: $1,092,69i $53,84¢

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 consolidatedididsges (“MasterCard” or the “Company”), includiritg principal
operating subsidiary, MasterCard International fpooated (doing business as MasterCard WorldwithaigterCard International”), and
MasterCard Europe sprl (“MasterCard Europefpvide transaction processing and related sert@eastomers principally in support of th
credit, debit, electronic cash and Automated Tdéllachine (“ATM”) payment card programs and traveleneque programs.

Consolidation and basis of presentationThe consolidated financial statements includestteounts of MasterCard and its majority-
owned and controlled entities, including the Conmy@mariable interest entity. The Company’s var@lmiterest entity was established for the
purpose of constructing the Company’s global tetdmgoand operations center; it is not an operagintity and has no employees.
Intercompany transactions and balances are eliedrniatconsolidation. The Company follows accountinigciples generally accepted in the
United States of America.

The balance sheet as of December 31, 2006 wasddrivm the audited consolidated financial statemas of December 31, 2006.
Amounts previously reported within Accumulated QtG@emprehensive Income as of December 31, 2006 beee adjusted to reflect a
revision of $22,804 to increase cumulative foreigmrency translation adjustments with a correspundiecrease in defined benefit pension
and other postretirement plans. The revision hainpact on total accumulated other comprehensigente, net of tax. The consolidated
financial statements for the three and nine moatftied September 30, 2007 and 2006 and as of Segt@MP2007 are unaudited, and, in the
opinion of management, include all normal recurid@djustments that are necessary to present faelyesults for interim periods. Due to
seasonal fluctuations and other factors, the resfilbperations for the three and nine months eSdgdember 30, 2007 are not necessarily
indicative of the results to be expected for tHeyfear.

The accompanying unaudited consolidated finant@#ésments are presented in accordance with theS¢&urities and Exchange
Commission requirements of Quarterly Reports om+bd0-Q and, consequently, do not include all ofdiselosures required by accounting
principles generally accepted in the United Stafesmerica. Reference should be made to the Master@corporated Annual Report on
Form 10-K for the year ended December 31, 200@daiitional disclosures, including a summary of@mmpany’s significant accounting
policies.

Recent Accounting Pronouncementdn February 2007, the Financial Accounting Staddd@oard (“FASB”) issued Statement of
Financial Accounting Standards No. 159, “The Faaflé Option for Financial Assets and Financial Liabs — Including an Amendment of
SFAS 115" (“SFAS 159"). SFAS 159 allows entitiesctioose to measure many financial instruments artdio other items at fair value. In
addition, SFAS 159 includes an amendment to SFAS “Bccounting for Certain Investments in Debt dqlity Securities”, and applies to
all entities with available-for-sale and tradingweties. SFAS 159 is effective for the Company ocmencing in 2008. The Company is in the
process of evaluating the impact that SFAS 159hille on its financial 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
September 30,

Nine Months Ended
September 30,

2007 2006

$781,65: $ 9,28¢

135,68 135,31
81t 19¢

136,50: 135,51:

$ 576 % .07

2007 2006
Numerator:
Net income $314,46. $193,00:
Denominator:
Basic EPS weighte-average shares outstand 135,35° 135,68«
Dilutive stock options and restricted stock ul 871 45C
Diluted EPS weighte-average shares outstand 136,22¢ 136,13«
Earnings per Share:
Basic $ 232 $ 14Z
Diluted $ 231 $ 14z

$ 57 % .07

The calculation of diluted earnings per share ed@ibapproximately 185 stock options for the ninenthe ended September 30, 2007

because the effect would be antidilutive. All stegkions and restricted stock units were dilutioethe three months
2007 and the three and nine months ended Sept&3@p26006.

ended September 30,

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, par
value $.0001 per share (the “Class B common sto&si)each share of Class A redeemable common shatkhey held prior to the
reclassification and a single share of our Claslimon stock, par value $.0001 per share. Accolylishares and per share data were
retroactively restated in the financial statementssequent to the reclassification to reflect dwassification as if it were effective at the star

of the first period being presented in the finahstatements.

Note 3. Non-Cash Financing Activities

Nine Months Ended

September 30,

2007 2006
Shares donated to the MasterCard Found: $ — $394,78!
Conversion of cas-based to sto-based compensatic — 51,20¢
Dividends declared but not yet p: 20,323 12,147
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)
Note 4. Prepaid Expenses
Prepaid expenses consist of the following:

September 3C December 31
2007 2006

Customer and merchant incenti $ 344,26° $ 293,28¢
Advertising and market developme 43,28¢ 33,32
Other 44,47¢ 39,89
Total prepaid expensi 432,03( 366,50:
Prepaid expenses, curre (167,367 (130,849
Prepaid expenses, Ic-term $ 264,66 $ 235,65¢

Prepaid customer and merchant incentives repr@semients made to customers and merchants undereksasagreements in order to
encourage loyalty to the MasterCard brand, increakenes and promote acceptance. These prepayarentecorded as contra-revenue over
the term of the business agreement or in the s@meddthat the customer or merchant achieves tiferpeance hurdles specified in the
business agreement.

Note 5. Accrued Expenses
Accrued expenses consist of the following:

September 3C December 31
2007 2006
Customer and merchant incenti\ $ 425,63t $ 386,58
Personnel cosi 218,19 248,26:
Advertising and market developme 145,64t 141,86«
Taxes 102,75¢ 83,50¢
Other 76,62 76,21(
$ 968,85! $ 936,42

Note 6. 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 thesarPlan 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 awmare expected to reduce the benefit obligatidheoPension Plan measured as of
December 31, 2006 by approximately $13,300, or Th&. Company has determined that the reductionarbémefit 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 cerkaiyn 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 Nine Months

Ended September 30, Ended September 30,

2007 2006 2007 2006
Service cos $ 4,717 $ 4,64¢ $ 14,15( $ 13,94¢
Interest cos 3,04¢ 2,71¢ 9,14: 8,152
Expected return on plan ass (4,097 (3,830 (12,275 (11,490
Amortization of prior service crec (58) (57) (172 (15%)
Recognized actuarial lo: — 29¢ — 89¢
Net periodic pension co $ 3,61¢ $ 3,78¢ $ 10,84¢ $ 11,35¢
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

For the three and nine months ended Septembei0B@, $58 and $172 of prior service credit was aimedtfrom accumulated other
comprehensive income into net periodic pension, cespectively.

The funded status of the Pension Plan exceeds mmifanding requirements. No voluntary contributiovere made during the three
and nine months ended September 30, 2007 and 2006.

Note 7. Postretirement Health and Life Insurance Beefits

The Company maintains a postretirement plan (thestiiétirement Plan”) providing health coverage Bfiednsurance benefits for
substantially all of its U.S. employees and resirééet periodic postretirement benefit cost iscdigivs:

Three Months Ended Nine Months Ended
September 30, September 30,

2007 2006 2007 2006
Service cos $ 58 $ 791 $1,766 $2,37¢
Interest cos 84¢ 90¢€ 2,54 2,71¢
Amortization of prior service co — 17 — 51
Amortization of transition obligatio 54 14& 16C 43t
Recognized actuarial lo: — 53 — 15¢
Net periodic postretirement benefit ¢ $149C $ 191z $447C $5,73¢

For the three and nine months ended Septembei08@, $54 and $160, respectively, of transitiongadtion was amortized from
accumulated other comprehensive income into nébglierpostretirement benefit cost. In addition, @@mpany amended the life insurance
benefits under the Postretirement Plan effectiveidey 1, 2007. The impact, net of taxes, of thigmdment was an increase of $1,715 to
accumulated other comprehensive income in the mimeths ended September 30, 2007.

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

Note 8. Credit Facility

On April 27, 2007, the Company extended its comeditinsecured $2,500,000 revolving credit facifibhe(“Credit Facility”) for one
year. The new expiration date of the Credit FacistApril 27, 2010. Except for the maturity extans the original terms and conditions
the credit facility remain unchanged. MasterCard wacompliance with the covenants of the Creddilifg as of September 30, 2007. There
were no borrowings under the Credit Facility att8egber 30, 2007 or December 31, 2006. The majofityredit Facility lenders are
customers or affiliates of customers of MasterGaternational.
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

Note 9. U.S. Merchant Lawsuit and Other LitigationSettlements

In 2003, MasterCard settled the U.S. merchant lawiescribed under the caption “U.S. Merchant and<timer Litigationstn Note 14
below and contract disputes with certain custont@rsJune 4, 2003, MasterCard International anachiifes in the U.S. merchant lawsuit
signed a settlement agreement (the “Settlementehgeat”) which required the Company to pay $125;6@003 and $100,000 annually
each December from 2004 through 2012. In additim@003, several other lawsuits were initiated rechants who opted not to participate
in the plaintiff class in the U.S. merchant lawstitte “opt-out” merchant lawsuits were not covelogdhe terms of the Settlement Agreement
and all have been individually settled. As mordyfdlescribed in Note 14 below, MasterCard is alpady to a number of currency
conversion litigations. In connection with the kettent of certain other litigations disclosed int&lé4, MasterCard recorded reserves of
$3,400 and made payments of $13,925 during themonghs ended September 30, 2007. Total liabilfdeshe U.S. merchant lawsuit and
other litigation settlements changed from Decen®ier2006 as follows:

Balance as of January 1, 2C $476,91!
Provision for litigation settlements (Note 1 3,40(
Interest accretion on U.S. merchant law 28,24¢
Payment: (13,929
Balance as of September 30, 2( $494,63¢

Note 10. Share Based Payment and Other Benefits

On March 1, 2007, the Company granted approxima&&lyperformance units, 330 stock options and &#ticeed stock units under the
MasterCard Incorporated 2006 Long-Term IncentivanRtLTIP"). The fair value of each of the perfornta units and restricted stock units,
based on the closing price on the New York Stocgharge on the date of grant, was $106.29. Thevéhiie of the stock options estimated
the date of grant using a Black-Scholes optionipgicnodel was $39.67. The performance units antdictes] stock units will primarily vest
on or about February 28, 2010. The stock optioss ragably over four years and expire ten yeans fitwe date of grant. Compensation
expense is recorded net of estimated forfeitures the shorter of the vesting period or the dagerdividual award recipient becomes
eligible to retire under the LTIP. The Company uesstraight-line method of attribution for expgsequity awards. With regard to the
performance units, the ultimate number of shardxetreceived by the employee upon vesting will dieined by the Company’s
performance against predetermined net income antchren equity goals for the thrgear period commencing January 1, 2007. Estimai
adjusted as appropriate.

Note 11. Stockholders’ Equity

At the annual meeting of stockholders of the ComypamJune 7, 2007, the Company’s stockholders agpgramendments to the
Companys certificate of incorporation designed to faciétan accelerated, orderly conversion of ClassrBngon stock into Class A comm
stock, par value $.0001 per share (the “Class A@omStock”), for subsequent sale. Through “coneersiansactions,” in amounts and at
times designated by the Company, current holdeshafes of Class B common stock who elect to ppatie will be eligible to convert their
shares, on a one-for-one basis, into shares ot @a®ommon stock for subsequent sale or transfpulbdic investors, within a 30 day
“transitory” ownership period. Holders of Class @mmon stock are not allowed to participate in aote\of holders of Class A common
stock during this “transitory” ownership period.erhumber of shares of Class B common stock eliddsleonversion transactions is limited
to an annual aggregate number of up to 10% ofata ¢ombined outstanding shares of Class A comstaek and Class B common stock,
based upon the total number of shares outstanding Becember 31 of the prior calendar year. Iritaud prior to May 31, 2010, a
conversion transaction will not be permitted that @ause shares of Class B common stock to reptdsss than 15% of total outstanding
shares of Class A common stock and Class B commock sutstanding.

The Company implemented its first conversion prograllowing for conversion transactions of up to40® shares of Class B common
stock into Class A common stock and subsequentageblic investors, in an initial conversion wawvd with elections from August 4, 2007
to October 5, 2007. As of September 30, 2007, agpymiately 4,996 shares of Class B common stock legah lsonverted into Class A comn
stock in such program.
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

Subsequent to September 30, 2007, an addition@83Bares of Class B common stock were converteddlass A common stock, for
a total of 7,604 shares converted during the irstiare conversion program. In October 2007, thea@amy’s Board of Directors approved a
second conversion program for 2007, allowing far ¢bnversion of up to 5,796 shares of Class B comstmck into Class A common stock
with elections beginning November 17, 2007 and mgdio later than December 14, 2007.

In April 2007, the Companyg’Board of Directors authorized a plan for the Canypto repurchase up to $500,000 of its Class Angon
stock in open market transactions during 2007. #8September 30, 2007, approximately 2,006 shar€dasdfs A common stock had been
repurchased at a cost of $277,164. The Companydetloe repurchase of shares of common stock aibessed on the settlement date of the
transaction. These shares are classified as tseamak, which is a reduction to stockholders’ égulreasury shares are included in
authorized and issued shares but excluded frontamdlisig shares.

Subsequent to September 30, 2007, the Companyctegsed an additional 1,426 shares of its Classnnoon stock at a cost of
$222,836, completing the initial $500,000 repurehglan. On October 29, 2007, the Company’s Boaifdigctors amended the share
repurchase plan to authorize the Company to repsechn incremental $750,000 (aggregate for theeaejpurchase program of $1,250,000)
of its Class A common stock in open market trarisastthrough June 30, 2008.

Note 12. Commitments and Contingent Liabilities

The future minimum payments under non-cancelalalsds for office buildings and equipment, sponspsshicensing and other
agreements at September 30, 2007 were as follows:

Sponsorship

Licensing

Capital Operating and

Total Leases Leases Other
The remainder of 200 $230,14¢ $ 3,28¢ $ 11,00¢ $ 215,85
2008 251,15: 7,01¢ 35,93( 208,20t
2009 152,84 4 ,55¢ 26,38¢ 121,90(
2010 73,19t 1,822 10,80: 60,57
2011 43,12: 1,822 5,82¢ 35,47:
Thereafte 91,93¢ 38,65¢ 25,46 27,81¢
Total $842,39¢  $57,16:  $11541  $ 669,82

Included in the table above are capital leases witfuted interest expense of $11,426 and a neépteslue of minimum lease
payments of $45,736. In addition, at SeptembefB807, $66,927 of the future minimum payments intéide above for leases, sponsorship,
licensing and other agreements was accrued. Cdasedi rental expense for the Company’s office spaxeapproximately $8,974 and
$7,901 for the three months ended September 3@, 200 2006, respectively, and $26,199 and $23,@8thé nine months ended
September 30, 2007 and 2006, respectively. Coragelidease expense for automobiles, computer eguipamd office equipment was
$2,057 and $1,619 for the three months ended Ségted®, 2007 and 2006, respectively, and $5,733b&r&B9 for the nine months ended
September 30, 2007 and 2006, respectively. In iaddithe table above has been adjusted since Dawedith 2006 to remove the commitm
of $180,000 for the sponsorship of the 2010 andt2@brld Cup soccer events. See Note 17 for additioriormation.

MasterCard licenses certain software to its custsniehe license agreements contain guarantees widen the Company indemnifies
licensees from any adverse judgments arising fri@ims of intellectual property infringement by thiparties. The terms of the guarantee:
equal to the terms of the license to which thegteeIThe amount of the guarantees are limited noades, losses, costs, expenses or other
liabilities incurred by the licensee as a resulany intellectual property rights claims. The Compaas historically experienced minimal
intellectual property rights claims relating to thaftware it licenses to its customers and theesfioanagement
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believes the probability of future claims is nedlig. In addition, the Company does not generarifitant revenues from software licenses.
However, if circumstances in the future change Gbepany may need to reassess whether it woul@bessary to assess the fair value of
these guarantees.

Note 13. Income Taxes

Effective Income Tax Rate

The effective income tax rate was 34.8% and 33.@9thie three months ended September 30, 2007 @€] Bspectively, and 35.1%
and 95.9% for the nine months ended September087, @nd 2006, respectively. The rate for the ninathis ended September 30, 2007
differs significantly from the rate for the nine nibs ended September 30, 2006 primarily due tahiaeitable contribution of $394,785 of
shares of Class A common stock to the MasterCaunthdration (the “Foundation”). Under the terms of ¢eatribution to the Foundation, the
donation was not deductible to MasterCard for tasppses.

For the three months ended September 30, 2007 cethfmthe same period in 2006, the change inffeetare income tax rate
primarily relates to a net increase for the accaiihcome tax liabilities for uncertain tax poagitis, as required under the recently adopted
FASB issued Interpretation No. 48, “Accounting Edmcertainty in Income Taxes — an InterpretatiofrASB Statement 109” (“FIN 48").
For the nine months ended September 30, 2007 ceapathe same period in 2006, apart from the dmrtton to the Foundation, the char
in the effective income tax rate primarily relateshe effect of a New York state tax law change amet increase in the accrual of income
liabilities for uncertain tax positions. The Newrkdax law change resulted in a reduction in thenany’s state income tax rate.
Accordingly, the Company’s deferred tax assetslatilities at June 30, 2007 were revalued, whigsufted in a one-time increase in income
tax expense of $6,804.

Current Deferred Taxes

The Company has a current deferred tax liabilit$@®,488 as of September 30, 2007 compared torartudeferred tax asset of
$65,241 as of December 31, 2006. Unrealized gaittse three and nine months ended September 3@,fabthe Company’s investment in
Redecard S.A. resulted in a current deferred tbility that exceeded current deferred tax assetd eptember 30, 2007. Additional
information regarding the Company’s investment adBcard S.A. is available in Note 18.

FIN 48

On July 13, 2006, the FASB issued FIN 48. The adopif FIN 48 on January 1, 2007 required the Camyga inventory, evaluate, a
measure all uncertain tax positions taken or ttaken on tax returns, and to record liabilitiestfer amount of such positions that would not
be sustained, or would only partially be sustainguan examination by the relevant taxing authcgitie

At the date of adoption, the Company had unrecaghiax benefits of $109,476. If the unrecognizexbienefits would be recognized,
substantially all amounts would impact the Comparegffective income tax rate offset by related taduttions or tax credits, the tax effects
of which amounted to $48,682, resulting in a netitapact of $60,794. As of December 31, 2006, tbenfany had recorded $56,870 of tax
liabilities under the provisions of the StatemefnfFimancial Accounting Standards No. 5, “Accountfng Contingencies” (“SFAS 5”). As a
result of certain additional liabilities relatedgtate tax positions recorded pursuant to FIN W8 Gompany was required to increase deferred
tax assets by $26,194 to reflect the higher argteigh tax rates at which such assets would reverigure periods. In the event the Company
is able to reduce tax liabilities under FIN 48, tleferred tax assets will be correspondingly reducesulting in a charge to earnings in that
period. Additionally, the Company recorded balasiceet reclassifications to reflect certain lialgiitand related assets on a gross basis, as
well as additional interest reserves. As a redulese adjustments, the impact of the adoptidrlNf48 as of January 1, 2007 was a net
overall decrease to opening accumulated defich2df,175.

For the three months and nine months ended Septe88b2007, increases in unrecognized tax berfefitax positions were partially
offset by the results of a federal income tax aselittement. The net increase was not signifiaatité Company’s consolidated financial
statements. The Company’s unrecognized tax berfefitsncertain tax positions as of September 30724e not expected to change
significantly over the next twelve months.

13



Table of Contents

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

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 enaih the income tax provision. On the date ofptida of FIN 48, the Company had
cumulatively recognized $12,466 of interest, an@82 of potential penalties. For the three and nieaths ended September 30, 2007, there
were no significant changes in interest and pesslti

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 foreggaminations by tax authorities for years befde12

Note 14. 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 unspecdmudages. Therefore, the probability of
loss and an estimation of damages is not possitdsdertain at present. Accordingly, MasterCardnvdestablished reserves for any of these
proceedings other than for the currency converigations and the West Virginia consumer litigatidescribed below. Except for those
matters described below, MasterCard does not leetieat any legal or regulatory proceedings to witicha party would have a material
impact on its results of operations, financial fosj 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. NotwithstargliMasterCard’s belief, in the event it were
found liable in a large class-action lawsuit ortlea basis of a claim entitling the plaintiff tolite damages or under which it was jointly and
severally liable, charges it may be required t@récould be significant and could materially adeexrsely affect its results of operations,
cash flow and financial condition, or, in certaircamstances, even cause MasterCard to become/émoMoreover, an adverse outcome
regulatory proceeding could result in fines andifad to the filing of civil damage claims and pb$sresult in damage awards in amounts
could be significant and could materially and adedr affect the Company’s results of operationshdows 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 Internationalsa/U.S.A., Inc. and Visa
International Corp. in the U.S. District Court tbe Southern District of New York alleging that bhéflasterCard’s and Visa’'s governance
structure and policies violated U.S. federal amsitlaws. First, the DOJ claimed that “dual goveoe—the situation where a financial
institution has a representative on the board refctiors of MasterCard or Visa while a portion eféard portfolio is issued under the brand of
the other association — was anti-competitive anddato limit innovation within the payment card urstry. Second, the DOJ challenged
MasterCard’s Competitive Programs Policy (“CPP")l @anVisa 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 acterestrain competition.

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

On November 26, 2001, the judge issued a finalrjuelg that ordered MasterCard to repeal the CPRanas it applies to issuers and
enjoined MasterCard from enacting or enforcing baylaw, rule, policy or practice that prohibits issuers 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 thaoker 15, 2004 would serve as the effective dateefinal judgment. The final judgment
also provided for a two-year period of rescissights for an issuer to enter into an agreement itterican Express or Discover.
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On September 18, 2003, MasterCard filed a motidarbehe 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 obdleards to MasterCard. Visa implemented
this bylaw provision following the settlement o&th).S. merchant lawsuit described under the hedtliry. Merchant and Consumer
Litigations” below. MasterCard believes that thidaw is punitive and violates the final judgmentli®e DOJ litigation, which enjoins Visa
and MasterCard from enacting, maintaining, or erifiy any bylaw or policy that prohibits issuersnfrissuing general purpose cards or debit
cards in the United States on any other genergigser 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 tha tontinuation of Visa's settlement
service fee after the effective date of the finaigment on October 15, 2004 violated the final judgt. On June 7, 2007, the District Court
judge issued an opinion and order agreeing witlsfieeial mast(s finding that the SSF violated the final judgménthe DOJ litigation. The
Court’s order requires Visa to repeal the SSF dswl@ermits any of Visa’s largest 100 debit isswens entered into an agreement relating to
debit card issuance with Visa while the SSF waddice to terminate its agreement with Visa in otdeznter into an agreement with
MasterCard to issue MasterCard-branded debit canslune 13, 2007, MasterCard and Visa enterechimgreement to extend the statute
of limitations on the time MasterCard has to fiteggntial claims that MasterCard may have againsa Vi connection with the SSF. On
June 29, 2007, Visa filed a notice of appeal whth $econd Circuit. Briefing on Visa’s appeal isestiled be completed by November 21,
2007. Visa filed a motion before the District Coudge requesting a stay of the portion of the fiisCourt’s order that permitted Visa's
largest 100 debit issuers to terminate their defpieements with Visa in order to enter into an epent with MasterCard. The District Court
denied Visa’'s request for a stay.

On October 4, 2004, Discover Financial Services, filed a complaint against MasterCard, Visa U.3n&. and Visa International
Services Association. The complaint was filed i@ thS. District Court for the Southern DistrictNéw York and was designated as a related
case to the DOJ litigation, and was assigned taange judge who issued the DOJ decision describegealn an amended complaint filed
January 7, 2005, Discover alleged that the impleéatmm 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 fipmlgment in the DOJ litigation and enter an ottthat the CPP and Visa's bylaw provision
have injured competition and caused injury to DiszoUnder the doctrine of collateral estoppelparthas the discretion to preclude one or
more issues from being relitigated in a subseqgaetidn but only if (1) those issues are identioabksues actually litigated and determined in
the prior action, (2) proof of those issues wereassary to reach the prior judgment, and (3) thiy 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 elemenplaintiff's claims would be established, tHaranaking 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 #st, 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 movedbtoigls Discoves amended complaint
its entirety for failure to state a claim. On Apt#, 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 indicdtthat Discover may refile a motion for
collateral estoppel after discovery. On October2B85, the District Court granted MasterCard'’s motio dismiss Discover’s Section 2
monopolization and attempted monopolization claagainst MasterCard. On June 7, 2007, Discover &ilesdcond amended complaint that
mirrored the claims in its amended complaint blétdel allegations relating to MasterCard’s Hondr@drds rule as well as Discover’s
Section 2 monopolization and attempted monopobratiaims against MasterCard based upon the cdddisber 24, 2005 ruling. Fact
discovery was completed on May 31, 2007. The pah#s/e agreed, subject to court approval, to adsdbevhereby briefing on dispositive
motions, including collateral estoppel, will be qaleted by April 14, 2008. The trial is schedulecctmnmence on September 9, 2008. At this
time, it is not possible to determine the ultimagsolution of, or estimate the liability related tioe Discover litigation. No provision for loss
has been provided in connection with this matter.
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On November 15, 2004, American Express filed a dampagainst MasterCard, Visa and eight membek&ancluding JPMorgan
Chase & Co., Bank of America Corp., Capital OneaRirial Corp., U.S. Bancorp, Household Internatidnal, Wells Fargo & Co., Providian
Financial Corp. and USAA Federal Savings Bank. 8qgbsntly, USAA Federal Savings Bank, Bank of Ameorp. 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 thelifdgation and was assigned to the same
judge. The complaint alleges that the implementiagiod enforcement of MasterC’s CPP and Visa’s bylaw provision violated Sectidns
and 2 of the Sherman Act in an alleged market éoregal purpose card network services and a maskelebit card network services.
Specifically, American Express claimed that MastedZs CPP unreasonably restrained trade by praingpiinancial institutions who were
members of MasterCard from issuing payment cardb@@merican Express network. American Expreskstreble damages in an amount
to be proved at trial, along with attorneys’ feed @osts. On January 14, 2005, MasterCard filed@omto dismiss the complaint for failure
to state a claim. American Express also requekbigdtie Court apply collateral estoppel with respedts final judgment in the DOJ
litigation. On April 14, 2005, the District Couredied, at this stage in the litigation, AmericarpEess’ request to give collateral estoppel
effect to the findings in the DOJ litigation. Hovesythe Court indicated that American Express nedijera motion for collateral estoppel a
discovery. As with the lawsuit brought by Discoteat is described in the preceding paragraphgifGburt were to give effect to collateral
estoppel on one or more issues in the future, sigificant elements of plaintiff's claims would bstablished, thereby making it more likely
that MasterCard would be found liable and makiregphbssibility of an award of damages that much rfikedy. In the event all issues are
subsequently decided against MasterCard in dispesitotions during the course of the litigationrttieere is the possibility that the sole
issue remaining will be whether a damage awargpsapriate and, if so, what the amount of damabesld be. Fact discovery was
completed on May 31, 2007. The parties have agsesgect to court approval, to a schedule wherelgfibg on dispositive motions,
including collateral estoppel, will be completedAyyril 14, 2008. The trial is scheduled to commeaneSeptember 9, 2008. At this time, it is
not possible to determine the ultimate resolutifronestimate the liability related to, this mattdo provision for losses has been provided in
connection with this matter.

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 alwas brought in the Superior Court of Califorimidebruary
2000, purportedly on behalf of the general pulilital of the Schwartz matter commenced on May 2022and 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 thiegtice is deceptive under California law, and cedethat MasterCard mandate that
members disclose the currency conversion processrttholders in cardholder agreements, applicatguigitations 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 traditiontite@nd claims process in which consumers haveoappately nine months to submit
their claims. The court issued its final judgment@ctober 31, 2003. On December 29, 2003, Mastdr&@apealed the 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 begrpidlly 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, MeSted believes that it is likely to prevail on appdn February 2005, MasterCard filed an
appeal regarding the applicability of Propositiegh which amended sections 17203 and 17204 of thieo@éa Business and Professions
Code, to this action. On September 28, 2005, tpeligie court reversed the trial court, findingtttiee plaintiff lacked standing to pursue the
action in light of Proposition 64. On May 8, 20@7e trial court dismissed the case.
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MasterCard International, Visa U.S.A., Inc., Viséernational 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 Jatlitanel on Multidistrict Litigation, the federedmplaints 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 theoriestitfast 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 frequendyeryi 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 cardholaérso less than 1% of the transaction amount” ‘d@odacilitate and encourage institution
— and collection — of second tier currency conversiarcharges.” The MDL Complaint also assertsttatlleged currency conversion
“fees” have not been disclosed as required by thighTin 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 $18,44 settle the Schwartz matter. On November 8620udge Pauley granted preliminary
approval of the settlement agreements. The settieagreements are subject to final approval by dRiuley, and resolution of all appeals.
The hearing on final approval of the settlemeneagrents has been scheduled for March 31, 2008.dwarber 15, 2006, the plaintiff in o
of the New York state court cases appealed thégrelry approval of the settlement agreement tdit& Court of Appeals for the Second
Circuit. On June 6, 2007, the appellate court gamtasterCard’s motion to defer briefing until mafi settlement is approved in the MDL
action.

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.

Pursuant to Statement of Financial Accounting StathsINo. 5, “Accounting for Contingencies,” litigat settlements were previously
recorded for the amounts noted above. At this titrie,not possible to predict with certainty thémate 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 under U.S. federaltiargi law. Those suits were later
consolidated in the U.S. District Court for the teas District of New York. The plaintiffs claimetdt MasterCard’s “Honor All Cards” rule
(and a similar Visa rule), which required merchami® accept MasterCard cards to accept for payeenly validly presented MasterCard
card, constituted an illegal tying arrangementiolation of Section 1 of the Sherman Act. Plairgtiflaimed that MasterCard and Visa
unlawfully tied acceptance of debit cards to acaepe of credit cards. The plaintiffs also claimieat tMasterCard and Visa conspired to
monopolize what they characterized as the poirgadé-debit card market, thereby suppressing thetgrof regional networks such as ATM
payment systems. On June 4, 2003, MasterCard attenal signed a settlement agreement to settleléts brought by the plaintiffs in this
matter, which the Court approved on December 18320n January 24, 2005, the Second Circuit Cdulippeals issued an order affirming
the District Court’s approval of the settlementesgnent. Accordingly, the settlement is now final.

In addition, individual or multiple complaints hakkeen 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
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fees, have passed these overcharges to consuntkesfarm of higher prices on goods and servicés. d8dasterCard has been successful in
dismissing cases in seventeen of the jurisdictaaneourts have granted MasterCard’s motions toidssfar failure to state a claim or
plaintiffs have voluntarily dismissed their compies. However, there are outstanding cases in NexiddeCalifornia and West Virginia. Tt
parties are awaiting a decision on MasterCard’'sandb dismiss in New Mexico. Limited discoverypsoceeding in the California cases. In
addition, the parties in the California cases arefing the narrow issue of whether as a legal endatte summary judgment ruling in the U.S.
merchant lawsuit could constitute a final judgmemthe merits to which collateral estoppel coulteptally apply. Oral argument on this
issue was heard on October 31, 2007. On March@®,2he West Virginia court stayed discovery pagdiriefing by the parties on the
guestion of whether the state law unfair competitiaims should be dismissed in light of the opisiércom other states dismissing similar
unfair competition claims on standing grounds. Blageon litigation developments and settlement riagohs in that state, and pursuant to
Financial Accounting Standards No. 5, “Accounting €ontingencies,” MasterCard recorded legal resefor the West Virginia consumer
litigation during the second quarter of 2007.

On April 29, 2005, a complaint was filed in Califida state court on behalf of a putative class okcmers under California unfair
competition law (Section 17200) and the Cartwribt. The claims in this action seek to piggybackiom 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 thaefral antitrust laws. See “—Department of Justiettrust Litigation and Related Private
Litigations.” MasterCard and Visa moved to disntles complaint and the court granted the defendamision to dismiss the plaintiffs’
Cartwright Act claims but denied the defendantstiproto dismiss the plaintiffs’ Section 17200 umfe@mpetition claims. MasterCard filed
an answer to the complaint on June 19, 2006 angattes are proceeding with discovery.

At this time, it is not possible to determine theamme of, or, except as indicated above in thetWieginia consumer action, estimate
the liability related to, the remaining consumesemand no provision for losses has been providedrinection with them. The consumer
class actions are not covered by the terms ofdtiement agreement in the U.S. merchant lawsuit.

eFunds Litigation

In December 2003, MasterCard and eFunds Corpor@gdunds”)entered into a Marketing Sales and Services Algafsgreement (th
“Agreement”) whereby the parties agreed to worletbgr to provide debit processing services to fir@nnstitutions. After analysis of the
needs of its customers and its business, on Decel8h2006, MasterCard notified eFunds that, purstaone of the provisions in the
Agreement, it was terminating the Agreement. Oalmut January 30, 2007, eFunds filed a verifiedpaint against MasterCard in Superior
Court for the State of Arizona, alleging that MaS@rd’s termination of the Agreement was improfére complaint asserts several causes of
action including declaratory judgment, breach aftcact, breach of the covenant of good faith amddealing, and fraudulent inducement.
eFunds seeks a declaratory judgment that the Agneeramains in full force and effect, or, in theeahative, monetary damages. MasterCard
moved to dismiss certain of eFunds’ causes of maetia the court heard oral argument on the motiodume 29, 2007. On August 16, 2007,
the court granted parts of MasterCard’s motionisoniss although eFunds’ claim for damages for bredcontract and related causes of
action remain. On September 4, 2007, MasterCandenesl the complaint and filed counterclaims aga#fetnds. eFunds has not served a
response to MasterCard’s counterclaims.

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

Global Interchange Proceedings

Interchange fees represent a sharing of paymeteraysosts among the financial institutions parttipg in a four-party payment card
system such as MasterCagdTypically, interchange fees are paid by the meqtp the issuer in connection with transactirisated with the
payment systers’cards. These fees reimburse the issuer for smpart the costs incurred by it in providing seegowhich are of benefit to :
participants in the system, including acquirers amichants. MasterCard or its members establigfauli interchange fee in certain
circumstances that applies when there is no ottterahange fee arrangement between the issueharatguirer. MasterCard establishes a
variety of interchange rates depending on suchidereions as the location and the type of transacand collects the interchange fee on
behalf of the institutions entitled to receiveridaremits the
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interchange fee to eligible institutions. As delsed more fully below, MasterCard or its membémntrchange fees are subject to regulatol
legal review and/or challenges in a number of dicions. At this time, it is not possible to detéme the ultimate resolution of, or estimate
the liability related to, any of the interchangegeedings described below. No provision for lossesbeen provided in connection with th

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 Internatid@orp. and several member bank:
California alleging, among other things, that MaS#rd’s and Visa's interchange fees contravené&timman 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 ogdenting MasterCard’s motion to dismiss and diseiisthe complaint with prejudice which
plaintiffs have appealed. Oral argument on the apwas held on June 11, 2007. The parties are iagaitdecision.

On June 22, 2005, a purported class action law&stfiled by a group of merchants in the U.S. ist€ourt of Connecticut against
MasterCard International Incorporated, Visa U.SIAc, Visa International Service Association antlanber 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 gjmegified amount, attorneys’ fees and injunctiviefeSince the filing of this complaint,
there have been approximately fifty similar compigi(the majority styled as class actions althcaifgw 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 Yc¢
for coordination of pre-trial proceedings. On A2, 2006, the group of purported class plainfifésl a First Amended Class Action
Complaint. Taken together, the claims in the FAmstended Class Action Complaint and in the compsabrbught on the behalf of the
individual merchants are generally brought undetiSes 1 and 2 of the Sherman Act. Specificallg, ¢omplaints contain some or all of the
following claims: (i) that MasterCard’s and Vis&stting of interchange fees (for both credit arftinef debit transactions) violates Section 1
of the Sherman Act; (ii) that MasterCard and Visadenacted and enforced various rules, includiegb surcharge rule and purported anti-
steering rules, in violation of Section 1 or 2 loé tSherman Act; (iii) that MasterCard’s and Vigalsported bundling of the acceptance of
premium credit cards to standard credit cards dobs$ an unlawful tying arrangement; and (iv) thiztsterCard and Visa have unlawfully
tied and bundled transaction fees. In additiorhtodlaims brought under federal antitrust law, sofrithese complaints contain certain unfair
competition law claims under state law based upersame conduct described above. These interchatajed litigations also seek treble
damages in an unspecified amount (although sewéthé complaints allege that the plaintiffs expibett damages will range in the tens of
billions of dollars), as well as attorneys’ feeslamjunctive relief.

On June 9, 2006, MasterCard answered the compladtnoved to dismiss or, alternatively, moved tikesthe pre-2004 damage
claims that were contained in the First Amended€iaction Complaint and moved to dismiss the Se@ialaims that were brought in the
individual merchant complaints. On September 7,7200agistrate Judge Orenstein issued a reportecmhrmendation that MasterCard’s
motion to dismiss the pr@004 damages claims should be granted in its éntifée time in which plaintiffs can file objectisro this report i
currently running. The parties are awaiting a deni®n MasterCard’s motion to dismiss the Sectiafa#ns. Fact discovery is scheduled to
be completed by June 30, 2008, with briefing oreadispositive motions to be completed by June B092No trial date has been scheduled.
On July 5, 2006, the group of purported class fifésrfiled a supplemental complaint alleging thia¢ IPO and certain purported agreements
entered into between MasterCard and its membendiahinstitutions in connection with the IPO (iphkate Section 7 of the Clayton Act
because their effect allegedly may be to substntéssen competition, (2) violate Section 1 of Bherman Act because they allegedly
constitute an unlawful combination in restraintraide and (3) constitute a fraudulent conveyancause the member banks are allegedly
attempting to release without adequate considerditton the member banks MasterCard’s right to asesmember banks for MasterCard’s
litigation liabilities in these interchange-relat@tyations and in other antitrust litigations mg against it. The plaintiffs seek unspecified
damages and an order reversing and unwinding @e @ September 15, 2006, MasterCard moved to gssali of the claims contained in
the supplemental complaint. The parties are avwgp#idecision.
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European Union In September 2000, the European Commission isst8thtement of Objections” challenging Visa Inggional’s
cross-border default interchange fees under Euro@eanmunity competition rules. On July 24, 2002, Buropean Commission announced
its decision to exempt the Visa interchange feemfthese rules through the end of 2007 based ¢aircehanges 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 Commissioadssibtatement of Objections challenging MasterE€ardpe’s cross-border
default interchange fees. On June 23, 2006, theean Commission issued a supplemental Statem@tijettions covering credit, debit
and commercial card fees. On November 14 and 185,26e European Commission held hearings on MaatdrEurope’s cross-border
default interchange fees. On March 23, 2007, thef@an Commission issued a Letter of Facts, alseraqy credit, debit and commercial
card fees and discussing its views on the impatii@MasterCard initial public offering on the caksterCard Europe responded to the
Statements of Objections and Letter of Facts andienpaesentations on a variety of issues at thertgsar

When the European Commission completes its revieMasterCard Europe’s cros®rder default interchange fees, which could ha
before the end of 2007, it appears likely thatilt issue a prohibition decision ordering Master@€ & change the manner in which it
calculates or cease collecting cross-border defiatgitchange fees. MasterCard Europe would likplyeal such a decision to the European
Court of First Instance and might seek interimafedd prevent the order from becoming effectiveobefthe outcome of the appeal. The
European Commission has informed MasterCard thlies not intend to levy a fine against Master@aeh if it determines that
MasterCard'’s cross-border default interchange vesate European Community competition rules. Bsesa balancing mechanism like
cross-border default interchange fees constitutesaential element of MasterCard Europe’s opersitidmnges to them could significantly
impact MasterCard International’s European custsfraerd MasterCard Europe’s business. In additiaregative decision by the European
Commission could lead to the filing of private aas against MasterCard Europe by merchants andfsueners seeking substantial dame

United Kingdom Office of Fair TradingOn September 25, 2001, the Office of Fair Tradihthe United Kingdom (“OFT") issued a
Rule 14 Notice under the U.K. Competition Act 1@9®illenging the MasterCard default interchange &eksmultilateral service fee
(“MSF"), the fee paid by issuers to acquirers whasustomer uses a MasterCard-branded card in thedKingdom either at an ATM or
over the counter to obtain a cash advance. Untilelder 2004, the interchange fees and MSF werblisstad by MasterCard U.K. Memb:
Forum Limited (“MMF") (formerly MasterCard Europay.K. Ltd.) for domestic credit card transactionghe United Kingdom. The notice
contained preliminary conclusions to the effect tha MasterCard U.K. default interchange feesMSd infringed U.K. competition law ar
did not qualify for an exemption in their presemtris. On February 11, 2003, the OFT issued a sogpltal Rule 14 Notice, which also
contained preliminary conclusions challenging MeBted’s U.K. interchange fees (but not the MSF)arrttie Competition Act. On
November 10, 2004, the OFT issued a third notiosv(oalled a Statement of Objections) claiming thatinterchange fees infringed U.K. ¢
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 MSFsamf@rcing such authority exclusively on MasterCarBresident and Chief Executive
Officer.

On September 6, 2005, the OFT issued its decismm;luding that MasterCard’s U.K. interchange fiteg were established by MMF
prior to November 18, 2004 contravene U.K. and Beam Union competition law. The OFT decided nadirtpose penalties on MasterCard
or MMF. MMF and MasterCard appealed the OFT’s deniso the U.K. Competition Appeals Tribunal. Oméu9, 2006, the U.K.
Competition Appeals Tribunal set aside the OFT'siglen, following the OFT’s request to the Tributalwithdraw the decision and end its
case against MasterCard’s U.K. default interchdags in place prior to November 18, 2004.
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The OFT has commenced a new investigation of M@stel's current U.K. default interchange fees ambanced on February 9, 2007
that the investigation would also cover so-calledtiediate debit” cards. If the OFT determines trat of MasterCard’s U.K. interchange
fees contravene U.K. and European Union competition it may issue a new decision and possibly @&wys accruing from the date of its
first decision. MasterCard would likely appeal gative decision by the OFT in any future proceedmthe Competition Appeals Tribunal.
Such an OFT decision could lead to the filing af@te actions against MasterCard by merchants aedftsumers which, if its appeal of st
an OFT decision were to fail, could result in araedvor awards of substantial damages.

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/& domestic credit and debit card default intergeaiees. MasterCard Europe filed sev
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 MasterCafalsl Visa's) licensed financial
institutions. MasterCard and the financial instdns have appealed the decision. If the appealar@eccessful and the PCA'’s decision is
allowed to stand, it could have a significant adeampact on the revenues of MasterCard’s Polistoowers and on MasterCard’s overall
business in Poland.

New Zealandln November 2003, MasterCard assumed responsibilitgetting domestic default interchange fees @wNealand,
which previously had been set by MasterCard’s merfibancial institutions in New Zealand. In earl9@, the New Zealand Competition
Commission (the “NZCC”) commenced an investigatidMasterCards domestic interchange fees. MasterCard coopevatedhe NZCC ir
its investigation, made a number of submissiongenring its New Zealand domestic default intercleafegs and met with the NZCC on
several occasions to discuss its investigatioNdaember 2006, the NZCC filed a lawsuit allegingttMasterCard’s (and Visa's) domestic
default interchange fees do not comply with NewlZied competition law and seeking penalties. Sevarge merchants subsequently filed
similar lawsuits seeking damages. A negative decigi these lawsuits could have a significant aslvémpact on the revenues of
MasterCard’'s New Zealand customers and on Mastdi€averall business in New Zealand.

Other Jurisdictionsln January 2006, a German retailers associatied &lcomplaint with the Federal Cartel Office irm@Gany
concerning MasterCard'’s (and Visa's) domestic défaterchange fees. The complaint alleges thatt®ét&ard’'s (and Visa’s) German
domestic interchange fees are not transparent tohaets and include so-called “extraneous costastetCard understands that the Federal
Cartel Office is continuing to review the complailtasterCard is aware that regulatory authoritied/@r central banks in certain other
jurisdictions including Brazil, Colombia, Mexicop8th Africa, Singapore, Hungary, Portugal and Seviend are reviewing MasterCi's
and/or its members’ interchange fees and/or relptactices and may seek to regulate the establishofisuch fees and/or such practices.

Note 15. 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 amoliite guarantee are unlimited. Settlement righésexposure to members under
MasterCard International’s rules (“Settlement Expe%), due to the difference in timing between the payntemsaction 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 riskhdéads, to provide a framework for
managing the Company’s settlement risk. Member#tepgdransaction data and the transaction cleatig 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. Subfeapproval by the Board of Directors, members naghmrged for the amount of any
settlement loss incurred during the ordinary atiéigiof the Company.

MasterCard requires certain members that are nadrimpliance with the Company’s risk standards faafat the time of review to post
collateral, typically in the form of letters of clieand bank guarantees. This requirement is basedanagement review of the individual risk
circumstances for each member that is out of canpé. In addition to these amounts, MasterCardstmdtlateral to cover variability and
future growth in member programs. The Company latdds collateral to pay merchants in the event efainant bank/acquirer failure.
Although it is
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not contractually obligated under MasterCard Indéiomal’s rules to effect such payments, the Compaay elect to do so to protect brand
integrity. MasterCard monitors its credit risk golio on a regular basis and the adequacy of aidion hand. Additionally, from time to
time, the Company reviews its risk management ntetlogy and standards. As such, the amounts of astdhsettlement risk are revised as
necessary.

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

September 30, December 31,

2007 2006
MasterCard-branded transactions:
Gross Settlement Expost $20,619,70  $18,059,69
Collateral held for Settlement Expost (2,050,23) (1,611,53)
Net uncollateralized Settlement Expos $18,569,47  $16,448,15
Uncollateralized Settlement Exposure attributable ® nor-compliant members $ 5898 $  89,3I¢
Cirrus and Maestro transactions:
Gross Settlement ExposL $ 3,296,360 $ 2,626,99

Although MasterCard holds collateral at the menmbeel, 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 45% and
48% at September 30, 2007 and December 31, 208§ ctively. The second largest country that acaslifdr this Settlement Exposure was
the United Kingdom at approximately 10% and 11%eptember 30, 2007 and December 31, 2006, reselyct®f the total uncollateralized
Settlement Exposure attributable to non-compliaetbers, five members represented approximately ait8©0% at September 30, 2007
and December 31, 2006, respectively.

MasterCard guarantees the payment of MasterCarttibcatravelers 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 $582,410 and56098at September 30, 2007 and December 31, 208gectively. The reduction in
travelers cheques exposure is attributable to sidadoy the Company’s two largest issuers to selfing MasterCard-branded 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 $28&8d $553,925 at September 30, 2007 and Dece3tb2006, respectively, from a
financial institution that is a member, to covdradlthe exposure of outstanding travelers cheguifsrespect to that issuer. In addition,
MasterCard has obtained guarantees estimated @&3R18nd $21,709 at September 30, 2007 and Dece3th2006, respectively, from
financial institutions that are members in ordecdoer the exposure of outstanding travelers chegith respect to another issuer. These
guarantee amounts have also been reduced by ariattietermination of cheques that are not ardieip to be presented for payment.

Based on the Company'’s ability to charge its membmrsettlement and travelers cheque losses fbetigeness 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 that thalpility of future payments for settlement and #&lavs cheque losses in excess of existing
reserves is negligible.
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Note 16. Foreign Exchange Risk Management

The Company enters into foreign currency forwandtiacts to minimize risk associated with anticiplateceipts and disbursements
which are either transacted in a non-functionateangy or valued based on a currency other tharfumetional 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 aresdiad by functional currency as summarized below:

U.S. Dollar Functional Currency

September 30, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $54,46¢ $ 1,532 $34,68( $ 86
Commitments to sell foreign curren 40,73t (1,829 17,26¢ 86
Euro Functional Currency
September 30, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $30,19( $ (2,439 $121,35: $ (2,317
Commitments to sell foreign curren 51,237 1,18¢ 45,12 147

Brazilian Real Functional Currency

September 30, 2007 December 31, 2006
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre — — $10,95¢ $ (84))

The currencies underlying the foreign currency fandvcontracts consist primarily of euro, U.K. powterling, Brazilian real, Australii
dollar, Mexican peso, Canadian dollar and JapayeseThe fair value of the foreign currency forwaohtracts generally reflects the
estimated amounts that the Company would receiypay), on a pre-tax basis, to terminate the cotdrat the reporting date based on broker
guotes for the same or similar instruments. Thasesf the foreign currency forward contracts aneegally less than 18 months. The
Company has deferred $2,025 and $1,526 of netdpaffer tax, in accumulated other comprehensigente as of September 30, 2007 and
December 31, 2006, respectively, all of which ipaeoted to be reclassified to earnings as the attstraature to provide an economic offse
the earnings impact of the anticipated cash floedged.

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 September 30, 20@/December 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 Internatiorta. amount of loss the Company would incur if¢banterparties failed to perform
according to the terms of the contracts is not icklemed material.

Note 17. Other Income

On June 21, 2007, the Company signed a settlergeatiment to discontinue its relationship with thgamization that operates the
World Cup soccer events and not sponsor the 20d@@h4 World Cup soccer events. The organizatiahdperates the World Cup soccer
events agreed to pay the Company $90,000 to reafildesputes and this was recorded as other indartiee nine months ended
September 30, 2007.
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Note 18. Investment in Redecard S.A.

As of June 30, 2007, MasterCard had approximatdlpanvestment in an affiliate, Redecard S.A., rded at $12,856 under the
historical cost method of accounting. In July 20R@&decard S.A. successfully completed an initidllipwoffering in Brazil of its shares.
MasterCard elected not to participate as a se#lftngkholder in the initial public offering. Follomg the initial public offering, the quoted
market value of these shares was used to detetheirefair value and these securities are clashHig available-for-sale equity securities in
accordance with SFAS No. 115, “Accounting for Ciertavestments in Debt and Equity Securities.” itigipation of such initial public
offering, MasterCard entered into a lock-up agresrgated as of June 20, 2007, with the other $lndders of Redecard S.A., who were all
selling shareholders in the initial public offeringnder the terms of this lock-up agreement anidiohg the closing of the initial public
offering, MasterCard could: (i) sell all of its iestment to qualified institutional buyers, (ii) neaales in the market with respect to 25% of its
investment, subject to certain pricing and volumstnictions for six months following the initial plic offering, and (iii) make sales in the
market with respect to the remaining 75% of itsestment, subject to the same pricing and volunteetisns, for an additional six months
following the initial six month holding period. Adt the elapse of such holding periods, MasterCay sell these shares in any manner that it
deems appropriate.

As of September 30, 2007, MasterCard had sold appately 6,900 shares, or 25% of its investmerRéuecard S.A. MasterCard
recognized a gain of $107,042 on such sales. gdbhen included in investment income within thesotidated statements of operations.
The quoted market value of MasterCard’'s remainlges in Redecard S.A. was approximately $380,8@f &eptember 30, 2007.
Unrealized holding gains, net of tax, of $240,039énbeen included in other comprehensive incomthtthree and nine months ended
September 30, 2007.
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Item 2. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

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 businesgdaoted by MasterCard Incorporated and its consdkdasubsidiaries, including ot
principal operating subsidiary, MasterCard Interi@tal Incorporated (doing business as MasterCardMigide), and MasterCard Eurof
sprl.

Forward-Looking Statements and Non-GAAP Financial hformation

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, ttedg “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 Q@my’s strong liquidity and capital position, increasedulatory scrutiny of interchange fe
and other aspects of the payments industry thdtidmve an adverse effect on the Company’s busitiessompany’s belief in its ability to
drive growth by further penetrating its existingstamer base and by expanding its role in targe¢edigphies and higher-growth segments of
the global payments industry, enhancing its merchelationships, maintaining unsurpassed acceptandeontinuing to invest in its brands
and increasing its volume of business with keyaustrs over time, hiring additional personnel andetteping its existing workforce,
pursuing incremental payment processing opporesidnd investing in marketing programs at regiandllocal levels. Many factors and
uncertainties relating to our operations and bussirvironment, all of which are difficult to predand many of which are outside of our
control, influence whether any forward-looking staents can or will be achieved. Any one of thoséofa could cause our actual results to
differ materially from those expressed or impliadiriting in any forward-looking statements madeMygsterCard or on its behalf. We
believe there are certain risk factors that areoigmt to our business, and these could causelaesudts to differ from our expectations.
Reference should be made to the Company’s AnnuyadfRen Form 10-K for the year ended December B06Zor a complete discussion of
these risk factors in Iltem 1A — Risk Factors.

Non-GAAP financial information is defined as a nuioal measure of a company’s performance that ebedwor includes amounts so as
to be different than the most comparable measucelledéed and presented in accordance with accayiptimciples generally accepted in the
United States ("GAAP”). Pursuant to the requiremsesftRegulation G, portions of this “Managementisdiission and Analysis of Financial
Condition and Results of Operations” include a carigon of certain non-GAAP financial measures wrtiost directly comparable GAAP
financial measures. The presentation of non-GAARBritial measures should not be considered in ignlat as a substitute for the
Company’s related financial results prepared iroet&nce with GAAP. Specifically, we are preseniimgrmation regarding changes in
operating expenses in the nine months ended Septe30h2007 compared to the same periods in 2Q@&#tiude a non-cash charge
associated with the donation of shares of Clasemnson stock, par value $.0001 per share (the “Glassmmon stock”) to the MasterCard
Foundation (the “Foundation”) and charges assatmaith litigation settlements (collectively, theptcial items”) as well as gross
assessments excluding certain pricing modificatfmirgcipally involving currency conversion, becatise Company’s management believes
that exclusion of this information facilitates umstanding of our results of operations and providesningful comparison of results between
periods. See “—Operating Expenses” for a table lwpiovides a reconciliation of operating expens&tueling special items to the most
directly comparable GAAP measure. Similarly, wesgrg the effective tax rate with and without th@att of the stock donation to the
MasterCard Foundation for the nine months endedeBdper 30, 2006 because the stock donation todhadation is a non-cash and non-
recurring item that was completed in conjunctiothvaiur change in governance and ownership struanptemented during the second
guarter of 2006. The effective tax rate withoutithpact of the stock donation to the Foundatiomége meaningful to investors in
understanding our financial results, including cangility to the same periods in 2007.

Overview

We are a global payment solutions company thatigesva variety of services in support of our cugishcredit, debit and related
payment programs. We manage a family of well-knowidely accepted payment card brands including M&srd®, MasterCard
Electronic™, Maestr8 and Cirrus®, which we license to our customers. As part of mamathese brands, we also establish and enforee
and standards surrounding the use of our paymedtsyatem. Cardholder and merchant relationshipsramnaged principally by our
customers. Accordingly, we do not issue cards,rektgedit to cardholders, determine the interassréf applicable) or other fees charged to
gardgolders by issuers, or establish the merchiaoddnt charged by acquirers in connection withabeeptance of cards that carry our

rands.

We achieved revenue growth of 20.1% and 20.4%sértliree and nine months ended September 30, 20@hjach 2.3% in each of
these periods was due to the impact of foreigneniy fluctuation related to the euro. The growthewmenues was principally due to increa
transactions and volumes. Approximately 2% of @wenue growth for the three months ended
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September 30, 2007 was due to pricing adjustméntie nine months ended September 30, 2007 appabdely 2% of our revenue growth
was due to the impact of the restructuring of auzyeconversion pricing in April 2006, in additiom the pricing adjustments in 2007. Our net
revenue growth was moderated by a $39 million,38%, and $133 million, or 17.3%, increase in reband incentives to our customers
merchants in the three and nine months ended Sbpte30, 2007, respectively.

Operating expenses increased 16.3% in the thre¢hsiended September 30, 2007 and decreased 101#%nine months ended
September 30, 2007, respectively, of which 1.6% Bgé, respectively, was due to the impact of fgraiurrency fluctuation related to the
euro. Excluding the impact of special items spealfy identified in the reconciliation table incled in “—Operating Expenses”, operating
expenses increased 9.1% in the nine months engedrsiger 30, 2007. The increase in operating exgenas primarily due to an increase in
general and administrative expenses to supportustomerfocused strategy. Excluding the impact of spet&ths, our operating expense:

a percentage of total net revenues was 68.6% initteemonths ended September 30, 2007 versus 78.8% comparable period in 2006.

Other income in the three and nine months endete8dger 30, 2007 includes gains of approximately7dhdlion relating to the partial
sale of our Redecard S.A. available-for-sale stesriThe nine months ended September 30, 2007ralkmles $90 million received from the
organization that operates the World Cup soccentsva resolution of all outstanding disputes g@aitey to our sponsorship of the 2010 and
2014 World Cup soccer events. See “—Other Incompdhse)”.

Our liquidity and capital position remain strong,vee had $3.3 billion in cash, cash equivalentsaailable-for-sale securities, and
$3.2 billion in stockholders’ equity as of SeptemBe, 2007.

We believe that the trend within the global payrséntlustry from paper-based forms of payment sgataah and checks toward
electronic forms of payment such as cards creagesfisant opportunities for the continued growthoair business. Our strategy is to conti
our growth by further penetrating our existing cnsér base and by expanding our role in targetedrgebies and higher-growth
opportunities of the global payments industry (sasltorporate, premium and debit payments), enhgrmeir merchant relationships,
maintaining unsurpassed acceptance and continaiimyést in our brands. We are committed to praxgdiur key customers with
coordinated services through integrated, dedicatedunt teams in a manner that allows us to cié#tah our expertise in payment progre
brand marketing, product development, technologycgssing and consulting services for these custrBg investing in strong customer
relationships over the long-term, we believe thatoan increase our volume of business with keyoowsts over time. In support of this
strategy, we are continuing to hire additional pargel and develop our existing workforce. We inteméxpand our role in targeted
geographies by, among other things, pursuing inergah payment processing opportunities in EuropgéinLAmerica and Asia/Pacific
countries.

There is increased regulatory scrutiny of intergjeafees and other aspects of the payments indwkioh could have an adverse impact
on our business. In addition, we face exposuretitrast and other types of litigation. Competitiand pricing pressure within the global
payments industry is increasing, due in part tosotidation within the banking sector and the grayyirower of merchants. Regulatory
actions, litigation and pricing pressure may leadaichange our pricing arrangements and couldceedur overall revenues. See ltem 1A —
Risk Factors in the Company’s Annual Report on FafK for the year ended December 31, 2006 foralaesl other risks facing our
business.
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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
non-euro volumes are converted to the euro. As@treassessment revenues are impacted by thellstezagthening or weakening of the
U.S. dollar or euro compared to the foreign curiemof the related local volumes in each periodhinthree and nine months ended
September 30, 2007, the U.S. dollar weakened dgesed by a 16.6% and 17.4%, respectively, incrieagss dollar volume (“GDV"pn &
U.S. dollar converted basis exceeding local cuyr&BbV growth of 12.8% and 14.1%, respectively, canggl to the same periods in the p
year.

We are especially impacted by the movements oéthie relative to the U.S. dollar since the fundiozurrency of MasterCard Europe,
our principal European operating subsidiary, is¢he. The strengthening or devaluation of the ddiar against the euro impacts the
translation of MasterCard Europe’s operating rasalio U.S. dollar amounts and is summarized dsvist

For the three months For the nine months
ended September 30, ended September 30,
2007 2006 2007 2006
Euro to U.S. dollar average exchange $1.3¢€ $1.2¢ $1.3¢ $1.2¢
Strengthening (devaluation) of U.S. dollar relaie¢he euro from prior ye: (7.71% (4.9% (7.9% 1.5%
Revenue change attributable to translation of M&sted Europe revenues to U.S. doll 2.2% 1.2% 2.2% (0.9%
Operating expense change attributable to translatidMasterCard Europe expenses to
U.S. dollars 1.6% 0.6% 1.2% (0.9%
Revenues

We generate revenues from the fees that we chargeustomers for providing transaction processimg) @her paymentelated service
(operations fees) and by charging assessments ttustomers based on the GDV of activity on thelgdinat carry our brands (assessments).
GDV includes the aggregated dollar amount of ugpgechases, cash disbursements, balance transfitavenience checks) on
MasterCard-branded cards. Our pricing for traneastand services is complex. Each category of tevéas numerous fee components
depending on the types of transactions or sergm@dded. We review our pricing and implement pricchanges on an ongoing basis. In
addition, standard pricing varies among our redibnginesses, and such pricing can be customizéukfufor our customers through
incentive and rebate agreements. Our revenuesaassllupon transactional information accumulatedursysystems or reported by our
customers. We earned approximately 73.1% and 72fG3r net revenues from net operations fees irtttee and nine months ended
September 30, 2007, respectively, compared to 72:33671.1% in the same periods in 2006, respegtiFebm net assessments, we earned
approximately 26.9% and 27.4% of our net revennédke three and nine months ended September 3@, BfXpectively, compared to 26.7%
and 28.9% in the same periods in 2006, respectileithe nine months ended September 30, 2007, @fa#ie shift to operations fees from
assessments was due to the restructuring of oterayr conversion pricing in April 2006.

Operations fees are typically transaction-basedaa@dharged for facilitating the processing ofrpapt transactions and information
management among our customers. A typical tramsaptiocessed through MasterCard’s system involwesgarticipants in addition to us:
an issuer (the cardholder’s bank), an acquirerrfteechant’s bank), the merchant and the cardho@igerations fees are charged to issuers,
acquirers or their delegated processors for traizgaprocessing services, specific programs to jpterMasterCard-branded card acceptance
and additional services to assist them in manatie businesses. The significant components ofaijmns 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 issuerinrcertain circumstances, such as when the isssgstems are unavailable, for
approval by us or others on behalf of the issuactordance with the issuer’s instructions. Ouesulvhich vary across regions,
establish the circumstances under which mercharttsaquirers must seek authorization of transastidhese fees are primarily
paid by issuers

» Settlement refers to the process in which we detertihe amounts due between issuers and acquirepayment transactions and
associated fees. First, we clear a transactiomamgferring the financial transaction details amissgers, acquirers or their
designated third-party processors. Then we satxchange the related funds among the issuera@mdrers. We charge a fee
for these settlement and clearing services. Thasedre primarily paid by issue
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» 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 statistigalrting and performs
settlement between members and other debit traosgmiocessing networks. These fees are primaailgt py issuers

e Currency conversion and cross-border are volumeebesvenues. Crodmrder volumes are generated by transactions inhwthie
cardholder and merchant geography are differentpweess transactions denominated in more tharcd@8éncies through our
global system, providing cardholders with the &piio utilize, and merchants to accept, Master@ards 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 isswéo in turn may add foreign exchange chargespastithe transaction on the
cardholder’s statement in their own home currehtypril 2006, we restructured our currency coni@rgevenues by initiating a
charge to our issuers and acquirers for all crasddy volumes regardless of whether we perforntthieency conversion or it is
performed by a third party at the point-of-sale. #l& generally decreased the price we chargers$meperforming currency
conversion

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

* Warning bulletin fees are charged to issuers agdiears for listing invalid or fraudulent accouither electronically or in paper
form and for distributing this listing to merchar

» Connectivity fees are charged to issuers and amgufior network access, equipment and the transmiss$ authorization and
settlement message

e Consulting and research fees are primarily gengtayeMasterCard Advisors, our professional advismgvices group. We
provide a wide range of consulting and researctices associated with our customers’ payment digs/and programs. Research
includes revenues from subscription-based servazEgss to research inquiry, and peer networkingces generated by our
independent financial and payments industry resegimocup. We do not anticipate consulting and reefges becoming a
significant percentage of our busine

» Other operations fees are primarily user-pay sesvincluding the sale of manuals, publicationspf@ms, a variety of account
and transaction enhancement services, informatidrreports, as well as compliance programs andljies)ao assist our
customers in administering and managing their lagsies. In addition, other operations fees inclade for cardholder services in
connection with the benefits provided with MastexGhranded cards, such as insurance, telecommigrisassistance for lost
cards and locating automated teller machi

Generally, we process certain MasterCard-brandetedtic transactions in the United States, Unitethom, Canada, Brazil and
Australia. We process substantially all cross-botdmsactions using MasterCard, Maestro and Chirasded cards. We charge relatively
higher operations fees for settlement, authorinatiod switch fees on cross-border transactionsanucross-border revenues as well as
currency conversion revenues if the transactioggire conversion between two different currendi@gerations fees for offline debit
transactions, which are generally signature-baséit ttansactions, are priced similar to credinsactions. Operations fees for processing
domestic online debit transactions are pricedsimalar manner as domestic offline debit and cradihsactions, while cross-border offline
debit and credit transactions are priced highen ttrass-border online debit transactions.

Assessments are primarily based on GDV for a sipdaifie period and the rates vary depending ométare 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 assessghiehirates for cross-border volumes
compared to domestic volumes. We also assesslatrhigtes for retail purchases versus cash withalgavredit and offline debit
transactions are assessed at higher rates thanre aldbit transactions. In addition, from time todithe Company may introduce assessments
for specific purposes such as market developmergrpms. Assessments that are based on quarterly@®¥stimated utilizing aggregate
transaction information and projected customerquarance.
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Gross revenues grew 18.6% and 19.7% in the thre@iae months ended September 30, 2007, respegtoghpared to the same
periods last year. Our overall revenue growth iadpenoderated by the demand from our customerbdtier pricing arrangements and gre
rebates and incentives. Accordingly, we have edtam® business agreements with certain custommatsrerchants which are primarily ba
on GDV and may also contain fixed components ferislsuance of new cards, launch of new progranessmsulting services. These pricing
arrangements reflect enhanced competition in tbleajlpayments industry, the continued consolidagiod 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 performacmers.

The United States remains our largest geographikehbased on revenues. Revenue generated in fted8tates was approximately
50.5% and 51.7% of total revenues in the threenémel months ended September 30, 2007, respectatypared to 52.5% and 52.6% in the
same periods in 2006, respectively. No individwalrdry, other than the United States, generatee ian 10% of total revenues in any
period. Certain non-U.S. economies have experient@é growth than the U.S. economy. Accordinglynsaon-U.S. revenues grew at a
faster rate than U.S. revenues in the three arelmimths ended September 30, 2007 compared tathe jgeriods in 2006. The growth was
not specifically related to any one region in whied 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 patterns whichvaay with the strengthening/weakening of foredgmrencies or the impact of specific
events such as terrorist attacks. Our revenuealsarbe impacted by a number of factors relatet@sumer behavior, including consumers’
confidence in the MasterCard brand.
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Results of Operations*

Percent Percent
For the three months Increase For the nine months Increase
ended September 30, (Decrease ended September 30, (Decrease
(In millions, except per share, percentages and GD®¥mounts)
2007 vs. 2007 vs.
2007 2006 2006 2007 2006 2006
Net operations fee $ 792 $ 661 19.€% $ 2,17¢ $ 1,76¢ 23.(%
Net assessmen 291 241 20.71% 821 71¢ 14.2%
Total revenue, ne 1,08: 90z 20.1% 2,99 2,487 20.2%
General and administratiy 43¢ 392 10.2% 1,26: 1,10¢€ 14.2%
Advertising and market developme 264 20¢ 26.2% 711 69¢ 1.7%
Litigation settlement — — — 3 23 (85.9%
Charitable contributions to the MasterCard Fourodte 10 — *x 10 40C (97.5%
Depreciation and amortizatic 22 25 (11.9% 71 75 (4.7%
Total operating expens 73C 627 16.5% 2,05¢ 2,30z (10.6%
Operating incomi 355 27¢ 28.6% 93€ 184 410.1%
Total other income (expense), | 12¢ 17 643.6% 26€ 41 555.1%
Income before income tax exper 482 292 65.1% 1,20¢ 224 436.6%
Income tax expens 16€ 99 69.2% 428 21k 96.5%
Net income $ 314 $ 19z 62.% $ 78z $ 9 o
Net income per share (bas? $ 2.32 $ 1.4z 63.9% $ 5.7¢ $ .07 *x
Weighted average shares outstanding (basic) 13t 13¢€ 0.2% 13€ 13t *x
Net income per share (dilute! $ 2.31 $ 1.4z2 62.7% $ 5.7 $ .07 *x
Weighted average shares outstanding (diluted) 13¢€ 13¢€ — 137 13€ *x
Effective income tax rate 34.% 33.9% o 35.1% 95.C% 2 *%
Gross dollar volume on a U.S. dollar converted$éni
billions) 3 $ 577 $ 49t 16.6% $ 1,64 $ 1,39¢ 17.4%
Processed transactio 4,75¢ 4,20( 13.%% 13,55¢ 11,71( 15.8%

* Note that the figures in this table may not sum ueunding

**  Not meaningfu

1 In connection with our ownership and governancesaations in May 2006, we reclassified all of oppr@aximately 100 outstanding
shares of existing Class A redeemable common stoc¢kat our previous stockholders received 1.38eshaf our Class B common
stock for each share of Class A redeemable commagk that they held prior to the reclassificationa single share of our Class M
common stock. Accordingly, shares and per shaig date retroactively restated in the financialestants subsequent to the
reclassification to reflect the reclassificationifaswere effective at the start of the first et being presented in the financial
statements.

2 The 2006 effective tax rates include the impaa 895 donation of shares of Class A common stthe MasterCard Foundation, a
charitable contribution which is not deductible fax purposes.

3 In the three and nine months ended September 87, ZZDV excludes commercial funds transfers in @hiahich are generally
transactions that facilitate the transfer of fubdtveen bank branches, but do not involve tradificash withdrawals or balance
transfers. Data for the comparable period in 2086Heen restated to be consistent with this approac
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Operations Fees

For the three Dollar Percent For the nine Dollar Percent

months ended Increase Increase months ended Increase Increase

September 30, (Decrease (Decrease September 30, (Decrease (Decrease

2007 vs. 2007 vs. 2007 vs. 2007 vs.

2007 2006 2006 2006 2007 2006 2006 2006
(In millions, except percentages)

Authorization, settlement and swit $35€¢ $304 $ 52 17.7% $1,00C $ 85 $ 147 17.2%
Currency conversion and cr-border 241 19¢ 43 21.7% 634 442 192 43.2%
Acceptance development fe 70 57 13 22.&% 19t 15¢ 37 23.2%
Warning bulletin fee: 19 17 2 11.€% 56 52 4 7.7%
Connectivity 26 22 4 18.2% 73 61 12 19.7%
Consulting and research fe 23 18 5 27.8% 59 54 5 9.2%
Other operations fe¢ 144 112 31 27.4% 394 32¢ 66 20.1%
Gross operations fe: 87¢ 72¢ 15C 20.6% 2,411 1,94¢ 463 23.8%
Rebate: (87) (69 (19) 27.9%  (237) (180 (57) 31.7%
Net operations fee $79z %661 $ 131 19.8% $2,17¢/ $1,76¢ $ 40¢€ 23.(%

Authorization, settlement and switch revenues prilgnancreased due to the number of transactionsgssed through our syste
increasing 13.3% and 15.8% in the three and ninatinscended September 30, 2007 from the comparabieds in 2006. The
increase in revenue was also attributable to higtikzation and pricing increases for stand-inhewization services of
approximately 2.7% and 2.1% for the three and minaths ended September 30, 2007. Stand-in occlgn thie issuer’s primary
authorization routing options fail and MasterCapprves the requests on behalf of the issuer bas@de-defined issuer
parameters. Offsetting the increase in growthHterrtine months ended September 30, 2007 was argéd%tion of revenues due
to the implementation of price changes in April 26 make our pricing compliant with the Single &uean Payment Area
(“SEPA”) initiative. The SEPA price changes arglstly positive on a total gross revenue basis; hvanghese changes impact
individual revenue categories, in particular auitation, settlement and switch, currency conversind cros$order revenues ai
assessment

Currency conversion and cross-border revenuesdseceprimarily due to an increase in crbesder volumes of 20.6% and 18.
in the three and nine months ended September 83, 28spectively. In April 2006, we restructured ourrency conversion
pricing by initiating a charge to our issuers, andnost regions, acquirers for all cross-bordansactions regardless of whether
we perform the currency conversion or it is perfednioy a third party at the point of sale. We alsneagally decreased the price
charge our issuers for currency conversion. Ofrtheease in the nine months ended September 3@, $3Q million was due to
the reclassification of certain assessment reveimugarope to cross-border volume revenue which ngesrded in the three
months ended March 31, 20(

Acceptance development fees in the three and norghm ended September 30, 2007 increased commatieel same periods in
2006 primarily due to increased volumes. In addit@ new acceptance development fee was implementiohe 2007 which
resulted in an increase of 10.5% and 5.7% in theethnd nine months ended September 30, 2007 cethftathe same periods in
2006.

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

Connectivity revenues in the three and nine moettteed September 30, 2007 increased compared saunhe periods in 2006 due
to increased volume

Consulting and research fees increased in the gmeéaine months ended September 30, 2007 comfuated same period in
2006. Our business agreements with certain customay include consulting services as an incen@emsulting services
provided to customers as a result of incentiveegents increased slightly in all perio

Other operations fees represent various revenearss, including cardholder services, compliancepamalty fees, holograms,
user pay for a variety of account and transactidraacement services, and manuals and publicatimpéementation of a new
account enhancement program resulted in an incieagher operations fees of 9.7% and 3.7% forttihee and nine months
ended September 30, 2007 versus the comparabtelpéni 2006. In addition, transactions acceptet I8/ acquirers from
cardholders with non-U.S. issuers have increaskerefore the related fee income for the processinigese transactions has also
increased. No increase in any other individual neeecomponent was materi
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* Rebates relating to operations fees are primaasel on transactions and volumes and, accordimghgase as these variables
increase. Rebates have been increasing due toneveaewed agreements with our customers and oggoimsolidation of our

customers

Assessments
Assessments are revenues that are calculated basrd customers’ GDV. The components of assessnagatas follows:

For the three Dollar Percent For the nine Dollar Percent
months ended Increase Increase months ended Increase Increase
September 30, (Decrease (Decrease September 30, (Decrease (Decrease
2007 vs. 2007 vs. 2007 vs. 2007 vs.
2007 2006 2006 2006 2007 2006 2006 2006
(In millions, except percentages)
Gross assessmer $525 $458 $ 70 15.4% $1,48¢ $1,31C $ 17¢ 13.6%
Rebates and incentiv: (239 (2149 (20 9.3% (667) (597 (76) 12.%
Net assessmen $291 $241 $ 50 20.7% $ 821 $ 71 $ 10z 14.2%

GDV growth was 16.6% and 17.4% in the three and nionths ended September 30, 2007, respectivebn wieasured in on a U.S.
dollar converted basis, and 12.8% and 14.1%, réispdc when measured in local currency terms. Assgnts were impacted in the nine
months ended September 30, 2007 by a reclasgificafi$31 million from assessments to currency eosien and cross-border revenues,
offset by $12 million in pricing increases relatecbur SEPA pricing changes in the three monthgémdarch 31, 2007. Our gross
assessments would have increased 15.0% for themonéhs ended September 30, 2007 if these priciodjfloations were not made in April

2006.

Rebates and incentives are primarily based on Glit\hiay also contain components for the issuanecewfcards, launch of new
programs or consulting services. The componentiseobusiness agreements are recorded as a redattjomss revenue in the same period
that performance occurs. Rebates and incentiviieithree and nine months ended September 30,i@0@ased primarily due to higher
GDV and certain other performance metrics achidsedustomers and merchants. Non-GDV performanceebaentives vary depending
on the agreement terms and the timing of our cust@nperformance. Accordingly, our incentives fonrGDV performance metrics, such as
the issuance of new cards, the launch of new pnegi@ the execution of marketing programs, implaetrélationship between gross

assessments and net assessments.
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Operating Expenses

Our operating expenses are comprised of generadémdhistrative, advertising and market developmi@igation settlements,
charitable contributions and depreciation and aizetibn expenses. The table below reconciles operaipenses excluding special items to
the most directly comparable GAAP measure for ihe months ended September 30, 2007 and 2006, wiaclagement believes creates a
more meaningful comparison of results between derit the three months ended September 30, 2aD2@06, there were not any non-
GAAP adjustments made to operating expenses.

For the nine months ended For the nine months ended
September 30, 2007 September 30, 2006
Percent Percent
Specia Specia Increase Increase
As As (Decrease (Decrease)
Actual ltems Adjusted Actual Iltems Adjusted Actual As Adjusted
(In millions, except percentages)
General and Administrativ $1,26: $— $1,26:% $1,10¢ $— $1,10¢ 14.2% 14.2%
Advertising and Marketin 711 — 711 69¢ — 69¢ 1.7% 1.7%
Litigation Settlement 3 3 — 23 23 — (85.9% —
Charitable Contributions 10 - 10 40C 39¢ts 5 (97.5% 100.(%
Depreciation and Amortizatic 71 — 71 75 — 75 (4.7% (4.7%
Total operating expens $2,06¢ $ 3 $2,05€  $2,30¢  $41cf $1,88t (10.6% 9.1%
Total operating expenses as a percentage !
total net revenue 68.7% 68.% 92.6% 75.8%

* Note that the figures in the table above may not due to roundini
a  Contribution of 13.5 million shares of our Clasg@mmon stock to the MasterCard Foundation, a @ldetentity which is controlled by
directors who are independent of us and our custame

General and Administrative

General and administrative expenses consist prliynafrpersonnel, professional fees, data processatgcommunications and travel.
Our general and administrative expenses would baea higher by approximately 3.1% and 1.4% in ltheet and nine months ended
September 30, 2007, respectively, if not for loseverance costs than the same periods in 2006 beted. The major components of
general and administrative expenses were as fallows

For the three Dollar Percent For the nine

months ended Increase Increase months ended Dollar Percent

September 30, (Decrease (Decrease September 30, Increase Increase

2007 vs. 2007 vs. 2007 vs 2007 vs

2007 2006 2006 2006 2007 2006 2006 2006
Personne $28¢ $255 $ 36 14.2% $ 828 $ 714 $ 10¢ 15.2%
Professional fee 52 52 — — 15¢ 12¢ 30 23.2%
Telecommunication 19 18 1 5.6% 53 52 1 1.2%
Data processin 16 14 2 14.2% 46 44 2 4.5%
Travel and entertainme 25 22 3 13.€% 81 71 10 14.1%
Other 32 34 2) (5.9% 102 97 5 5.2%
General and administrative expen $43% $39¢ $ 40 10.2% $1,26: $1,10€ $ 157 14.2%

» Personnel expense increased in the three and minthmended September 30, 2007 primarily due todhadditional staff and
contractors to support our strategic initiativesatdition, we have increased our accruals fordriglerformance awards primarily
as a result of better than anticipated performagegnst company objectives. Accordingly, our sakend benefits costs have
increased. Our personnel expense would have bgaerby approximately 4.7% and 2.1% in the threkrdne months ended
September 30, 2007, respectively, if not for loseverance costs than the same periods in 2006reeeecosts in the three and
nine months ended September 30, 2006 increasetb duneadjustment for updating the assumptions dorastuarial determined
severance plan accru

» Professional fees increased in the nine monthsdeBdptember 30, 2007 primarily due to legal castdefend our outstanding
litigation and outside third party services usedifigplementing our strategic initiative
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» Telecommunications expense consists of expensagpimort our global payments system infrastructare@l as our other
telecommunication neec

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

« Travel and entertainment expenses are incurredcapityrfor travel to customer and regional meetiags, accordingly, have
increased with the greater activity in our busireess because of the hiring of additional staff datbove

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

Advertising and Market Developme

Advertising and market development consists of agpe associated with advertising, marketing, pramstand sponsorships, which
promote our brand and assist our customers inaolgi¢heir goals by raising consumer awarenessuaade of cards carrying our brands.
Advertising and market development expenses inete855 million and $12 million or 26.4% and 1.7%he three and nine months ended
September 30, 2007, respectively, versus the cabfmperiods in 2006. Our marketing initiatives tmue to support our customer-focused
strategy. Our approach to marketing activities comb advertising, sponsorships, promotions, interaenedia and public relations as part of
an integrated package designed to increase MastehTand awareness/preference and usage of Mastiec&als.

The increase in advertising and market developmesis during the three months ended Septembel08d,\®as due to the timing of
initiatives compared to the same period in 200@& fiiming of certain advertising and market develeptrexpenses can vary due to their
relationship to specific sponsorships or promotion®007, advertising and marketing costs incredissm the first quarter to second quarter
and remained relatively constant in the third ceraiiowever, in the first half of 2006, a signifitamount of resources were allocated to
support the sponsorship of the 2006 World Cup soeeents, resulting in less spending in the thirdrter of 2006. During the nine months
ended September 30, 2007, we reached an agreemdiatontinue our sponsorship of the 2010 and 28tA4d Cup soccer events. We will
continue to invest in marketing programs at theéoteg and local levels.

Our brands, principally MasterCard, are valuahlatsgic assets that drive card acceptance and asag@cilitate our ability to
successfully introduce new service offerings arnmbas new markets. We are committed to maintaimiggesmhancing our brands and image
through advertising and marketing efforts on a glazale.

Other Income (Expense)
Other income (expense) is comprised primarily @egtment income, interest expense and other gathfoases.

* Investment income increased $112 million and $18kom in the three and nine months ended SepterBbeR007. These
increases are primarily due to gains realized énséle of 25% of our investment in Redecard S.AhénBrazilian market during
the three months ended September 30, 2007. SeelRdtethe Consolidated Financial Statements iregdud Item 1

» Interest expense remained the same in the threthmended September 30, 2007 and decreased $@miillthe nine months
ended September 30, 2007 compared to the samelp@ni@006. The decrease in the nine months endpté®ber 30, 2007
primarily relates to reduced interest reserve mepénts for our tax reserve

» Other income, net decreased $1 million in the timeaths ended September 30, 2007 and increaseahi#izih in the nine month
ended September 30, 2007 from the comparable [inc2006. The increase in the nine months endpte8der 30, 2007 is
primarily due to a settlement agreement to disoomtiour sponsorship of the 2010 and 2014 World €bager events. The
organization which operates the World Cup soccentsvagreed to pay us $90 million to resolve aipdies, of which $87.5
million was paid in the second quarter of 2007 &2d million was paid in the third quarter of 20@2e Note 17 to the
Consolidated Financial Statements included in lie
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Income Taxes

Our effective income tax rate was 34.8% and 33.884He three months ended September 30, 2007 &@16) B8spectively, and 35.1%
and 95.9% for the nine months ended September087, 2nd 2006, respectively. For the nine montlledrseptember 30, 2006, our
effective income tax rate included the impact & #395 million charitable contribution of share<G¥iss A common stock to the Foundation.
This contribution was recorded as an expense incdhsolidated statement of operations; howevernbt deductible for tax purposes. This
resulted in a significant impact on our effectigg tate for the nine months ended September 3@ a8@ollows:

GAAP GAAP Non- Non-GAAP
Effective Stock GAAP Effective
Actual Tax Rate Donation Adjusted Tax Rate
Nine months ended September 30, 200
Income before income tax $224 95.% $ 39t $ 61¢ 34.6%
Income tax expense 21F 214
Net Income 9 $ 40t
1 Income tax expense has been calculated with atmbutithe impact of the stock donation to the Fotinda

For the three months ended September 30, 2007Q06] the change in the effective income tax raimaumily relates to a net increase
for the accrual of income tax liabilities for untzn tax positions, as required under the receadlypted FASB issued Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes — anelmpretation of Financial Accounting Standards BOd@FASB”) Statement 109” (“FIN
48"). For the nine months ended September 30, 20072006, apart from the contribution of Class Mmown stock to the Foundation, the
change in the effective income tax rate primardiates to the effect of a New York state tax laargde and a net increase in the accrual of
income tax liabilities for uncertain tax positiori$ie New York state tax law change resulted indacgon in the Company’s state income tax
rate. See Note 13 to the Consolidated Financidaé®iants included in Item 1.
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Liquidity

We use our capital resources and liquidity to fondglobal development, to provide for credit apttlement risk, to finance capital
expenditures and any future acquisitions, to rdpase our Class A common stock and to service the@ats of principal and interest on our
outstanding debt and our obligations under the th&chant lawsuit settlement. At September 30, 20@December 31, 2006, we had $3.3
billion and $2.5 billion, respectively, of cashsbaequivalents and available-for-sale securitigh which to manage operations. Available-
for-sale securities increased primarily due togfamring our investment in Redecard S.A. from & aogestment to available-for-sale security
in the third quarter of 2007. See Note 18 to thasdtidated Financial Statements included in ItetW.expect that the cash generated from
operations and our borrowing capacity will be stéint to meet our operating, working capital angiteé needs through 2008. However, our
liquidity could be negatively impacted by the adeeoutcome of any of the legal or regulatory prdoegs to which we are a party. See
Item 1A — Risk Factors of the Company’s Annual Répa Form 10-K for the year ended December 316200these and other risks facing
our business. See also Note 14 to the Consolidatethcial Statements included in Item 1.

Nine Months Percent
Ended September 30, Increase (Decreast
2007 2006 2007 vs. 2006

(In millions, except percentages)
Cash flow data:

Net cash provided by operating activit $ 71¢ $ 447 60.6%
Net cash provided by (used in) investing activi 76 (240 131.71%
Net cash (used in) provided by financing activi (322 65C (149.0%
Percent
September 3C December 31 Increase (Decreast
2007 2006 2007 vs. 2006
Balance sheet data
Current assel $ 4,481 $ 3,57 25.2%
Current liabilities 1,99 1,812 10.2%
Long-term liabilities 961 902 6.5%
Equity 3,17: 2,36¢ 34.2%

Net cash provided by operating activities in theeninonths ended September 30, 2007 was $718 milioypared to $447 million in
the nine months ended September 30, 2006. Theaiselia cash from operations was principally dueutostronger operating performance
and $90 million paid by the organization that opesahe World Cup soccer events pursuant to &segtit agreement. See “—Other Income
(Expense)”.

Net cash provided by investing activities in theenmonths ended September 30, 2007 primarily etateet sales of available-for-sale-
securities, including the sale of 25% of our Redg@&A. shares. We are in the process of evaluatimgnvestment strategy for the remain
75% of our shares in Redecard S.A. Cash providddumsting activities was offset by cash used fwestments in leasehold and building
improvements to support increased workforce, datder equipment and capitalized software to sugporeased functionality. We intend to
continue to invest in our infrastructure to suppnt growing business and strategic initiatives.

Cash used in financing activities in the nine merghded September 30, 2007 primarily relates toeerchase of $277 million of our
Class A common stock through a repurchase plaaddition, we paid $54 million in dividends to otmaseholders during the nine months
ended September 30, 2007. See Note 11 to the Qdaiwal Financial Statements included in Item 12006, approximately $2.5 billion in
proceeds were received from the sale of Class Avwmmstock to investors in our initial public offegi (including the proceeds received
pursuant to the underwriters’ option to purchasditamhal shares), offset by $1.8 billion of caskeddor the redemption of Class B common
stock.

Subsequent to September 30, 2007, the Companyctegsed an additional $223 million of our Class Mawon stock through a
repurchase plan, completing the initial $500 millrepurchase plan. In October, our Board of Dinectonended the share repurchase plan to
authorize the Company to repurchase an increm&nf million (aggregate for the entire repurchasgam of $1.25 billion) of its Class A
common stock in open market transactions througle 30, 2008.

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 FacitApril 27, 2010. All remaining terms of the @reFacility are unchanged. The Comps
was in compliance with the covenants of the Credldility as of September 30, 2007. There were nmkongs under the Credit Facility at
September 30, 2007 or December 31, 2006. The magirCredit Facility lenders are customers orl@fies of customers of MasterCard
International.
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On September 6, 2007, our Board of Directors dedlarquarterly cash dividend of $0.15 per sharalgayon November 9, 2007 to
holders of record on October 19, 2007 of our Clasemmon stock and Class B common stock. The agg¢gegmount payable for this
dividend is $20 million. The declaration and payingirany future dividends will be at the sole det@n of our Board of Directors after
taking into account various factors, including énancial condition, settlement guarantees, opegatesults, available cash and current and
anticipated cash needs.

Future Obligations

The following table summarizes as of Septembe280y, our obligations that are expected to impgaidity and 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
Total 2007 2008 -200¢ 2010 -2011 2012 and thereafte
(In millions)

Capital leases $ 57 $ 3 $ 12 $ 4 $ 39
Operating leases 11t 11 62 17 25
Sponsorship, licensing & othér 67C 21€ 33C 96 28
Litigation settlement$ 607 107 20C 20C 10C
Debt> 23t 3 232 — —
Total $1,68< $ 34C $ 83¢ $ 317 $ 192

* Note that the figures in the table above may not due to roundin

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

2 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 bast gaissage of time. Some lease agreements puavigiéh the option to renew the
lease or purchase the leased property. Our fupeeating lease obligations would change if we a@gettthese renewal options and if
we entered into additional lease agreements.

3 Amounts primarily relate to sponsorships with dertarganizations to promote the MasterCard bramg dmounts included are fixed
and non-cancelable. The table above has been edijsisice December 31, 2006 to remove the commitofe$80 million for the
sponsorship of the World Cup soccer events (see 1teNote 17 to the Consolidated Financial Statesfem additional information). In
addition, amounts in accordance with leases forpger hardware, software licenses and other seagogements have been included.
Future cash payments that will become due to ostoouers under agreements which provide pricingtesban our standard fees and
other incentives in exchange for increased traiagblumes are not included in the table becalisatounts due are indeterminable
and contingent until such time as performance kasroed. MasterCard has accrued $426 million &eptember 30, 2007 related to
customer and merchant incentive agreements.

4 Represents amounts due in accordance with thermettit agreement in the U.S. merchant lawsuit amel ditigation settlements.

5 Debt primarily represents principal and interesedwn our subordinated notes due June 2008 amtiti@pal owed on our Series A
Senior Secured Notes due September 2009. We alsovgious credit facilities for which there wem@ outstanding balances at
September 30, 2007 that, among other things, wanddide liquidity in the event of settlement faisrby our members. Our debt
obligations would change if one or more of our merstfailed and we borrowed under these creditifesilto settle on our members’
behalf or for other reasons.

Recent Accounting Pronouncements

In February 2007, the FASB issued Statement ofrfeilah Accounting Standards No. 159, “The Fair Valygtion for Financial Assets
and Financial Liabilities — Including an AmendmehnSFAS 115” (“SFAS 159”). SFAS 159 allows entitteschoose to measure many
financial instruments and certain other items &tfalue. In addition, SFAS 159 includes an amenun@ SFAS 115, “Accounting for
Certain Investments in Debt and Equity Securitiesl applies to all entities with available-for-satel trading securities. SFAS 159 is
effective for the Company commencing in 2008. Weiarthe process of evaluating the impact that SEBSwill have on our financial
statements.
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ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

MasterCard has exposure to market risk or the piatdor economic losses on market risk sensitnatruments arising from adverse
changes in market factors such as interest rais=igh currency exchange rates and equity prike Management establishes and oversees
the implementation of policies, which have beenrapgd by the Audit Committee, governing our fundimyestments, and use of derivative
financial instruments. We monitor risk exposuresaarongoing basis. There has been an increaseeigifiocurrency exchange rate and equity
price risk associated with our investment in Red#&A. at September 30, 2007 as compared to Demedilh 2006. See Note 18 to the
Consolidated Financial Statements included in ltem

Item 4. Controls and Procedure
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 atetnd procedures (as defined in Rule 15d-15(d¢uthe Securities Exchange Act of
1934, as amended) as of the end of the period ed\sr this Report. Based on that evaluation, the@my’'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 informattwat s required to be disclosed in its reports utide Securities Exchange Act of 1934, as
amended, within the time periods specified in thewsities and Exchange Commission’s rules and f@muis(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 afée;tor is reasonably likely to materially affette tCompany’s internal control over financial
reporting.
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Other Financial Information

With respect to the unaudited consolidated findrat@tements of MasterCard Incorporated and itsididries for the three and nine months
ended September 30, 2007 and 2006, Pricewaterhoape® LLP (“PricewaterhouseCoopers”) reported ey have applied limited
procedures in accordance with professional stasdarda review of such information. However, theiport dated October 31, 2007 appee
below, states that they did not audit and theyatcempress an opinion on that unaudited finanaifalrmation. PricewaterhouseCoopers has
not carried out any significant or additional audgts beyond those which would have been nece#shgir report had not been included.
Accordingly, the degree of reliance on their remortsuch information should be restricted in lighthe limited nature of the review
procedures applied. PricewaterhouseCoopers isubjgc to the liability provisions of Section 11tbe Securities Act of 1933 (“the Act”) for
their report on the unaudited consolidated findrst@tements because that report is not a “reford “part” of a registration statement
prepared or certified by PricewaterhouseCoopetsimvthe meaning of Section 7 and 11 of the Act.

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders
of MasterCard Incorporated:

We have reviewed the accompanying consolidatechbalaheet of MasterCard Incorporated and its siavigd (the “Company”) as of
September 30, 2007, and the related consolidadgehseénts of operations and consolidated condenatghents of comprehensive income
for each of the three and nine month periods eis#grddember 30, 2007 and 2006, and the consolidtesheents of cash flows for each of
nine month periods ended September 30, 2007 angl 200 the consolidated statement of changes akistdders’ equity for the nine month
period ended September 30, 2007. These consoliddtrin financial statements are the responsjbiitthe Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaldUnited States). A review of
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatistandards of the Public Company
Accounting Oversight Board (United States), thesotiye of which is the expression of an opinionareing the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our review, we are not aware of any naterbdifications that should be made to the accaoyipg consolidated interim financial
statements for them to be in conformity with acamnprinciples generally accepted in the Unitedt&t 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 fltavshe 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 balahestas of December 31, 2006, is fairly
stated in all material respects in relation todbesolidated balance sheet from which it has beeivet.

PricewaterhouseCoopers LLP
New York, New York
October 31, 2007
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MASTERCARD INCORPORATED
FORM 10-Q
PART Il — OTHER INFORMATION

Item 1. Legal Proceeding:
Refer to Note 14 to the Consolidated Financialest&nts included herein.

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

Item 2. Unregistered Sale of Equity Securities and Use ob&eds
Class M common stock

On October 25, 2007, the Company, in the ordinarge of its business, issued 41 shares of its@lasommon stock to new princig
members of MasterCard International Incorporatédia@terCard International”), its principal operatsgbsidiary, pursuant to the amended
and restated Certificate of Incorporation of therpany (the “Charter”). In the aggregate, theseassas were more than one percent of the
Class M shares outstanding. Pursuant to ArticleS&ttion 4.3(G) of the Charter, the Company issusisare of Class M common stock upon
each principal member of MasterCard Internatioraidming a member and executing a license agreesigniasterCard International.

The shares of Class M common stock were issuegliance upon the exemption from registration cargdiin Section 4(2) of the
Securities Act of 1933, as amended, on the baatglhle transaction, the issuance of a share ugoisshiance of a license, did not involve any
public offering.

Share Repurchase

On April 10, 2007, the Board of Directors authodzbe repurchase of up to $500 million of Classofnmon stock in 2007 (the
“Repurchase Program”puring the third quarter of 2007, MasterCard repased a total of approximately 2 million sharesaioraggregate
$277 million at an average price of $138.15 pereslo& Class A common stock. The Company’s actigdpsisted of open market share
repurchases during the third quarter of 2007 asdismarized in the following table:

Total

Number of
Shares
Average Price Purchased a Dollar Value
of Shares that
Paid per Part of may yet be
Total Share Publicly Purchased
Number of (including Announced under the
Shares commission Plans or Plans or
Period Purchased cost) Programs Programs
July 1-31 = — —  $500,000,00
August 1- 31 932,10 $ 134.1( 932,10(  $375,006,21
September — 30 1,074,20! $ 141.6¢ 1,074,20! $222,835,60
Total 2,006,300 $ 138.1¢ 2,006,301

40



Table of Contents

Subsequent to September 30, 2007, the Companyctegsed an additional 1.4 million shares of its €lLommon stock at a cost of
$223 million, completing the initial $500 milliompurchase plan. On October 29, 2007, the Comp&ugsd of Directors amended the share
repurchase plan to authorize the Company to repsechn incremental $750 million (an aggregatehferentire repurchase program of $1.25
billion) of its Class A common stock in open markansactions through June 30, 2008.

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

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

Date: October 31, 20C MASTERCARD INCORPORATEL
(Registrant]

Date: October 31, 20C By: /s/ ROBERT W. SELANDER
Robert W. Selande
President and Chief Executive Offic
(Principal Executive Officer

Date: October 31, 20C By: /s/ CHRIS A. MCWILTON
Chris A. McWilton
Chief Financial Officel
(Principal Financial Officer)

Date: October 31, 20C By: /s/ TARA A. MAGUIRE
Tara A. Maguire
Corporate Controllel
(Principal Accounting Officer
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EXHIBIT INDEX

Exhibit
Number  Exhibit Description
10.1 MasterCard International Senior Executive Annuaklmtive Compensation Plan, Amended and Restatedti&# October 3, 20C

15 Awareness Letter from the Compi’s Independent Registered Public Accounting F

31.1 Certification of Robert W. Selander, President &hief Executive
Officer, pursuant to Rule 13a-14(a)/15d-14(a),depéed pursuant
to Section 302 of the Sarba-Oxley Act of 2002

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

32.1 Certification of Robert W. Selander, President &hief Executive Officer, pursuant to 18 U.S.C. 8stfl350, as adopted pursuant
to Section 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chris A. McWilton, Chief Financi®fficer, pursuant to 18 U.S.C. Section 1350, aspéetl pursuant to Section 906
of the Sarban+-Oxley Act of 2002
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MASTERCARD INTERNATIONAL
SENIOR EXECUTIVE ANNUAL INCENTIVE COMPENSATION PLAN

As Amended and Restated effective October 3, 2007

MasterCard International Incorporated (the “Compgahgps adopted the MasterCard International Sdai@cutive Annual Incentive
Compensation Plan (the “Plart§ reward senior executives for successfully adhgperformance goals that are in direct suppodooporat:
and business unit/regional goals. The Plan was detkeffective October 3, 2007, to ensure contiragdpliance with the requirements for
exemption from section 162(m) of the Code.

ARTICLE |
DEFINITIONS
Section 1.1 “Board” shall mean the Global Boardatctors of the Company.

Section 1.2 “Code” shall mean the Internal ReveBade of 1986, as amended. Any reference to a sectithe Code herein shall be
deemed to include a reference to the regulatioomplgated under such section.

Section 1.3 “Committee” shall mean the Compensdfiommittee of the Global Board of Directors of dempany, or such other
committee or subcommittee designated by the Bamediminister the Plan.

Section 1.4 “Disability” shall mean total and peraat disability in accordance with the Companyisgiderm disability plan, as
determined by the Committee.

Section 1.5 “Executive Officer” shall mean a persdio is a member of the Company’s Policy Committeéts equivalent.

Section 1.6 “Participant” shall mean, with resgecany Performance Period, any Executive Officéected by the Committee to
participate in the Plan with respect to that Penfance Period.

Section 1.7 “Performance Period” shall mean a plesiono less than 90 days for which incentive congagion shall be paid hereunder,
as established by the Committee.



ARTICLE Il
BONUS AWARDS

Section 2.1 Performance Targets

(a) The Committee (or subcommittee described ini@e&.1(a) below), will establish performance &tsyfor each Performance Period.
The performance targets for a Performance Perialll Isb based upon one or more of the following cije business criteria: (i) revenue;
(i) earnings (including earnings before interéaxes, depreciation and amortization, earningsrbefderest and taxes, and earnings before or
after taxes); (iii) operating income; (iv) net imse; (v) profit margins; (vi) earnings per sharei) (keturn on assets; (viii) return on equity;
(ix) return on invested capital; (x) economic vahdred; (xi) stock price; (xii) gross dollar voluniji) total shareholder return; (xiv) mark
share; (xv) book value; (xvi) expense managemertt;(avii) cash flow. The foregoing criteria mayatd to the Company, one or more of its
affiliated employers or subsidiaries or one or mafrés divisions, regions or units, or any comhtioa of the foregoing, and may be applied
on an absolute basis and/or be relative to oneove peer group companies or indices, or any coribim¢éhereof, all as the Committee shall
determine. In addition, the performance targetstrinaesalculated without regard to extraordinaryyswral and/or non-recurring items that
decrease earnings or other performance targetsyiéimdegard to such extraordinary, unusual, andfm-recurring items that increase
earnings or other performance targets.

(b) The performance targets shall be establishaetidoCommittee (or subcommittee) for a Performdmeeod (i) while the outcome for
that Performance Period is substantially uncerah (ii) no more than 90 days or, if less, the nenmdf days which is equal to 25 percent of
the relevant Performance Period, after the commmaneof the Performance Period to which the peréoroe target relates, or as otherwise
permitted pursuant to Section 162(m) of the Codeay successor section thereto).

Section 2.2 Bonus Awards
(a) The maximum bonus award payable to any Paaiitipvith respect to any calendar year of the Comphaall not exceed $6,000,000.

(b) Prior to the payment of a bonus award to antidigant, the Committee (or subcommittee descriipeSection 5.1(a) below) shall
certify in writing the level of performance attathir the Performance Period to which such bonusrdwelates. The Committee shall have
no discretion to increase the amount of a Partitipanaximum bonus award that would otherwise bgapke to the Participant upon the
achievement of specified levels of the performanacget established by the Committee, however, thrar@ittee may exercise negative
discretion to make an award to any Participantafor Performance Period in an amount that is lems sich maximum bonus award.



ARTICLE Il
PAYMENT OF BONUS AWARD

Section 3.1 Form of PaymenEach Participant’s bonus award shall be paicashc

Section 3.2 Timing of Paymentnless otherwise elected by the Participant mnsto Section 3.3 below, each bonus award shall be
paid no later than 2/ 2months after the end of the Performance Period.

Section 3.3 Deferral of PaymernPayments of bonus awards under the Plan arébleliffir deferral as allowed under the MasterCard
International Incorporated Deferral Plan.

ARTICLE IV
TRANSFERS, TERMINATIONS AND NEW EXECUTIVE OFFICERS

Section 4.1 TerminationsA Participant who, whether voluntarily or invotanly, is terminated, demoted, transferred or olige
ceases to be an Executive Officer (otherwise thyatdaith or disability) at any time prior to thealatbonus award is paid in respect of a
Performance Period shall not be eligible to recaiwe bonus award with respect to such Performarded In the event of a Participant’s
death during a Performance Period or prior to #ite d bonus award is paid in respect of a PerfacmBeriod, the Participant shall receive
the target award payable for the Performance Pefitlde Participant’s death. In the event of aiBigdnt’s termination by reason of disabil
during the Performance Period or prior to the dab@nus award is paid in respect of a Performarced?, the Participant shall receive a
partial target award, prorated based on the podfdhe Performance Period that elapsed prior ¢ $ermination of employment by reasor
disability.

ARTICLE V
ADMINISTRATION
Section 5.1 Administration

(a) The Plan shall be administered by the Committd¥ich may delegate its duties and powers in wbolia part to any subcommittee
thereof; it is expected that, in the event the Cdteimis not comprised solely of “outside directosgthin the meaning of Section 162(m) of
the Code, a subcommittee comprised solely of at ke individuals who qualify as “outside directbwithin the meaning of Section 162(
of the Code (or any successor section thereto) sti@blish and administer the performance goalscertify that the performance goals have
been attainedhrovided, however, that the failure of the subcommittee to be scstituted shall not impair the validity of any borausard
granted by such subcommittee.

(b) It shall be the duty of the Committee to cortdhe general administration of the Plan in accocgawith its provisions. The
Committee shall have the power to interpret thePdad to adopt such rules for the administratisierpretation and application of the Plan
as are consistent therewith and to interpret, anoemevoke any such rules. The Comm/’s
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decisions or actions in respect thereof shall nelosive and binding upon any and all Participamts their beneficiaries, successors and
assigns, and all other persons.

ARTICLE VI
OTHER PROVISIONS

Section 6.1 Term This Plan shall be effective as of January 15208th respect to bonus awards granted on or aéteuary 1, 2005.

Section 6.2 Amendment, Suspension or TerminatidhePlan This Plan does not constitute a promise to payraay be wholly or
partially amended or otherwise modified, susperatedrminated at any time or from time to time bg Board or the Committeprovided,
however, that any such amendment or modification shallgrwith all applicable laws and applicable reqoients for exemption (to the
extent necessary) under Section 162(m) of the Code.

Section 6.3 Approval of Plan by Stockholdethe Plan shall be submitted for the approvahef€ompany’s stockholders at the annual
meeting of stockholders to be held in May 20053himevent that the Plan is not so approved, nodamard shall be payable under the Plan,
and the Plan shall terminate and shall be nulhard in its entirety.

Section 6.4 Bonus Awards and Other PlaNsthing contained in the Plan shall prohibit @@mpany from granting awards or
authorizing other compensation to any Executivec®ffunder any other plan or authority or limit tngthority of the Company to establish
other special awards or incentive compensationsptaaviding for the payment of incentive compermato the Executive Officers.

Section 6.5 Miscellaneous

(a) The Company shall deduct all federal, statelacal taxes required by law to be withheld frony #lonus award paid to a Participant
hereunder.

(b) In no event shall the Company be obligateday to any Participant a bonus award for a Perfoomderiod by reason of the
Company’s payment of a bonus award to such Paatitim any other Performance Period.

(c) The rights of Participants under the Plan shelunfunded and unsecured. Amounts payable uhdd?lan are not and will not be
transferred into a trust or otherwise set asidegpias provided in the MasterCard Internationebtporated Deferral Plan, in the event of a
deferral thereunder. The Company shall not be redub establish any special or separate fund prake any other segregation of assets to
assure the payment of any bonus award under time Pla

(d) Nothing in this Plan or in any instrument exteclipursuant hereto shall confer upon any persgmight to continue in the
employment or other service of the Company, orlgtitdct the right of the Company to terminate ¢éimeployment or other service of any
person at any time with or without cause.



(e) No rights of any Participant to payments of ampounts under the Plan shall be sold, exchangetsferred, assigned, pledged,
hypothecated or otherwise disposed of other thamilbpr by laws of descent and distribution, anty@uch purported sale, exchange,
transfer, assignment, pledge, hypothecation oogisipn shall be void.

(f) Any provision of the Plan that is prohibited umenforceable shall be ineffective to the extdérsuch prohibition or unenforceability
without invalidating the remaining provisions o&tRlan.

(9) The validity, construction, interpretation aadiministration of the Plan and any bonus awardgutiee Plan and of any
determinations or decisions made thereunder, andghts of all persons having or claiming to hawy interest herein or thereunder, shall be
governed by, and determined exclusively in accardamith, the laws of New York (determined withoegjard to its conflict of laws
provisions).



EXHIBIT 15

October 31, 2007

Securities and Exchange Commission
100 F Street, N.E.
Washington, DC 20549

Commissioners:

We are aware that our report dated October 31, a0ur review of interim financial information bfasterCard Incorporated (the
“Company”) for the three and nine months ended &aper 30, 2007 and 2006 and included in the Conipauarterly report on Form 10-Q
for the quarter ended September 30, 2007 is incatpd by reference in the Company’s Registrati@iedtents on Form S-8 dated June 30,
2006, August 9, 2006 and June 15, 2007.

Very truly yours,

PricewaterhouseCoopers LLP



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 notaoriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg 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, amdtife 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 procedoifes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, 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 assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls amdgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

5. The registrant’s other certifying officer(s) alngave 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 cordvelr 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 invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin
Date: October 31, 20C

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




EXHIBIT 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, Chris A. McWilton, certify that:
1. I have reviewed this Quarterly Report on ForrQL6f MasterCard Incorporated;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dméttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg 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, amdtife 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 procedoifes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, 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 assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls amdgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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

5. The registrant’s other certifying officer(s) alngave 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 cordvelr 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 invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin
Date: October 31, 20C

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




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of MastexCkncorporated (the “Company”) on Form @Ofor the period ending September 30, 2
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Robert WWlaBder, 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 requiremenftsection 13 (a) or 15 (d) of the Securities Exg®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. Selander
Robert W. Selande
President and Chief Executive Offic

October 31, 200



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 @Ofor the period ending September 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Chris A.\Mitton, 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 requiremenftsection 13 (a) or 15 (d) of the Securities Exg®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

October 31, 200



