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"

In this Report on Form 10-Q (“Report”), references to the “Company,” "Mastercard,” “we,” “us” or “our"” refer to the Mastercard
brand generally, and to the business conducted by Mastercard Incorporated and its consolidated subsidiaries, including our
operating subsidiary, Mastercard International Incorporated.

Forward-Looking Statements

This Report contains forward-looking statements pursuant to the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995. All statements other than statements of historical facts may be forward-looking statements. When
used in this Report, the words "believe”, "expect”, "could”, "may", “would", “will", “trend" and similar words are intended to
identify forward-looking statements. Examples of forward-looking statements include, but are not limited to, statements

that relate to the Company's future prospects, developments and business strategies.

Many factors and uncertainties relating to our operations and business environment, all of which are difficult to predict and
many of which are outside of our control, influence whether any forward-looking statements can or will be achieved. Any
one of those factors could cause our actual results to differ materially from those expressed or implied in writing in any
forward-looking statements made by Mastercard or on its behalf, including, but not limited to, the following factors:

. payments system-related legal and regulatory challenges (including interchange fees, surcharging and the
extension of current regulatory activity to additional jurisdictions or products)

. the impact of preferential or protective government actions

. regulation of privacy, data protection and security

. regulation to which we are subject based on our participationin the paymentsindustry (including payments

oversight, anti-money laundering and economic sanctions, financial sector oversight, issuer practice
regulation and regulation of internet and digital transactions)

. potential or incurred liability and limitations on business resulting from litigation

. the impact of competition in the global payments industry (including disintermediation and pricing
pressure)

. the challenges relating to rapid technological developments and changes

. the impact of information security failures, breaches or service disruptions on our business

. issues related to our relationships with our financial institution customers (including loss of substantial

business from significant customers, competitor relationships with our customers and banking industry
consolidation)

. the impact of our relationships with other stakeholders, including merchants and governments
. exposure to loss or illiquidity due to settlement guarantees and other significant third-party obligations
. theimpact of globaleconomic and political events and conditions (including global financial market activity,

declines in cross-border activity, negative trends in consumer spending and the effect of adverse currency
fluctuation)

. reputational impact, including impact related to brand perception, account data breaches and fraudulent
activity

. issues related to acquisition integration, strategic investments and entry into new businesses

. issues related to our Class A common stock and corporate governance structure

Please see a complete discussion of these risk factors in Part |, ltem 1A - Risk Factors of the Company's Annual Report on
Form 10-K for the year ended December 31, 2016. We caution you that the important factors referenced above may not
contain all of the factors that are important to you. Our forward-looking statements speak only as of the date of this
Report or as of the date they are made, and we undertake no obligation to update our forward-looking statements.



PART | — FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

MASTERCARD INCORPORATED
CONSOLIDATED BALANCE SHEET

(UNAUDITED)
June 30, 2017 December 31, 2016
(in millions, except per share data)
ASSETS

Cash and cash equivalents $ 5177 $ 6,721
Restricted cash for litigation settlement 544 543
Investments 1,782 1,614
Accounts receivable 1,708 1,416
Settlement due from customers 1,271 1,093
Restricted security deposits held for customers 993 991
Prepaid expenses and other current assets 1,067 850
Total Current Assets 12,542 13,228
Property, plant and equipment, net of accumulated depreciation of $650 and $603,

respectively 845 733
Deferred income taxes 375 307
Goodwill 2,759 1,756
Other intangible assets, net of accumulated amortization of $1,058 and $974, respectively 1,126 722
Other assets 2,192 1,929
Total Assets $ 19839 $ 18,675

LIABILITIES, REDEEMABLE NON-CONTROLLING INTERESTS AND EQUITY

Accounts payable $ 654 $ 609
Settlement due to customers 1,106 946
Restricted security deposits held for customers 993 991
Accrued litigation 736 722
Accrued expenses 3,306 3,318
Other current liabilities 788 620
Total Current Liabilities 7,583 7,206
Long-term debt 5,326 5,180
Deferred income taxes 140 81
Other liabilities 842 524
Total Liabilities 13,891 12,991
Commitments and Contingencies
Redeemable Non-controlling Interests 70 —
Stockholders' Equity
Class A common stock, $0.0001 par value; authorized 3,000 shares, 1,379 and 1,374 shares

issued and 1,051 and 1,062 outstanding, respectively - -
Class B common stock, $0.0001 par value; authorized 1,200 shares, 16 and 19 issued and

outstanding, respectively - -
Additional paid-in-capital 4,257 4,183
Class A treasury stock, at cost, 329 and 312 shares, respectively (18,911) (17,021)
Retained earnings 21,205 19,418
Accumulated other comprehensive income (loss) (699) (924)
Total Stockholders' Equity 5,852 5,656
Non-controlling interests 26 28
Total Equity 5,878 5,684
Total Liabilities, Redeemable Non-controlling Interests and Equity $ 19839 $ 18,675

The accompanying notes are an integral part of these consolidated financial statements.



Net Revenue

Operating Expenses

General and administrative

Advertising and marketing

Depreciation and amortization

Provision for litigation settlement
Total operating expenses

Operating income

Other Income (Expense)

Investment income

Interest expense

Other income (expense), net
Total other income (expense)

Income before income taxes

Income tax expense

Net Income

Basic Earnings per Share

MASTERCARD INCORPORATED
CONSOLIDATED STATEMENT OF OPERATIONS

(UNAUDITED)

Basic Weighted-Average Shares Outstanding

Diluted Earnings per Share

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016
(in millions, except per share data)
$ 3053 $ 2,694 $ 5787 $ 5,140
1,075 930 2,026 1,798
214 184 384 319
111 93 203 188
— 107 15 107
1,400 1,314 2,628 2,412
1,653 1,380 3,159 2,728
14 10 29 20
(39 (22) (78) (42)
— 3) (4) (4)
(25) (15) (53) (26)
1,628 1,365 3,106 2,702
451 382 848 760
$ 1,177 $ 983 $ 2,258 $ 1,942
$ 1.10 $ 089 $ 210 $ 1.76
1,070 1,098 1,074 1,104
$ 110 $ 089 $ 209 $ 1.75
1,075 1,101 1,078 1,107

Diluted Weighted-Average Shares Outstanding

The accompanying notes are an integral part of these consolidated financial statements.



MASTERCARD INCORPORATED
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(UNAUDITED)
Three Months Ended Six Months Ended
June 30, June 30,
2017 2016 2017 2016
(in millions)
Net Income $ 1,177 $ 983 $ 2,258 $ 1,942
Other comprehensive income (loss):
Foreign currency translation adjustments 230 89) 316 5
Income tax effect 2 (7) 1 (5)
Foreign currency translation adjustments, net of income tax effect 232 (96) 317 —
Translation adjustments on net investment hedge (108) 28 (142) (36)
Income tax effect 40 (9) 52 13
Translation adjustments on net investment hedge, net of income tax effect (68) 19 (90) (23)
Defined benefit pension and other postretirement plans — (@D) 2) (@D)
Income tax effect — — 1 —
Defined benefit pension and other postretirement plans, net of income tax effect — Q) (@D) 1)
Investment securities available-for-sale (@D) 2 2) 5
Income tax effect 1 (1) 1 (2)
Investment securities available-for-sale, net of income tax effect — 1 (@D) 3
Other comprehensive income (loss), net of tax 164 (77) 225 (21)
Comprehensive Income $ 1341 $ 906 $ 2483 $ 1,921

The accompanying notes are an integral part of these consolidated financial statements.

MASTERCARD INCORPORATED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(UNAUDITED)

Stockholders' Equity

Accumulated

Common Stock Retained Comg‘g;\eernsive Aggli:ilg:nul T?cleuusssufy Cor:\::ggl-ling Total
ClassA Class B Earnings Income (Loss) Capital Stock Interests Equity
(in millions, except per share data)
Balance at December 31, 2016 $ — 3 — $19418 $ (924) $ 4,183 $ (17,021) $ 28 $ 5,684
Net income — - 2,258 - — - — 2,258
A contraliing nterasts - - - - - - @

Other comprehensive income

(loss), net of tax - - - 225 - - - 225
Cash dividends declared on
Class A and Class B common
stock, $0.44 per share = = (471) = = = = (471)
Purchases of treasury stock — — — — — (1,894) — (1,894)
Share-based payments — — — = 74 4 — 78
Balance at June 30, 2017 $ — % — $21,205 $ 699 $ 4,257 $ (18911 $ 26 $ 54878

The accompanying notes are an integral part of these consolidated financial statements.



MASTERCARD INCORPORATED
CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)
Six Months Ended June 30,
2017 2016
(in millions)
Operating Activities
Net income $ 2,258 $ 1,942
Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of customer and merchant incentives 496 396
Depreciation and amortization 203 188
Share-based compensation 88 74
Tax benefit for share-based payments — (33)
Deferred income taxes (23) 8)
Other 35 (28)
Changes in operating assets and liabilities:
Accounts receivable (186) (100)
Settlement due from customers a77) 75
Prepaid expenses (980) (522)
Accrued litigation and legal settlements 14 107
Accounts payable 24 (18)
Settlement due to customers 159 (50)
Accrued expenses (4) —
Net change in other assets and liabilities 132 96
Net cash provided by operating activities 2,039 2,119
Investing Activities
Purchases of investment securities available-for-sale (322) (561)
Purchases of investments held-to-maturity (514) (139)
Proceeds from sales of investment securities available-for-sale 105 107
Proceeds from maturities of investment securities available-for-sale 248 162
Proceeds from maturities of investments held-to-maturity 461 130
Purchases of property, plant and equipment (114) (101)
Capitalized software (54) (80)
Acquisition of businesses, net of cash acquired (951) -
Investment in nonmarketable equity investments (121) ayn
Other investing activities 8 (2)
Net cash used in investing activities (1,254) (495)
Financing Activities
Purchases of treasury stock (1,893) (1,819)
Payment of debt (64) —
Dividends paid (474) (421)
Tax benefit for share-based payments — 33
Tax withholdings related to share-based payments (46) (52)
Cash proceeds from exercise of stock options 36 16
Other financing activities (11 (3)
Net cash used in financing activities (2,452) (2,246)
Effect of exchange rate changes on cash and cash equivalents 123 51
Net decrease in cash and cash equivalents (1,544) (571)
Cash and cash equivalents - beginning of period 6,721 5,747
Cash and cash equivalents - end of period $ 5177 $ 5,176

The accompanying notes are an integral part of these consolidated financial statements.



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1. Summary of Significant Accounting Policies
Organization

Mastercard Incorporated and its consolidated subsidiaries, including Mastercard International Incorporated (“Mastercard
International” and together with Mastercard Incorporated, “Mastercard” or the "Company"), is a technology company in
the global payments industry that connects consumers, financial institutions, merchants, governments and businesses
worldwide, enabling them to use electronic forms of payment instead of cash and checks. The Company facilitates the
switching (authorization, clearing and settlement) of payment transactions, and delivers related products and services.
The Company makes payments easier and more efficient by creating a wide range of payment solutions and services through
a family of well-known brands, including Mastercard®, Maestro® and Cirrus®. The Company also provides value-added
offerings such as safety and security products, information services and consulting, issuer and acquirer processing, and
loyalty and reward programs. The Company's network is designed to ensure safety and security for the global payments
system. Atypical transaction on the Company's network involves four participants in addition to the Company: cardholder
(an individual who holds a card or uses another device enabled for payment), merchant, issuer (the cardholder's financial
institution) and acquirer (the merchant's financialinstitution). The Company's customers encompass avast array of entities,
including financial institutions and other entities that act as "“issuers” and “acquirers”, as well as merchants, governments,
and other businesses. The Company does not issue cards, extend credit, determine or receive revenue from interest rates
or other fees charged to cardholders by issuers, or establish the rates charged by acquirers in connection with merchants'
acceptance of the Company's branded cards.

Consolidation and Basis of Presentation

The consolidated financial statements include the accounts of Mastercard and its majority-owned and controlled entities,
including any variable interest entities (“VIEs") for which the Company is the primary beneficiary. At June 30, 2017 and
December 31, 2016, there were no significant VIEs which required consolidation. The Company consolidates acquisitions
as of the date in which the Company has obtained a controlling financial interest. Intercompany transactions and balances
have been eliminated in consolidation. Certain prior period amounts have been reclassified to conform to the 2017
presentation. The Company follows accounting principles generally accepted in the United States of America ("GAAP").

The balance sheet as of December 31, 2016 was derived from the audited consolidated financial statements as of
December 31, 2016. The consolidated financial statements for the three and six months ended June 30, 2017 and 2016
and as of June 30, 2017 are unaudited, and in the opinion of management, include all normal recurring adjustments that
are necessary to present fairly the results for interim periods. The results of operations for the three and six months ended
June 30, 2017 are not necessarily indicative of the results to be expected for the full year.

The accompanying unaudited consolidated financial statements are presented in accordance with the U.S. Securities and
Exchange Commission requirements for Quarterly Reports on Form 10-Q. Reference should be made to the Mastercard
Incorporated Annual Report on Form 10-K for the year ended December 31, 2016 for additional disclosures, including a
summary of the Company's significant accounting policies.

Non-controlling interest amounts are included in the consolidated statement of operations within other income (expense).
For the three and six months ended June 30, 2017 and 2016, activity from non-controlling interests was not material to
the respective period results.

Recent Accounting Pronouncements

Net periodic pension cost and net periodic postretirement benefit cost - In March 2017, the Financial Accounting Standards
Board (“FASB") issued accounting guidance to improve the presentation of net periodic pension cost and net periodic
postretirement benefit cost. Under this guidance, the service cost component is required to be reported in the same line
item as other compensation costs arising from services rendered by employees during the period. The other components
of the net periodic benefit costs are required to be presented in the consolidated statement of operations separately from
the service cost component and outside of operating income. This guidance is required to be applied retrospectively. This
guidance is effective for periods beginning after December 15, 2017, and interim periods within those years, with early



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

adoption permitted. The Company will adopt this guidance effective January 1, 2018. The Company is in the process of
evaluating the impacts this guidance will have on its consolidated financial statements.

Gooadwill impairment - In January 2017, the FASB issued accounting guidance to simplify how companies are required to
test goodwill for impairment. Under this guidance, step 2 of the goodwill impairment test has been eliminated. Step 2 of
the goodwill impairment test required companies to determine the implied fair value of the reporting unit's goodwill. Under
this guidance, companies will perform their annual, or interim, goodwill impairment test by comparing the reporting unit’s
carrying value, including goodwill, to its fair value. An impairment charge would be recorded if the reporting unit's carrying
value exceeds its fair value. This guidance is required to be applied prospectively and is effective for periods beginning after
December 15, 2019, with early adoption permitted. The Company adopted this guidance effective January 1, 2017 and
there was no impact from the adoption of the new accounting guidance on its consolidated financial statements.

Restricted cash - In November 2016, the FASB issued accounting guidance to address diversity in the classification and
presentation of changes in restricted cash on the consolidated statement of cash flows. Under this guidance, companies
will be required to present restricted cash and restricted cash equivalents with cash and cash equivalents when reconciling
the beginning-of-period and end-of-period amounts shown on the consolidated statement of cash flows. This guidance is
required to be applied retrospectively and is effective for periods beginning after December 15, 2017, with early adoption
permitted. The Company will adopt this guidance effective January 1, 2018. Upon adoption of this standard, the Company
will include restricted cash, which currently consists primarily of restricted cash for litigation settlement and restricted
security deposits held for customers in its reconciliation of beginning-of-period and end-of-period amounts shown on the
consolidated statement of cash flows.

Intra-entity asset transfers - In October 2016, the FASB issued accounting guidance to simplify the accounting for income
tax consequences of intra-entity transfers of assets other than inventory. Under this guidance, companies will be required
to recognize the income tax consequences of an intra-entity asset transfer when the transfer occurs. This guidance must
be applied on a modified retrospective basis through a cumulative-effect adjustment to retained earnings as of the period
of adoption. This guidance is effective for periods beginning after December 15, 2017 and early adoption is permitted. The
Company will adopt this guidance effective January 1, 2018. The Company is in the process of evaluating the impacts this
guidance will have on its consolidated financial statements. However, the Company expects that it will recognize a
cumulative-effect adjustment to retained earnings upon adoption of the new guidance related to certain tax activity
resulting from intra-entity asset transfers occurring before the date of adoption. For a more detailed discussion of anintra-
entity transfer of intellectual property that occurred in the fourth quarter of 2014, refer to Note 17 (Income Taxes) to the
consolidated financial statementsincludedin Part I, Item 8 of our Annual Report on Form 10-K for the year ended December
31, 2016.

Share-based payments - In March 2016, the FASB issued accounting guidance related to share-based payments to
employees. The Company adopted this guidance on January 1, 2017. The adoption had the following impacts on the
consolidated financial statements:

«  The Company is required to recognize the excess tax benefits and deficiencies from share-based awards in the
consolidated statement of operations in the period in which they occurred rather than in additional paid-in-capital.
For the three and six months ended June 30, 2017, the Company recorded excess tax benefits of $11 million and
$31 million, respectively, within income tax expense. The Company is also required to revise its calculation of diluted
weighted-average shares outstanding by excluding the tax effects from the assumed proceeds available to
repurchase shares. Forthe three and sixmonthsended June 30,2017, diluted weighted-average shares outstanding
included additional shares of 1 million for both periods as a result of the change in this calculation. For the three
and six months ended June 30, 2017, the net impact of adoption resulted in an increase of $0.01 and $0.03,
respectively, to diluted earnings per share. Lastly, the Company is required to change the classification of these
tax effects within the consolidated statement of cash flows and classify them as an operating activity rather than
as a financing activity. Each of these above items have been adopted prospectively.

«  Retrospectively, the Company is required to change its classification of cash paid for employees withholding tax
related to equity awards as a financing activity rather than as an operating activity within the consolidated
statement of cash flows. As a result of this change in classification, cash provided by operating activities and cash



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

used infinancing activities within the consolidated statement of cash flows increased by $46 million and $52 million
for the six months ended June 30, 2017 and 2016, respectively.

- This guidance allows a company-wide accounting policy election either to continue estimating forfeitures each
period or to account for forfeitures as they occur. The Company elected to continue its existing practice to estimate
the number of awards that will be forfeited. There was no impact on its consolidated financial statements.

Leases - In February 2016, the FASB issued accounting guidance that will change how companies account for and present
lease arrangements. This guidance requires companies to recognize leased assets and liabilities for both capital and
operating leases. This guidanceis effective for periods after December 15, 2018 and early adoptionis permitted. Companies
are required to adopt the guidance using a modified retrospective method. The Company expects to adopt this guidance
effective January 1, 2019. The Company is in the process of evaluating the potential effects this guidance will have on its
consolidated financial statements.

Revenue recognition - In May 2014, the FASB issued accounting guidance that provides a single, comprehensive revenue
recognition model for all contracts with customers and supersedes most of the existing revenue recognition requirements.
Under this guidance, an entity should recognize revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. In August 2015, the FASB issued accounting guidance that delayed the effective date of this standard by one year,
making this guidance effective for fiscal years beginning after December 15, 2017. This guidance will impact the timing of
recognition for certain of the Company's customer incentives. Under the new guidance, the Company will recognize certain
customer incentives over the life of the contract as revenue is recognized versus as they are earned by the customer. The
Company will adopt the new accounting guidance effective January 1, 2018. The accounting guidance permits either a full
retrospective or a modified retrospective transition method. The Company expects to adopt this guidance with the modified
retrospective transition method. The impact of the new accounting guidance will be dependent upon customer deals that
have been signed and those that will be signed through the balance of 2017 and 2018. As such, the Company is in the
process of quantifying the potential effects this guidance will have on its consolidated financial statements.

Note 2. Acquisitions

In the six months ended June 30, 2017, the Company acquired businesses for total consideration of $1.2 billion. For the
businesses acquired, Mastercard allocated the values associated with the assets, liabilities and redeemable non-controlling
interests based on their respective fair values on the acquisition dates. Refer to Note 1 (Summary of Significant Accounting
Policies) to the consolidated financial statements included in Part II, Item 8 of our Annual Report on Form 10-K for the year
ended December 31, 2016, for the valuation techniques Mastercard utilizes to fair value the assets and liabilities acquired
in business combinations. The residual value allocated to goodwill is primarily attributable to the synergies expected to
arise after the acquisition date and is not expected to be deductible for tax purposes.

10



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

For acquisitions occurring in 2017, the Company is evaluating and finalizing the purchase price accounting; however, the
preliminary estimated fair values of the purchase price allocations in aggregate, as of the acquisition dates, are noted below:

(in millions)
Cash consideration $ 1,040
Contingent consideration 197
Redeemable non-controlling interests 69
Total fair value of businesses acquired $ 1306
Assets:
Cash and cash equivalents $ 89
Other current assets 96
Other intangible assets 453
Goodwill 935
Other assets 90
Total assets 1,663
Liabilities:
Short-term debt! 64
Other current liabilities 168
Net pension liability 66
Other liabilities 59
Total liabilities 357
Net assets acquired $ 1306

*The short-term debt assumed through the acquisitions was repaid as of June 30, 2017.
The following table summarizes the identified intangible assets acquired:

Acquisition Date Weighted-Average

Fair Value Useful Life

(in millions) (Years)
Developed technologies $ 266 8.5
Customer relationships 177 10.5
Other 10 2.9
Other intangible assets $ 453 9.2

For the businesses acquired in 2017, the largest acquisition relates to VocaLink Holdings Limited (“Vocalink"), a payment
systems and ATM switching platform operator, located principally in the U.K. On April 28, 2017, Mastercard acquired a
92.4% controlling interest in Vocalink for cash consideration of £719 million ($929 million as of the acquisition date). In
addition, the Vocalink sellers have the potential to earn additional contingent consideration up to £169 million
(approximately $220 million as of June 30, 2017) if certain revenue targets are met in 2018. Refer to Note 4 (Fair Value
and Investment Securities) for additional information related to the fair value of contingent consideration.

A majority of Vocalink's shareholders have retained a 7.6% ownership for at least three years, which is recorded as
redeemable non-controlling interests on the consolidated balance sheet. These remaining shareholders have a put option
to sell their ownership interest to Mastercard on the third and fifth anniversaries of the transaction and quarterly thereafter
(the “Third Anniversary Option" and “Fifth Anniversary Option", respectively). The Third Anniversary Option is exercisable
at a fixed price of £58 million (approximately $75 million as of June 30, 2017) (the "Fixed Price"). The Fifth Anniversary
Option is exercisable at the greater of the Fixed Price or fair value. Additionally, Mastercard has a call option to purchase
the remaining interest from Vocalink's shareholders on the fifth anniversary of the transaction and quarterly thereafter,
which is exercisable at the greater of the Fixed Price or fair value. The fair value of the redeemable non-controlling interests
was determined utilizing a market approach, which extrapolated the consideration transferred that was discounted for
lack of control and marketability. The rollforward of redeemable non-controlling interests was not included as the activity
was not considered to be material.

11



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

Pro forma information related to acquisitions was not included because the impact on the Company's consolidated results
of operations was not considered to be material.

InJuly 2017, Mastercard entered into an agreement to acquire Brighterion, Inc., a software company specializing in artificial
intelligence, to expandits capabilitiesin safety and security. The transactionis expectedto closein 2017, subject to satisfying
certain conditions.

Note 3. Earnings Per Share

The components of basic and diluted earnings per share ("EPS") for common stock were as follows:

Three Months Ended June 30, Six Months Ended June 30,
2017 2016 2017 2016
(in millions, except per share data)

Numerator

Net income $ 1,177  $ 983 $ 2,258 $ 1,942
Denominator

Basic weighted-average shares outstanding 1,070 1,098 1,074 1,104

Dilutive stock options and stock units 5 3 4 3

Diluted weighted-average shares outstanding: 1,075 1,101 1,078 1,107
Earnings per Share

Basic $ 110 $ 089 $ 210 $ 1.76

Diluted $ 110 $ 089 $ 209 $ 1.75

! For the periods presented, the calculation of diluted EPS excluded a minimal amount of anti-dilutive share-based payment awards.
Note 4. Fair Value and Investment Securities
Financial Instruments - Recurring Measurements

The Company classifies its fair value measurements of financial instruments into a three-level hierarchy (the “Valuation
Hierarchy"). There were no transfers made among the three levels in the Valuation Hierarchy during the six months ended
June 30, 2017.

12



MASTERCARD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) - (Continued)

The distribution of the Company's financial instruments measured at fair value on a recurring basis within the Valuation

Hierarchy were as follows:

June 30, 2017
Significant
Quoted Prices Other Significant

in Active Observable Unobservable

Markets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total

(in millions)
Assets
Investment securities available for sale *:
Municipal securities $ - 3 36 $ - 3 36
Government and agency securities 59 106 — 165
Corporate securities — 901 — 901
Asset-backed securities — 74 — 74
Equity securities 2 — — 2
Derivative instruments %
Foreign currency derivative assets — 4 — 4
Liabilities
Derivative instruments %
Foreign currency derivative liabilities $ — 3 28) $ — 3 (28)
December 31, 2016
Significant
Quoted Prices Other Significant

in Active Observable Unobservable

Markets Inputs Inputs

(Level 1) (Level 2) (Level 3) Total

(in millions)

Assets
Investment securities available for sale
Municipal securities $ - $ 59 $ - $ 59
Government and agency securities 49 117 — 166
Corporate securities — 855 — 855
Asset-backed securities — 80 — 80
Equity securities 2 — — 2
Derivative instruments %
Foreign currency derivative assets — 29 — 29
Liabilities
Derivative instruments
Foreign currency derivative liabilities $ - $ (13) $ - $ (13)

1The Company's U.S. government securities and marketable equity securities are classified within Level 1 of the Valuation Hierarchy as the fair
values are based on unadjusted quoted prices for identical assets in active markets. The fair value of the Company's available-for-sale municipal
securities, government and agency securities, corporate securities and asset-backed securities are based on observable inputs such as quoted
prices, benchmark yields and issuer spreads for similar assets in active markets and are therefore included in Level 2 of the Valuation Hierarchy.

2The Company's foreign currency derivative asset and liability contracts have been classified within Level 2 of the Valuation Hierarchy as the fair
value is based on observable inputs such as broker quotes relating to foreign currency exchange rates for similar derivative instruments. See

Note 13 (Foreign Exchange Risk Management) for further details.
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Settlement and Other Guarantee Liabilities

The Company estimates the fair value of its settlement and other guarantees using market assumptions for relevant though
not directly comparable undertakings, as the latter are not observable in the market given the proprietary nature of such
guarantees. At June 30,2017 and December 31, 2016, the carrying value and fair value of settlement and other guarantee
liabilities were not material and accordingly are not included in the Valuation Hierarchy table above. Settlement and other
guarantee liabilities are classified within Level 3 of the Valuation Hierarchy as their valuation requires substantial judgment
and estimation of factors that are not observable in the market. For additional information regarding the Company's
settlement and other guarantee liabilities, see Note 12 (Settlement and Other Risk Management).

Financial Instruments - Non-Recurring Measurements
Held-to-Maturity Securities

Investments on the consolidated balance sheet include both available-for-sale and short-term held-to-maturity securities.
Held-to-maturity securities are not measured at fair value on arecurring basis and are not included in the Valuation Hierarchy
table above. At June 30, 2017 and December 31, 2016, the Company held $604 million and $452 million, respectively, of
short-term held-to-maturity securities. In addition, at December 31, 2016, the Company held $61 million of long-term
held-to-maturity securities included in other assets on the consolidated balance sheet. The Company did not hold any long-
term held-to-maturity securities at June 30, 2017. Both short-term and long-term held-to-maturity securities consist of
time deposits and are classified within Level 2 of the Valuation Hierarchy. The cost of these securities approximates fair
value.

Nonmarketable Equity Investments

The Company's nonmarketable equity investments are measured at fair value at initial recognition and for impairment
testing. These investments are classified within Level 3 of the Valuation Hierarchy due to the absence of quoted market
prices, the inherent lack of liquidity, and the fact that inputs used to measure fair value are unobservable and require
management's judgment. The Company uses discounted cash flows and market assumptions to estimate the fair value of
its nonmarketable equity investments when certain events or circumstances indicate that impairment may exist. These
investments are included in other assets on the consolidated balance sheet and in Note 5 (Prepaid Expenses and Other
Assets).

Debt

The Company estimates the fair value of its long-term debt based on market quotes. These debt instruments are not traded
in active markets and are classified within Level 2 of the Valuation Hierarchy. At June 30, 2017, the carrying value and fair
value of long-term debt was $5.3 billion and $5.5 billion, respectively. At December 31, 2016, the carrying value and fair
value of long-term debt was $5.2 billion and $5.3 billion, respectively.

Other Financial Instruments

Certain financial instruments are carried on the consolidated balance sheet at cost, which approximates fair value due to
their short-term, highly liquid nature. These instruments include cash and cash equivalents, restricted cash, accounts
receivable, settlement due from customers, restricted security deposits held for customers, accounts payable, settlement
due to customers and other accrued liabilities.

Non-Financial Instruments

Certain assets are measured at fair value on a nonrecurring basis for purposes of initial recognition and impairment testing.
The Company'’s non-financial assets measured at fair value on a nonrecurring basis include property, plant and equipment,
goodwill and other intangible assets. These assets are subject to fair value adjustments in certain circumstances, such as
when there is evidence of impairment.

Contingent consideration related to acquisitions is measured at fair value on a recurring basis. These liabilities are classified
within Level 3 of the Valuation Hierarchy as the inputs used to measure fair value are unobservable and require management's
judgment. The fair value of the contingent consideration at the acquisition date and subsequent periods is determined
utilizing an income approach based on a Monte Carlo technique and is recorded in Other liabilities on the consolidated
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balance sheet. The contingent consideration attributable to acquisitionsmade in 2017 is primarily based on the achievement
of 2018 revenue targets. Changes to projected revenues of the acquired businesses could result in a higher or lower
contingent consideration liability. Measurement period adjustments, if any, to the preliminary estimated fair value of
contingent consideration as of the acquisition date will be recorded to goodwill, however, changes in fair value as a result
of updated assumptions will be recorded within general and administrative expenses. The activity of the Company's
contingent consideration liability for the six months ended June 30, 2017 was as follows:

(in millions)
Balance at December 31, 2016 $ —
Preliminary estimated fair value as of acquisition date for businesses acquired 197
Net change in valuation —
Foreign currency translation 2
Balance at June 30, 2017 $ 199

Amortized Costs and Fair Values - Available-for-Sale Investment Securities

The major classes of the Company's available-for-sale investment securities, for which unrealized gains and losses are
recorded as a separate component of other comprehensive income (loss) on the consolidated statement of comprehensive
income, and their respective amortized cost basis and fair values as of June 30, 2017 and December 31, 2016 were as
follows:

June 30, 2017

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gain Loss Value
(in millions)

Municipal securities $ 36 $ - % - 3 36
Government and agency securities 165 - — 165
Corporate securities 900 2 (@D) 901
Asset-backed securities 74 - — 74
Equity securities 2 — — 2
Total $ 1177 $ 2 $ @ $ 1,178

December 31, 2016

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gain Loss Value
(in millions)

Municipal securities $ 59 $ - % - 3 59
Government and agency securities 165 1 — 166
Corporate securities 853 3 (@D) 855
Asset-backed securities 80 - — 80
Equity securities 2 — — 2
Total $ 1,159 $ 4 $ @ $ 1,162

The Company's available-for-sale investment securities held at June 30, 2017 and December 31, 2016, primarily carried a
credit rating of A-, or better. The municipal securities are primarily comprised of tax-exempt bonds and are diversified across
states and sectors. Government and agency securities include U.S. government bonds, U.S. government sponsored agency
bonds and foreign government bonds with similar credit quality to that of the U.S. government bonds. Corporate securities
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are comprised of commercial paper and corporate bonds. The asset-backed securities are investments in bonds which are
collateralized primarily by automobile loan receivables.

Investment Maturities

The maturity distribution based on the contractual terms of the Company's investment securities at June 30, 2017 was as
follows:

Auvailable-For-Sale

Amortized
Cost Fair Value
(in millions)
Due within 1 year $ 440 $ 441
Due after 1 year through 5 years 735 735
Due after 5 years through 10 years — -
Due after 10 years — -
No contractual maturity * 2 2
Total $ 1177 % 1,178

tEquity securities have been included in the No contractual maturity category, as these securities do not have stated maturity dates.
Investment Income

Investment income primarily consists of interest income generated from cash, cash equivalents and investments. Gross
realized gains and losses are recorded within investment income on the Company's consolidated statement of operations.
The gross realized gains and losses from the sales of available-for-sale securities for the three and six months ended June
30, 2017 and 2016 were not significant.

Note 5. Prepaid Expenses and Other Assets

Prepaid expenses and other current assets consisted of the following:

June 30, December 31,
2017 2016
(in millions)
Customer and merchant incentives $ 532 $ 479
Prepaid income taxes 172 118
Other 363 253
Total prepaid expenses and other current assets $ 1,067 $ 850
Other assets consisted of the following:
June 30, December 31,
2017 2016
(in millions)
Customer and merchant incentives $ 1357 $ 1,134
Nonmarketable equity investments 233 132
Prepaid income taxes 343 325
Income taxes receivable 159 175
Other 100 163
Total other assets $ 2192 $ 0 1929

Customer and merchant incentives represent payments made or amounts to be paid to customers and merchants under
business agreements. Costs directly related to entering into such agreements are generally deferred and amortized over
thelife of the agreements. Amounts to be paid for these incentives and the related liability were includedin accrued expenses
and other liabilities.
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Nonmarketable equity investments represent the Company's cost and equity method investments. For the six months
ended June 30, 2017, the Company invested $121 million in nonmarketable cost method equity investments.

Note 6. Accrued Expenses and Accrued Litigation

Accrued expenses consisted of the following:

June 30, December 31,
2017 2016
(in millions)
Customer and merchant incentives $ 2,254 % 2,286
Personnel costs 342 496
Advertising 75 71
Income and other taxes 258 161
Other 377 304
Total accrued expenses S$ 3306 $ 3318

As of June 30, 2017 and December 31, 2016, the Company's provision for litigation was $736 million and $722 million,
respectively. These amounts are not included in the accrued expenses table above and are separately reported as accrued
litigation on the consolidated balance sheet. See Note 11 (Legal and Regulatory Proceedings) for further discussion of the
U.S. and Canadian merchant class litigations.

Note 7. Stockholders’ Equity

The Company's Board of Directors has approved share repurchase programs authorizing the Company to repurchase its
Class A common stock. The Company typically completes a share repurchase program before a new program becomes
effective. The following table summarizes the Company's share repurchase authorizations of its Class A common stock
through June 30, 2017, as well as historical purchases:

Authorization Dates

December December December

2016 2015 2014 Total
(in millions, except average price data)

Board authorization $ 4000 $ 4000 $ 3,750 $ 11,750
Dollar value of shares repurchased during the six months ended June 30,

2016 $ - $ 1312 $ 507 $ 1819
Remaining authorization at December 31, 2016 $ 4000 $ 996 $ — $ 4,996
Dollar value of shares repurchased during the six months ended June 30,

2017 $ 897 $ 99 $ - $ 1893
Remaining authorization at June 30, 2017 $ 3,103 $ - $ — $ 3,103
Shares repurchased during the six months ended June 30, 2016 - 14.6 5.7 20.3
Average price paid per share during the six months ended June 30,2016 $ — $ 9013 $ 89.76 $ 90.03
Shares repurchased during the six months ended June 30, 2017 7.5 9.1 — 16.6
Average price paid per share during the six months ended June 30,2017 $ 118.16 $109.16 $ — $113.25
Cumulative shares repurchased through June 30, 2017 7.5 40.4 40.8 88.7
Cumulative average price paid per share $11816 $ 99.10 $ 9203 $ 97.48
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The following table presents the changes in the Company's outstanding Class A and Class B common stock for the six
months ended June 30, 2017:

Outstanding Shares

Class A Class B
(in millions)
Balance at December 31, 2016 1,062.4 19.3
Purchases of treasury stock (16.6) —
Share-based payments 1.6 —
Conversion of Class B to Class A common stock 3.4 (3.4)
Balance at June 30, 2017 1,050.8 15.9

Note 8. Accumulated Other Comprehensive Income (Loss)

The changes in the balances of each component of accumulated other comprehensive income (loss), net of tax, for the six
months ended June 30, 2017 and 2016 were as follows:

Translation Define_d
Foreign Adjustments PeE:ir:;f:nd Investment Accumulated
Currency on Net Other Securities Other
Translation Investment  poctretirement  Available-  Comprehensive
Adjustments ! Hedge Plans for-Sale Income (Loss)
(in millions)
Balance at December 31, 2015 $ 663) $ 6) $ 13 $ - $ (676)
Other comprehensive income (loss) for the period? - (23) (@D) 3 D
Balance at June 30, 2016 $ 663) $ 49 $ 12 $ 3 $ (697)
Balance at December 31, 2016 $ 949) $ 12 $ 11 $ 2 $ (924)
Other comprehensive income (loss) for the period? 317 (20) (@D) (@D) 225
Balance at June 30, 2017 $ 632) $ 78 $ 10 $ 1 $ (699)

* During the six months ended June 30, 2017, the decrease in other comprehensive loss related to foreign currency translation adjustments was
driven primarily by the appreciation of the euro.

2 During the six months ended June 30, 2017 and 2016, gains and losses reclassified from Accumulated other comprehensive income to the
consolidated statement of operations were not significant.

Note 9. Share-Based Payments

During the sixmonths ended June 30, 2017, the Company granted the following awards under the Mastercard Incorporated
2006 Long Term Incentive Plan, as amended and restated (“LTIP"). The LTIP is a shareholder-approved plan that permits
the grant of various types of equity awards to employees.

Weighted-Average

Grant-Date
Grants in 2017 Fair Value
(in millions)
Non-qualified stock options 1.7 $21
Restricted stock units 13 $110
Performance stock units 0.2 $126

Stock options generally vest in four equal annual installments beginning one year after the date of grant and have a term
of ten years. The Company used the Black-Scholes option pricing model to estimate the grant date fair value of stock
options and calculated the expected term and the expected volatility based on historical Mastercard information. As a
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result, the expected term of stock options granted in 2017 was five years, while the expected volatility was determined to
be 19.3%.

Vesting of the shares underlying the restricted stock units and performance stock units will generally occur three years after
the date of grant. The fair value of restricted stock units is determined and fixed on the grant date based on the Company’s
Class A common stock price, adjusted for the exclusion of dividend equivalents. The Monte Carlo simulation valuation model
was used to determine the grant date fair value of performance stock units granted.

Compensation expense is recorded net of estimated forfeitures over the shorter of the vesting period or the date the
individual becomes eligible to retire under the LTIP. The Company uses the straight-line method of attribution over the
requisite service period for expensing equity awards.

Note 10. Income Taxes

The effective income tax rates were 27.7% and 27.3% for the three and six months ended June 30, 2017, respectively, versus
28.0% and 28.1% for the comparable periods in 2016. The lower effective tax rates, as compared to the prior year, were
due to a more favorable geographical mix of taxable earnings, partially offset by a lower U.S. foreign tax credit benefit
associated with the repatriation of current year foreign earnings.

The Company is subject to tax in the United States, Belgium, Singapore, the United Kingdom and various other foreign
jurisdictions, as well as state and local jurisdictions. Uncertain tax positions are reviewed on an ongoing basis and are
adjusted after considering facts and circumstances, including progress of tax audits, developments in case law and closing
of statutes of limitation. Withinthe next twelve months, the Company believes that the resolution of certain federal, foreign
and state and local examinations are reasonably possible and that a change in estimate, reducing unrecognized tax benefits,
may occur. While such a change may be significant, it is not possible to provide a range of the potential change until the
examinations progress further or the related statutes of limitation expire. The Company has effectively settled its U.S.
federal income tax obligations through 2008, with the exception of transfer pricing issues which are settled through 2011.
With limited exception, the Company is no longer subject to state and local or foreign examinations by tax authorities for
years before 2009.

Note 11. Legal and Regulatory Proceedings

Mastercard is a party to legal and regulatory proceedings with respect to a variety of matters in the ordinary course of
business. Some of these proceedings are based on complex claims involving substantial uncertainties and unascertainable
damages. Accordingly, except as discussed below, itis not possible to determine the probability of loss or estimate damages,
and therefore, Mastercard has not established reserves for any of these proceedings. When the Company determines that
d loss is both probable and reasonably estimable, Mastercard records a liability and discloses the amount of the liability if
it is material. When a material loss contingency is only reasonably possible, Mastercard does not record a liability, but
instead discloses the nature and the amount of the claim, and an estimate of the loss or range of loss, if such an estimate
can be made. Unless otherwise stated below with respect to these matters, Mastercard cannot provide an estimate of the
possible loss or range of loss based on one or more of the following reasons: (1) actual or potential plaintiffs have not
claimed an amount of monetary damages or the amounts are unsupportable or exaggerated, (2) the matters are in early
stages, (3) there is uncertainty as to the outcome of pending appeals or motions, (4) there are significant factual issues to
be resolved, (5) the existence in many such proceedings of multiple defendants or potential defendants whose share of any
potential financial responsibility has yet to be determined, and/or (6) there are novel legal issues presented. Furthermore,
except as identified with respect to the matters below, Mastercard does not believe that the outcome of any individual
existing legal or regulatory proceeding to which it is a party will have a material adverse effect on its results of operations,
financial condition or overall business. However, an adverse judgment or other outcome or settlement with respect to any
proceedings discussed below could result in fines or payments by Mastercard and/or could require Mastercard to change
its business practices. In addition, an adverse outcome in a regulatory proc