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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, 2008
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 Street
Purchase, NY 10577

(Address of principal executive offices) (Zip Code)

(914) 249-2000

(Registrant’s telephone number, including area code

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

Indicate by check mark whether the registrantle&rge accelerated filer, an accelerated filer, maccelerated filer, or a smaller

reporting company. See the definitions of “largeederated filer”, “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act. (Check One):

Large accelerated fileilx] Accelerated filer O

Non-accelerated filer Smaller reporting company
(do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined by Rule 12b-2 of the Actes O No

As of October 29, 2008, there were 98,385,273 shautstanding of the registrant’s Class A commonlstpar value $.0001 per share,
30,848,778 shares outstanding of the registradis<CB common stock, par value $.0001 per shate1At28 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
Municipal bonds hel-to-maturity
Accounts receivabl
Income taxes receivab
Settlement due from custome
Restricted security deposits held for custon
Prepaid expenst
Deferred income taxe
Other current asse

Total Current Assets
Property, plant and equipment, at cost (less actatedidepreciation of $280,439 and $250,¢
Deferred income taxe
Goodwill
Other intangible assets (less accumulated amadizaf $377,624 and $347,97
Investment securities availa-for-sale, at fair valu
Municipal bonds hel-to-maturity
Prepaid expenst
Other asset

Total Assets

LIABILITIES AND STOCKHOLDERS ' EQUITY

Accounts payabl
Settlement due to custome
Restricted security deposits held for custon
Obligations under litigation settlements (Note
Accrued expense
Shor-term debr
Other current liabilitie:

Total Current Liabilities
Deferred income taxe
Obligations under litigation settlements (Note
Long-term debt
Other liabilities

Total Liabilities
Commitments and Contingencies (Notes 15 and 1
Minority interest
Stockholders Equity

Class A common stock, $.0001 par value; author&680,000,000 shares, 105,125,863 and 91,243,4

shares issued and 98,385,273 and 87,321,541 aditejamespectivel

Class B common stock, $.0001 par value; authorlz2@0,000,000 shares, 30,848,778 and 43,948,778

shares issued and outstanding, respect

Class M common stock, $.0001 par value, authoriz6@0,000 shares, 1,713 and 1,664 shares issuec

outstanding, respective

Additional paic-in capital

Class A treasury stock, at cost, 6,740,590 and13892 shares, respective

Retained earnings (accumulated defi

Accumulated other comprehensive incol
Cumulative foreign currency translation adjustme
Defined benefit pension and other postretiremestqlnet of ta;
Investment securities availa-for-sale, net of ta

Total accumulated other comprehensive inct

Total Stockholders’ Equity

September 30,
2008

December 31,
2007

(In thousands, except share data)

$ 2,071,45  $1,659,29
— 2,561
679,64 1,308,12
154,00( —
610,76( 532,63
256,46 —
625,18t 712,55t
142,35¢ 142,05:
261,33 156,25¢
228,94 44,52t
40,49( 33,73
5,070,64: 4,591,74
299,79 290,20(
654,48 263,14
239,29° 239,62
370,96 320,75t
219,01 —
37,45( 192,48¢
299,66 274,96
81,67( 87,12:
$ 7,272,97  $6,260,04,
$ 224250 $ 252,39
535,96t 604,21
142,35¢ 142,05:
1,569,62: 107,23
1,061,29 1,071,55
149,38( 80,00(
117 ,50: 105,89!
3,800,38: 2,363,34:
76,181 71,27¢
1,243 ,55; 297,20
19,58¢ 149,82:
363,52 346,46
5,503,22. 3,228,11.
4,62 4,62
10 9
4 5
3,309,41: 3,312,38
(1,250,001 (600,53:)
(475,55¢) 37,60¢
197,60: 216,65
(3,139 (3,555)
(13,207 64,65(
181,26: 277,74
1,765,13: 3,027,30




Total Liabilities and Stockholders’ Equity $ 7,272,97! $ 6,260,04.

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

Revenues, ne
Operating Expenses
General and administrati
Advertising and marketin
Litigation settlement
Charitable contributions to the MasterCard Fourude
Depreciation and amortizatic
Total operating expens
Operating income (lost
Other Income (Expense
Investment income, ni
Interest expens
Other income (expense), r
Total other income (expens
Income (loss) before income tax
Income tax expense (benel
Net Income (Loss)

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

Diluted Weighted Average Shares Outstanding (Note):

(UNAUDITED)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2008

2007

2008

2007

(In thousands, except per share data)

$1,338,17! $1,082,85 $3,766,76/ $2,994,91
493,74( 432,84{ 143508  1,262,83
267,46( 264,42! 769,73 711,128
827,50( —  2,476,84 3,40(
— 10,00¢ — 10,00(
28,74 22,27 81,95¢ 71,49(
1,617,44: 72954  4,763,62  2,058,85
(279,269 ~ 353,30:  (996,86)  936,05¢
22,62 146,32 163,08: 219,03¢
(36,319 (16,439 (67,079 (41,969
(71) (87¢) 72,58: 91,26¢
(14,409 129,00 168,58 268,34(
(293,67) 482,30  (828,27) 1,204,390
(100,09) 167,84 (334,910  42274:
$(19358) $ 314,46 $ (493,35) $ 781,65:
$ (149 $ 23 $ (379 $  5.7¢
129,53 135,35 130,34 135,68°
$ (149 $ 231 $ (379 $ 577
129,53 136,22 130,34 136,50:

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 (loss
Adjustments to reconcile net income (loss) to r@esthcprovided by operating activitie
Depreciation and amortizatic
Gain on sale of Redecard S.A. availi-for-sale securitie
Share based payments (Note
Stock units settled in cash for tay
Tax benefit for share based compensa
Impairment of investmen
Accretion of imputed interest on litigation settlents
Deferred income taxe
Other
Changes in operating assets and liabilit
Trading securitie
Accounts receivabl
Income taxes receivab
Settlement due from custome
Prepaid expenst
Other current asse
Prepaid expenses, r-current
Litigation settlement accrua
Accounts payabl
Settlement due to custome
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 investmentrgies availabl-for-sale
Other investing activitie
Net cash provided by investing activiti
Financing Activities
Dividends paic
Cash proceeds from exercise of stock opt
Tax benefit for share based compensa
Payment of det
Purchase of treasury sto
Net cash used in financing activiti
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,

2008

2007

(In thousands)

$ (493,35) $ 781,65
81,95¢ 71,49(
(85,909  (107,04)
44.21" 35,90¢
(66,09%) (11,199
(48,907 (7,59¢)
10,60( —
47,49( 28,24¢
(531,45 (8,170)
9,48: 8,85¢
2,561 7,228
(75,852) (68,655
(256,46¢) —
74,87 (9,499)
(105,88() (32,657
(9,759 (1,375)
(28,887 (19,357
2,361,24: (10,525)
(31,877) (36,109)
(58,44%) (18,03%)
41,91 72,64t
49,11 41 85:
930,58 717,66
(51,25() (59,339
(71,267 (52,327)
(495,60  (2,749,41)
851,98  2,928,34:
(2,229 8,551
231,64 75,81¢
(59,57¢) (53,80%)
9,33t 1,08:
48,90: 7,59€
(80,000 —
(649,46) (277,169
(730,800 (322,289
(19,25%) 31,14¢
412,16. 502,34
1,659,29°  1,185,08!

$2,071,45 $1,687,42

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

Famings  Comprehensi ~Common Shares
(Accumulated Additional
Income, Paid-In Treasury
Total Deficit) net of tax Class # ClassE Capital Stock
(In thousands, except per share data)

Balance at December 31, 2007 $3,027,300 $ 37,69¢ $ 277,74 $ 9 $ 5 $3,312,38¢ $ (600,53)
Net loss (493,35) (493,35) — — — — —
Other comprehensive loss, net of (96,487) — (96,487) — — — —
Cash dividends declared on Class A and

Class B common stock, $0.45 per st (59,22¢) (29,909 — — — (39,329 —
Share based paymel 44,21 — — — — 44,21 —
Stock units settled in cash for tay (66,095 — — — — (66,095 —
Tax benefit for share based compensa 48,90 — — — — 48,90: —
Purchases of treasury stc (649,46%) — — — — — (649,469
Conversion of Class B to Class A comm

stock — — — 1 @ — —
Cash proceeds from exercise of stock

options 9,33t — — — — 9,33t —

Balance at September 30, 20C $1,765,13. $ (47555) $ 18126 $ 1C $ 4 $3,309,41: (1,250,001

MASTERCARD INCORPORATED
CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(UNAUDITED)

Three Months Nine Months
Ended September 30, Ended September 30,
2008 2007 2008 2007
(In thousands)
Net Income (Loss) $(193,58) $314,46. $(493,35) $ 781,65
Other comprehensive income (los
Foreign currency translation adjustme (95,899 46,99¢ (19,049 71,857
Defined benefit pension and postretirement plaasphtax 14C 4 42z 1,725
Unrealized gain (loss) and reclassification adjesttdor realized (gain) loss on
investment securities availa-for-sale, net of ta 1,00¢ 240,86: (77,857 237,96(
Derivatives accounted for as hedges and reclaasdit adjustment, net of t — 48¢ — (499
Other comprehensive income (loss), net of (94,75()  288,35: (96,487) 311,04!
Comprehensive Income (Loss $(288,33) $602,81: $(589,84() $1,092,69:

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 consolidatedidigges, including MasterCard International Inoorated
(“MasterCard International”) and MasterCard Eurgpd (“MasterCard Europe”) (together, “MasterCaad’'the “Company”), provide
transaction processing and related services toess principally in support of their credit, dep@scess (debit), electronic cash and
Automated Teller Machine (“ATM”) payment card pragts, and travelers cheque 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 tetdgoand operations center; it is not an operagintity and has no employees.
Intercompany transactions and balances are eliednatconsolidation. The Company follows accountinigciples generally accepted in the
United States of America.

The balance sheet as of December 31, 2007 wasddrivm the audited consolidated financial statamas of December 31, 2007.
Certain prior period amounts have been reclassifiesbnform to the 2008 presentation. The constdiifinancial statements for the three
and nine months ended September 30, 2008 and 2@0aseof September 30, 2008 are unaudited, aftioginion of management, include
all normal recurring adjustments that are necessapyesent fairly the results for interim perioBsie to seasonal fluctuations and other
factors, the results of operations for the threst@ine months ended September 30, 2008 are no$serdy indicative of the results to be
expected for the full year.

The accompanying unaudited consolidated finant@éments are presented in accordance with theSg¢@&irities 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 Stafeésmerica. Reference should be made to the Master@corporated Annual Report on
Form 10-K for the year ended December 31, 200addiitional disclosures, including a summary of@mmpany’s significant accounting
policies.
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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 (Loss) Per Share (“EPS”)
The components of basic and diluted earnings (lesisyhare are as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Numerator:
Net income (loss $(193,58) $314,46. $(493,35) $781,65:
Denominator:
Basic EPS weighte-average shares outstand 129,53t 135,35 130,34. 135,68
Dilutive stock options and restricted stock ul — 871 — 81F
Diluted EPS weighte-average shares outstand 129,53t 136,22¢ 130,34. 136,50:
Earnings (Loss) per Share
Basic $ (149 $ 232 $ (379 $ 5.7¢
Diluted $ (149 $ 231 $ (379 $ 5.7¢

The calculation of diluted loss per share for eafcthe three and nine month periods ended SepteBih&008 excluded approximately
1,043 restricted stock units, 143 performance stotts and 706 stock options because the effectduzeiantidilutive. All restricted stock
units and stock options were dilutive for the thneenths ended September 30, 2007. The calculatidilubed earnings per share for the nine
months ended September 30, 2007 excluded appreedyn5 stock options because the effect wouldritiglitutive.

Recent Accounting Pronouncementdn June 2008, the Financial Accounting Stand&ulard (“FASB”) issued Staff Position
Emerging Issues Task Force 03-6-1, “Determining iMaielnstruments Granted in Share-Based Payments@ctions Are Participating
Securities” (“FSP EITF 03-6-1"). FSP EITF 03-6-Jué@es entities to allocate earnings to unvestetcamtingently issuable share-based
payment awards that have non-forfeitable righdivadends or dividend equivalents when calculaiRfS and also present both basic EPS
and diluted EPS pursuant to the two-class methedriteed in Statement of Financial Accounting StadsldNo. 128, “Earnings per Share”.
FSP EITF 03-6-1 is effective January 1, 2009 adires retrospective application. The company adibpt FSP EITF 03-6-1 during 2009
and is not able to project its impact on futurespraations of EPS due to the inherent complexitsseciated with projecting future financial
performance. For periods for which EPS has preldosen presented, including full year 2007 andriguao-date and year-to-date periods
for 2008, the company anticipates basic EPS andedilEPS to (decrease)/increase as follows:

Three Nine Three Six Three
Months Months Months Months Months Ended Year
Ended Ended Ended Ended Ended
September 3C September 3C June 30, June 30, March 31, December 31
2008 2008 2008 2008 2008 2007
Earnings (Loss) per Share:
Basic $ 001 % 002 % 00¢ % 001 $ (0.09 $ (0.09)
Diluted $ 001 % 002 % 00¢ % 001 $  (0.0) $ (0.09

8
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

Note 3. Non-Cash Financing Activities

Nine Months Ended
September 30,

2008 2007
Dividends declared but not yet p: $19,70: $20,32]
MasterCard France Acquisitic 20,43: —

On April 1, 2008, the Company and Europay Frantegimted their operating structures in France byifiog a new entity, MasterCard
France (“MCF”). The Company accounted for this s@stion as a 100% acquisition, in accordance \wightérms of the acquisition
agreement, by recording a liability for the preseaitie of the fixed purchase price of 15,000 etodse paid in three years.

On September 9, 2008, the Company’s Board of Direaeclared a quarterly cash dividend of $0.15hare, payable on
November 10, 2008 to holders of record of Clas®mmon stock, par value $.0001 per share “Class A common stock”), and Class B
common stock, par value $.0001 per share (the $®Basommon stock”), on October 10, 2008. The aggregmount payable for this
dividend is $19,697. The difference to the amoanrthe table above relates to the timing of paymehthividends on deferred stock units
issued to members of the Board of Directors. Thataglation and payment of any future dividends tvlat the sole discretion of the Board of
Directors after taking into account various factimsluding the Company’s financial condition, tettent guarantees, operating results,
available cash and anticipated cash needs.

Note 4. Fair Value Measurement

Effective January 1, 2008, the Company adoptect®iant of Financial Accounting Standards (“SFAS”) NI&7, “Fair Value
Measurements” (“SFAS 157”), for assets and liab#itmeasured at fair value on a recurring basid.SSE57 accomplishes the following key
objectives:

» Defines fair value as the price that would be rem@ito sell an asset or paid to transfer a lighititan orderly transaction between
market participants at the measurement c

» Establishes a thr-level hierarchy“Valuation Hierarch”) for fair value measuremen
» Requires consideration of the Comp’s creditworthiness when valuing liabilities; &
» Expands disclosures about instruments measureidr aiiue.

The Valuation Hierarchy is based upon the transmgref inputs to the valuation of an asset or ligbas of the measurement date. A
financial instrument’s categorization within thelWation Hierarchy is based upon the lowest levehpfit that is significant to the fair value
measurement. The three levels of the Valuationdtigdry and the distribution of the Company’s finaheissets within it are as follows:

» Level 1 — inputs to the valuation methodology anetgd prices (unadjusted) for identical assetgoilities in active markets. The
fair values of the Compa’s shor-term bond funds are based on quoted prices antienefore classified as level

» Level 2 — inputs to the valuation methodology imidwquoted prices for similar assets and liabilitieactive markets, and inputs that
are observable for the asset or liability, eitheectly or indirectly, for substantially the fuktm of the financial instrument. The fair
values of the Company’s available-for-sale munichmmnds are based on quoted prices for similartagsective markets and are
therefore classified as level 2. Also includedawdl 2 is the estimated fair value of the Compaifiyfeign exchange forward
contracts, which are based on broker quotes fosdih@e or similar instruments. See Note 19, ForExpghange Risk Management,
for more information

» Level 3 — inputs to the valuation methodology amehservable and significant to the fair value meament. See below for further
discussion of the Compa’s level 3 fair value measurements, including anctade securities* ARS”).

9
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

The Company’s assets carried at fair value onarneg basis are as follows:

Quoted Market

Significant
: : Other Significant
Actil\plgcl\il:\:ﬂets Observable Unobservable Fair Value at
September 3C
Inputs Inputs
(Level 1) (Level 2) (Level 3) 2008

Municipal bondg $ — $576,16¢ $ — $ 576,16t
Taxable sho-term bond fund: 103,45 — — 103,45:
Auction rate securitie — — 219,01! 219,01!
Other 27 9,99: — 10,02(
Total $ 103,47¢ $586,15¢ $ 219,01! $ 908,65:

1 Available-for-sale municipal bonds are carriedaat ¥alue and are included in this table. Howeteid-to-maturity municipal bonds are
carried at amortized cost and are excluded frontahle.

Certain financial instruments are carried at costi@ consolidated balance sheets, which approgihfair value as of September 30,
2008 due to their short-term, highly liquid natuf@ese instruments include cash and cash equigakectounts receivable, settlement due
from customers, restricted security deposits heldfistomers, prepaid expenses, accounts payalilensent due to customers and accrued
expenses.

The Company holds investments in ARS. Interestesd securities is exempt from U.S. federal inctameand the interest rate on the
securities typically resets every 35 days. The sesi are fully collateralized by student loanghwguarantees, ranging from approximately
95% to 98% of principal and interest, by the U.@&@ynment, via the Department of Education. Théethblow summarizes the maturity
ranges of the ARS portfolio, based on relativevadne, as of September 30, 2008:

Par Amount % of Total Maturity (years)
$ 4,00C 2% 0-10
38,10( 16% 11-20
137,60( 56% 21-30
63,65( 26% > 30

Beginning on February 11, 2008, the auction meamarhat normally provided liquidity to the ARS isiments began to fail. Since
mid-February 2008, all ARS investments in the Conysmportfolio have experienced failed auctionse Becurities for which auctions have
failed have continued to pay interest in accordamitie the contractual terms of such instruments\aitidcontinue to accrue interest and be
auctioned at each respective reset date untilubtoam succeeds, the issuer redeems the secuittegy mature. No ARS were sold or called
by the issuer at less than par value during theetbr nine months ended September 30, 2008. Dihe tack of liquidity, the Company
reclassified its ARS portfolio from short-term deaie-for-sale to long-term available-for-sale istreent securities as of March 31, 2008.

As of September 30, 2008, the ARS market remailtigdid but there had been some call and redemaivity in the ARS student
loan sector. Due to the continued lack of liquiditthe ARS market, the Company has determinecttieetair value of the ARS does not
approximate par value. Accordingly, the Companyntaaned a 10% discount to the par value of the gBSfolio and the temporary
impairment within accumulated other comprehensieeine. The 10% discount on the ARS par value r&flibe Company’s assessment of
fair value based on the income approach, as sbtifoSFAS 157. The income approach included aodisted cash flow analysis of the
estimated future cash flows for the ARS portfoléoch September 30, 2008.

10
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MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) - Continued
(In thousands, except per share and percent data)

In determining whether the decline in value of &RS investments was other-than-temporary, the Compansidered several factors
including, but not limited to, the following: (1h¢ reasons for the decline in value (credit evietgrest related or market fluctuations);
(2) MasterCards ability and intent to hold the investments fauéficient period of time to allow for recovery wélue; (3) whether the declii
is substantial; and (4) the historical and antitgdaluration of the events causing the declinealnes The evaluation for other-than-temporary
impairments is a quantitative and qualitative psscevhich is subject to various risks and uncetitgsgn The risks and uncertainties include
changes in the credit quality of the securitiegnges in liquidity as a result of normal market hsadsms or issuer calls of the securities, and
the effects of changes in interest rates. The Cognpas the intent and ability to hold its ARS inwesnts until recovery of fair value, which
may be maturity or earlier if called, and therefdoes not consider these unrealized losses tohee-titan-temporary.

The ARS investments have been classified withiell8vas their valuation requires substantial judgnaad estimation of factors that
are not currently observable in the market duéédack of trading in the securities. This valuatinay be revised in future periods as market
conditions evolve.

In October 2008, the FASB issued Staff Position-25™etermining the Fair Value of a Financial As®¥¢hen the Market for That
Asset Is Not Active”, ("FSP SFAS 157-3"). FSP SFA%/-3 provides guidance on how management's irfteasa flow and discount rate
assumptions should be considered when measuringdiaie when relevant observable data does nat, éxis/ observable market informati
in a market that is not active should be considereen measuring fair value and how the use of mayletes should be considered when
assessing the relevance of observable and unobseata available to measure fair value. The Compas incorporated the considerations
of FSP SFAS 157-3 in its assessment of the fairevaf its ARS as of September 30, 2008.

The table below includes a roll-forward of the C@anp's ARS investments from January 1, 2008 to $epéz 30, 2008, and a
reclassification of these investments from leved Rvel 3 in the Valuation Hierarchy. When a detiration is made to classify a financial
instrument within level 3, the determination is &sipon the significance of the unobservable paterméo the overall fair value
measurement. However, the fair value determindtiotevel 3 financial instruments may include olvsdnle components.

Significant Significant
Other Unobservable
Observable
Inputs Inputs
(Level 2) (Level 3)
Fair value January 1, 20! $ 348,00( $ —
Purchase 321,55( —
Sales, January— March 31, 200¢ (420,400 —
Transfers in (out (249,15() 249,15(
Sales, April 1- June 30, 200 — (50
Calls, July 1- September 30, 20( (5,750
Unrealized losses — (24,339 1
Fair value September 30, 20 $ — $ 219,01!

1 Unrealized losses on available-for-sale securitresrecorded as a separate component of other ebemive income (loss) on the
consolidated statements of comprehensive inconss)(lo
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In February 2008, the FASB issued Staff Position-28“FSP 157-2"). FSP 157-2 permits delayed adwoptif SFAS 157 for certain
non-financial assets and liabilities, which are maognized at fair value on a recurring basisi fiatal years and interim periods beginning
after November 15, 2008. As permitted by FSP 15 Company has elected to delay the adoptiorr8SS157 for qualifying norfinancial
assets and liabilities, such as property, planteapndpment, goodwill and intangible assets. The Gamy is in the process of evaluating the
impact, if any, that the application of SFAS 15%he Company’s non-financial assets will have ean@mpany’s consolidated results of
operations or financial position.

Also effective January 1, 2008, the Company adoffeflS No. 159 “The Fair Value Option for Finanddasets and Financial
Liabilities Including an Amendment of FASB StaterhBio. 115” (“SFAS 159”). SFAS 159 permits entitteschoose to measure many
financial instruments and certain other items aitalue. Election of the fair value option is waeable and is applied on a contract-by-
contract basis. The Company has elected not ty abelfair value option to its eligible financiadsets and liabilities, and accordingly, the
adoption of SFAS 159 had no financial statementichp

Note 5. Prepaid Expenses
Prepaid expenses consisted of the following:

September 3C December 31
2008 2007

Customer and merchant incenti\ $ 397,32 $ 357,76:
Income taxe: 78,42¢ —
Advertising 36,45¢ 33,60:
Other 48,79: 39,85¢
Total prepaid expensi 560,99¢ 431,22(
Prepaid expenses, curre (261,33¢) (156,259
Prepaid expenses, Ic-term $ 299,66: $ 274,96.

Prepaid customer and merchant incentives repr@sgmbients made to customers and merchants undeekssigreements.

Note 6. Other Assets
Other assets consisted of the following:

September 3C December 31

2008 2007

Customer and merchant incenti $ 71,01 $ 70,04:
Cash surrender value of keyman life insura 21,71; 23,957
Cost and equity method investme 12,56: 8,28¢
Other 16,86¢ 18,56¢
Total other assel 122,16( 120,85!
Other assets, curre (40,490 (33,739
Other assets, lor-term $ 81,67( $ 87,12

Certain customer and merchant business agreenravislgpa bonus for entering into the agreemeno#September 30, 2008 and
December 31, 2007, other assets included paymebts mmade for these bonuses and the related tyawitis included in accrued expenses.
The bonus is amortized over the life of the agradm@nce the payment is made, the liability isenedid and the other asset is reclassified to a
prepaid expense.
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Note 7. Other Intangible Assets

The following table sets forth net intangible assether than goodwiill:

September 30, 2008 December 31, 2007
Gross Accumulated Net Gross Accumulated Net
Carrying Carrying Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
Amortized intangible assel
Capitalized softwar $489,51¢ $(348,07) $141,44. $422,73¢ $(319,06) $103,67.
Trademarks and tradenan 25,10: (23,577 1,52t 25,25¢ (22,609 2,65(
Customer relationshiy 16,87( (422 16,44¢ — — —
Other 6,304 (5,550 754 6,304 (6,307) 3
Total 537,79 (377,629 160,17(  454,30: (347,97) 106,32!
Unamortized intangible asse
Customer relationshiy 210,79: — 210,79:  214,43. — 214,43:
Total $748,58¢ $(377,62) $370,96: $668,73' $(347,97) $320,75¢

Additions to capitalized software primarily inclugigernal projects associated with system enhanotsvaand infrastructure
improvements adjusted for the translation of cdipid software denominated in a foreign currencyoftizable trademarks and tradenames,
amortizable customer relationships and unamortizabstomer relationships include assets which @neminated in a foreign currency. As
such, a component of the net change in these iii@nassets is attributable to foreign currencpgtation. In particular, unamortizable
customer relationships decreased $3,639 as of lBbpte30, 2008 versus December 31, 2007 since #sssts relate to the acquisition of
Europay International S.A. on June 28, 2002 anckthee are denominated in euros.

On April 1, 2008, the Company and Europay Frantegimted their operating structures by formingw eatity, MCF, which resulted
in the Company recording $18,443 of amortizabldaarusr relationships. Amortizable customer relatiops are being amortized on a strai
line basis over 20 years. These amortizable custosfegionships decreased $1,573 to $16,870 asmtetber 30, 2008 since they are
denominated in euros.

Amortization and impairment expense on the asseiseaamounted to the following:

Three Months Nine Months
Ended September 30, Ended September 30,
2008 2007 2008 2007
Amortization $14,18¢ $11,63( $38,79( $36,08(
Impairment — — 49¢ 217

During the nine months ended September 30, 200&imment charges of $498 were recorded primarilgoinnection with decisions to
discontinue the use of various technologies indudecapitalized software. The Company performedhgrairment analysis on the related
technology and estimated the fair value at zeredas expectations that use of the underlying telclyy will be discontinued. Impairment
charges are recorded in general and administratigense on the consolidated statements of opesation

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

The remainder of 200 $14,13¢
2009 53,65t
2010 40,84¢
2011 22,11
2012 and thereaftt 29,42
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Note 8. Pension Plans

The Company maintains a noncontributory, qualifabefined benefit pension plan (the “Qualified Plawith a cash balance feature
covering substantially all of its U.S. employeeastibefore July 1, 2007. Additionally, the Compé&@ag an unfunded nonqualified
supplemental executive retirement plan that pravichrtain key employees with supplemental retirgrbenefits in excess of limits imposed
on qualified plans by U.S. tax laws. For both plaret periodic pension cost was as follows:

Three Months Nine Months
Ended September 30, Ended September 30,
2008 2007 2008 2007
Service cos $ 4,99¢ $4,717 $ 14,98¢ $ 14,15(
Interest cos 3,40¢ 3,04¢ 10,22¢ 9,14:
Expected return on plan ass (4,009) (4,09)) (12,027 (12,275
Amortization:
Actuarial loss 41¢ — 1,25¢ —
Prior service cred| (582 (58) (1,746 (172
Net periodic pension co $ 4,238 $ 3,61¢ $12,70( $ 10,84¢

The funded status of the Qualified Plan exceedednmim funding requirements at September 30, 2008URnt to the requirements of
the Pension Protection Act of 2006, the Companyndichave a mandatory contribution to the Qualifééan in 2008. However, the Company
did make a voluntary contribution to the Qualifieldn of $21,500 in September 2008. No contributivase made during the nine months
ended September 30, 2007.

Note 9. Postretirement Health and Life Insurance Beefits

The Company maintains a postretirement plan (thstiiétirement Plan”) providing health coverage Bfiednsurance benefits for
substantially all of its U.S. employees and resirbeed before July 1, 2007. Net periodic posteetient benefit cost was as follows:

Three Months Nine Months
Ended September 30, Ended September 30,
2008 2007 2008 2007
Service cos $ 487 $ 58¢ $ 1,462 $ 1,76¢
Interest cos 822 84¢ 2,46¢€ 2,544
Amortization:
Actuarial gain (129 — (38¢) —
Transition obligatior 53 54 16C 16C
Net periodic postretirement benefit ¢ $1,23¢ $1,49( $ 3,70: $ 4,47(

The Company does not make any contributions tBatstretirement Plan other than funding benefit payis
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Note 10. Accrued Expenses
Accrued expenses consisted of the following:

September 3C December 31
2008 2007

Customer and merchant incenti $ 517,10: $ 497,28
Personnel cost 247,59: 296,03:
Advertising 120,18t 160,23:
Income taxe: 63,257 10,02¢
Other 113,15¢ 107,98!
Total $1,061,29 $1,071,55

Note 11. Debt

On April 28, 2008, the Company extended its coneditinsecured revolving credit facility, dated as\pfil 28, 2006 (the “Credit
Facility”), for an additional year. The new expicat date of the Credit Facility is April 26, 201lhe available funding under the Credit
Facility will remain at $2,500,000 through April 22010 and then decrease to $2,000,000 duringribkyfear of the Credit Facility
agreement. Other terms and conditions in the CFeditlity remain unchanged. The Company'’s optioretjuest that each lender under the
Credit Facility extend its commitment was provigaeasuant to the original terms of the Credit Facigreement. MasterCard was in
compliance with the covenants of the Credit Facdind had no borrowings under the Credit Facilitgeptember 30, 2008 or December 31,
2007. The majority of Credit Facility lenders atstomers or affiliates of customers of MasterCatdrhational.

In June 1998, the Company issued $80,000 of tenyresecured, subordinated notes paying a fixeddsateate of 6.67% per annum.
The Company repaid the principal amount of $80,8I08 accrued interest of $2,668 on June 30, 208&uput to the terms of such notes.

On August 31, 1999, MasterCard International extér® a ten-year synthetic lease agreement féolzaytechnology and operations
center located in O’Fallon, Missouri, called Wingha. The lessor under the lease agreement is NGastkinternational O’Fallon 1999 Trust
(the “Trust”). The Trust, which is a variable irgst entity, was established for a single discratpgse, is not an operating entity, has a
limited life and has no employees. The Trust fireththe operations center through a combinationtbird-party equity investment in the
amount of $4,620 and the issuance of 7.36 percanmsSA Senior Secured Notes (the “Secured Notagf)e amount of $149,380 and due
September 1, 2009. On August 29, 2008, MasterCatitied the equity investor and holders of the SeduNotes of its intent to repay the
obligations issued through the Trust. The repayroéaggregate outstanding principal and accruextést on the Secured Notes will occut
March 1, 2009. MasterCard was in compliance withabvenants of the Secured Notes at Septembef88, th addition, on August 29,
2008 MasterCard exercised its option to extendehse agreement for one additional ten-year term.
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Note 12. Litigation Settlements

On October 27, 2008, MasterCard and Visa Inc. @Vigntered into a settlement agreement (the “Risc&ettlement”) with Discover
Financial Services, Inc. (“Discover”) relating twetU.S. federal antitrust litigation amongst theipa. The Discover Settlement ended all
litigation between the parties for a total of $2;0. In July 2008, MasterCard and Visa had edten® a judgment sharing agreement that
allocated responsibility for any judgment or settémt of the Discover action between the partiesofdingly, the MasterCard share of the
Discover Settlement is $862,500, which will be pmidiscover in November 2008. In addition, in ceation with the Discover Settlement,
Morgan Stanley, Discover's former parent compagyeead to pay MasterCard $35,000 in November 200&uant to a separate agreement.
This receivable from Morgan Stanley is include@atounts receivable at September 30, 2008. Thienpeict of $827,500 is included in
litigation settlements in the three and nine momthded September 30, 2008.

On June 24, 2008, MasterCard entered into a settieagreement (the “American Express Settlemeritt) merican Express
Company (“American Express”) relating to the U &ldral antitrust litigation between MasterCard Anterican Express. The American
Express Settlement ended all existing litigatiotween MasterCard and American Express. Under thestef the American Express
Settlement, MasterCard is obligated to make 12tgtgmpayments of up to $150,000 per quarter begmm the third quarter of 2008.
MasterCard’s maximum nominal payments will totaJ88D,000. The amount of each quarterly paymerndigimgent on the performance of
American Express’s U.S. Global Network Servicesrmes. The quarterly payments will be in an ameuguial to 15% of American Express’
U.S. Global Network Services billings during theacfer, up to a maximum of $150,000 per quartehdfyever, the payment for any quarter
is less than $150,000, the maximum payment foresylent quarters will be increased by the differdreteveen $150,000 and the lesser
amount that was paid in any quarter in which tlvems a shortfall. MasterCard assumes American Egpisachieve these financial hurdls
MasterCard recorded the present value of $1,8004095.75% discount rate, or $1,649,345 in JOU82

In 2003, MasterCard entered into a settlement ageae(the “U.S. Merchant Lawsuit Settlement”) rethto the U.S. merchant lawsuit
described under the caption “U.S. Merchant and Qmes Litigations” in Note 17 and contract disputéth certain customers. Under the
terms of the U.S. Merchant Lawsuit Settlement,Goenpany is required to pay $125,000 in 2003 and®DD annually each December from
2004 through 2012. In addition, in 2003, severhkotawsuits were initiated by merchants who opteto participate in the plaintiff class in
the U.S. merchant lawsuit. The “opt-out” merchawtduits were not covered by the terms of the U.&.clant Lawsuit Settlement and all
have been individually settled.

The Company recorded liabilities for certain litiga settlements in prior periods. Total liabilgiéor litigation settlements changed
during the nine months ended September 30, 2068laws:

Balance as of December 31, 2( $ 404,43t
Provision for Discover Settleme 862,50(
Provision for American Express Settlem 1,649,34!
Interest accretion on U.S. Merchant Lawsuit Settet 24,41:
Interest accretion on American Express Settler 23,06(
Payments on American Express Settlen (150,000
Other payments and accreti (579
Balance as of September 30, 2( $2,813,17.

See Note 17 for additional discussion regardingdbmpany’s legal proceedings.
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Note 13. Share Based Payment and Other Benefits

On March 1, 2008, the Company granted approxima&@lyperformance units, 131 stock options and Ricesd stock units under the
MasterCard Incorporated 2006 Long-Term IncentianRtLTIP"). The fair value of the performance units and redstock units, based
the closing price of the Class A common stock,yzdne $.0001, on the New York Stock Exchange ordtite of grant, was $190.00. The fair
value of the stock options estimated on the datgarit using a Black-Scholes option pricing modasw78.54. The performance units and
restricted stock units will primarily vest on Felry 28, 2011. The stock options vest ratably owar fears and expire ten years from the
of grant. Compensation expense is recorded nettmhated forfeitures over the shorter of the veggiariod or the date the individual
becomes eligible to retire under the LTIP. The Campuses the straight-line method of attributionefopensing equity awards. With regard
to the performance units, the ultimate number afaf to be received by the employee upon vestitigpavdetermined by the Company’s
performance against predetermined net income (hivds weighting) and operating margin (one-thirdgiéing) goals for the three-year
period commencing January 1, 2008. Estimates qustad as appropriate. No significant grants uride L TIP were made subsequent to
March 1, 2008.

Note 14. Stockholders’ Equity
Class B Common Stock Conversion

In February 2008, the Company’s Board of Directurthorized the conversion and sale or transfepabul 3,100 shares of Class B
common stock into shares of Class A common statkldy 2008, the Company implemented and completzhgersion program in which
all of the 13,100 authorized shares of Class B comatock were converted into an equal number afeshaf Class A common stock and
subsequently sold or transferred by participatiogiérs of Class B common stock to public investors.

Stock Repurchase Program

During 2008, the Company repurchased approxim&@y9 shares of Class A common stock at a coss49,868, completing its
aggregate authorized share repurchase program28®&000. The Company records the repurchase eéslohcommon stock at cost based
on the settlement date of the transaction. Theseestare classified as treasury stock, which églaation to stockholders’ equity. Treasury
stock is included in authorized and issued shanesxcluded from outstanding shares.
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Note 15. Commitments

The future minimum payments under non-cancelalalsds for office buildings and equipment, sponspsshicensing and other
agreements at September 30, 2008 were as follows:

Sponsorship

Licensing

Capital Operating and

Total Leases Leases Other
The remainder of 200 $213,39: $ 3,55¢ $ 11,30( $ 198,54:
2009 226,18: 6,751 34,93 184,49:
2010 134,94! 2,75¢ 16,87¢ 115,31
2011 78,05¢ 1,97¢ 10,64 65,43¢
2012 59,79¢ 1,81¢ 8,861 49,11¢
Thereatftel 72,15¢ 36,83 26,56¢ 8,754
Total $784,53° $53,70: $109,18: $ 621,65:

Included in the table above are capital leases wiffuted interest expense of $9,527 and a net preséue of minimum lease payme
of $44,175. In addition, at September 30, 2008,&55 of the future minimum payments in the tablevabfor operating leases, sponsorship,
licensing and other agreements was accrued. Cdasedi rental expense for the Company’s office spaxeapproximately $11,533 and
$8,974 for the three months ended September 3@ 200 2007, respectively, and $31,868 and $26,408é nine months ended
September 30, 2008 and 2007, respectively. Coraelidease expense for automobiles, computer egmpamnd office equipment was
$1,499 and $2,057 for the three months ended Ségted®d, 2008 and 2007, respectively, and $5,8325&B35 for the nine months ended
September 30, 2008 and 2007, respectively.

Note 16. Income Taxes

The effective income tax rates were a 34.1% benafita 34.8% expense for the three months endddrSleer 30, 2008 and 2007,
respectively, and a 40.4% benefit and a 35.1% esgéor the nine months ended September 30, 2002@01 respectively. The decrease in
the effective tax rate in the three months endqude®eber 30, 2008 versus the comparable period0@ 2@as primarily due to the tax benefit
related to the charge for the Discover Settlemaantjally offset by a tax charge in the three msrghded September 30, 2008 for the
remeasurement of deferred tax assets as a resutttinge in the Company’s estimated effective stat rate. As a result of the
remeasurement, the Company’s deferred tax asse¢sraduced by $20,100 with a corresponding incregaseome tax expense. The
increase in the effective tax rate in the nine memnded September 30, 2008 versus the compaiidel jin 2007 was primarily due to the
tax benefits related to the charges for the Disc®attlement and the American Express Settlemeantigfly offset by the tax charge in the
three months ended September 30, 2008 for the mmezaent of deferred tax assets. The effect ofllaeges significantly changed the
geographic distribution of pre-tax income (losenfrjurisdictions with lower tax rates to those whtilgher tax rates.

In addition, the charge for the Discover Settlemestorded in September 2008, will be deductibted® purposes in 2008 when the
payment is made. Accordingly, an income tax reftgmbivable has been recorded for $256,469 relatétetrecovery of estimated tax
payments made previously in 2008.

18



Table of Contents

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

Note 17. Legal and Regulatory Proceedings

MasterCard is a party to legal and regulatory pedaggs with respect to a variety of matters indhdinary course of business. Some of
these proceedings involve complex claims that abgest to substantial uncertainties and unasceiééndamages. Therefore, the probability
of loss and an estimation of damages are not gedsilascertain at present. Accordingly, MasterQeasl not established reserves for any of
these proceedings. MasterCard has recorded liabifibr certain legal proceedings which have betthesl through contractual agreements.
Except for those matters described below, Mastet@aes not believe that any legal or regulatorgeedings to which it is a party would
have a material impact on its results of operatiinancial position, or cash flows. Although Ma€lard believes that it has strong defenses
for the litigations and regulatory proceedings diégd below, it could in the future incur judgmentsfines, enter into settlements of claim
be required to change its business practices irswet could have a material adverse effect orestslts of operations, financial position or
cash flows. Notwithstanding MasterCard’s beliefttie event it were found liable in a large classeadawsuit or on the basis of a claim
entitling the plaintiff to treble damages or undéiich it were jointly and severally liable, chargesay be required to record could be
significant and could materially and adversely effies results of operations, cash flow and finahcondition, or, in certain circumstances,
even cause MasterCard to become insolvent. Moreamesdverse outcome in a regulatory proceedinfflgesult in fines and/or lead to the
filing of civil damage claims and possibly resultdamage awards in amounts that could be signifimath could materially and adversely
affect the Company’s results of operations, caslvgland financial condition.

Department of Justice Antitrust Litigation and Related Private Litigations

In October 1998, the U.S. Department of JusticedJD filed suit against MasterCard Internationalka/U.S.A., Inc. and Visa
International Corp. in the U.S. District Court tbe Southern District of New York alleging that bhéflasterCard’s and Visa's governance
structure and policies violated U.S. federal amsitlaws. First, the DOJ claimed that “dual goveoei—the situation where a financial
institution has a representative on the board refotbrs of MasterCard or Visa while a portion sfdéard portfolio is issued under the brand of
the other association—was anti-competitive anddatidimit innovation within the payment card inthys Second, the DOJ challenged
MasterCard’s Competitive Programs Policy (“CPP")l @nVisa bylaw provision that prohibited finandiadtitutions participating in the
respective associations from issuing competing qetgry payment cards (such as American Expre&ismover). The DOJ alleged that
MasterCard’s CPP and Visa's bylaw provision actetestrain competition.

On October 9, 2001, District Court judge Barbanmae¥nissued an opinion upholding the legality amdqumpetitive nature of dual
governance. However, the judge also held that M@stel’'s CPP and the Visa bylaw constituted unlawdstraints of trade under the federal
antitrust laws. On November 26, 2001, the judgeddsa final judgment that ordered MasterCard teaethe CPP insofar as it applies to
issuers and enjoined MasterCard from enacting fareing any bylaw, rule, policy or practice thabhibits its issuers from issuing general
purpose credit or debit cards in the United Stateany other general purpose card network. Ther®8e€ircuit upheld the final judgment a
the Supreme Court denied certiorari. The partiesejthat October 15, 2004 would serve as theteféedate of the final judgment. The fir
judgment also provided for a t-year period of rescission rights for an issuegnter into an agreement with American Express sc@ier.

On September 18, 2003, MasterCard filed a motidarbehe District Court judge in the DOJ case segho enjoin Visa from enforcir
a newly-enacted bylaw requiring Visa’s 100 lardgsstiers of debit cards in the United States togpag-called “settlement service” fee if they
reduce their Visa debit volume by more than 10%s Blylaw was later modified to clarify that thetianhent service fee would only be
imposed if an issuer shifted its portfolio of detdirds to MasterCard. Visa implemented this bylaswigion following the settlement of the
U.S. merchant lawsuit described under the headih§.“Merchant and Consumer Litigations” below. MaSard believes that this bylaw is
punitive and violates the final judgment in the Difidation, which enjoins Visa and MasterCard fremacting, maintaining, or enforcing
bylaw or policy that prohibits issuers from issugpgneral purpose cards or debit cards in the UiSitates on any other general purpose card
network. On July 7, 2006, a special master appoibtethe District Court to conduct an evidentiaeaking issued a report and
recommendation to the District Court finding tHa tontinuation of Visa’s settlement service faerahe effective date of the final judgment
on October 15, 2004 violated the final judgment.JOne 7, 2007, the District Court judge issued@inion and order agreeing with the
special master’s finding that the SSF violatedfih& judgment in the DOJ
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litigation. The Court’s order requires Visa to rapthe SSF and also permits any of Visa’s largeétdebit issuers who entered into an
agreement relating to debit card issuance with Visée the SSF was in place to terminate its agmmwith Visa in order to enter into an
agreement with MasterCard to issue MasterCard-lechdebit cards. On June 13, 2007, MasterCard agal &fitered into an agreement to
extend the statute of limitations on the time MeBted has to file potential claims that MasterQaualy have against Visa in connection with
the SSF. On June 29, 2007, Visa filed a noticgppkal with the Second Circuit. Briefing on Visajgpaal was completed on November 21,
2007. On July 29, 2008, in connection with the exien of the judgment sharing agreement in the @isc litigation described below, and as
separate consideration to MasterCard reflecteddratiocation provisions of that agreement, Visaead to dismiss its appeal and MasterCard
released any potential claims that it may haveregaiisa in connection with the SSF.

On February 25, 2008, the Antitrust Division of th@J issued a Civil Investigative Demand (“ClR8)MasterCard seeking informati
regarding a potential violation of the final judgmén the DOJ litigation discussed in the precegiagagraphs. The CID seeks documents,
data and narrative responses to several interrggatml document requests which focus on whethdy tamination and waiver provisions in
agreements between MasterCard and issuers vibai@®J final judgment. MasterCard is cooperatinipwhie DOJ in connection with the
CID.

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 tged@rbara Jones, the same judge who issued thel&@sion described above. In an
amended complaint filed on January 7, 2005, Discalleged that the implementation and enforceméMasterCard’s CPP, Visa’'s bylaw
provision and the Honor All Cards rule violated &&ts 1 and 2 of the Sherman Act in an alleged etdik general purpose card network
services and an alleged market for debit card né&taervices. Specifically, Discover claimed thatdt#aCard’'s CPP unreasonably restrained
trade by prohibiting financial institutions who veemembers of MasterCard from issuing payment aamdse Discover network. Discover
requested that the District Court apply collatestbppel with respect to its final judgment in B@J litigation and enter an order that the (
and Visa's bylaw provision have injured competitaomd caused injury to Discover. Under the doctaheollateral estoppel, a court has the
discretion to preclude one or more issues fromgpggtitigated in a subsequent action but onlylj: those issues are identical to issues
actually litigated and determined in the prior anti(2) proof of those issues were necessary thrite prior judgment, and (3) the party tc
estopped had a full and fair opportunity to litigéhose issues in the prior action. Accordinglyhé District Court were to give effect to
collateral estoppel on one or more issues in theduthen significant elements of plaintiff’'s efes would be established, thereby making it
more likely that MasterCard would be found liabtelanaking the possibility of an award of damages thuch more likely. In the event all
issues are subsequently decided against MastenCdishositive motions during the course of thigiition, then there is the possibility that
the sole issue remaining will be whether a damaggadis appropriate and, if so, what the amoumtashages should be. Discover sought
treble damages in an amount to be proved at toabawith attorneys’ fees and costs. On Februa®0D5, MasterCard moved to dismiss
Discover’'s amended complaint in its entirety fdahfie to state a claim. In a series of rulings, Ehstrict Court denied most aspects of
MasterCard’s motion to dismiss although it did dissyDiscover’s Section 2 monopolization and attesdphonopolization claims against
MasterCard. On April 14, 2005, the District Couenied, at that stage in the litigation, Discove€quest to give collateral estoppel effect to
the findings in the DOJ litigation. However, thesBict Court indicated that Discover could refilenation for collateral estoppel after
discovery. On June 7, 2007, Discover filed a se@ndnded complaint that mirrored the claims imiteended complaint but deleted
allegations relating to MasterCard’s Honor All Cardle as well as Discover’s Section 2 monopolaratind attempted monopolization
claims against MasterCard based upon the couits gismissal of those claims. Fact discovery wampleted on May 31, 2007. Discover
submitted expert reports purporting to demonstiaéit had incurred damages in excess of $6,000h@fore trebling. MasterCard submitted
expert reports countering the damages argumente mdiscover’s reports and concluding that damagesegative. On February 15, 2008,
MasterCard and Visa moved for summary judgment véfipect to all, or in the alternative, portiondidcover’s claims. Also on
February 15, 2008, Discover filed a motion for suamyrjudgment seeking collateral estoppel with respeits Section 1 claims against
MasterCard, as well as an order precluding Master@am litigating certain issues Discover contemdse tried in the underlying DOJ
litigation. Briefing on these motions was completedApril 25, 2008. On August 20, 2008, the Cosstied its ruling on the summary
judgment motions. The Court: (i) granted Discc('s collateral estoppel motion with respect to madefinition, market power, consumer
injury and
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injury to Discover, thus giving collateral estoppéfiect to these determinations at trial; (ii) geghMasterCard’s summary judgment motion
with respect to Discover’s claim of an inter-asation conspiracy between MasterCard and Visa asmidsed such claim; (iii) granted
MasterCard’s summary judgment motion with resped@iscover’s debit-related claims against MastedGard dismissed such claims; and
(iv) granted Visa's summary judgment motions wigspect to Discoves’debit monopolization claims against Visa and @ised such claim
The court otherwise denied all other aspects optrdes’ summary judgment motions. Trial was scihedito commence on October 14,
2008. In response to MasterCard’s and Visa’s reaguen April 18, 2008, the District Court orderetb@ver, MasterCard and Visa to confer
and stipulate to a process that would govern abioding mediation of the litigation. On July 29,08) MasterCard and Visa entered into a
judgment sharing agreement that provided for thmenment of certain costs and liabilities whMlasterCard and Visa might incur, join
and/or severally, in the event of an adverse judgroesettlement in the Discover litigation. Thegment sharing agreement provided that
Visa would be responsible for the substantial nigj@f any judgment or settlement in the litigatidorased primarily on relevant volumes. On
October 27, 2008, MasterCard and Visa enteredargettlement agreement with Discover, endingtégidiion between the parties for a total
of $2,750,000. The MasterCard share of the settignie be paid to Discover in November 2008, isZB60. In addition, in connection with
the Discover Settlement and pursuant to a sepagaez=ment, Morgan Stanley, Discover's former paremipany, agreed to pay MasterCard
$35,000 in November 2008.

On November 15, 2004, American Express filed a dampagainst MasterCard, Visa and eight membek$ancluding JPMorgan
Chase & Co., Bank of America Corp., Capital OneaRirial Corp., U.S. Bancorp, Household Internatidnal, Wells Fargo & Co., Providian
Financial Corp. and USAA Federal Savings Bank. BemvJune 2005 and December 2005, USAA Federal @aBiank, Bank of America
Corp. and Household International Inc. announcétesgents with American Express and were dismi$sad the case. The complaint,
which was filed in the U.S. District Court for tB®uthern District of New York, was designated aslated case to the DOJ litigation and
assigned to Judge Jones. The complaint allegeshianplementation and enforcement of MasterCatdP® and Visa's bylaw provision
violated Sections 1 and 2 of the Sherman Act ialleged market for general purpose card netwonises and a market for debit card
network services. Specifically, American Expressrokd that MasterCard’s CPP unreasonably restraiadd by prohibiting financial
institutions who were members of MasterCard froswiilsg payment cards on the American Express networnerican Express sought treble
damages in an amount to be proved at trial, alatly attorneys’ fees and costs. In November 2008a\4nd the remaining bank defendants
reached a settlement with American Express and disreissed from the case. On June 24, 2008, Maatdréhtered into a settlement
agreement with American Express to resolve allentrlitigation between American Express and Masaed(Cfollowing which Judge Jones
dismissed the case without prejudice, pendingpayiment. Under the terms of the settlement agreermtasterCard is obligated to make
twelve quarterly payments of up to $150,000 pertgudeginning in the third quarter of 2008, whidasterCard commenced paying on
September 15, 2008. See Note 12 for additionaldson. MasterCard’'s maximum nominal paymentstaidl $1,800,000. The amount of
each quarterly payment is contingent on the perfmoe of American Express’ U.S. Global Network Smgibusiness. The quarterly
payments will be in an amount equal to 15% of AcaariExpress’s U.S. Global Network Services billidgsing the quarter, up to a
maximum of $150,000 per quarter. If, however, thgment for any quarter is less than $150,000, theimrum payment for subsequent
quarters will be increased by the difference betw&E>0,000 and the lesser amount that was paidyigaarter in which there was a shortt
MasterCard assumes American Express will achiessetfinancial hurdles. Total future payments distedi at 5.75% over the payment te
or $1,649,345, are reflected on MasterCard’s Statgmof Operations as a litigation settlement fer tine months ended September 30, 2008.

Currency Conversion Litigations

MasterCard International, together with Visa U.SJAc. 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 ¥#@dholders involving the purchase of goods orises in a foreign country, and that st
alleged “fee” is unlawful. This action, titled Schwz v. Visa Int’l Corp., et al., was brought iretBuperior Court of California in February
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 rimight in connection with currency
conversions relating to credit card purchase tretimas made in foreign countries and is not prgpdisclosed to cardholders. MasterCard
denies these allegations.
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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 traditiontita@nd claims process in which consumers haveoappately nine months to submit
their claims. The court issued its final judgmentQ@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 begxpidlly by MasterCard and Visa. Accordingly, durthg three months ended Septembe
2004, MasterCard accrued amounts totaling $14 J#a8terCard subsequently filed a notice of appedherattorneys’ fee award on
October 1, 2004. With respect to restitution, MeSted believes that it is likely to prevail on appdn February 2005, MasterCard filed an
appeal regarding the applicability of Propositieh which amended sections 17203 and 17204 of thieo@#a 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.

MasterCard International, Visa U.S.A., Inc., Visgernational Corp., several member banks includitidpank (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, amdhgrahings, violations of federal antitrust lawasbd on the asserted one percent currency
conversion “fee.” Pursuant to an order of the Jatileanel on Multidistrict Litigation, the federamplaints have been consolidated in MDL
No. 1409 before Judge William H. Pauley Il in 4€5. District Court for the Southern District of Weérork. In January 2002, the fede
plaintiffs filed a Consolidated Amended ComplaitMDL Complaint”) adding MBNA Corporation and MBNA merica Bank, N.A. as
defendants. This pleading asserts two theoriestifast conspiracy under Section 1 of the Sheréetn (i) an alleged “inter-association”
conspiracy among MasterCard (together with its mensib Visa (together with its members) and Dindeh@o fix currency conversion
“fees” allegedly charged to cardholders of “no l#emn 1% of the transaction amount and frequentdyeni and (ii) two alleged “intra-
association” conspiracies, whereby each of VisaMasterCard is claimed separately to have conspitgdits members to fix currency
conversion “fees” allegedly charged to cardholadrso less than 1% of the transaction amount” dodacilitate and encourage
institution—and collection—of second tier curreramnversion surcharges.” The MDL Complaint also dsgbat the alleged currency
conversion “fees” have not been disclosed as reduiy the Truth in Lending Act and Regulation Z.

On July 20, 2006, MasterCard and the other defdsdarthe MDL action entered into agreements sgttihe MDL action and related
matters, as well as the Schwartz matter. Pursoahetsettlement agreements, MasterCard paid $72048e used for defendants’ settlement
fund to settle the MDL action and $13,440 to sdtike Schwartz matter. On November 8, 2006, JudgéePgranted preliminary approval of
the settlement agreements. The settlement agresmensubject to final approval by Judge Pauleg rasolution of all appeals. The hearing
on final approval of the settlement agreementstvedd on March 31, 2008 and Judge Pauley reservadiole on final approval. On
November 15, 2006, the plaintiff in one of the N¥ark state court cases appealed the preliminarycsap of the settlement agreement to
U.S. Court of Appeals for the Second Circuit. Onel8, 2007, the appellate court granted Master€andtion to defer briefing until a final
settlement is approved in the MDL action.

With regard to other state court currency conversictions, MasterCard has reached agreementsicigde with the plaintiffs for a tot
of $3,557, which has been accrued. Settlement agmets have been executed with plaintiffs in thedQBRennsylvania, Florida, Texas,
Arkansas, Tennessee, Arizona, New York, MinnesothlBinois actions, but such an agreement hasreeh executed with plaintiffs in the
Missouri action. At this time, it is not possibtegredict with certainty the ultimate resolutiontbése matters.

U.S. Merchant and Consumer Litigations

Commencing in October 1996, several class actida si@re brought by a number of U.S. merchantsregdilasterCard 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
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merchants who accept MasterCard cards to acceptfonent every validly presented MasterCard cardstituted an illegal tying
arrangement in violation of Section 1 of the Sherrat. Plaintiffs claimed that MasterCard and Visdawfully tied acceptance of debit
cards to acceptance of credit cards. The plairdiffe claimed that MasterCard and Visa conspiraddnopolize what they characterized as
the point-of-sale debit card market, thereby sugging the growth of regional networks such as ATayment systems. On June 4, 2003,
MasterCard International signed a settlement ageaeto settle the claims brought by the plaintififshis matter, which the Court approved
on December 19, 2003. On January 24, 2005, thenSeCcuit Court of Appeals issued an order affiigithe District Court’s approval of
the settlement agreement. Accordingly, the settignsenow final.

In addition, individual or multiple complaints hatseen brought in 19 different states and the Ristri Columbia alleging state unfair
competition, consumer protection and common lawrdaagainst MasterCard International (and Visapehalf of putative classes of
consumers. The claims in these actions largelyanihe allegations made in the U.S. merchant laveswd assert that merchants, faced with
excessive merchant discount fees, have passeddhesgharges to consumers in the form of higherggron goods and services sold.
MasterCard has been successful in dismissing éaseventeen of the jurisdictions as courts haaatgd MasterCard’s motions to dismiss
for failure to state a claim or plaintiffs have wotarily dismissed their complaints. However, thare outstanding cases in New Mexico,
California and West Virginia. The parties are aumgita decision on MasterCard’s motion to dismisslé@w Mexico. The parties in the
California cases briefed and argued the narroveis$uvhether as a legal matter the summary judgm#ing in the U.S. merchant lawsuit
could constitute a final judgment on the meritsvtdch collateral estoppel could potentially appdn October 31, 2007, the California state
court ruled in MasterCard and Visa's favor and fibtimat the U.S. merchant lawsuit summary judgmelinig would have no collateral
estoppel effect in this proceeding. Limited disagvis proceeding in the California cases. Baseddigation developments and settlement
negotiations in that state, MasterCard recordeal legserves for the West Virginia consumer litigattduring the second quarter of 2007. On
January 7, 2008, MasterCard executed a settlergestment, in which it agreed to resolve the WesgiXia consumer action for a payment
by MasterCard of $3,400, which is within the resetivat MasterCard had established for the casecdime granted preliminary approval of
the settlement on January 14, 2008 and final agbamv August 22, 2008.

On April 29, 2005, a complaint was filed in Califida state court on behalf of a putative class oscmers 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 Jugtiettrust Litigation and Related Private
Litigations.” MasterCard and Visa moved to disnttes complaint and the court granted the defendamision to dismiss the plaintiffs’
Cartwright Act claims but denied the defendantstioroto dismiss the plaintiffs’ Section 17200 unfadbmpetition 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 consumesesand 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 firannstitutions. After analysis of the
needs of its customers and its business, on DecelBh2006, MasterCard notified eFunds that, purstaone of the provisions in the
Agreement, it was terminating the Agreement. Oalmut January 30, 2007, eFunds filed a verifiedptaint 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 Agreteramains in full force and effect, or, in theeehative, monetary damages. MasterCard
moved to dismiss certain of eFunds’ causes of metia 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 bved@ontract and related causes of
action remain. On September 4, 2007, MasterCandenesl the complaint and filed
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counterclaims against eFunds. In addition, on A8il2008, MasterCard filed an amended answer andterclaims. On May 8, 2008,
eFunds answered MasterCard’s counterclaims andaatttitional claims in an amended complaint. Oy JuR008, MasterCard moved to
dismiss certain of eFunds’ claims. The partieshaiefing MasterCard’'s motion and are proceedindnwliscovery.

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 meqto the issuer in connection with transactirisated with the
payment systens’cards. These fees reimburse the issuer for spat the costs incurred by it in providing seesovhich are of benefit to
participants in the system, including acquirers em&chants. MasterCard or its customer financigtitutions establish a default interchange
fee in certain circumstances that applies wheretlseno other interchange fee arrangement betweeissuer and the acquirer. MasterCard
establishes a variety of interchange rates depgratirsuch considerations as the location and e ¢f transaction, and collects the
interchange fee on behalf of the institutions &dito receive it and remits the interchange feglitpble institutions. As described more fully
below, MasterCard or its members’ interchange éeessubject to regulatory or legal review and/allemges in a number of jurisdictions. At
this time, it is not possible to determine therméte resolution of, or estimate the liability rethto, any of the interchange proceedings
described below. No provision for losses has beewigied in connection with them.

United States On October 8, 2004, a purported class actiondawsas filed by a group of merchants in the U.&tiict Court for the
Northern District of California against MasterCanternational, Visa U.S.A., Inc., Visa Internatid@orp. and several member bank:
California alleging, among other things, that MaSterd’s and Visa's interchange fees contravenétierman Act and the Clayton Act. The
plaintiffs seek damages and an injunction agairssterCard (and Visa) setting interchange and engagi“joint marketing activities,”
which plaintiffs allege include the purported negtion 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 summadgment with respect to certain of the
claims. On July 25, 2005, the court issued an agdeenting MasterCard’s motion to dismiss and diseristhe complaint with prejudice which
plaintiffs have appealed. Oral argument on the apwas held on June 11, 2007. On March 7, 2008Cthet of Appeals affirmed the district
court’s dismissal of the complaint. The time in ethplaintiffs could file a petition for certioranith the Supreme Court has expired.

On June 22, 2005, a purported class action lawsastfiled by a group of merchants in the U.S. DistCourt of Connecticut against
MasterCard International Incorporated, Visa U.SlAc, Visa International Service Association amtlanber of member banks alleging,
among other things, that MasterCard’s and Visatppued setting of interchange fees violates Sactiof the Sherman Act. In addition, the
complaint alleges MasterCard’s and Visa’'s purpoty@ty and bundling of transaction fees also cauts a violation of Section 1 of the
Sherman Act. The suit seeks treble damages in gpegified amount, attorneys’ fees and injunctiviefeSince the filing of this complaint,
there have been approximately fifty similar compigi(the majority styled as class actions althoaifgw complaints are on behalf of
individual plaintiffs) filed on behalf of mercharagainst MasterCard and Visa (and in some caseajrcenember banks) in federal courts in
California, New York, Wisconsin, Pennsylvania, Ndgrsey, Ohio, Kentucky and Connecticut. On Octd8e005, the Judicial Panel on
Multidistrict Litigation issued an order transfergithese cases to Judge Gleeson of the U.S. DiSwiart for the Eastern District of New Y¢
for coordination of pre-trial proceedings in MDL Nb/20. On April 24, 2006, the group of purportéaks plaintiffs filed a First Amended
Class Action Complaint. Taken together, the claiimthe First Amended Class Action Complaint anthie complaints brought on the behalf
of the individual merchants are generally brougidar Sections 1 and 2 of the Sherman Act. Speliifithe complaints contain some or all
of the following claims: (i) that MasterCard’s ax@sa’s setting of interchange fees (for both credit offline debit transactions) violates
Section 1 of the Sherman Act; (ii) that MasterCand Visa have enacted and enforced various rulekiding the no surcharge rule and
purported anti-steering rules, in violation of S&ctl or 2 of the Sherman Act; (iii) that Master@arand Visa’'s purported bundling of the
acceptance of premium credit cards to standardtaandis constitutes an unlawful tying arrangemant] (iv) that MasterCard and Visa have
unlawfully tied and bundled transaction fees. Iditidn to the claims brought under federal antittas/, some of these complaints contain

24



Table of Contents

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

certain unfair competition law claims under state based upon the same conduct described abovse Triterchange-related litigations also
seek treble damages in an unspecified amount (ajtheeveral of the complaints allege that the ffédrexpect that damages will range in
tens of billions of dollars), as well as attornefeggs and injunctive relief.

On June 9, 2006, MasterCard answered the compladtnoved to dismiss or, alternatively, moved tikestthe 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 pre-2004 damages claims ghmilgranted in its entirety. On January 8, 2088 district court adopted the magistrate
judge's report and recommendation and dismissed thetfffai pre-2004 damage claims. On January 11, 2888 magistrate judge issued a
report and recommendation that MasterCard’s mdtatismiss the individual merchant defendants’ ec2 claims should be denied. On
February 15, 2008, MasterCard filed objectiondhtornagistrate judge’s report and recommendationviéyn 14, 2008, the court issued an
order rejecting MasterCard’s objections and adofliednagistrate’s recommendation denying Master@amtion to dismiss. Fact discow
has been proceeding and is currently scheduled tmimpleted by November 21, 2008. Briefing on ctastification is to be completed by
January 12, 2009, and briefing on case dispositiggons is to be completed by December 21, 2009ridbdate has been scheduled. On
July 5, 2006, the group of purported class pldmfifed a supplemental complaint alleging that aSard’s initial public offering of its
Class A Common Stock in May 2006 (the “IPO”) anda&i& purported agreements entered into betweendWaard and its member financial
institutions in connection with the IPO: (1) viatabection 7 of the Clayton Act because their efdlegedly may be to substantially lessen
competition, (2) violate Section 1 of the Shermant Because they allegedly constitute an unlawfollwoation in restraint of trade and
(3) constitute a fraudulent conveyance becauseniraber banks are allegedly attempting to releaeowt adequate consideration from the
member banks MasterCard’s right to assess the mdmbé&s for MasterCard'’s litigation liabilities these interchange-related litigations and
in other antitrust litigations pending againsfTihe plaintiffs seek unspecified damages and arr sedersing and unwinding the IPO. On
September 15, 2006, MasterCard moved to dismis #ile claims contained in the supplemental compl®n February 12, 2008,
Magistrate Judge Orenstein issued a report andmemdation that granted in part and denied inasterCard’s motion to dismiss.
Specifically, Magistrate Orenstein recommended MasterCard’s motion to dismiss plaintiffs’ fraudaot conveyance claims be granted but
he allowed plaintiffs leave to replead those claiMagistrate Orenstein otherwise recommended th&abef all other aspects of
MasterCard’s motion to dismiss plaintiffs’ Sectiprand Section 1 claims described above. On Ap2098, MasterCard filed objections to
Magistrate Orenstein’s report and recommendatitie. dourt has not yet ruled on MasterCard’s objestidhe parties have also entered into
court-recommended mediation.

On October 10, 2008, the Antitrust Division of b®J issued a CID to MasterCard and other paymeluisiiny participants seeking
information regarding certain rules relating to ofemt acceptance, particularly with respect to tmamts’ ability to steer customers to
payment forms preferred by merchants. The CID sdekaments, data and narrative responses to séwenabgatory and document reque
which focus on reasons merchants may have decrdasedcceptance of certain cards, informatiopenetration rates by merchant
category, co-brand cards and transactions in vaugountries. MasterCard is cooperating with the Qzbnnection with the CID.

European Union In September 2000, the European Commission isst8thtement of Objections” challenging Visa Inggional’s
cross-border default interchange fees under Euro@eamunity competition rules. On July 24, 2002, Buropean Commission announced
its decision to exempt the Visa interchange feemfthese rules through the end of 2007 based ¢daircehanges 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 belertain specified levels. On March 26, 2008,
the European Commission announced that it has ddenmal antitrust proceedings against Visa Eurdopgted, under Article 81 of the EC
Treaty, in relation to Visa’'s multilateral interaige fees for cross-border consumer payment candacsions within the European Economic
Area (the “EEA™) and Visa’s ‘honor all cards’ rudes it applies to these transactions.

On September 25, 2003, the European Commissioadssstatement of Objections challenging Master€ardpe’s cross-border
default interchange fees. On June 23, 2006, thefean Commission issued a supplemental
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Statement of Objections covering credit, debit emehmercial card fees. On November 14 and 15, 20@6:uropean Commission held
hearings on MasterCard Europe’s cross-border dafgalchange fees. On March 23, 2007, the Euro@anmission issued a Letter of
Facts, also covering credit, debit and commer@ad éees and discussing its views on the impatii®fPO on the case. MasterCard Europe
responded to the Statements of Objections andri@ftfeacts and made presentations on a varietysoiis at the hearings.

The European Commission announced its decisionemember 19, 2007. The decision applies to Mastei€default cross-border
interchange fees for MasterCard and Maestro brandesumer payment card transactions in the EEAEthhepean Commission refers to
these as “MasterCard’s MIFput not to commercial card transactions (the Eumopg@ommission stated publicly that it has not yr@shed its
investigation of commercial card interchange fe€hg decision applies to MasterCard’s MIF for crbesder consumer card payments and to
any domestic consumer card transactions that detaMasterCard’s MIF, of which currently there ai@ne.

The decision required MasterCard to cease apptyiedgfiasterCard MIF, to refrain from repeating thgihgement, and not to apply its
recently adopted (but never implemented) Maest®B/AEnd Intra-Eurozone default interchange feestitgpayment transactions within the
Eurozone. MasterCard understood that the decision YylasterCard until June 21, 2008 to comply, Withpossibility that the European
Commission could have extended this time at itsrdigon. The decision also required MasterCardsaé certain specific notices to financial
institutions and other entities that participat@&sniMasterCard and Maestro payment systems ik E® and make certain specific public
announcements, regarding the steps it has takesnply. The decision does not impose a fine on dt&sird, but provides for a daily pens
of 3.5% of MasterCard'’s daily consolidated glohahover in the preceding business year (which M&stel estimates to be approximately
$400 U.S. per day) in the event that MasterCaid faicomply.

On March 1, 2008, MasterCard filed an applicatienannulment of the European Commission’s decigiith the EU Court of First
Instance. MasterCard also has the right to seekiintrelief to prevent the decision from becomiffga&ive before the outcome of its appeal
or with respect to other aspects of the decisitthpagh it is uncertain whether MasterCard woulckeree any such relief.

The decision permits MasterCard to establish atleéault cross-border interchange fees for Mastet@ad Maestro branded consumer
payment card transactions in the EEA if Master@aml demonstrate by empirical proof to the Euroggammission’s satisfaction that the
new interchange fees create efficiencies that agtwihe restriction of competition alleged by ther@ean Commission, that consumers ¢
fair share of the benefits of the new intercharagsf that there are no less restrictive meanshiéwng the efficiencies of MasterCard'’s
payment systems, and that competition is not eheit altogether. MasterCard has entered into dismswith the European Commission
about, among other things, the nature of the engigroof it would require for MasterCard to esisilother default cross-border interchange
fees consistent with the decision and so as torstated more fully the European Commission’s positis to how it may comply with the
decision. MasterCard requested an extension oftineemply with the decision and, on April 26, 20€8& European Commission informed
MasterCard that it had rejected such request.

On June 12, 2008 MasterCard announced that, eféedtine 21, 2008, MasterCard would temporarily akjie then current default
intra-EEA cross-border consumer card interchangs ifie conformity with the decision. Discussions @atinuing between MasterCard and
the European Commission concerning what interchéegsetting methodology MasterCard might emplogampliance with the decision.

Although MasterCard believes that any businesstipezcit would implement would be in compliancetwiihe decision, the European
Commission may deem any such practice not in cempé with the decision, or in violation of Europeampetition law, in which case
MasterCard may be assessed fines for the periad tkanot in compliance. Furthermore, becauselardzing mechanism like default cross-
border interchange fees constitutes an essergialezit of MasterCard Europe’s operations, the datisbuld also significantly impact
MasterCard International’s European customers’adterCard Europe’s business. The European Cononiggicision could also lead to
competition authorities in one or more EU Membext& commencing investigations or proceedings daggadomestic interchange fees. In
addition, the European Commission’s decision ctedd to the filing of private actions against MaSrd Europe by merchants and/or
consumers which, if MasterCard is unsuccessfusiappeal of the decision, could result in Masted@aving substantial damages. On
October 16, 2008, MasterCard
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received an information request from the Europeammission in connection with the decision conceagriartain pricing and interchange
fees that MasterCard has recently implemented. éf@ard’s response is due on November 10, 2008.

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 129&illenging the MasterCard default interchange feebmultilateral service fee
(“MSF"), the fee paid by issuers to acquirers whesustomer uses a MasterCard-branded card in thedJingdom 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 feesM&dr infringed U.K. competition law at
did not qualify for an exemption in their presemtris. On February 11, 2003, the OFT issued a somgpltal 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 noticsv(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 MSFsamfércing 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 nairtpose penalties on MasterCard
or MMF. MMF and MasterCard appealed the OFT’s deniso the U.K. Competition Appeals Tribunal. OméduL9, 2006, the U.K.
Competition Appeals Tribunal set aside the OFT'aglen, following the OFT’s request to the Tribubtalwithdraw the decision and end its
case against MasterCard’s U.K. default interchdags in place prior to November 18, 2004.

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-callediediate debit” cards. To date, the OFT has issuedmber of requests for information to
MasterCard Europe and financial institutions thetipipate in MasterCard’payment system in the United Kingdom. MasterQadkerstand
that the OFT intends to commence a formal procegttirough the issuance of a Statement of Objectiottse near future. If the OFT
ultimately determines that any of MasterCard’s Urerchange fees contravene U.K. and Europeanritompetition law, it may issue a
new decision and possibly levy fines accruing fittve date of its first decision. MasterCard woukely appeal a negative decision by the
OFT in any future proceeding to the Competition Agig Tribunal. Such an OFT decision could leadhéofiling of private actions against
MasterCard by merchants and/or consumers whidts, dppeal of such an OFT decision were to failj@¢@esult in an award or 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 MasterCafasl 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 adeempact on the revenues of MasterCard’s Polistooters 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 castdinancial institutions in New Zealand. In ea2l04, the New Zealand Competition
Commission (the “NZCC") commenced an investigattbMasterCards domestic interchange fees. MasterCard coopevdatedhe NZCC ir
its investigation, made a number of submissiongeoring 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 and certain other of M&steel’s practices including its “honor all cardsla do not comply with New Zealand
competition law, and seeking penalties. Severgklanerchants subsequently
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filed similar lawsuits seeking damages. The litigag, which have been consolidated, are currentthé discovery phase and are not expe
to go to trial until the latter part of 2009. A ratiye decision in these lawsuits could have a figait adverse impact on the revenues of
MasterCard’'s New Zealand customers and on Mastdi€averall business in New Zealand.

Australia.In 2002, the Reserve Bank of Australia (“RBA”) annced regulations under the Payments Systems (&em)l Act of 1998
applicable to four-party credit card payment syst@mAustralia, including MasterCard'’s. Those regigins, among other things, mandate the
use of a formula for determining domestic interaf@fees that effectively caps their weighted avei@gb0 basis points. Operators of three-
party systems, such as American Express and D@lals were unaffected by the interchange fee reguialn 2007, the RBA commenced a
review of such regulations and, on September 283 2he RBA released its final conclusions. Theskcate that the RBA is considering
imposing in 2009 additional regulations that coiuidher reduce the domestic interchange fees afpauty credit card systems in Australia.
Alternatively, the RBA is considering allowing aage interchange fee levels to remain the sameshuinng some changes to the “honor all
cards” rules. The effect of any such additionalutations could put MasterCard at an even greatempetitive disadvantage relative to
competitors in Australia that purportedly do noergte four-party systems, which could have a sicanit adverse impact on MasterCard’s
business in Australia.

South Africa On August 4, 2006, the South Africa Competitiaan@nission (“SACC”) created a special body, the Haljuiry (the
“Enquiry”), to examine competition in the paymeimdustry in South Africa, including interchange $eéfter nearly two years of
investigation, including several rounds of publ&atings in which MasterCard participated, on Juse2R08, the Enquiry published an
Executive Summary of its findings. It is expecthdttthe Enquiry's full report will be made publicthe near future. Based on the Executive
Summary, it appears that the Enquiry will recommemdong other things, that an independent authbétgstablished to set payment card
interchange fees in South Africa and that paymgstiesns (including MasterCard’s) respective “horlbcards” rules be modified to give
merchants greater freedom to choose which typeardf to accept. If adopted, the Enquiry's reconaiagons could have a significant
adverse impact on MasterCard’s business in SoutlaAf

Other Jurisdictionsln January 2006, a German retailers associatied &lcomplaint with the Federal Cartel Office imi@any
concerning MasterCard'’s (and Visa's) domestic défaterchange fees. The complaint alleges thatt®tt&ard’'s (and Visa’s) German
domestic interchange fees are not transparent tohaets and include so-called “extraneous costsistetCard understands that the Federal
Cartel Office is continuing to review the complaint

In January 2008, the Hungarian Competition Autlyanittified MasterCard that it has commenced a fbimeestigation of MasterCard
Europe’s domestic interchange fees. This followg&rmal investigation that the Authority had besmducting since the middle of 2007.

MasterCard is aware that regulatory authoritied@neentral banks in certain other jurisdictionslirding Brazil, Colombia, Mexico,
Singapore, Norway, Portugal and Switzerland areeveing MasterCard’s and/or its members’ interchafeges and/or related practices and
may seek to regulate the establishment of suchaied®r such practices.
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Note 18. Settlement and Travelers Cheque Risk Managent

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

In the event that MasterCard International effectgmyment on behalf of a failed member, Master@aratnational may seek an
assignment of the underlying receivables. Furtmembers may be charged for the amount of any sedtieloss incurred during the ordinary
activities of the Company.

MasterCard requires certain members that are nairimpliance with the Company’s risk standards factfat the time of review to post
collateral, typically in the form of letters of dieand 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, MasterCardshmitlateral 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 not contractually obligated under $tkxrCard International’s rules to effect such paytsethe Company may elect to do so to
protect brand integrity. MasterCard monitors itsdit risk portfolio on a regular basis to estimpad¢ential concentration risks and the
adequacy of collateral on hand. Additionally, frime to time, the Company reviews its risk managemeethodology and standards. As
such, the amounts of estimated settlement riskesised 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 undestew in connection with, the Company’s
risk management standards, were as follows:

September 30, December 31,

2008 2007
MasterCard-branded transactions:
Gross Settlement Expost $23,162,90 $22,783,20
Collateral held for Settlement Expost (1,998,06) (2,161,75)
Net uncollateralized Settlement Expos $21,164,83  $20,621,44
Uncollateralized Settlement Exposure attributable ® nor-compliant members $ 4161F $ 108,14:
Cirrus and Maestro transactions:
Gross Settlement ExposL $ 3,825,26. $ 3,347,85:

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

Of the total estimated Settlement Exposure und=MasterCard brand, net of collateral, the U.Soanted for approximately 47% and
43% at September 30, 2008 and December 31, 20§¥ectvely. The United Kingdom accounted for apprmtely 10% and 11% at
September 30, 2008 and December 31, 2007, resplci®f the total uncollateralized Settlement Expesattributable to non-compliant
members, five members represented approximately &t¥©64% at September 30, 2008 and December 31, Bi¥pectively.
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MasterCard guarantees the payment of MasterCartibdbtravelers cheques in the event of issuer Hefdhe exposure 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 $486,065 and(g6at September 30, 2008 and December 31, 20€jeatvely. The reduction in
travelers cheques exposure is attributable to dhéirmued wind-down of the MasterCard travelers cigsgorogram.

A significant portion of the Company’s travelersqghe risk is concentrated in one MasterCard traveleeque issuer. MasterCard has
obtained an unlimited guarantee estimated at $38%6d $452,134 at September 30, 2008 and Dece3tb2007, respectively, from a
financial institution that is a member, to covdrddlthe exposure of outstanding travelers cheguitsrespect to such issuer. In addition,
MasterCard has obtained a limited guarantee estirait$16,514 and $18,004 at September 30, 200Baceinber 31, 2007, respectively,
from a financial institution that is a member, tver the exposure of outstanding travelers chegitbsrespect to another issuer. These
guarantee amounts have also been reduced by ariakttletermination of cheques that are not ardteip to be presented for payment.

Based on the Company'’s ability to charge its membmrsettlement and travelers cheque losses ftbetigeness 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 tihelpitity of future payments for settlement and é&lavs cheque losses in excess of existing
reserves is negligible.

Note 19. 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-functionateney or valued based on a currency other tharfiumational currencies. The Company also
enters into contracts to offset possible changeslime due to foreign exchange fluctuations of &sard liabilities denominated in foreign
currencies. At September 30, 2008, all contracfautchase and sell foreign currency had been ehtete with customers of MasterCard
International. MasterCard’s forward contracts dassified by functional currency as summarized Wwelo

U.S. Dollar Functional Currency

September 30, 2008 December 31, 2007
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $ 52,74( $ (67€) $39,93: $ (28¢€)
Commitments to sell foreign curren 210,61¢ 8,561 22,08¢ 38¢

Euro Functional Currency

September 30, 2008 December 31, 2007
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to sell foreign curren $ 70,03: $ 2,10¢ $49,69¢ $ (27%)

The currencies underlying the foreign currency fardvcontracts consist primarily of the euro, U.Kupd sterling, Brazilian real,
Canadian dollar, Mexican peso and Australian doliae fair value of the foreign currency forwardhtracts generally reflects the estimated
amounts that the Company would receive or (payp pretax basis, to terminate the contracts at the refgpdate based on broker quotes
the same or similar instruments. The terms of ¢thei§in currency forward contracts are generallg than 18 months. The Company had no
deferred gains or losses in accumulated other celnemsive income as of September 30, 2008 and Dexe3hb2007 as there were no
derivative contracts accounted for under hedgelatat.
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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@8December 31, 2007, respectively.

Generally, the Company does not obtain collatexialted to forward contracts because of the higtlicratings of the counterparties.
The amount of loss the Company would incur if tharterparties failed to perform according to thenteof the contracts is not considered
material.

Note 20. Other Income

During the nine months ended September 30, 2008tévtaard sold all of its remaining 6,141 shareRBedecard S.A. and realized pre-
tax gains, net of commissions, of approximately,886 in investment income. During the three an@ mnths ended September 30, 2007,
MasterCard sold approximately 6,900 shares of Rade8.A. and realized pre-tax gains, net of comionss of $107,042 in investment
income.

During the nine months ended September 30, 20@8Ctmpany recognized $75,000, pag; in other income, related to the termina:
of a customer business agreement for a customiémgexai specific line of business. During the ninentis ended September 30, 2007, the
Company recognized $90,000, pre-tax, in other ireoahated to a settlement agreement to discontiauelationship with the organization
which operates the World Cup soccer events andpuisor the 2010 and 2014 World Cup soccer events.
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Item 2. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

The following discussion should be read in conjiomctith the consolidated financial statements antes of MasterCard Incorporated
and its consolidated subsidiaries. In this discassreferences to the “Company,” “MasterCard,” “we;us” or “our” refer to the
MasterCard brand generally, and to the businesgdaoted by MasterCard Incorporated and its consdkdasubsidiaries, including ot
principal operating subsidiary, MasterCard Interi@tal Incorporated (doing business as MasterCardMigide), and MasterCard Eurog
sprl (“MasterCard Europe”).

Forward-Looking Statements and Non-GAAP Financial hformation

This Report on Form 10-Q contains forward-lookitafesments pursuant to the safe harbor provisiotiseoPrivate Securities Litigation
Reform Act of 1995. When used in this Report, tteedg “believe,” “expect,” “could,” “may,” “would”;will” and similar words are intended
to identify forward-looking statements. These fomvdbboking statements relate to the Comparfyture prospects, developments and bus
strategies and include, without limitation, the Qmy’s strong liquidity and capital position; ther@pany’s belief in its ability to drive
growth by further penetrating its existing custorbase and by expanding its role in targeted gebgga@and higher-growth segments of the
global payments industry, enhancing its merchdatiomships, growing acceptance and continuingnt@st in its brands, pursuing
incremental payment processing opportunities thmougthe world, increasing its volume of busine#b wustomers over time, maintaining
and enhancing its brands and images through asiveyind marketing efforts on a global scale amticoing to invest in marketing
programs at regional and local levels; the potémtipact on the Compang’business and/or the payment industry of regylatevelopments
marketing developments, a change in payment patt®rconsumers and/or a decrease in issuance grdfootion of MasterCard payment
solutions by the Company’s customers; and the pialempact on the Company’s business of econonnamstances, including
consolidation of the Company’s banking customég$tening of credit availability, inflation and a@hchallenging economic conditions.
Many factors and uncertainties relating to our apjens and business environment, all of which difecdlt to predict and many of which are
outside of our control, influence whether any fordvbooking statements can or will be achieved. Ang of those factors could cause our
actual results to differ materially from those eegwed or implied in writing in any forward-lookistatements made by MasterCard or on its
behalf. We believe there are certain risk factbed &ire important to our business, and these @aulde actual results to differ from our
expectations. Reference should be made to Iterm Fait |l of the Quarterly Report on Form 10-Qtfwe quarter ended June 30, 2008 and
Item 1A in Part | of the Company’s Annual ReportFarm 10-K for the year ended December 31, 200adalitional discussion of these and
other risks facing our business.

Non-GAAP financial information is defined as a nuioal measure of a company'’s performance that ebedwr 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 requirera@ifitRegulation 3K, portions of this "Management's Discussion analisis of Financie
Condition and Results of Operations" include a ned@tion of certain non-GAAP financial measureshe most directly comparable GAAP
financial measures. The presentation of non-GAARBrftial measures should not be considered inisolat as a substitute for the
Company's related financial results prepared im@ance with GAAP.

MasterCard has presented non-GAAP financial meadoreoperating expenses in the three and ninems@nded September 30, 2008
and 2007 and the effective income tax rate fotthinee and nine months ended September 30, 200$pements to GAAP measures, to
enhance an investor’s evaluation of MasterCardgoorg operating results and to aid in forecastirtgre periods. MasterCard’s management
uses these non-GAAP financial measures to, amdrey dtings, evaluate its ongoing operations inti@iato historical results, for internal
planning and forecasting purposes and in the catiounl of performance-based compensation. More Bpalty, with respect to the noGAAP
financial measures presented in this discussion:

. Operating expenses — Litigation settlements haes lkeecluded since MasterCard monitors litigatidtiesments separately
from ongoing operations and evaluates ongoing ¢pgraerformance without these settlements. See fjer@ting
Expenses” for a table which provides a reconcdiatf operating expenses excluding litigation seténts to the most
directly comparable GAAP measure to allow for a enmreaningful comparison of results between peri

. Effective income tax rate — The income tax benefitsociated with litigation settlements have be@fueed to provide a
comparison of the effective income tax rate assediwith ongoing operations of the business. Setnteme Taxes” for a
table which provides a reconciliation of the effeetincome tax rate excluding litigation settlensetat the most directly
comparable GAAP measure to allow for a more medunirmgmparison of results between peric
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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 bt&srd®, MasterCard
Electronic™, Maestr@ 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
cardholders by issuers, or establish the merchaobudnt charged by acquirers in connection withabeeptance of cards that carry our
brands.

Our financial results during the three and nine thernded September 30, 2008 were significanthastend by the legal environment
which we operate our business. During the threenamel months ended September 30, 2008, we recqmeisions for litigation settlements
of $828 million and $2.477 billion, respectivelyeeSNotes 12 and 17 to the Consolidated Financé&é®ients included in Part I, Item 1 and
“— Operating Expenses” in Part |, Item 2 of thisfdLO-Q for further discussion. As a result of thesttlements, we recorded net losses of
$194 million, or $1.49 per diluted share, and $486ion, or $3.79 per diluted share, for the theeel nine months ended September 30, 2
respectively, versus net income of $314 million$ar31 per diluted share, and $782 million, or $5@r diluted share, in the comparable
periods in 2007. As of September 30, 2008, ourdigypiand capital positions remained strong with88illion in cash, cash equivalents and
current available-for-sale securities, and $1.Bonilin stockholders’ equity.

We achieved net revenue growth of 23.6% and 25@%he three and nine months ended September 88, B&spectively, primarily
due to increased transactions and volumes. Pringrgases accounted for approximately 5 percergages of our net revenue growth in
each of the three and nine months ended Septerib2088 versus the comparable periods in 2007.igfoairrency fluctuation of the euro
and Brazilian real against the U.S. dollar accodifite 3.5 and 4.6 percentage points of our netrregggrowth for the three and nine months
ended September 30, 2008, respectively, versusotgarable periods in 2007.

Our operating expenses increased 121.7% and 13¥ore three and nine months ended September0B8, 2espectively, versus the
comparable periods in 2007. Excluding the impaditigiation settlements identified in the tablelunded in “— Operating Expenses”, our
operating expenses increased 8.3% and 11.3% thitbe and nine months ended September 30, 20@&atéely, versus the comparable
periods in 2007, of which 2.4 and 3.3 percentagetporespectively, were due to the foreign curygihectuation of the euro and Brazilian r
against the U.S. dollar. See “—Impact of Foreigmr€ucy Rates”.

Other income in the nine months ended Septembe2@IB included realized gains of approximately &8fion for the sale of the
remaining shares of our available-fale security, Redecard S.A., and $75 million egldb the termination of a customer business ageat
See “—Other Income (Expense)”.

We believe the trend within the global paymentssidy from papebased forms of payment, such as cash and cheala;de@lectroni
forms of payment, such as cards, creates signtfigportunities for the continued growth of our ibess. Our strategy is to continue our
growth by further penetrating our existing custotnase and by expanding our role in targeted gebgramnd higher-growth segments of the
global payments industry (such as premium/affleermt contactless cards, commercial payments and) dethancing our merchant
relationships, growing acceptance and continuiniguest in our brands. We also intend to pursuesimental payment processing
opportunities throughout the world. We are comrditie providing our customers with coordinated sssithrough integrated, dedicated
account teams in a manner that allows us to cagtah our expertise in payment programs, markepngduct development, technology,
processing, consulting and information servicesir®gsting in strong customer relationships overltdng-term, we believe that we can
increase our volume of business with customers timer. See “—Business Environment Challenges” fecaksion of environmental
considerations related to our strategic objectives.
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Financial Results

Net operations fee

Net assessmen

Total revenues, ni

General and administrati\

Advertising and marketin

Litigation settlement

Charitable contributions to the MasterCard Fourude
Depreciation and amortizatic

Total operating expens

Operating income (lost

Total other income (expense), |
Income (loss) before income tax expe
Income tax expense (benel

Net income (loss

Net income (loss) per share (bas

Weighted average shares outstanding (bi
Net income (loss) per share (dilute
Weighted average shares outstanding (dilu
Effective income tax rat

Gross dollar volume on a U.S. dollar converted @ billions)

Processed transactiohs

Percent

Percent

Three Months Increase Nine Months Increase
Ended September 30, (Decrease) Ended September 30, (Decrease)
(In millions, except per share, percent and GDV amants)
2008 vs. 2008 vs.
2008 2007 2007 2008 2007 2007

$ 99€ $ 792 258% $ 2,79¢ $ 2,174 28.5%
34z 291 17.5% 974 821 18.6 %
1,33¢ 1,08: 23.6 % 3,767 2,99 25.8 %
494 438 14.1 % 1,43¢ 1,26 13.6 %
267 264 1.1% 77C 711 8.2 %
82¢ — *x 2,47 3 *x

- 10 *% - 10 *%
29 22 29.0% 82 71 14.6 %
1,617 73C 121.7 % 4,764 2,05¢ 1314 %
(279) 353 (179.0)% (997) 93¢  (206.5)¥
(14) 12¢  (111.2)% 16¢ 26¢€ (37.2)%
(294 48z  (160.9)¥ (82¢) 1,20¢  (168.8)¥
(100) 166  (159.6) (33) 42 (179.2)¥
$ (199 $ 314 (1616)% $ (499 $ 782  (163.1)¥
$(1.49 $ 23z (1642)% $ (379 $ 57€¢ (165.8)¥
13C 13 (4.3)% 13C 13€ (3.9)%
$(1.49 $ 231 (1645% $ (379 $ 57 (166.1)¥
13C 13€ (4.9)% 13C 137 (4.5)%
34.1% 34.&% *x 40.£% 35.1% *x
$ 662 $ b57€ 148% $ 1,92¢ $ 1,63¢ 17.6 %
5,38( 4,76( 13.0% 15,46¢ 13,56: 14.0 %

* Note that the figures in the preceding table maysnm due to roundin

**  Percentage change calculation not meanin
1 MasterCard branded card volume only.

2 MasterCard, Maestro and Cirrus branded transactions



Table of Contents

Impact of Foreign Currency Rates

Our overall operating results are impacted by ckang foreign currency exchange rates, especiadlystrengthening or weakening of
the U.S. dollar versus the euro and Brazilian rélaé functional currency of MasterCard Europe, mimcipal European operating subsidiary,
is the euro, and the functional currency of ourdian subsidiary is the Brazilian real. Accordipgihe strengthening or weakening of the
U.S. dollar versus the euro and Brazilian real iotp#he translation of our European and Brazilisipsgdiaries’ operating results into the U.S.
dollar. During 2008 and 2007, the U.S. dollar wesddcagainst the euro and Brazilian real which iaseel revenues and expenses. More
recently, the U.S. dollar has begun to strengtlyainat the euro and Brazilian real and if this drepntinues revenues and expenses will be
negatively impacted.

In addition, changes in foreign currency excharges directly impact the calculation of gross dollelume (“GDV”) and gross euro
volume (“GEV”), which are used in the calculatiohooir assessment revenues. In most non-Europeamee@DV is calculated based on
local currency spending volume converted to U.Hadousing average exchange rates for the pelmoBurope, GEV is calculated based on
local currency spending volume converted to eusisgiaverage exchange rates for the period. Asudty®ur assessment revenues are
impacted by the strengthening or weakening of tt# dollar versus most non-European local currenaigl the strengthening or weakening
of the euro versus European local currencies.drtlihee and nine months ended September 30, 2898).8. dollar weakened as evidenced
by a 14.8% and 17.6% increase, respectively, in @D\ U.S. dollar converted basis versus locakeauy growth of approximately 12.3%
and 13.1%, respectively, from the same periodbkerptior year.

Revenues

We generate revenues from the fees that we chageustomers for providing transaction processimg) @her paymentelated service
(operations fees) and by charging assessments tstomers based on the GDV of activity on thelgdnat carry our brands (assessments).
GDV includes the aggregated dollar amount of ugpgechases, cash disbursements, balance transfavenience 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 seryioeaded. We review our pricing and implement prgcchanges on an ongoing basis and
expect pricing to continue to be a component oénexe growth in the future. In addition, standaridipg varies among our regional
businesses, and such pricing can be customizetefuidr our customers through incentive and rehgteements. Our revenues are based
upon transactional information accumulated by ggtesms or reported by our customers.

Operations fees are transaction-based and arealsme-based and are charged for facilitating tleegssing and acceptance of
payment transactions and information managemenhgraar customers. MasterCard’s system for transaqiocessing involves four
participants in addition to us: issuers (the calddis’ banks), acquirers (the merchants’ banksychrants and cardholders. Operations fees
are charged to issuers, acquirers or their deldgatecessors for transaction processing servipesific programs to promote MasterCard-
branded card acceptance and additional servicassist our customers in managing their busine3$essignificant components of operatit
fees are as follows:

« Authorization occurs when a merchant requests appfor a cardholder’s transaction. We charge a@deeouting the authorization
for approval to or from the issuer or, in certairtemstances, such as when the issuer’s systemsaxilable, for approval by us or
others on behalf of the issuer in accordance wighigsuer’s instructions. Our rules, which varyoasrregions, establish the
circumstances under which merchants and acquiress seek authorization of transactions. Thesedeegrimarily paid by issuer
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» Settlement refers to the process in which we detertine amounts due between issuers and acquarepayment transactions and
associated fees. First, we clear a transactiomamgferring the financial transaction details amimsgers, acquirers or their
designated third-party processors. Then we seattixchange the related funds among the issuera@ndrers. We charge a fee for
these settlement and clearing services. Thesafegwimarily paid by issuer

» Switch fees are charges for the use of the MastdrBabit Switch (the “MDS”), our debit processingstem. The MDS transmits
financial messages between acquirers and issudrgramides transaction and statistical reporting performs settlement between
customers and other debit transaction processitvgonks. These fees are primarily paid by issu

» Currency conversion and cross-border are volumeebssvenues. Cross-border volumes are generatedrsactions in which the
cardholder and merchant geography are differentpweess transactions denominated in more tharcd@8ncies through our
global system, providing cardholders with the &piio utilize, and merchants to accept, MasterCards across multiple country
borders. We charge issuers and acquirers for @keborder volumes. In January 2008, we incredsedtarge to acquirers for cross-
border volumes. We can also perform currency caiorrservices by processing transactions in a naet&hlocal currency and
converting the amount to the currency of the isswo in turn may add foreign exchange chargespastithe transaction on the
cardholde’s statement in their own home currency. We chaggeirs for performing currency conversi

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

» Warning bulletin fees are charged to issuers andiears for listing invalid or fraudulent accousither 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 trassgonisf authorization and
settlement messages. These fees are based ornluhewvaf information being transmitted through ahd humber of connections to
our systems

» Consulting and research fees are primarily genétayeMasterCard Advisors, our professional advisasvices group. We provide a
wide range of consulting and research servicecaded with our customers’ payment activities amugpams. Research includes
revenues from subscription-based services, acoasse¢arch inquiry, and peer networking serviceegged by our independent
financial and payments industry research groupdd/aot anticipate consulting and research feesrbegpa significant percentage
of our business

» Other operations fees represent various revenearss, including cardholder services, a varietycebant and transaction
enhancement services, fees for U.S. acquirers tiegdpansactions from cardholders with non-U.Suérs, compliance and penalty
fees, holograms and publications. In January 2@@8ncreased the fee for U.S. acquirers acceptamsactions from cardholders
with non-U.S. issuers. Cardholder services arefiisrprovided with MasterCard-branded cards, siemaurance,
telecommunications assistance for lost cards aratilg automated teller machin

Assessments that are based on quarterly GDV dmagstl utilizing aggregate transaction informatéoml projected customer
performance. From time to time, the Company maythice assessments for specific purposes suchréstdavelopment programs.

Our gross revenues from operations fees and assetswary and are dependent on the nature ofdahedctions and GDV generated
from those transactions. The combination of thiofaihg transaction characteristics for operaticgesfdetermines the pricing:

» Domestic or cros-border

» Credit, online debit (PI-based), offline debit (signati-based

» Tiered pricing with rates decreasing as customestiimcremental volume/transaction hurc
» Geographic region or count

In addition to the factors above, assessment femgralso considers retail purchases or cash watldls.
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We process most of the cross-border transactidng dasterCard, Maestro and Cirrus-branded cardspaocess the majority of
MasterCard-branded domestic transactions in théedr8tates, United Kingdom, Canada, Brazil and raliat Cross-border transactions
generate greater revenue than domestic transadhiicn® higher operations fees for settlement,aightion and switch, and are also subject
to cross-border and currency conversion fees. diitiad, higher operations fees are charged on sigedransactions than online transactions.

Gross revenues grew 21.1% and 23.4% in the thré@iae months ended September 30, 2008, respsgtivgrsus the comparable
periods in 2007. Revenue growth was the resuli@iiased transactions and GDV, as well as pricgeases and currency fluctuation. Our
overall revenue growth is being moderated by thmatel from our customers for better pricing arrangietsm and greater rebates and
incentives. Accordingly, we have entered into besfnagreements with certain customers and merctoaptsvide GDV and other
performance-based support incentives. The rebatkiaentives are calculated on a monthly basiedapon estimated performance and the
terms of the related business agreements. Rebhaléacentives are recorded as a reduction of gesmue in the same period that
performance occurs. The continued consolidatioounfcustomers and the growing influence of merchhate led to enhanced competition
in the global payments industry and demand forebeitticing arrangements. Our revenue growth wasamated by a $42 million, or 13.1%,
and a $140 million, or 15.5%, increase in rebatekiacentives to our customers and merchants ithttee and nine months ended
September 30, 2008, respectively.

Rebates and incentives as a percentage of grossuey were approximately 21.3% and 21.7% for treethnd nine months ended
September 30, 2008, respectively, versus 22.9%23ark¥ for the comparable periods in 2007. Durirggrtine months ended September 30,
2008, MasterCard reduced estimates of rebatesnaedtives for certain customers that did not or matyachieve contractual performance
hurdles. These reductions in estimated rebatesnardtives decreased rebates and incentives asenpege of gross revenues.

Business Environment Challenges

We operate in the competitive and continuously gl global payments industry, processing transastin approximately 210
countries and territories and in more than 160engies. As a result of the global and evolving reatf the payments industry, there are ir
factors that represent both challenges to and dppities for the continued growth of our businé3ar business is also subject to regulatic
many countries. Regulatory activities may seekrpdse rules and price controls on certain aspéasrdusiness and the payments indu

Current market turmoil and tightening of credit bd®d to an increased level of consumer and comalelelinquencies, lack of
consumer confidence, increased market volatility @idespread reduction of business activity geher&he resulting economic pressure on
consumers and lack of confidence in the financiatkets has, in some cases, adversely affectedustoroers’ businesses, financial
conditions and results of operations. Market dgwelents may affect consumer confidence levels andaaase adverse changes in payment
patterns, causing increases in cardholder paynadiniggiencies and default rates, which may impaciastomers’ charge-offs and provision
for credit losses. A worsening of these conditimasild likely exacerbate the adverse effects ofdhdifficult market conditions on our
customers. The change in payment patterns by carsuaind any decrease in issuance and/or promaitigiasterCard payment solutions by
our customers, could cause a decline in overatl aaage and GDV, which may have a negative impaciuo revenues and profitability.

Furthermore, in recent months, many economies,diat) the U.S. economy, have been impacted by falhkes, tightening of
available credit and inflation. U.S. processeddeamtions and volume growth rates are slowing venmisrical periods. Some non-U.S.
economies, including the economies of certain agemtn Europe, are experiencing similar trendsweleer, various emerging market
economies around the world continue to experietromg growth. These and other changes can impadiuginess in a variety of ways,
including but not limited to the following:

. Consolidation of our banking customers can impactnet revenues due to the tiered pricing struabfiraost customer agreements,
which typically offer lower pricing as higher buess volumes are achieve

. Consolidation of and the financial challenges comfing our banking customers can increase the anggpower of our customers
during new and renewal contract negotiations anckase requests for additional rebates and inamntithich may lower our net
revenues

. Our customers may limit their purchases or decrepsading for optional or enhanced services, saatoasulting, thereby reducing ¢
net revenues

. Tightening of credit availability can impact ouvemues by limiting the number of cards or amourtreflit lines that are issued, which
may cause processed transaction growth or volumsiew or decline

. Inflation and declining economies can impact consuspending behaviors. Consumers may travel lesslily lowering cross-border
volumes and transactions which may reduce ouravetnues
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. Challenging economic conditions increase uncestaind volatility in the performance of our custosidiusinesses, which may make
estimates of our revenues, rebates, incentivesemtidation of prepaid assets less predicte

The U.S. remains our largest geographic marketchaseevenues. Revenue generated in the U.S. vpaexamately 44.7% and 47.3%
of total revenues in the three and nine months e S#ptember 30, 2008, respectively, versus 50.5%64rY% in the comparable periods in
2007. Some non-U.S. revenues grew at a fastethrateU.S. revenues in the three and nine monthsde8dptember 30, 2008 versus the
comparable periods in 2007. Changes in foreigrecusr exchange rates impact these percentages.

Technological developments and application of tetdgical solutions in the global payments industaye continued in 2008. We
continue to invest in technological developmemrider to maintain and expand our competitive achgadg. However, payment system
competitors have continued to emerge, especialllgarinternet environment, and gain market share.

See Item 1A in Part Il of the Company’s QuartergpRrt on Form 10-Q for the quarter ended June @08 2nd Item 1A in Part | of the
Company’s Annual Report on Form 10-K for the yaadlesl December 31, 2007 for additional discussiah@de and other risks facing our
business.

Operations Fees

Three Months Dollar Percent Nine Months Dollar Percent
Ended Increase Increase Ended Increase Increase
September 30, (Decrease (Decrease September 30, (Decrease (Decrease
2008vs. 2008 vs. 2008vs. 2008 vs.

2008 2007 2007 2007 2008 2007 2007 2007

(In millions, except percentages)

Authorization, settlement and swit $ 437 $35€ $ 81 22.8% $1,22F $1,00 $ 228 22.5%
Currency conversion and cr-border 31¢ 241 78 32.4% 87€ 634 242 38.2%
Acceptance development fe 78 70 8 114Y% 227 19t 32 16.4%
Warning bulletin fee: 21 19 2 105% 58 56 2 3.6%
Connectivity 31 26 5 192% 86 73 13 17.8%
Consulting and research fe 21 23 2 (B8.7% 60 59 1 1.7%
Other operations fe¢ 19C 144 46 31.9% 53¢ 394 144 36.5%
Gross operations fe: 1,097 87¢ 21&  248% 3,07C 2,411 65¢ 27.3%
Rebate: (101 (87) (14) 16.1% (277, (237) (40) 16.9%
Net operations fee $ 99€ $792 $ 204 258% $2,797 $2,17/ $ 61  28.5%

» Authorization, settlement and switch revenues iased primarily due to increases in the numberarsfsiactions processed through
our systems of 13.0% and 14.0% in the three angl mionths ended September 30, 2008 versus the cabi@aeriods in 2007. In
addition, $16 million and $32 million of the inceeain the three and nine months ended Septemb@088, respectively, was due to
net foreign exchange gains relating to exchangevalftility on settlement activitie

» Currency conversion and cross-border revenueséaretbdue to increases in cross-border volumes.0%d8nd 19.5% in the three
and nine months ended September 30, 2008, resplgcttompared to 19.2% and 18.8% in the three amelmonths ended
September 30, 2007, respectively. In June 2008gfirred our methodology to calculate cross-boradume growth rates primarily
by changing the definition of cross border volurfresn volumes where the issuer country and acqeentry are different to
volumes where the issuer country and merchant cpang different. Prior period growth rates haverbeestated to be consistent
with the revised methodology. In addition, a piilterease on acquiring crossrder volumes implemented in January 2008 accd
for approximately 19 and 20 percentage points efptercentage increases in the three and nine rpenittds ended September 30,
2008, respectively, from the comparable periodz0a7.

» Acceptance development fees in the three and noxehm ended September 30, 2008 increased versuentiqgarable periods in
2007 primarily due to increased volumes and thdempntation of a new fee in April 2007. The new &eeounted for approximate
3 percentage points of the percentage increaseinihe months ended September 30, 2008 from tin@a@ble period in 200

» Warning bulletin fees are primarily based on custorequests for distribution of invalid accountimhation.

» Connectivity revenues in the three and nine moettted September 30, 2008 increased versus the caloigaeriods in 2007
primarily due to increased data volum
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» Consulting and research fees in the three andmorghs ended September 30, 2008 remained consigtbrthe comparable periods
in 2007. Our business agreements with certain meste include consulting services as an incentieas@lting services provided to
customers as a result of incentive agreements #&8% and 53.0% of consulting and research fedwithree and nine months
ended September 30, 2008, respectively, versu§Baril 35.6%, respectively, in the comparable pserin@007

» Other operations fees represent various revenearss, including cardholder services, compliancepamalty fees, holograms, user
pay for a variety of account and transaction enbarnt services, and manuals and publications elhitee and nine months ended
September 30, 2008 versus the comparable perid¥0in, no increase in any component of other ojpemfees was material, other
than the following

. Our account enhancement program, implemented isgbend quarter of 2007, resulted in an increa$® afillion and $3
million for the three and nine months ended Septar3b, 2008, respectively, versus the comparabiegsin 2007. The
program enables issuers to more closely align ¢bea@mics of reward programs with cardholder vaioeluding card
customization and feature

. Pricing for retail purchases in the U.S. by non-W&dholders increased in January 2008. This jmiease, coupled with
an increase in retail purchase volumes, resulteehvienue increases of $13 million and $38 millionthe three and nine
months ended September 30, 2008, respectivelyyséng comparable periods in 20

» Rebates relating to operations fees are primaagel on transactions and volumes and, accordiimgigase as these variables
increase. Rebates have been increasing due tormngonsolidation of our customers and the impacestructured pricing, but at a
slower rate than gross operations fees due to mgstperformance. Accordingly, rebates as a pergerdhgross operations fees w
9.2% and 9.0% in the three and nine months endptt®b&er 30, 2008, respectively, versus 9.9% arfb &he comparable perio
in 2007. During the nine months ended Septembe?@08, MasterCard reduced estimates of rebateseftain customers that did
not or may not achieve contractual performanceleard’hese reductions in estimated rebates decreelates as a percentage of
gross operations fee

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

Three Months Dollar Percent Nine Months Dollar Percent
Ended Increase Increase Ended Increase Increase
September 30, (Decrease  (Decrease September 30, (Decrease  (Decrease
2008 vs. 2008 vs. 2008 vs. 2008 vs.

2008 2007 2007 2007 2008 2007 2007 2007

(In millions, except percentages)

Gross assessmer $604 $528 $ 79 15.0% $1,741 $1,48¢ $ 258 17.0%
Rebates and incentiv: (262) (239 (28) 12.0% (767) (667) (100 15.0%
Net assessmen $342 $291 $ 51 175% $ 974 $ 821 $ 15% 18.6%

Gross assessments grew versus the comparable arin@07 partially due to GDV growth of approximlgt12.3% and 13.1% in the
three and nine months ended September 30, 20Q@fatésely, when measured in local currency terms, 24.8% and 17.6% respectively,
when measured on a U.S. dollar converted basies&sgent revenues are impacted by the overall stremigg or weakening of the U.S.
dollar, euro or real compared to the foreign curies of the related local volumes in each period.

Rebates and incentives are primarily based on G@t\niay also contain components for the issuaneewfcards, launch of new
programs or the execution of marketing programe. rEfbates and incentives are recorded as a redwdtigross revenue in the same period
that performance occurs. Rebates and incentivapascentage of gross assessments were 43.4% d8d #ithe three and nine months
ended September 30, 2008, respectively, versu8adrtl 44.8%, respectively, for the comparable perin 2007. Rebates and incentives
increased during the three and nine months endgiéi®ber 30, 2008 versus the comparable period80i due to new and renewals of
customer agreements and increased volumes foircerechants, partially offset by the timing andhe of other norGDV based incentive
However, the increase during the nine months eSdgadember 30, 2008 was partially offset by redustiof estimated rebates and incentives
for certain customers that did not or may not aghigontractual performance hurdles. These reductioestimated rebates and incentives
decreased rebates and incentives as a percentggesefassessments. However, non-GDV performarsedbabates and incentives vary
depending on the agreement terms and the timimgiofustomers’ performance. Accordingly, our rebated incentives for non-GDV
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performance metrics, such as the issuance of nedg,dfe launch of new programs or the executiomardketing programs, impact the
relationship between gross assessments and nesass#s.

Operating Expenses

Our operating expenses are comprised primarilyeokgal and administrative, advertising and margetitigation settlements and
depreciation and amortization expenses. In theetanel nine month periods ended September 30, #08}@, was an increase in operating
expenses of approximately $0.9 billion and $2.1dvi| respectively, versus the comparable periad2d07. These increases are primarily due
to the settlement of antitrust litigations with Bawer Financial Services (“Discover” and the “Digep Settlement”) and American Express
Company (“American Express” and the “American Eggr8ettlement”). The following table compares aubnciles operating expenses,
excluding litigation settlements (“Special ItemsRkich is a non-GAAP financial measure, to the afirg expenses including litigation
settlements, which is the most directly compar&@?¥\P measurement. Management believes this anatyasjsbe helpful in evaluating
ongoing operating expenses.

Three Months Ended Three Months Ended

September 30, 2008 September 30, 2007
Percent
Increase
. (Decrease Percent
Specia Increase
Special As As (Decrease)
Actual Iltems Adjusted Actual ltems Adjusted Actual As Adjusted
(In millions, except percentages)
General and administratiy $ 494 $ — $ 494 $ 43: $— $ 43¢ 14.1% 14.1%
Advertising and marketin 267 — 267 264 — 264 1.1% 1.1%
Litigation settlement 82¢ 82¢ — — — — *x *x
Charitable contribution — — — 10 — 10 *x *x
Depreciation and amortizatic 29 — 29 22 — 22 29.0% 29.0%
Total operating expens $ 1617 $ 826 $ 79C $ 73C $— $ 73C 121.7% 8.3%
Total operating expenses as a percentage of tetal n
revenue: 120.9% 59.0% 67.4% 67.4%
Nine Months Ended Nine Months Ended
September 30, 2008 September 30, 2007
Percent
Increase
. (Decrease Percent
Specia Increase
Special As As (Decrease)
Actual Iltems Adjusted Actual Iltems Adjusted Actual As Adjusted
(In millions, except percentages)
General and administrati\ $ 143 $§ — $143t $1260 $— $1,26:8 13.6% 13.6%
Advertising and marketin 77C — 77C 711 — 711 8.2% 8.2%
Litigation settlement 2477 2,471 — 3 3 — *x *x
Charitable contribution — — — 10 — 10 *x *x
Depreciation and amortizatic 82 — 82 71 — 71 14.6% 14.6%
Total operating expens $ 4,76¢ $2,477 $2,287 $2,05¢ $ 3 $2,058 131.4% 11.3%
Total operating expenses as a percentage of tetal n
revenues 126.5% 60.7% 68.7% 68.6%

* Note that the figures in the preceding tables maysom due to roundin
**  Percentage change calculation not meanin
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General and Administrative

General and administrative expenses consist piliynafrpersonnel, professional fees, telecommunicetj data processing and travel
expenses. The major components of general and &lrative expenses were as follows:

Three Months Dollar Percent Nine Months Dollar Percent

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

(In millions, except percentages)
2008 vs. 2008 vs. 2008 vs. 2008 vs.
2008 2007 2007 2007 2008 2007 2007 2007

Personne $324 $28¢ $ 35 121% $ 96€ $ 82 $ 14t 17.6%
Professional fee 58 52 6 11.5% 167 15¢ 9 5.7%
Telecommunication 19 19 — — 58 53 6 11.3%
Data processin 21 16 5 31.3% 56 46 10 21.7%
Travel and entertainme 20 25 (5) (20.0)% 74 81 (7) (8.6)%
Other 52 32 20 62.5% 111 10z 9 8.8%
General and administrative expen $494 $43: $ 61 14.1% $1,43¢ $1,265 $ 172 13.6%

» Personnel expense increased in the three and mntheended September 30, 2008 primarily due tednigosts for new personnel
and higher contractor costs. In addition, we inedrgreater severance costs during the nine montledeSeptember 30, 2008 due to
cost reductions and the realignment of certaingrers| to better enable us to execute our stratdgjactives.

» Professional fees consist primarily of legal castdefend our outstanding litigation and third-gardnsulting services related to
strategic initiatives

» Telecommunications expense consists of expensagpimort our global payments system infrastructare@l as our other
telecommunication needs. These expenses vary witiméss volume growth, system upgrades and u

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

» Travel and entertainment expenses are incurredapityrfor travel to customer and regional meetingserall, these expenses
decreased for the three and nine months endedrBlegte80, 2008, versus the comparable periods i, 200e to cost containment
initiatives.

» Other includes rental expense for our faciliti@sefgn exchange transaction gains and losses aed wiiscellaneous administrative
expenses. The increase for the three months erefgdr8ber 30, 2008 is primarily driven by unfavoeaftilictuations in foreign
exchange rates and higher rent for office facditiehe increase for the nine months ended SepteBh@008 is primarily driven by
higher rental expense for office facilitie

Advertising and Marketing

Our approach to advertising and marketing actisziiembines advertising, sponsorships, promotioneractive media and public
relations as part of an integrated program desigmé@wcrease MasterCard brand awareness/prefeegnttasage of MasterCard cards. Also
included within advertising and marketing are casisociated with offering cardholder benefits, saginsurance and travel assistance, for
certain programs. Advertising and marketing expemsereased $3 million and $59 million, or 1.1% &12P%6, in the three and nine months
ended September 30, 2008, respectively, versusotm@arable periods in 2007. Approximately 3 an@&fentage points of the increases for
the three and nine months ended September 30, B} ctively, were related to the impact of foneigrrency fluctuation of the euro and
Brazilian real to the U.S. dollar. In addition,2008, the timing of certain advertising and mamnggxpenses varied due to their relationship
to specific sponsorships or promotions. We intendantinue to sponsor diverse events aimed at pheiltarget audiences.
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Our brands, principally MasterCard, are valuablatsgic assets that drive card acceptance and asagfcilitate our ability to
successfully introduce new service offerings arekas new markets. Our marketing initiatives comtittusupport our customer-focused
strategy. We are committed to maintaining and eaingnour brands and image through advertising aacketing efforts on a global scale.
We will continue to invest in marketing programgta regional and local levels.

Litigation Settlements

On October 27, 2008, MasterCard and Visa Inc. @Vjigntered into the Discover Settlement with Dissrorelating to the U.S. federal
antitrust litigation amongst the parties. The DisroSettlement ended all litigation between theigsifor a total of $2.75 billion. In July
2008, MasterCard and Visa had entered into a judgistearing agreement. Accordingly, the MasterCaates of the Discover Settlement is
$863 million, which will be paid to Discover in Nember 2008. In addition, in connection with theddiger Settlement, Morgan Stanley,
Discover’s former parent company, agreed to paytét@srd $35 million in November 2008, pursuant separate agreement. This
receivable from Morgan Stanley is included in actsueceivable at September 30, 2008. The net ingf&828 million is included in
litigation settlements in the three and nine momthded September 30, 2008.

On June 24, 2008, MasterCard entered into the Avmerfzxpress Settlement which ended all existiiggliton between American
Express and MasterCard. Under the terms of the lareExpress Settlement, beginning on Septembe2(8, MasterCard is required to
pay American Express up to $150 million each qudaiel2 quarters, payable in cash on thé'tiay of the last month of each quarter, for a
maximum amount of $1.8 billion. The charge is based/asterCard’'s assumption that American Exprésehieve certain financial
performance hurdles. The quarterly payments willhben amount equal to 15% of American ExpresstéthStates Global Network Services
billings during the quarter, up to a maximum of @X8illion per quarter. If, however, the paymentéory quarter is less than $150 million,
maximum payment for subsequent quarters will besmsed by the difference between $150 million &edésser amount that was paid in
quarter in which there was a shortfall. MasterGeabrded the present value of $1.8 billion, at7®% discount rate, or $1.649 billion during
June 2008.

We recorded liabilities for certain litigation dethents in prior periods. Total liabilities forigjation settlements changed during the nine
months ended September 30, 2008 as follows:

Balance as of December 31, 2( $ 404
Provision for Discover Settleme 862
Provision for American Express Settlem 1,64¢
Interest accretion on U.S. merchant law 24
Interest accretion on American Express Settler 23
Payments on American Express Settlen (150
Balance as of September 30, 2( $2,81:

See Note 17 to the Consolidated Financial Statesriratuded in Part | for additional discussion.

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

Investment income decreased $124 million and $3omin the three and nine months ended Septe®®e2008, respectively, versus
the comparable periods in 2007. The decrease vtrsubree months ended September 30, 2007, iaplynaue to the realization of $107
million in gains on the sale of 25% of our investiim Redecard S.A. during that quarter. The desre@rsus the nine months ended
September 30, 2007 is primarily due to lower gain$21 million on our Redecard investment, lowed&eard dividend income of $11
million, lower interest income on money market ahdrt-term bond fund investments of $14 million d&gher realized losses on current
available-for-sale investments of $9 million.

Interest expense increased $20 million and $25anilh the three and nine months ended Septemhe&08B, respectively, versus the
comparable periods in 2007. The quarterly and yedate increases are primarily due to higher intezggénse associated with the Ameri
Express Settlement. Interest expense is expectedrease by an additional $21 million, $66 milli&35 million and $5 million in 2008,
2009, 2010 and 2011, respectively, due to the Hoaoref interest associated with the American Egpr8ettlement.
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Other income (expense) decreased $19 million imthe months ended September 30, 2008 versus thpazable period in 2007. The
decrease was primarily due to the recognition B726f a $90 milliorsettlement gain with the organization that opertitesNorld Cup socc
events, partially offset by the recognition in 2af& $75 million settlement gain related to theni@ation of a customer business agreement.

Income Taxes

The effective income tax rates were a 34.1% beaafita 34.8% expense for the three months endedr8ieer 30, 2008 and 2007,
respectively, and a 40.4% benefit and a 35.1% esgéor the nine months ended September 30, 2002@01d respectively. The decrease in
the effective tax rate in the three months endgude®eber 30, 2008 versus the comparable period0@ 2@as primarily due to the tax benefit
related to the charge for the Discover Settlemeantjally offset by a tax charge in the three merghded September 30, 2008 for the
remeasurement of deferred tax assets as a resutttinge in the Company’s estimated effective stat rate. As a result of the
remeasurement, the Company’s deferred tax asse¢sraduced by $20 million with a corresponding &ase in income tax expense. The
increase in the effective tax rate in the nine memnded September 30, 2008 versus the compaiidel jin 2007 was primarily due to the
tax benefits related to the charges for the Disc®eadtlement and the American Express Settlemeantiafly offset by the tax charge in the
three months ended September 30, 2008 for the mmexaent of deferred tax assets. The effect ofllaeges significantly changed the
geographic distribution of pre-tax income (losenfrjurisdictions with lower tax rates to those whtilgher tax rates.

In addition, the charge for the Discover Settlemesttognized for book purposes in September 200Bhevdeductible for tax purposes
in 2008 when the payment is made. Accordingly,renotine tax refund receivable has been recordedf®8 #illion related to the recovery of
estimated tax payments made previously in 2008.

The Company’s GAAP effective income tax rate far three month and nine month periods ended Septe36b2008, were
significantly affected by the tax benefit relatedtie charge for the American Express and DiscB8etitements. Due to the non-recurring
nature of the American Express and Discover Sediiegs) the Company believes that the calculatiah®R008 effective tax rate, exclusive
the charge, will be helpful in comparing effecttes rates for the three and nine months ended Séyete30, 2008.

GAAP
- Adjusted
s
GAAP Litigation Non-GAAP Tax Rate
Actual Tax Rate Settlement: Adjusted Non-GAAP
(In millions, except percentages)
Three months ended September 30, 200
Income (loss) before income tax $(294) 34.1% $ 828 $ 534 39.7%
Income tax expense (benel (100 312 212
Net income (loss $(199 $ bHle $ 322
GAAP .
Effective é(fjf]eucsttis/g
GAAP Litigation Non-GAAP Tax Rate
Actual Tax Rate Settlement: Adjusted Non-GAAP
(In millions, except percentages)
Nine months ended September 30, 200
Income (loss) before income tax $(82¢) 404% $ 2477 $ 1,64¢ 36.6%
Income tax expense (benel (339 93¢ 604
Net income (loss $(499) $ 153t $ 1,04

* Note that the figures in the preceding table maysam or recalculate due to round
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Liquidity

We need capital resources and liquidity to fundglabal operations; to provide for credit and satient risk; to finance capital
expenditures and any future acquisitions; to serthe payments of principal and interest on oustaading debt; and to service our
obligations related to litigation settlements. Afpfember 30, 2008 and December 31, 2007, we h&db$kon and $3.0 billion of cash, cash
equivalents and current available-for-sale se@gjtiespectively, to use for our operations. Weeekfhat the cash generated from operations
and our borrowing capacity will be sufficient to @eur future operating, working capital and cdpiteds and to fund future debt and
litigation settlement obligations. However, ourdidity could be negatively impacted by the adversteome of any of the legal or regulatory
proceedings to which we are a party. See Item 1Rairt || of the Company’s Quarterly Report on FA®Q for the quarter ended June 30,
2008 and Item 1A in Part | of the Company’s Anngaport on Form 10-K for the year ended DecembeRBQ7 for additional discussion of
these and other risks facing our business. SeeNaites 12 and 17 to the Consolidated Financiak8tants included in Item 1 and “—
Business Environment Challenges” for more inforomati

Nine Months
Ended September 30,
2008 __2007
(in millions)
Cash flow data:
Net cash provided by operating activit $ 931 $ 71€
Net cash provided by investing activiti 232 76
Net cash used in financing activiti (737) (322
September 3C December 31
2008 2007
(in millions)
Balance sheet data:
Current assel $ 5,077 $ 4,59
Current liabilities 3,80( 2,36:
Long-term liabilities 1,70:% 86&
Equity 1,76t 3,027

Net cash provided by operating activities for tireermonths ended September 30, 2008 was primaréyta net revenues exceeding
general and administrative and advertising and etanrfy expenses, partially offset by the initial 8XBillion payment under the American
Express Settlement, payments for income taxes ayeh@nts to merchants and customers under busigessnaents.

Net cash provided by investing activities for tlieenmonths ended September 30, 2008 primarilyeeltt net sales of available-feale
securities, including the sale of the remainingiparof our Redecard S.A. shares, ARS and shom-tewnd fund investments. Cash provided
by investing activities in 2008 was partially offéy cash used for investments in leasehold andibhgiimprovements to support increased
workforce and data center equipment, as well asstments in capitalized software to expand our fioretionality, including development
a debit and prepaid processing platform. We intenzbntinue to invest in our infrastructure to sopur growing business and strategic
initiatives.

Cash used in financing activities for the nine rherended September 30, 2008 related to the remedfapproximately 2.8 million
shares of our Class A common stock through a siegugrchase plan, the payment of approximately $iibmin quarterly dividends to our
stockholders and the repayment of $80 million ezlab the Company'’s teyear unsecured, subordinated notes that maturéuahie 2008. Se
Notes 11 and 14 to the Consolidated Financial Btat¢s included in Part | for more information o dabt repayment and stock repurch
plan, respectively.
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On October 27, 2008, MasterCard and Visa entettedlie Discover Settlement relating to the U.S.dfabantitrust litigation amongst
the parties. In connection with the Discover Setdat, MasterCard will pay $863 million to Discowerd receive $35 million from Morgan
Stanley, Discover’s former parent company, in Nolken2008. Also, on June 24, 2008, MasterCard ehiate the American Express
Settlement. Under its terms, beginning on SeptermbeP008, MasterCard is required to pay Americapréss up to $150 million each
quarter for 12 quarters, payable in cash on thi day of the last month of each quarter, for a maxh amount of $1.8 billion. See Notes 12
and 17 to the Consolidated Financial Statementaded in Part | for additional information on thdgigation settlements.

As of September 30, 2008, the Company held $218omibf auction rate securities (“ARS”) classifiad long-term available-for-sale
securities. As of December 31, 2007, the Compaitt $249 million of ARS classified as current avhlkfor-sale securities. This change in
classification is due to failure of the auction me&cism and a continued lack of liquidity in the AR@&rket. The stated maturity of the
securities ranges from 10 to 33 years, and therisiesuare collateralized by student loans withrgugees, ranging from approximately 959
98% of principal and interest, by the U.S. governimeia the Department of Education. We determitied the fair value of the ARS does
approximate par value, assigned a 10% discouihietpar value of the ARS portfolio and recordednaperary impairment within other
comprehensive income during the nine months endpteghber 30, 2008. We have the intent and abdityaid the ARS until recovery of fz
value, which may be maturity or earlier if calledifdiquidity is restored in the market. See Ndtéo the Consolidated Financial Statements
included in Part | for more information.

On September 9, 2008, our Board of Directors dedlarquarterly cash dividend of $0.15 per sharaigayon November 10, 2008 to
holders of record on October 10, 2008 of our Classmmon stock and Class B common stock. The agggegmount 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 anticipated
cash needs.

On August 29, 2008, MasterCard notified the eqimtaestor and holders of secured notes related teaitiable interest entity (the
“Trust”) of its intent to repay the equity investamd the obligations issued through the Trust. fEpayment of aggregate outstanding
principal and accrued interest on the secured patesrepayment of the equity investor, will ocbyrMarch 1, 2009 for a total amount of
$154 million. In conjunction with this repayment wal record the operations center as an asseti@falance sheet. MasterCard was in
compliance with the covenants of the secured rettS&eptember 30, 2008. See Note 11 to the Congatdiddnancial Statements included in
Part | for further discussion.

On October 28, 2008, Standard & Poor's reaffirmadBBB+ long-term and A-2 short-term counterpantgdit ratings, with a stable
outlook.

On April 28, 2008, the Company extended its coneditinsecured revolving credit facility, dated aspfil 28, 2006 (the “Credit
Facility”), for an additional year. The new expicat date of the Credit Facility is April 26, 201The available funding under the Credit
Facility will remain at $2.5 billion through Aprd7, 2010 and then decrease to $2.0 billion duffiregfinal year of the Credit Facility
agreement. Other terms and conditions in the CFeditlity remain unchanged. The Company'’s optioretjuest that each lender under the
Credit Facility extend its commitment was provigrasuant to the original terms of the Credit Facigreement. MasterCard was in
compliance with the covenants of the Credit Facditd had no borrowings under the Credit Facilitgeptember 30, 2008 and December 31,
2007, respectively. The majority of Credit Facilignders are customers or affiliates of customéMasterCard International.

In June 2007, the Company’s stockholders approwszhdments to the Company'’s certificate of incorporadesigned to facilitate an
accelerated, orderly conversion of Class B comntocksnto Class A common stock for subsequent $alEebruary 2008, the Company’s
Board of Directors authorized the conversion are satransfer of up to 13.1 million shares of Gl&common stock into Class A common
stock. In May 2008, the Company implemented andptetad a conversion program in which all of thellrBillion authorized shares of Cl:
B common stock were converted into an equal nurab€lass A common stock and subsequently soldamsferred by participating holders
of Class B common stock to public investors. SeeeNd to the Consolidated Financial Statementsided in Item 1 for additional
information.
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Future Obligations

The following table summarizes, as of Septembe2808, our obligations that are expected to impguatdity 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
2013 and
Total 2008 2009 -201( 2011 -201Z Thereafter
(In millions)

Capital leases $ H4 $ 4 $ 9 $ 4 $ 37
Operating leases 10¢ 11 52 19 27
Sponsorship, licensing & othét 63& 19¢ 313 114 9

Litigation settlement8 3,01¢ 1,11¢ 1,40(C 50C —

Debt® 17C — 15C 20 —
Total $3,987 $ 1,33 $ 1,92« $ 657 $ 73

1 Most capital leases relate to certain propertyntpdand equipment used in our business. Our lamggstal 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 facilitysi. Louis, Missouri. Substantially
lease agreements have fixed payment terms basi@ gassage of time. Some lease agreements pravigéh the option to renew the
lease or purchase the leased property. Our fupeeating lease obligations would change if we dgettthese renewal options and if
we entered into additional lease agreements.

8 Amounts primarily relate to sponsorships with dertarganizations to promote the MasterCard bramg dmounts included are fixed
and non-cancelable. In addition, these amountsidlechmounts due in accordance with merchant agréerfor future marketing,
computer hardware maintenance, software licensg®#uer service agreements. Future cash paymeatta/ihbecome due to our
customers under agreements which provide pricibgtes on our standard fees and other incentivesdhange for increased
transaction volumes are not included in the tableabse the amounts due are indeterminable andigentiuntil such time as
performance has occurred. MasterCard had accruEd @flion as of September 30, 2008 related toarasr and merchant agreeme

4 We have included our current liability of $13 nulti relating to FASB Interpretation No. 48, “Accoimgt for Uncertainty in Income
Taxes” (“FIN 48"). Due to the high degree of unegrty regarding the timing of the non-current FI8!l#&bilities, we are unable to
make reasonable estimates of the period of cadbreents with the respective taxing authority.

5 Represents amounts due in accordance with the BEs&ettlement, American Express Settlement, Uchant lawsuit and other
litigation settlements.

6 Debt primarily represents principal owed on ouri&eA Senior Secured Notes due September 2009raadrds due for the acquisition
of MasterCard France. See Notes 11 and 3, respigtio the Consolidated Financial Statements bhetlin Part | for further discussi
on these matters. The Company expects to pay tiesSe Senior Secured Notes on March 1, 2009. We lahve various credit
facilities for which there were no outstanding Inakes at September 30, 2008 that, among other thirmdd provide liquidity in the
event of settlement failures by our members. Obt dbligations would change if one or more of owmbers failed and we borrowed
under these credit facilities to settle on our merabbehalf or for other reasons.
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Recent Accounting Pronouncements

In June 2008, the Financial Accounting Standardsr8¢'FASB”) issued Staff Position Emerging Issi@sk Force 03-6-1,
“Determining Whether Instruments Granted in Shaasdgl Payment Transactions Are Participating Séesitif‘FSP EITF 03-6-1"). FSP
EITF 03-6-1 requires entities to allocate earnitoggnvested and contingently issuable share-basguignt awards that have non-forfeitable
rights to dividends or dividend equivalents wheltaiating EPS and also present both basic EPS dutédl EPS pursuant to the two-class
method described in Statement of Financial Accagn8tandards No. 128, “Earnings per Share”. FSFFBE-6-1 is effective January 1,
2009 and requires retrospective application. Then@amy will adopt FSP EITF 03-6-1 during 2009 anddsable to project its impact on
future presentations of EPS due to the inherenpbexities associated with projecting future finagerformance. For periods for which
EPS has previously been presented, including &drY007 and quarter-to-date and year-to-dategeefay 2008, the company anticipates
basic EPS and diluted EPS to (decrease)/incredsd@ss:

Earnings (Loss) per Share
Basic
Diluted

Critical Accounting Estimates

Three Nine Three Six Three
Months Months Months Months Months Year
Ended Ended Ended Ended Ended Ended
September 3C September 3C June 30, June 30, March 31, December 31
2008 2008 2008 2008 2008 2007
$ 001 $ 00 $ 004 $ 001 $ (009 $ (0.0
$ 001 $ 00 $ 004 $ 001 $ (00) $ (0.09

Our accounting policies are integral to understagdaiur results of operations and financial conditd/e are required to make estimates
and assumptions that affect the reported amourdss#ts and liabilities, and disclosure of contm@essets and liabilities, at the date of the
financial statements, and the reported amountswaue and expenses during the reporting periodshdVe established detailed policies and
control procedures to ensure that the methods tasedke estimates and assumptions are well coadraihd are applied consistently from
period to period. The following is a brief, updatbebscription of our current accounting policiesalving significant management judgments.
See Note 1 to the Consolidated Financial Statenieclisded in the Company’s Annual Report on FornKlfar the year ended December
2007 for more information on the Company’s accaumpolicies.

Financial Statement
Caption/Critical Accounting
Estimate

Assumptions/Approach Used

Effect if Actual Results Differ
from Assumptions

Discount Rate for Litigation Settlemen

We have discounted two litigation settlementsWe estimate the discount rate used to
calculate the present value of our obligatiorene percent increase in the discount rate

over their respective payment terms.

The U.S. merchant litigation settlement was
discounted at 8% over the ten-year payment
term.

The American Express Settlement was
discounted at 5.75% over the three-year
payment term.

under litigation settlements. The discount

For the U.S. merchant litigation settlement, a

would have increased annual interest exp

is a matter of management judgment at thein 2007 by approximately $4 million, and
time of each settlement, which considers owteclining amounts thereafter. The reverse

expected post-settlement credit rating and

impact would be experienced for a one

rates for sources of credit that could be usegkrcent decrease in such discount rate.

to finance the payment of such obligations
with similar terms.
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For the American Express Settlement, a one
percent increase in the discount rate would
have decreased the litigation settlement
expense for the nine months ended
September 30, 2008 by approximately $24
million. The reverse impact would be
experienced for a one percent decrease in
such discount rate.

For the American Express Settlement, a one
percent increase in the discount rate would
have increased interest expense for the nine
months ended September 30, 2008 by
approximately $4 million. The reverse imp
would be experienced for a one percent
decrease in such discount r¢
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ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

Market risk is the potential for economic lossebédncurred on market risk sensitive instrumentsrgg from adverse changes in
market factors such as interest rates, foreigreaasr exchange rates and equity price risk. We hieed exposure to market risk from
changes in interest rates, foreign currency exahaatgs and equity price risk. Management estadisind oversees the implementation of
policies, which have been approved by the CompaBgard of Directors, governing our funding, inveetits and use of derivative financial
instruments. Market volatility impacts market reskposures, however, we monitor risk exposures amagoing basis. There have been no
material changes in our market risk exposures pite®eher 30, 2008 versus December 31, 2007.

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 findricfarmation of MasterCard Incorporated and itbsidiaries for the three and nine months
ended September 30, 2008 and 2007, Pricewaterhoape LLP reported that they have applied limgsatedures in accordance with
professional standards for a review of such infaioma However, their report dated November 3, 280Bearing below, states that they did
not audit and they do not express an opinion onuthaudited financial information. Pricewaterhousefers LLP has not carried out any
significant or additional audit tests beyond thadech would have been necessary if their reporti@tdeen included. Accordingly, the
degree of reliance on their report on such inforomashould be restricted in light of the limitedtuna of the review procedures applied.
PricewaterhouseCoopers LLP is not subject to Higlify provisions of Section 11 of the Securitisst of 1933 (“the Act”) for their report on
the unaudited consolidated financial informationdese that report is not a “report” or a “past’a registration statement prepared or cert
by PricewaterhouseCoopers LLP within the meanin§eaftion 7 and 11 of the Act.

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders
of MasterCard Incorporated:

We have reviewed the accompanying consolidatechbalaheet of MasterCard Incorporated and its sisvgd (the “Company”) as of
September 30, 2008, and the related consolidat¢einseénts of operations and consolidated condenatreents of comprehensive income
(loss) for each of the three and nine month peraated September 30, 2008 and 2007, and the cdasali statements of cash flows for each
of the nine month periods ended September 30, 20682007, and the consolidated statement of changgsckholders’ equity for the nine
month period ended September 30, 2008. This intBniamcial information are the responsibility oEt@ompany’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaBlqUnited 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 hatlstandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling 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 accaowyipg consolidated interim financial
information for them to be in conformity with acetding principles generally accepted in the Unit¢at&s of America

We previously audited, in accordance with the saadsl of the Public Company Accounting Oversighti@d&nited States), the consolidated
balance sheet as of December 31, 2007, and thtedelansolidated statements of operations, compséeincome, of changes in
stockholders’ equity, and of cash flows for thernytb@n ended (not presented herein), and in owrtelated February 20, 2008, we expressed
an unqualified opinion on those consolidated finaingtatements. In our opinion, the informationfeeth in the accompanying consolidated
balance sheet as of December, 31, 2007, is fdaated in all material respects in relation to thasolidated balance sheet from which it has
been derived.

PricewaterhouseCoopers LLP
New York, New York
November 3, 200
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MASTERCARD INCORPORATED
FORM 10-Q
PART Il — OTHER INFORMATION

Item 1. Legal Proceeding:
Refer to Note 17 to the Consolidated Financialest&ints 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, 2007
and the Company’s Quarterly Report on Form 10-QHerquarter ended June 30, 2008. See Part |, Atdvfanagement’s Discussion and
Analysis of Financial Condition and Results of Ggiems — Business Environment Challenges” in tloisyF10-Q for a discussion of the
conditions in the financial markets and economieditions affecting our business. This discussiodates, and should be read together with,
the risk factor entitled “Global economic, politiead other conditions may adversely affect trandsonsumer spending, which may
materially and adversely impact our revenue anditptality.” in the Company’s Annual Report on Fort9-K for the year ended
December 31, 2007.

Iltem 5. Other Information

On October 28, 2008, the Company, in the ordinatyge of business, issued 31 shares of its Claggnvnon stock to new principal
members of MasterCard International, which wasebffy the retirement of 16 shares of Class M comstook due to the terminations of
principal members, pursuant to the amended andtegkstertificate of incorporation of the Comparhe(tCharter”). In the aggregate, these
issuances of new shares of Class M common stock mere than one percent of the total number ofeshaff Class M common stock
outstanding. Pursuant to Article 1V, Section 4.3@®}he Charter, the Company issues a share obGlasommon stock upon each principal
member of MasterCard International becoming a mermbé executing a license agreement with Master@aednational. The shares of
Class M common stock were issued in reliance uperekemption from registration contained in Secti(®) of the Securities Act of 1933,
amended, on the basis that the transaction, tbarsge of a share upon the issuance of a licerg@odiinvolve any public offering.

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: November 3, 20C MASTERCARD INCORPORATEL
(Registrant)
Date: November 3, 2008 By: /s ROBERT W. SELANDER

Robert W. Selande
President and Chief Executive Offic
(Principal Executive Officer

Date: November 3, 2008 By: /s/ MARTINA HUND-MEJEAN
Martina Hun-Mejean
Chief Financial Officel
(Principal Financial Officer)

Date: November 3, 2008 By: /s/ TARA A. MAGUIRE
Tara A. Maguire
Corporate Controllel
(Principal Accounting Officer
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Exhibit

Number

10.1
10.2

15
311

31.2

32.1

32.2

EXHIBIT INDEX

Exhibit Description

Release and Settlement Agreement dated as of @@@p2008 by and among MasterCard, Discover aisd.

Agreement, dated as of October 27, 2008, by anchgriasterCard International Incorporated, Masted@acorporated,
Morgan Stanley, Visa Inc., Visa U.S.A. Inc. and&/Iaternational Service Associatic

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

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

Certification of Martina Hund-Mejean, Chief FinaakcOfficer, pursuant to Rule 13a-14(a)/ 15d-144s)adopted pursuant to
Section 302 of the Sarbal-Oxley Act of 2002

Certification of Robert W. Selander, President &hief Executive Officer, pursuant to 18 U.S.C. 8t 350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

Certification of Martina Hund-Mejean, Chief FinaakcOfficer, pursuant to 18 U.S.C. Section 1350adgpted pursuant to
Section 906 of the Sarbar-Oxley Act of 2002
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Exhibit 10.1

Release and Settlement Agreement

1. Definitions.

1.1 “Affiliate” means an entity’s current direct imdirect parents, subsidiaries, predecessorssaccessors together with their past and
current officers, directors, employees, agents,ataineys.

1.2 “Applicable Interest” means 59% of the actuédiest that has been paid to Visa as a resutieohtvestment by Visa of the Visa
Settlement Fund in an investment vehicle mutuadiyead upon by Visa and Discover.

1.3 “Claim” means any and all manner of claims, derds, actions, causes of action, suits, damaga#iveuor exemplary damages,
liabilities, judgments, debts, injunctive reliefaiens over, accounts, warranties, liens, attornésess, costs or expenses, whether based in
contract law, tort law, equity, statute, regulationotherwise, whether state, federal, or locagvin or unknown or asserted or unasserted.

1.4 “Control” or “Controlled’means possessing directly or indirectly the powercte five percent (5%) or more of any class dfngpcapital
stock of a Person or to direct or cause the doaaif the management or policies of a Person, venetitough the ownership of voting capital
stock, by contract or otherwise.

1.5 “Dedication Agreement” means any agreement éetvvisa or MasterCard, on the one hand, and aeqanty, on the other hand, under
which the counterparty to the agreement with VisMasterCard receives valuable consideration imamge for (i) volume on its Visa or
MasterCard Payment Cards, or (ii) branding a aepaition or amount of its Payment Cards as Mastet©r Visa cards.

1.6 “Discover” means Discover Financial ServicesS5ervices, LLC, Discover Bank, and their subsieiaand Affiliates.
1.7 “Discover Financial Services Volume” meanstthtal combined transaction volume from DiscovermReagt Cards.
1.8 “Discover Mark” means any Mark now or in théufie owned or licensed by Discover, its Affilia@stheir successors and assigns.

1.9 “Discover Network” means the Payment Card nétveavned or Controlled by Discover on which DiscoMetwork-branded Payment
Cards are processed.

1.10 “Discover Payment Cards” means Payment Chatsate issued by Discover (including its succesaad assigns), that bear a Discover
Mark, or that are transacted on (i) the Discovetwdek or any other Payment Card network owned antttled by Discover (including its
successors and assigns), or (ii) any Payment Gaveonk into which the foregoing networks are mergaahsolidated, or otherwise rendered
interoperable
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1.11 “Discover Released Claim” means any and ain®$ that Discover asserted or could have assirtheé Litigation based in whole or in
part on the alleged illegality or tortious or otese actionable effect of the Visa Rules, the Ma@3aed Rules or any Visa and/or MasterCard
act, omission or occurrence from the beginningrmétthrough the Effective Date, including but riatited to any alleged future losses,
harms, or damages arising from the existence aatipa of such Rules, act, omission, or occurre¢hoeugh the Effective Date. With respect
to Claims arising out of Dedication Agreements #rat currently in effect (or have expired or beeminated), “Released Claim” includes,
without limitation, any Claim for alleged harm cardage arising out of the past, present, or futpezation of such a Dedication Agreement
through and including the date of its natural exjidn (i.e., its original date of expiration without regardaioy extension or renewal of the
Dedication Agreement that is entered into after&ffective Date). Notwithstanding the foregoingcept as provided in the immediately
preceding sentence with respect to Dedication Ageses, Discover Released Claims shall not inclijdenfy Claim subsequent to the
Effective Date for injunctive relief; (ii) any Clai for damages incurred after the Effective Datdregjany Visa Released Entity or
MasterCard Released Entity arising from (X) thestetice or operation of any conduct, contract, M&steel Rule or Visa Rule put into effect
after the Effective Date or (Y) any act or condaigplicable to a contract, MasterCard Rule or ViséeRhat was in existence prior to the
Effective Date that is inconsistent with Visa’sMasterCard’s respective practice prior to the BffecDate; (iii) any Claim for damages
incurred after the Effective Date against any M&saed Released Entity arising from the existenceparation of any MasterCard Rule that
would prohibit MasterCard-branded debit cards fimarticipating in PULSE in the United States, or ¢l SE Mark from appearing on the
back of such cards after the Effective Date; oy &y Party’s Claim regardless of the legal thagegn which it is based, against any other
Party for the alleged breach of or to seek thererfoent of this Release and Settlement Agreement.

1.12 “Effective Date” means the latest of (i) theadthat this Release and Settlement Agreemertidesduly executed by the Parties shown
on the signature lines at the end of this ReleadeSettiement Agreement, (i) the date on whicheM<lass B shareholders approve this
Release and Settlement Agreement by a two-thirts yid) the date on which the Release and Se#tlgmAgreement is approved by Visa's
Boards of Directors, (iv) the date on which thedsk and Settlement Agreement is approved by Mzetdls Board of Directors, or (v) the
date on which the Release and Settlement Agreeisiapproved by Discover’s Board of Directors.

1.13 “Execution Date” means the date that this &deand Settlement Agreement has been executée Batties shown on the signature
lines at the end of this Release and Settlementekgent.

1.14 “Litigation” means Discover Financial Servicesal. v. Visa U.S.A. Inc., et al., Case No. 04-C7844 (S.D.N.Y.).

1.15 “Mark” means a word, name, design, symbogtber device, or any combination thereof, which antity adopts to identify its goods or
services.

1.16 “MasterCard” means MasterCard IncorporatedMasterCard International Incorporated and thefiliafes.
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1.17 “MasterCard Released Entities” means Master@ad any entity that is or at the time of anyhaf évents alleged in the Litigation was
an issuer of MasterCard Payment Cards or an acdair®asterCard, or otherwise admitted as a memb#&tasterCard.

1.18 “MasterCard Rules” means (i) any limitatiorrestriction on the ability of a MasterCard issteeissue Payment Cards on any network
owned, Controlled or operated by Discover or a i&sard acquirer to act as an acquirer for any ndgtwaned, Controlled or operated by
Discover, including but not limited to MasterCar@€smpetitive Programs Policy and (ii) any otheMazsterCard’s by-laws, operating
regulations, rules, policies, practices, procedubeslication Agreements, or other agreements.

1.19 “Payment Cards” means credit cards, debitscatthrge cards, prepaid cards, stored value aaasnercial cards, virtual cards, and
other payment transaction products or devicesydinh those that do not utilize a tangible card).

1.20 “Party” means each signatory to this ReleaseSettlement Agreement.
1.21 “Performance Period” means each of the pediana periods set forth in Schedule A attached biemad incorporated herein.

1.22 “Person” means an individual, corporationtmenship, limited liability company, estate, trustmmon or collective fund, association,
private foundation, joint stock company or othetitgn

1.23 “Visa” means Visa Inc. and its Affiliates apiedecessors including Visa U.S.A. Inc. and Vigarimational Service Association.

1.24 “Visa Released Entities” means Visa, Visa parand any entity that is or at the time of anthefevents alleged in the Litigation was an
issuer of Visa or Visa Europe Payment Cards, anieggfor Visa or Visa Europe, or otherwise adntittess a member of Visa.

1.25 “Visa Rules” means (i) any limitation or réstion on the ability of a Visa issuer to issue P@ayt Cards on any network owned,
Controlled or operated by Discover or a Visa acgquio act as an acquirer for any network owned,t@tiead or operated by Discover,
including but not limited to By-Law 2.10(e) and) @ny other of Visa's by-laws, operating regulasiprules, policies, practices, procedures,
Dedication Agreements, or other agreements.

1.26 “Visa Settlement Fund” means the amount 08%2,500,000.
2. Release.

2.1 Discover represents and warrants that as afdteof this Release and Settlement Agreemeittiginot aware of any Claims against the
Released Parties other than the Claims releas#usRelease and Settlement Agreement and (igstrio present intention to make any
Claim against Visa or MasterCard.
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2.2 Visa represents and warrants that as of theafahis Release and Settlement Agreement @)ribt aware of any Claims against Discover
and (i) it has no present intention to make angii@lagainst Discover.

2.3 MasterCard represents and warrants that deafdte of this Release and Settlement Agreemjhiginot aware of any Claims against
Discover and (ii) it has no present intention tdkmany Claim against Discover.

2.4 In consideration of Visa’'s and MasterCard'dgdtions herein, including as set forth in paragrapoelow, Discover hereby totally
releases and discharges the Visa Released Eiatittethe MasterCard Released Entities from any Aitisztover Released Claims.

2.5 The Parties hereby warrant and representhbgtare familiar with the provisions of Califorrtavil Code Section 1542, and knowingly,
voluntarily, intentionally and expressly waive aayd all rights and benefits conferred by Califor@igil Code Section 1542 and any law of
any state or territory of the United States or fomgign country or principle of common law thasimilar to Section 1542. Section 1542
states:

A general release does not extend to claims wiiettteditor does not know or suspect exist in d®ff at the time of executing the
release, which if known by him must have materiaffgcted his settlement with the debtor.

3. Payments.

3.1 In consideration for the foregoing releasesaragraph 2, MasterCard will pay to Discover $868illion on or before November 14,
2008.

3.2 In consideration for the foregoing releasea\dball pay to Discover as follows: Four (4) paytees set forth herein, contingent on the
performance of Discover Financial Services Voluifige amount of each of the first 3 payments wilbbg of the Discover Financial Servic
Volume for the Performance Period in which the pagtis due up to the maximum amount for such Pexdoice Period as set forth in
Schedule A, provided however that if the paymengfoy of the first 3 Performance Periods is lessittihe applicable maximum payment for
such Performance Period, the maximum payment fotuse Performance Period or Periods shall be aswd by the difference between the
applicable maximum payment and such lesser ama@wvha actually due. The amount of the fourth payméhbe 21% of the Discover
Financial Services Volume for the final PerformaRegiod set forth in Schedule A up to the maximumoant set forth in Schedule A
(subject to adjustment in accordance with the phecesentence) (plus Applicable Interest on thahed of the Visa Settlement Fund for the
period between November 14 and the date of finain@at) minus an amount equal to the differencenif, between $1,415,625,000 and the
actual amounts earned based on the performanbe @fiscover Financial Services Volume for eactheffirst three Performance Periods.
Notwithstanding anything herein to the contrarg thaximum amount of the four (4) payments due fxosa is $1,887,500,000 plt
Applicable Interest thereon for the period from KMmber 14, 2008 through the date of final payment.

3.3 All such payments shall be made by wire transf¢he account designated by Discover in accarelavith the notice provision herein.
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3.4 If the amounts required to be paid pursuapatagraph 3 of this Release and Settlement Agreeabewe are not paid as required,
Discover may, at its option, commence an arbitratibcollect such payments or declare a defauthisfRelease and Settlement Agreemel
the Party that has failed to make the required @agrithe “Defaulting Party”). The Defaulting Pavi§ll have 30 days from receipt of any
notice of default to cure such default by making tbquired payment. If the Defaulting Party failctire any default in the time provided,
Discover, at its sole election, may declare thikeRee and Settlement Agreement null and void vesipect to the Defaulting Party and, upon
returning all settlement payments previously reegifrom the Defaulting Party, Discover shall bati to reassert the Released Claims
against the Visa Released Entities (if Visa isDieéaulting Party) or against the MasterCard Rele&sdtities (if MasterCard is the Defaulting
Party) to the full extent that such Released Claimdd have been pursued in the absence of thsaBeland Settlement Agreement and any
statute of limitations defense arising as a resfullhis Release and Settlement Agreement or itéeémentation is waived. For the avoidanct
doubt, in the event of such termination, the VigdeRsed Entities and the MasterCard Releaseddtéserve the right to assert all statute of
limitations defenses against Released Claims ltegtwould have been able to assert in the absdnbesdrelease and Settlement Agreement
or its implementation, except that the applicaldéuses of limitations shall be tolled for a perfoom the Effective Date until 90 days
following Discover’s declaration of a default ofglRelease and Settlement Agreement.

4. Other Provisions.

4.1 The Parties hereto shall use their best effortdbtain all necessary approvals of this ReleaseSettlement Agreement, and to transmit
copies of all such approvals to counsel for theaigries hereto, within 30 days of the ExecutioteD#&his Release and Settlement
Agreement shall take effect on the Effective Date.

4.2 Within seven days after the Effective Date cDigr shall dismiss the Litigation without prejugliexcept that such dismissal shall have
the effect of dismissal with prejudice with respecany Party upon Discover's receipt of all setiémt payments due from such Party
pursuant to paragraph 3 of this Release and SettieAgreement.

4.3 The Visa Released Entities and MasterCard BeteEntities who do not appear on the signatues lbelow are acknowledged and agt
to be third-party beneficiaries of this Release 8attlement Agreement and have the same rightsftwee this Release and Settlement
Agreement as the signatories hereto.

4.4 Except as expressly provided in this ReleadeSattlement Agreement, this Release and SettleAgmeement is not intended to create,
and does not create, any third-party beneficiaglgts.

4.5 Any question or dispute arising from or relgtto this Release and Settlement Agreement shakbesively resolved by binding
arbitration pursuant to the rules of the InternadldChamber of Commerce. Any such arbitration dheljoverned by the law of the State of
New York, without regard to its choice of law rulesd shall take place in New York, New York, Clgicalllinois, or San Francisc
California, with the venue to be selected by theyP@sponding to the arbitration proceeding.
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4.6 For a period of five years from the Effectivat®, all disputes between Discover on the one haddvisa or MasterCard on the other not
arising from or relating to this Release and Seitiat Agreement shall be subject to a dispute résalfiormat that includes: (i) written notice
and an opportunity to cure; and (ii) a designabigrihe Parties of one or more Senior Executivab@r CEOs to make good faith efforts
promptly to resolve all such disputes, prior to &ayty instituting litigation against the other.

4.7 The Parties acknowledge and agree that, ekmeahy agreements to which Discover is not a R#nig Release and Settlement
Agreement constitutes the sole and only agreenedntden the Parties with respect to the subjectemhéreof and that it correctly sets forth
the rights, duties, and obligations of each Partyach other Party as of the Effective Date.

4.8 This Release and Settlement Agreement maydxgited in counterparts with the same force andeéfe if executed in one complete and
original document.

4.9 This Release and Settlement Agreement may leadad or superseded only by a written agreemepte@icuted by all of the signatories
hereto, and such amendments and superseding agnseifiany, may not affect or prejudice the rightsl/or benefits accruing to the Visa
Released Entities or MasterCard Released Entities.

4.10 The Parties agree to work in good faith tordmate the timing of any public announcement rday the existence or terms of this
Release and Settlement Agreement. In any publieratnts regarding the Release and Settlement Agrdeon the Claims asserted in the
Litigation, no Party will discuss the merits of BuClaims or disparage any other Party, providetlttteforegoing is not intended to restrict
discussion of the nature of such Claims, of fattsaaly in the public domain, of existing publisHedal decisions or any disclosure required
by law.

4.11 Notices
All notices to be provided under this Release agitlSnent Agreement must be in writing and addigsssfollows:
If to Discover:

DFS Services, LLC

Attn: General Counsel

Law and Compliance Department

2500 Lake Cook Road

Riverwoods, IL 60015 Facsimile: (224) 405-4244
Email: kellymcnamaracorley@discover.com
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If to Visa:

Visa Inc.

Attn: General Counsel

P.O. Box 8999

San Francisco, CA 94128-8999
Facsimile: (650) 432-7436
Email: jfloum@visa.com

If to MasterCard:

Noah J. Hanft
MasterCard Worldwide

General Counsel, Chief Franchise Officer and CafmS&ecretary

2000 Purchase Street
Purchase, NY 10577-2509

Email: noah_hanft@mastercard.com

Facsimile: (914) 249-4262

IN WITNESS WHEREOF, the Parties hereto have dulycexed this Release and Settlement Agreementtas @f7th day of
October, 2008.

Discovel

By:

/s/ David W. Nelm:

Title:

Chief Executive Office

Date:

October 27, 200

Visa

By:

Title:

Date:
MasterCard
By:

Title:

Date:

/s/ Joshua R. Floul

General Counse

October 27, 200

/s/ Noah J. Hanl

General Counsel and Chief Franchise Off

October 27, 200
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Settlement Communication Subject to Fed. R. Evid.@B

SCHEDULE A
Target
(% of Discover
Payment Date Maximum Payment Performance Period Financial Services Volume)
12/15/200¢ 471,875,00 12/1/200&- 2/28/200! 5%
3/13/200¢ 471,875,00 3/1/2008- 5/31/200¢ 5%
6/15/200¢ 471,875,00 6/1/2008- 8/31/200¢ 5%
9/28/200¢ 471,875,00 9/1/2009- 9/21/200¢ 21%



Subject to Fed. R. Evid. 4C
Exhibit 10.2

Agreement

This Agreement (the “Agreement”) is made, as ofobet 27, 2008 (the “Effective Date”), between Mar@tanley, Visa Inc. (“Visa”)
and MasterCard Incorporated (“MasterCard”) (colledy the “Parties,” and each a “Party”).

WHEREAS, Visa and MasterCard contemplate enteritga settlement agreement with Discover Finar&galzices, Inc. and certain of
its affiliates (“Discover”) to resolv®iscover Financial Services, et al. v. Visa U.3n&., et al., Case No. 04-CV-07844 (S.D.N.Y.) (the
“Litigation”); and

WHEREAS, pursuant to the Separation and Distrilufigreement by and Between Morgan Stanley and D&ckinancial Services
dated as of June 29, 2007 (the “Separation Agretindorgan Stanley is entitled to receive from Baser a portion of the proceeds of such
settlement; and

WHEREAS, to facilitate a settlement of the Litigatiand its receipt of funds pursuant to the Sejmar@tgreement, Morgan Stanley has
agreed to make certain payments to Visa and Maatdr&s set forth herein.

NOW, THEREFORE, in consideration of the premises thie mutual covenants and agreements containethhand for other good
and valuable consideration, the receipt and sefiicy of which are hereby acknowledged, the Pangesby agree, intending to be legally
bound, as follows.

1. Condition PrecedentThis Agreement is conditioned upon the execubipivisa, MasterCard, and Discover of a settlemgnt@ment it
the Litigation pursuant to which Visa and MasterCaill make settlement payments to Discover to@i2.75 billion (such settlement
an “Applicable Settlement” and the agreement meatianng such settlement the “Applicable Settlem&gteement”). In the event that
no such Applicable Settlement is reached beforeeBer 15, 2008 this Agreement shall be null and aoid of no further effect,
except that the provisions relating to confideityiadf paragraph 7 shall continue in full force aeféect.

2. Notice by Visa and MasterCa. In order to facilitate the payments by Morgann&tg set forth in paragraph 3, not less than 48$ou
prior to making any payment pursuant to an Applieagettlement, (i) Visa shall provide notice of ttees and times on which it will
make its settlement payments to Discover (eachisa“Payment Time”) and of the account to whichghgments to Visa by Morgan
Stanley contemplated by paragraph 3 shall be naatte(ii) MasterCard shall provide notice of theedand time on which it will make
its settlement payment to Discover (the “MasterRagtment Time”and of the account to which the payment to Mastet®@s Morgar
Stanley contemplated by paragraph 3 shall be n

3. Payments by the Parti. Each Party will make payments as set forth ia

1
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paragraph: (i) at each Visa Payment Time, Visal glzgl that portion of $1,887,500,000 required by Applicable Settlement
Agreement to the account designated by DiscovérdérApplicable Settlement Agreement; (ii) at eagseMPayment Time, Morgan
Stanley shall pay a sum determined by multiplyimg ¢ontemporaneous Visa payment to Discover bgaiiém, the numerator of which
is 65,000,000 and the denominator of which is 1,887,000, to the account designated by Visa;dtithe MasterCard Payment Time,
MasterCard shall pay $862,500,000 million to theoamt designated by Discover in the Applicable8etent Agreement; and (iv) at
the MasterCard Payment Time, Morgan Stanley stall$85,000,000 to the account designated by Maatdr&or the avoidance of
doubt, the total of all payments by Morgan Starmgaysuant to this Agreement shall not exceed $3500@0paid to MasterCard and
$65,000,000 paid to Vis:

4. Tax and Accounting TreatmenExcept as otherwise required by applicable la@amounting standards, each Party agrees to tndat a
report for all tax and accounting purposes thefékon and $35 million paid hereunder by Morgami@ey to Visa and MasterCard,
respectively, as a reduction in the ApplicableISetent amounts paid by Visa and MasterCard to Ddiscaespectively, under the
Applicable Settlement Agreemel

5.  No Third-Party Beneficiaries This Agreement is made and shall be binding @hiaare solely to the benefit of the Parties ararth
respective successors or permitted assigns butwitigeconfers no rights or defenses upon any notyPa Party may not assign any of
its obligations under this Agreement to anothesperor entity without the written consent of eateo Party. Subject to the foregoing,
each Party shall require any entity(ies) that, e=salt of any merger, purchase of assets, reagtain or other transaction, acquires or
succeeds to all or substantially all of the bussrsassets of such Party to assume the obligadiosisch Party under this Agreement
pursuant to a written assumption agreement in famchsubstance reasonably satisfactory to the Btudies.

6. Governing Law This Agreement shall be governed by and inteegrét accordance with the laws of the State of Wata, without
regard to its conflicts of law principles. All Piag hereby agree that this Agreement is consistéhtpublic policy.

7.  Confidentiality. The Parties agree to work in good faith to camaté the timing of any public announcement regarthe existence or
terms of this Agreemen

8. Interpretation For purposes of interpretation, this Agreemeatldle deemed to have been drafted by the Padigallg and no
ambiguity shall be resolved against any Party Ibyigiof their participation in the drafting of thAgreement

9. Integrated AgreemeniThe Parties acknowledge and agree that, excephfoagreements to which Morgan Stanley is naréyPthis
Agreement constitutes the sole and only agreenantden the Parties with respect to the subjectar
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10.

11.

12.

hereof and that it correctly sets forth the righigjes, and obligations of each Party to eachrd®aety as of the Effective Dal

Assignability. No Party may assign all or any of its rights bligations under this Agreement without the exprestten consent of the
other Parties. This Agreement shall apply to amdi tihe Parties and their respective successonddrest, including any entity
succeeding to or acquiring a controlling interasamy significant, wholly-owned business divisidrad?arty or a significant portion of
the Part’s assets

CounterpartsThis Agreement may be executed in counterpatts the same force and effect as if executed incomeplete and
original document

Severability If any section or clause of this Agreement isiidto be illegal or invalid or unenforceable foyarason, it shall be
deemed to be modified to the minimum extent necgssacure such illegality, invalidity, or unenf@ability and the remaining sections
and clauses of this Agreement will remain in follde and effect

13. Approvals. Each Party affirms for the other Parties thafurther approvals of or votes on this Agreementracgiired.
Visa Inc., Visa U.S.A. Inc., and Visa Morgan Stanley

International Service Associati By:

By: /s/ Joshua R. Floum By: /s/ Eric Grossman

Joshua R. Flour Eric Grossmai

General Counsel and Corporate Secretary Managing Director and Global Head of
Visa Inc. Litigation

Dated: October 27, 20( Morgan Stanle!

Dated: October 27, 20(

MasterCard International Incorporated
and MasterCard Incorporat

By: /s/ Noah J. Hanft

Noah J. Hanf

General Counsel, Chief Franchise Officer
& Corporate Secretal

MasterCard Incorporate

Dated: October 27, 20(




EXHIBIT 15
November 3, 200

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

Commissioners:

We are aware that our report dated November 3, 2Aa8ur review of unaudited interim financial infoation of MasterCard Incorporated
and its subsidiaries (the “Company”) for the thag@e nine month periods ended September 30, 2008 apigmber 30, 2007 and included in
the Company’s quarterly report on Form 10-Q fordharter ended September 30, 2008 is incorporatedference in the Company’s
Registration Statements on Form S-8 dated Jun20®® (File No. 333-135572), August 9, 2006 (File B83-136460) and June 15, 2007
(File No. 333-143777).

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: November 3, 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

[, Martina Hund-Mejean, 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: November 3, 20C

By: /s/ Martina Hund-Mejean
Martina Hun-Mejean
Chief Financial Officel




EXHIBIT 32.1

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

In connection with the Quarterly Report of MastexCkncorporated (the “Company”) on Form @Qfor the period ending September 30, 2
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Robert WlaBder, 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. Seland:
Robert W. Selander
President and Chief Executive Offic

November 3, 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 @Qfor the period ending September 30, 2
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), |, Martina lduvejean, certify, pursuant to 18
U.S.C. section 1350, as adopted pursuant to se@@i6rof the Sarbanes-Oxley Act of 2002, that toliest of my knowledge:

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/ Martina Hun-Mejean
Martina Hund-Mejean
Chief Financial Office

November 3, 200



