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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 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 chaet)

Delaware 13-4172551
(State or other jurisdiction o (IRS Employer
incorporation or organization) Identification Number)

2000 Purchase Stree
Purchase, NY 10577

(Address of principal executive office (Zip Code)

(914) 249-2000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant éf filed all reports required to be filed by Seeti® or 15 (d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrang wejuired to file such reports), and
(2) has been subject to such filing requirementdtHe past 90 days. YeKI No O

Indicate by check mark whether the registrantleage accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check One):

Large accelerated filellx] Accelerated filer 0

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

Indicate by check mark whether the registrantsbell company (as defined by Rule 12b-2 of the AcY)es I No

As of July 25, 2008, there were 98,325,486 shanéstanding of the registrant’s Class A common stpek value $.0001 per share,
30,848,778 shares outstanding of the registrais<™B common stock, par value $.0001 per shatk1at13 shares outstanding of the
registrant’s Class M common stock, par value $.0@€Ishare.
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MASTERCARD INCORPORATED
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

ASSETS

Cash and cash equivalel
Investment securities, at fair valt

Trading

Available-for-sale
Accounts receivabl
Settlement due from 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 $278,146 and $250,¢
Deferred income taxe
Goodwill
Other intangible assets (less accumulated amadizat $371,739 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 debi
Other current liabilitie:
Total Current Liabilities
Deferred income taxe
Obligations under litigation settlements (Note
Long-term debi
Other liabilities
Total Liabilities
Commitments and Contingencies (Notes 15 and 1
Minority interest
Stockholders Equity
Class A common stock, $.0001 par value; authorg860,000,000 shares, 105,010,327 and 91,24:
shares issued and 98,269,737 and 87,321,541 aditsianespectivel
Class B common stock, $.0001 par value; authorlz2€0,000,000 shares, 30,848,778 and 43,948,778s
issued and outstanding, respectiv
Class M common stock, $.0001 par value, authoriz860,000 shares, 1,703 and 1,664 shares issued ¢
outstanding, respective
Additional paic-in capital
Class A treasury stock, at cost, 6,740,590 and13892, respectivel
Retained earnings (accumulated defi
Accumulated other comprehensive incol
Cumulative foreign currency translation adjustme
Defined benefit pension and other postretiremesmiglnet of ta:
Investment securities availa-for-sale, net of ta
Total accumulated other comprehensive inci
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

June 30,
2008

December 31,
2007

(In thousands, except share data)

$ 1,769,21.  $1,659,29!
— 2,561
719,02 1,308,12
575,49 532,63
758,74( 712,55
143,19' 142,05
203,66: 156,25¢
195,79 44,52¢
34,51 33,73
4,399,63 4,591,74.
297,17¢ 290,20
732,62( 263,14
259,64° 239,62
374,89 320,75
224,19( —
191,97 192,48t
319,27 274,96
60,76¢ 87,12
$ 6,860,17°  $6,260,04.
$ 260,70 $ 252,39
662,27 604,21
143,19' 142,05
706,86 107,23
904,01 1,071,55
— 80,00(
123,52 105,89
2,800,57" 2,363,34:
83,03 71,27¢
1,362,55' 297,20
170,63’ 149,82«
389,75 346,46
4,807,46 3,228,11.
4,62 4,62(
10 9
4 5
3,304,08 3,312,38
(1,250,001 (600,53
(282,02 37,69¢
293,50 216,65
(3,279 (3,555)
(14,215) 64,65(
276,01 277,74¢
2,048,08 3,027,30
$ 6,860,171  $6,260,04.

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

Revenues, ne

Operating Expenses

General and administratiy

Advertising and marketin

Litigation settlement

Depreciation and amortizatic
Total operating expens:

Operating income (los:

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

Six Months Ended

June 30, June 30,

2008 2007 2008 2007
(In thousands, except per share date
$1,246,50. $996,95¢ $2,428,58! $1,912,06.

499,34¢ 431,462 941 ,34¢ 829,99(
303,06 268,25! 502,27" 446,70:
1,649,34! 3,40(¢ 1,649,34! 3,40(
27,95( 25,027 53,21 49,21¢
2,479,70: 728,14 3,146,18! 1,329,30!
(1,233,20) 268,81t (717,59) 582,75:
25,68¢ 36,46¢ 140,45! 72,71«
(15,439 (11,170 (30,756 (25,526)
(225) 92,18 73,29; 92,14’
10,027 117,48; 182,99¢ 139,33!
(1,223,18)  386,29¢ (534,607 722,08t
(476,529 134,01 (234,826 254,89
$ (746,65) $252,28¢ $(299,77) $ 467,19
$ (79 $ 18 $ (229 $  3.4¢
130,07 135,86 130,75( 135,85¢
$ (7H) $ 18 $ (229 $ 3.4z
130,07 136,68° 130,75( 136,64

The accompanying notes are an integral part oktbeasolidated 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 meshcprovided 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 ta
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 liabilil
Trading securitie
Accounts receivabl
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 investmenirgees availabl-for-sale
Other investing activitie
Net cash provided by (used in) investing activi
Financing Activities
Dividends paic
Cash proceeds from exercise of stock opt
Tax benefit for share based compensa
Payment of dek
Purchase of treasury sto
Net cash used in financing activiti
Effect of exchange rate changes on cash and casaénts
Net increase in cash and cash equival
Cash and cash equivale— beginning of periot
Cash and cash equivale— end of perioc

Six Months
Ended June 30,

2008

2007

(In thousands)

$(299,77) $ 467,19
53,21 49,21¢
(85,90 —
28,98¢ 23,38:
(66,090) (11,199
(43,82¢) (6,737
8,90( —
16,12+ 18,64+

(573,92) (1,557)
5,20¢ 4,62
2,561 6,91¢
(15,809 (23,14)
(8,177) 43,00(
(41,549 (36,64)
(1,729) (5,067)
(34,110 (23,39;)

1,648,85' 2,91¢
(272) (43,319

21,57 (36,166
(155,07() 6,52¢
83,60 10,96
542,79 446,16
(28,96 (40,94:)
(38,78/) (33,747)

(422,73)  (1,924,02)
737,61  1,896,97'

70¢ 5,00¢

247 84: (96,727
(39,879) (33,099
4,65¢ 1,08¢
43,82 6,73¢
(80,000) —

(649,46¢) —

(720,86 (25,28:)
40,13 11,09
109,91¢ 335,24

1,659,29'  1,185,08!

$1,769,21  $1,520,32:

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

Retained Other
Earnings Comprehensive Common Shares Additional
(Accumulated
Income, Paid-In Treasury
Total Deficit) net of tax Class A ClassE Capital Stock
(In thousands, except per share data)

Balance at December 31, 20C $3,027,300 $ 37,69¢ $ 277,74 $ 9 $ 5 $3,312,38 $ (600,53)
Net loss (299,779 (299,779 — — — — —
Other comprehensive (loss), net of (1,739 — (1,739 — — — —
Cash dividends declared on Class A and

Class B common stock, $0.30 per st (39,629 (19,949 — — — (19,689 —
Share based paymel 28,98¢ — — — — 28,98¢ —
Stock units settled in cash for tay (66,090 — — — — (66,090 —
Tax benefit for share based compensa 43,82¢ — — — — 43,82¢ —
Purchases of treasury stc (649,469 — — — — — (649,469
Conversion of Class B to Class A comn

stock — — — 1 (D) — —
Cash proceeds from exercise of stock opt 4,65¢€ — — — — 4,65¢€ —

Balance at June 30, 200 $2,048,08 $ (282,020 $ 276,01 $ 10 $ 4 $3,304,080 $(1,250,00i)

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

Net Income (Loss)

Ended June 30,

Ended June 30,

2008 2007

2008

2007

(In thousands)

$(746,65) $252,28t $(299,77) $467,19:

Other comprehensive income (los

Foreign currency translation adjustme 21€ 11,167 76,85( 24,85¢
Defined benefit pension and postretirement plaasphtax 141 4 282 1,72
Unrealized gain (loss) and reclassification adjesttdor realized (gain) loss ¢
investment securities availa-for-sale, net of ta (22,325 (3,36¢€) (78,865 (2,907
Derivatives accounted for as hedges and reclaagdit adjustment, net of te — (447) — (98€)
Other comprehensive income (loss), net of (11,96%) 7,35¢ (1,739 22,69
Comprehensive Income (Loss $(758,62) $259,64: $(301,50() $489,88:

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 consolidatedididrtes, including MasterCard International Incorgted (MasterCar
International”) and MasterCard Europe sprl (“Matrd Europe”) (together, “MasterCard” or the “Comyg, provide transaction processing
and related services to customers principally ppsut of their credit, deposit access (debit), etetic cash and Automated Teller Machine
(“ATM”) payment card programs, and travelers chepgregrams.

Consolidation and basis of presentatienThe consolidated financial statements includesttepunts of MasterCard and its majority-
owned and controlled entities, including the Comyparariable interest entity. The Company’s varlviterest entity was established for the
purpose of constructing the Company’s global tetdmoand operations center; it is not an operagintity and has no employees.
Intercompany transactions and balances are eligdriatconsolidation. The Company follows accountinigciples generally accepted in the
United States of America.

The balance sheet as of December 31, 2007 waseddriom the audited consolidated financial statemseas of December 31, 2007.
Certain prior period amounts have been reclassiiembnform to the 2008 presentation. The constdiflfinancial statements for the three and
six months ended June 30, 2008 and 2007 and asmef3D, 2008 are unaudited, and in the opinionariagement include all normal recurring
adjustments that are necessary to present faglyebults for interim periods. Due to seasonalttiattons and other factors, the results of
operations for the three and six months ended 30n2008 are not necessarily indicative of theltesa be expected for the full year.

The accompanying unaudited consolidated finantééments are presented in accordance with theSé&urities and Exchange
Commission requirements of Quarterly Reports omFd0-Q and, consequently, do not include all ofdiselosures required by accounting
principles generally accepted in the United Stafesmerica. Reference should be made to the Masarer@corporated Annual Report on
Form 10-K for the year ended December 31, 200adalitional disclosures, including a summary of @mpany’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 (lpssshare are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Numerator:
Net income (loss $(746,65) $252,28¢ $(299,77) $467,19:
Denominator:
Basic EPS weighte-average shares outstand 130,07 135,86! 130,75( 135,85¢
Dilutive stock options and restricted stock ul — 822 — 781
Diluted EPS weighte-average shares outstand 130,07 136,68’ 130,75( 136,64«
Earnings (Loss) per Share
Basic $ (579 $ 18 $ (229 $ 34
Diluted $ (749 $ 18 $ (229 $ 34:

The calculation of diluted loss per share for eafcthe three and six month periods ended June@IB 2xcluded approximately 1,080
restricted stock units and 835 stock options beethes effect would be antidilutive. The calculat@frdiluted earnings per share for the three
and six months ended June 30, 2007 excluded appatedy 186 and 330 stock options, respectivelyabse the effect would be antidilutive.

Note 3. Non-Cash Financing Activities

Six Months Ended

June 30,
2008 2007
Dividends declared but not yet pz $19,68¢ $20,71:
MasterCard France Acquisitic 20,43: —

On April 1, 2008, the Company and Europay Frantegimted their operating structures in France byiiog a new entity, MasterCard
France (“MCF”). The Company accounted for this sigtion as a 100% acquisition, in accordance \hghtérms of the acquisition agreement,
by recording a liability for the present value bétfixed purchase price of 15,000 euros to be ipaildree years.

On June 3, 2008, the Company’s Board of Directerdaded a quarterly cash dividend of $0.15 peresh@ayable on August 11, 2008 to
holders of record of Class A common stock, par@&10001 per share (the “Class A common stock'§,@ass B common stock, par value
$.0001 per share (the “Class B common stoali)July 11, 2008. The aggregate amount payabli®dividend was $19,684. The declara
and payment of any future dividends will be atsbée discretion of the Board of Directors afteritgkinto account various factors, including
the Company’s financial condition, settlement ga&as, operating results, available cash and patil cash needs.

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

Note 4. Fair Value Measurement

Effective January 1, 2008, the Company adoptedBi@t of Financial Accounting Standards (“SFAS”). MI67, “Fair Value
Measurements” (“SFAS 157”), for assets and liab#itmeasured at fair value on a recurring basi8.SSE57 accomplishes the following key
objectives:

» Defines fair value as the price that would be neegito sell an asset or paid to transfer a lighilitan orderly transaction betwe
market participants at the measurement ¢

» Establishes a thr-level hierarchy“Valuation Hierarch”) for fair value measurement

» Requires consideration of the Comp’s creditworthiness when valuing liabilities; &

» Expands disclosures about instruments measureidr atdue.

The Valuation Hierarchy is based upon the transparef inputs to the valuation of an asset or ligbas of the measurement date. A

financial instrument’s categorization within thel\ation Hierarchy is based upon the lowest levehpfit that is significant to the fair value
measurement. The three levels of the Valuationdtlidry and the distribution of the Company’s finaheissets within it are as follows:

» Level 1 —inputs to the valuation methodology awetgd prices (unadjusted) for identical assetsabilities 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 include qugiedes for similar assets and liabilities in actimarkets, and inputs th
are observable for the asset or liability, eitheeatly or indirectly, for substantially the fulktm of the financial instrument. The fair
values of the Company’s available-for-sale municijmnds are based on quoted prices for similartasseactive markets and are
therefore classified as level 2. Also includedewndl 2 is the estimated fair value of the Compaifigrsign exchange forward contracts,
which are based on broker quotes for the samendlasiinstruments. See Note 19, Foreign Exchang& Rianagement, for more
information.

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

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

Quoted Market

Significant
" : Other
Actil\jlzclaZr”Izets Observable Significant
Unobservable

Inputs Inputs Fair Value at

(Level 1) (Level 2) (Level 3) June 30, 200

Municipal bonds $ — $566,67: $ — $ 566,67-
Taxable sho-term bond fund: 152,31° — — 152,31°
Auction rate securitie — — 224,19( 224,19(
Other 32 1,28¢ — 1,315
Total $ 152,34¢ $567,95¢ $ 224,19( $ 944,49t

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

Certain financial instruments are carried at costiee consolidated balance sheets, which approgsrfatr value due to their short-term,
highly liquid nature. These instruments includehcasd cash equivalents, accounts receivable, mettiedue from customers, restricted
security deposits held for customers, prepaid es@graccounts payable, settlement due to cust@mdraccrued expenses.

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 holds investments in ARS. Interesheséd securities is exempt from U.S. federal inctareand the interest rate on the
securities typically resets every 35 days. The sies are fully collateralized by student loanghwguarantees, ranging from approximately
95% to 98% of principal and interest, by the U.8&/arnment, via the Department of Education. Théethblow summarizes the maturity
ranges of the ARS portfolio, based on relativevzdoe, as of June 30, 2008:

Par Amount % of Total Maturity (years)
$ 4,00C 2% 0-10
43,10( 17% 11-20
138,35( 55% 21-30
63,65( 26% > 30
$ 249,10( 100%

Beginning on February 11, 2008, the auction meamarhat provide liquidity to the ARS investmentgée to fail. Since mid-February
2008, all ARS investments in the Company’s portfdlave experienced failed auctions. The seculfiiehich auctions have failed have
continued to pay interest in accordance with th&reatual terms of such instruments and will camiio accrue interest and be auctioned at
each respective reset date until the auction sdscélee issuer redeems the securities or they mefuior to February 11, 2008, $420,400 of
ARS were sold at par value. During the three moatided June 30, 2008, $50 of ARS were sold atglaevNo ARS were sold or called by
the issuer at less than par value during the thre& months ended June 30, 2008. Due to thed&tiguidity, the Company reclassified its
ARS portfolio from short-term available-for-salelemg-term available-for-sale investment securit®sbsequent to June 30, 2008, the
Company received notification that ARS investmewith a par value of $5,750, will be called at patue during the third quarter.

As of June 30, 2008, the ARS market remained ididuwt there had been some call and redemptiorifcin the ARS student loan
sector. Due to the lack of liquidity, the Compamgtetmined that the fair value of the ARS still dint approximate par value. Accordingly, the
Company assigned a 10% discount to the par valtteeoARS portfolio and recorded a temporary impaintrwithin other comprehensive
income. The 10% discount on the ARS par value ctflthe Company’s assessment of fair value baséklecimcome approach, as set forth in
SFAS 157. The income approach included a discowdsh flow analysis of the estimated future casWwslfor the ARS portfolio as of
June 30, 2008.

In determining whether the decline in value of ARS 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) MasterCard’s ability and intent to hold theastments for a sufficient period of time to allowr fecovery of value; (3) whether the decline
is substantial; and (4) the historical and anti@daduration of the events causing the declinealna. The evaluation for other-than-temporary
impairments is a quantitative and qualitative pes¢evhich is subject to various risks and uncetitgsn The risks and uncertainties include
changes in the credit quality of the securitiegnges in liquidity as a result of normal market hadsms or issuer calls of the securities, and
the effects of changes in interest rates. The Comnpas 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 due to Huok lof trading in the securities. This valuationyrba revised in future periods as market
conditions evolve.

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

The table below includes a roll-forward of the Camp's ARS investments from January 1, 2008 to Bhe008, and a reclassification
of these investments from level 2 to level 3 inWauation Hierarchy. When a determination is mealelassify a financial instrument within
level 3, the determination is based upon the diganite of the unobservable parameters to the dv¥anavalue measurement. However, the fair
value determination for level 3 financial instrunteemay include observable components.

Significant Significant
Other Unobservable
Observable
Inputs Inputs
(Level 2) (Level 3)
Fair value January 1, 20l $ 348,00( $ —
Purchase 321,55( —
Sales, January— March 31, 200¢ (420,400 —
Transfers (out) it (249,15() 249,15(
Sales, April - June 30, 200 — (50
Unrealized losse — (24,910
Fair value June 30, 20( $ — $ 224,19(

! Unrealized losses on available for sale securiiiesecorded as a separate component of other ebemive income on the consolidated
statements of comprehensive income.

In February 2008, the Financial Accounting Stand@dard (“FASB”) issued Staff Position 157-2 (“F$¥7-2"). FSP 157-2 permits
delayed adoption of SFAS 157 for certain non-finalhassets and liabilities, which are not recogaiaefair value on a recurring basis, until
fiscal years and interim periods beginning aftev&ber 15, 2008. As permitted by FSP 157-2, the @&y has elected to delay the adoption
of SFAS 157 for qualifying non-financial assets &iadilities, such as property, plant and equipmgnbdwill and intangible assets. The
Company is in the process of evaluating the imphaty, that the application of SFAS 157 to ther@any’s non-financial assets will have on
the Company’s consolidated results of operatiorfsnancial position.

Also effective January 1, 2008, the Company adofteAlS No. 159 The Fair Value Option for Financial Assets and Raial Liabilities
Including an amendment of FASB Statement No. 11SFAS 159”). SFAS 159 permits entities to choosengasure many financial
instruments and certain other items at fair valtlection of the fair value option is irrevocabledda applied on a contract-by-contract basis.
The Company has elected not to apply the fair vapten to its eligible financial assets and ligldk, and accordingly, the adoption of SFAS
159 had no financial statement impact.

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

December 31

June 30,
2008 2007
Customer and merchant incentiy $ 422,43: $ 357,76
Advertising 50,92¢ 33,60:
Other 49,57 39,85¢
Total prepaid expensi 522,93« 431,22(
Prepaid expenses, curre (203,66) (156,25%)
Prepaid expenses, lc-term $ 319,27: $ 274,96:

Prepaid customer and merchant incentives repr@sgmients made to customers and merchants underelssigreements.
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Note 6. Other Assets

Other assets consisted of the following:

December 31
June 30,
2008 2007

Customer and merchant business agreen $ 43,97 $ 70,04
Cash surrender value of keyman life insura 25,04¢ 23,957
Cost and equity method investme 8,58 8,28¢
Other 17,67( 18,56¢
Total other asse! 95,27¢ 120,85!
Other assets, curre (34,517 (33,739
Other assets, loi-term $ 60,76¢ $ 87,12

Certain customer and merchant business agreemenvisig a bonus for entering into the agreementofAlune 30, 2008 and
December 31, 2007, other assets included paymebis made for these bonuses and the related tjawidis included in accrued expenses. The
bonus is amortized over the life of the agreem®nte the payment is made, the liability is relieaed the other asset is reclassified to a
prepaid expense.

Note 7. Other Intangible Assets
The following table sets forth net intangible assether than goodwill:

June 30, 2008 December 31, 2007
Gross Accumulated Net Gross Accumulated Net
Carrying Carrying Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
Amortized intangible asset
Capitalized softwar $464,84! $(341,06) $123,77¢ $422,73¢ $(319,06) $103,67.
Trademarks and tradenarr 26,58¢ (24,979 1,61(C 25,25¢ (22,609 2,65(
Customer relationshiy 18,44: (231 18,21 — — —
Other 6,30¢4 (5,462) 84z 6,30¢4 (6,307 3
Total 516,18: (371,739 144,44. 454,30: (347,97) 106,32
Unamortized intangible asse
Customer relationshiy 230,44¢ — 230,44¢ 214,43: — 214,43:
Total $746,63( $(371,73) $374,89. $668,73! $(347,97) $320,75¢

Additions to capitalized software primarily includgernal projects associated with system enhanoenwe infrastructure improvements
adjusted for the translation of capitalized sofevdenominated in foreign currency. Amortizable ¢éradrks and tradenames, amortizable
customer relationships and unamortizable custosiationships include assets which are denominateddreign currency. As such, a
component of the net change in these intangibletai$s attributable to foreign currency translationparticular, unamortizable customer
relationships increased $16,016 as of June 30, 2068December 31, 2007, since these assets tel#te acquisition of Europay Internatio
S.A. on June 28, 2002 and therefore are denominateuaros.

On April 1, 2008, the Company and Europay Frantegimted their operating structures by forminga eatity, MCF, which resulted in
the Company recording $18,443 of amortizable custalationships. Amortizable customer relationstape being amortized on a straight
basis over 20 years.
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Amortization and impairment expense on the assmigseaamounted to the following:

Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007
Amortization $13,227 $12,31t $24,60¢ $24,45(
Impairment 49¢ 217 49¢ 217

During the three and six months ended June 30,,260Qf&irment charges of $498 were recorded primamiconnection with decisions
discontinue the use of various technologies indudecapitalized software. The Company performeéhgrairment 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 administrakipense on the consolidated statements of opesation

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

The remainder of 200 $30,37¢
2009 45,84(
2010 33,757
2011 12,51
2012 and thereafte 21,95¢

Note 8. Pension Plans

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

Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007
Service cos $ 4,99 $4,71F $ 9,99( $9,43¢
Interest cos 3,41( 3,04t 6,81¢ 6,09t
Expected return on plan ass (4,007 (4,092 (8,015 (8,189
Amortization:
Actuarial loss 41¢ — 837 —
Prior service credi (582) (57 (1,169 (114
Net periodic pension co $ 4,23¢ $ 3,611 $ 8,46 $ 7,23(

The funded status of the Qualified Plan exceedsnmim funding requirements. No voluntary contribng8onvere made during the three

and six months ended June 30, 2008 and 2007, tasggcThe Company continues to evaluate whethenake any voluntary contributions to

the Qualified Plan in 2008.
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Note 9. Postretirement Health and Life Insurance Beefits

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

Three Months Six Months
Ended June 30, Ended June 30,
2008 2007 2008 2007
Service cos $ 48¢ $ 58 $ 97¢ $1,17¢
Interest cos 82z 84¢& 1,64« 1,69¢
Amortization:
Actuarial gain (230 — (259 —
Transition obligatior 54 53 107 10€
Net periodic postretirement benefit ¢ $1,23¢  $1,49C $2,46¢  $2,98(

The Company does not make any contributions tBattretirement Plan other than funding benefit payis

Note 10. Accrued Expenses
Accrued expenses consisted of the following:

December 31

June 30,
2008 2007
Customer and merchant incenti $444,58¢ $ 497,28
Personnel cos! 202,43 296,03:
Advertising 146,84! 160,23:
Taxes 10,98: 10,02¢
Other 99,17: 107,98!

$904,01¢ $1,071,55

Note 11. Debt

On April 28, 2008, the Company extended its comeditinsecured revolving credit facility, dated ag\pfil 28, 2006 (the “Credit
Facility”), for an additional year. The new expiration datéhef Credit Facility is April 26, 2011. The availadlnding under the Credit Facil
will remain at $2,500,000 through April 27, 201@lghen decrease to $2,000,000 during the final gétire Credit Facility agreement. Other
terms and conditions in the Credit Facility remainthanged. The Company’s option to request thdt kecler under the Credit Facility extend
its commitment was provided pursuant to the origieans of the Credit Facility agreement. MasterdDagas in compliance with the covenants
of the Credit Facility and had no borrowings untther Credit Facility at June 30, 2008 or Decembe2BD7. The majority of Credit Facility
lenders are customers or affiliates of customeidadterCard International.

In June 1998, the Company issued $80,000 of tenwyesecured, subordinated notes paying a fixeddsteate of 6.67% per annum. The
Company repaid the principal amount of $80,000 pkmued interest of $2,668 on June 30, 2008 pantsadhe terms of such notes.
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Note 12. Litigation Settlements

On June 24, 2008, MasterCard entered into a settieagreement (the “American Express Settlemenit) American Express Compa
(“American Express”) relating to the U.S. fedenafitaust litigation between MasterCard and Ameri€&upress. The American Express
Settlement ended all existing litigation betweershaCard and American Express. Under the termiseoAmerican Express Settlement,
MasterCard is obligated to make 12 quarterly paymehup to $150,000 per quarter beginning in theltquarter of 2008. MasterCard'’s
maximum nominal payments will total $1,800,000. Hmeount of each quarterly payment is contingertherperformance of American
Express’s U.S. Global Network Services business. quarterly payments will be in an amount equdl5% of American Express’s U.S.
Global Network Services billings during the quartgs to a maximum of $150,000 per quarter. If, hogvethe payment for any quarter is less
than $150,000, the maximum payment for subsequeanters will be increased by the difference betw&Es0,000 and the lesser amount that
was paid in any quarter in which there was a shlbriflasterCard assumes American Express will aghibese financial hurdles. MasterCard
recorded the present value of $1,800,000, at &b diScount rate, or $1,649,345 during the threesindnonths ended June 30, 2008.

In 2003, MasterCard entered into a settlement ageee (the “U.S. Merchant Lawsuit Settlement”) retato the U.S. merchant lawsuit
described under the caption “U.S. Merchant and Qmes Litigations"in Note 17 and contract disputes with certain austs. Under the tern
of the U.S. Merchant Lawsuit Settlement, the Conygamequired to pay $125,000 in 2003 and $1004@tually each December from 2004
through 2012. In addition, in 2003, several otla@vduits were initiated by merchants who opted agrticipate in the plaintiff class in the
U.S. merchant lawsuit. The “opt-out” merchant laitsswere not covered by the terms of the U.S. Manth.awsuit Settlement and all have
been individually settled. Total liabilities fotiiation settlements changed as follows:

Balance as of December 31, 2( $ 404,43¢
Provision for American Express Settlement (Note 1,649,34!
Interest accretion on U.S. Merchant Lawsuit Setéet 16,12«
Payment: (489
Balance as of June 30, 20 $2,069,41!

See Note 17 for additional discussion regardingdbmpany’s legal proceedings.

Note 13. Share Based Payment and Other Benefits

On March 1, 2008, the Company granted approxim&@@flyperformance units, 131 stock options and icésd stock units under the
MasterCard Incorporated 2006 Long-Term IncentianRfLTIP”). The fair value of the performance wn&nd restricted stock units, based on
the closing price of the Class A common stock,vaduwe $.0001, on the New York Stock Exchange ordtite of grant, was $190.00. The fair
value of the stock options estimated on the datgart using a Black-Scholes option pricing modaswW78.54. The performance units and
restricted stock units will primarily vest on Felry 28, 2011. The stock options vest ratably owar ffears and expire ten years from the date
of grant. Compensation expense is recorded nedtwhated forfeitures over the shorter of the vespariod or the date the individual becomes
eligible to retire under the LTIP. The Company ugesstraight-line method of attribution for expgsequity awards. With regard to the
performance units, the ultimate number of shardseteceived by the employee upon vesting will Gimined by the Company’s
performance against predetermined net income (hivds weighting) and operating margin (one-thirdgiing) goals for the thregear periot
commencing January 1, 2008. Estimates are adjastegpropriate. No significant grants under theFLiwkre made subsequent to March 1,
2008.
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Note 14. Stockholders’ Equity
Class B Common Stock Conversion

In February 2008, the Company’s Board of Directarthorized the conversion and sale or transfepdabul 3,100 shares of Class B
common stock into shares of Class A common statkldy 2008, the Company implemented and completszhgersion program in which
of the 13,100 authorized shares of Class B comramk svere converted into an equal number of shaff€ass A common stock and
subsequently sold or transferred by participatiolglérs of Class B common stock to public investors.

Stock Repurchase Program

During 2008, the Company repurchased approxim&i@$9 shares of Class A common stock at a cost4®,868, completing its
aggregate authorized share repurchase program2B8&000. The Company records the repurchase oéslodcommon stock at cost based on
the settlement date of the transaction. These slaaeeclassified as treasury stock, which is aatalu to stockholdersequity. Treasury stock
included in authorized and issued shares but egdlfitom outstanding shares.

Note 15. Commitments

The future minimum payments under non-cancelalasds for office buildings and equipment, sponspesHicensing and other
agreements at June 30, 2008 were as follows:

Sponsorship

Licensing

Capital Operating and

Total Leases Leases Other
The remainder of 200 $254,04¢ $ 5,042 $ 24,68 $ 224,32:
2009 205,13¢ 5,98¢ 36,00¢ 163,14«
2010 128,98’ 2,751 16,971 109,25:
2011 77,03( 1,97¢ 10,297 64,75¢
2012 58,10¢ 1,81¢ 8,79( 47,49
Thereaftel 73,148 36,831 27,55: 8,75¢
Total $796,45(  $54,42:  $124,300  $ 617,72

Included in the table above are capital leases withuted interest expense of $9,563 and a net preséue of minimum lease payments
of $44,858. In addition, at June 30, 2008, $49 @2he future minimum payments in the table abareoperating leases, sponsorship,
licensing and other agreements was accrued. Cdasedi rental expense for the Companyffice space was approximately $10,369 and $!
for the three months ended June 30, 2008 and 288@ectively, and $20,335 and $17,225 for the sixtins ended June 30, 2008 and 2007,
respectively. Consolidated lease expense for autdes) computer equipment and office equipment 8660 and $1,627 for the three
months ended June 30, 2008 and 2007, respectamdy$5,148 and $3,494 for the six months ended 3002008 and 2007, respectively.
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Note 16. Income Taxes
Effective Income Tax Rate

The effective income tax rate was 39.0% and 34 G&the three months ended June 30, 2008 and 28§ectively, and 43.9% and
35.3% for the six months ended June 30, 2008 afid,2@spectively. The increase in the absolutectiie tax rate in both periods was
primarily due to the tax benefit related to thergeafor the American Express Settlement (see Ni2eend 17). The effect of the charge
significantly changed the geographic distributidmiee-tax income (loss) from jurisdictions with lemtax rates to those with higher tax rates.

In addition, the charge for the American Exprestsi&aent, recognized for book purposes in thisquerwill be deductible for tax
purposes in the periods that payments are madardiogly, a deferred tax asset was recorded towattdor the difference in timing between
the book and tax realization of the tax benefiisTdeferred tax asset was the primary reason éomtrease in deferred tax assets in the secon
quarter of 2008.

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 unascetiégndamages. Therefore, the probabilit
loss and an estimation of damages are not pogsilalscertain at present. Accordingly, MasterCariw established reserves for any of these
proceedings other than for the American Expreggatibn, currency conversion litigations and thest\irginia consumer litigation described
below. Except for those matters described belowstst&€ard does not believe that any legal or regnjgiroceedings to which it is a party
would have a material impact on its results of afiens, financial position, or cash flows. AlthouglasterCard believes that it has strong
defenses for the litigations and regulatory progegzidescribed below, it could in the future infidgments or fines, enter into settlements of
claims or be required to change its business meth ways that could have a material adverseteffeits results of operations, financial
position or cash flows. Notwithstanding MasterCaroklief, in the event it were found liable in eglclass-action lawsuit or on the basis of a
claim entitling the plaintiff to treble damagesuwsrder which it were jointly and severally liabl&acges it may 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. Moreamesidverse outcome in a regulatory proceedinglagesult in fines and/or lead to the
filing of civil damage claims and possibly resuitdamage awards in amounts that could be signtfaae could materially and adversely aff
the Company'’s results of operations, cash flowsfarathcial condition.

Department of Justice Antitrust Litigation and Related Private Litigations

In October 1998, the U.S. Department of JusticeQJD) filed suit against MasterCard Internationals&/U.S.A., Inc. and Visa
International Corp. in the U.S. District Court thie Southern District of New York alleging that lhdflasterCard’s and Visa's governance
structure and policies violated U.S. federal amsitlaws. First, the DOJ claimed that “dual goveng—the situation where a financial
institution has a representative on the board refotlors of MasterCard or Visa while a portion sféard portfolio is issued under the brand of
the other association—was anti-competitive anddatidimit innovation within the payment card inthys Second, the DOJ challenged
MasterCard’s Competitive Programs Policy (“CPP")l @anVisa bylaw provision that prohibited finandiastitutions participating in the
respective associations from issuing competing ietgry payment cards (such as American Expreg§ismover). The DOJ alleged that
MasterCard’s CPP and Visa's bylaw provision actetestrain competition.
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On October 9, 2001, District Court judge Barbanae3oissued an opinion upholding the legality ardqompetitive nature of dual
governance. However, the judge also held that M@arel’'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. ThereCircuit upheld the final judgment and
the Supreme Court denied certiorari. The partieseajthat October 15, 2004 would serve as theteféedate of the final judgment. The final
judgment also provided for a t-year period of rescission rights for an issuegrter 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 enforcing
newly-enacted bylaw requiring Visa’'s 100 largestiexrs of debit cards in the United States to psy-ealled “settlement service” fee if they
reduce their Visa debit volume by more than 10%s Dlglaw was later modified to clarify that thetlsnhent service fee would only be
imposed if an issuer shifted its portfolio of detards to MasterCard. Visa implemented this bylaswvision 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 Difigation, which enjoins Visa and MasterCard fremacting, maintaining, or enforcing any
bylaw or policy that prohibits issuers from issutpeneral purpose cards or debit cards in the UiStates on any other general purpose card
network. On July 7, 2006, a special master appdibiethe District Court to conduct an evidentiagating issued a report and recommendi
to the District Court finding that the continuatiohVisa’s settlement service fee after the effextiate of the final judgment on October 15,
2004 violated the final judgment. On June 7, 2@B& District Court judge issued an opinion and pedgeeing with the special master’s
finding that the SSF violated the final judgmenttie DOJ litigation. The Court's order requiresd/te repeal the SSF and also permits any of
Visa’s largest 100 debit issuers who entered intagreement relating to debit card issuance wigaWhile the SSF was in place to terminate
its agreement with Visa in order to enter into greement with MasterCard to issue MasterCard-bideésit cards. On June 13, 2007,
MasterCard and Visa entered into an agreementteméxhe statute of limitations on the time MastChas to file potential claims that
MasterCard may have against Visa in connection thighSSF. On June 29, 2007, Visa filed a noticappleal with the Second Circuit. Briefing
on Visa’s appeal was completed on November 21, 2007July 29, 2008, in connection with the exequtidthe judgment sharing agreement
in the Discover litigation described below, andsaeparate consideration to MasterCard reflecteldratiocation provisions of that agreement,
Visa agreed to dismiss its appeal and MasterCadedsed any potential claims that it may have agalisa in connection with the SSF.

On February 25, 2008, the Antitrust Division of ®J issued a Civil Investigative Demand (“CID”)MasterCard seeking information
regarding a potential violation of the final judgmhén the DOJ litigation discussed in the precegiagagraphs. The CID seeks documents, data
and narrative responses to several interrogatafydanument requests which focus on whether eamyit@ation and waiver provisions in
agreements between MasterCard and issuers vibte®J final judgment. MasterCard is cooperatinip wie DOJ in connection with the
CID.

On October 4, 2004, Discover Financial Services, fited a complaint against MasterCard, Visa U.S&. and Visa International
Services Association. The complaint was filed i@ thS. District Court for the Southern DistrictNéw York and was designated as a related
case to the DOJ litigation, and was assigned tgeB#rbara Jones, the same judge who issued thel®&slon 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 tB@ts 1 and 2 of the Sherman Act in an alleged etdide general purpose card network
services and an alleged market for debit card métwervices. Specifically, Discover claimed thatdaCard’'s CPP unreasonably restrained
trade by prohibiting financial institutions who veemembers of MasterCard from issuing payment camdie 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 CPP
and Visa’s bylaw provision have injured competiteomd caused injury to Discover. Under the doctaheollateral estoppel, a court has the
discretion to preclude one or more issues fromdestitigated in a subsequent action but onlylij: those issues are identical to issues actually
litigated and determined in the prior action, (&)qf of those issues were necessary to reach tbejpdgment, and (3) the party to be estopped
had a full and fair opportunity to litigate thossues in the prior action. Accordingly, if the Dist Court were to give effect to collateral
estoppel on one or more issues in the future, siggmificant elements of plaintiff's claims would kstablished, thereby making it
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more likely that MasterCard would be found liabielanaking the possibility of an award of damages thuch more likely. In the event all
issues are subsequently decided against MastenCdrspositive motions during the course of thigdition, then there is the possibility that the
sole issue remaining will be whether a damage avgaag@propriate and, if so, what the amount of dggsashould be. Discover seeks treble
damages in an amount to be proved at trial alotly attorneys’ fees and costs. On February 7, 28@sterCard moved to dismiss Discover’'s
amended complaint in its entirety for failure tatsta claim. In a series of rulings, the Distriou@ denied most aspects of MasterCard’s
motion to dismiss although it did dismiss Discoge®ection 2 monopolization and attempted monopidizalaims against MasterCard. On
April 14, 2005, the District Court denied, at tegdge in the litigation, Discover’s request to gbedlateral estoppel effect to the findings in the
DOJ litigation. However, the District Court indiegtthat Discover could refile a motion for collatleestoppel after discovery. On June 7, 2!
Discover filed a second amended complaint thatored the claims in its amended complaint but ddlatkegations relating to MasterCard’s
Honor All Cards rule as well as Discover's Secttomonopolization and attempted monopolization ctaagainst MasterCard based upon the
court’s prior dismissal of those claims. Fact disay was completed on May 31, 2007. Discover hasnitied expert reports purporting to
demonstrate that it had incurred damages in exafe®8,000,000 before trebling. MasterCard has sttbthexpert reports countering the
damages arguments made in Discover’s reports amdumting that damages are negative. On Februar@, MasterCard moved for
summary judgment with respect to all of Discovetams. Also on February 15, 2008, Discover fileshation for summary judgment seeking
collateral estoppel with respect to its Sectioalnts against MasterCard, as well as an order ypdaay MasterCard from litigating certain
issues Discover contends were tried in the undeghiaOJ litigation. Briefing on these motions wasngdeted on April 25, 2008. The District
Court has indicated that it expects to issue deesson these motions on or before August 18, 2008.Court has scheduled trial to commence
on October 14, 2008. In response to MasterCardvasals requests, on April 18, 2008, the Districtu@toordered Discover, MasterCard and
Visa to confer and stipulate to a process that dgolvern a non-binding mediation of the litigatidime parties participated in mediation which
failed to produce a settlement. On July 29, 2008stérCard and Visa entered into a judgment shadgngement that provides for the
apportionment of certain costs and liabilities whidasterCard and Visa may incur, jointly and/oresally, in the event of an adverse judgr

or settlement in the Discover litigation. The judgmhsharing agreement provides that Visa wouldebpansible for the substantial majority of
any judgment or settlement in the litigation, bapetharily on relevant volumes. At this time itrist possible to determine the ultimate
resolution of, or estimate the liability, if anglated to the Discover litigation. No provision fosses has been provided in connection with this
matter.

On November 15, 2004, American Express filed a dampagainst MasterCard, Visa and eight membek$ancluding JPMorgan
Chase & Co., Bank of America Corp., Capital OneaRial Corp., U.S. Bancorp, Household Internatidnal, Wells Fargo & Co., Providian
Financial Corp. and USAA Federal Savings Bank. BetwJune 2005 and December 2005, USAA Federal §aBiank, Bank of America
Corp. and Household International Inc. announcétesgents with American Express and were dismi$sed the case. The complaint, which
was filed in the U.S. District Court for the South®istrict of New York, was designated as a relatase to the DOJ litigation and was
assigned to Judge Jones. The complaint allegeththanplementation and enforcement of MasterCa@iP® and Visa’'s bylaw provision
violated Sections 1 and 2 of the Sherman Act iallged market for general purpose card netwonkices and a market for debit card netw
services. Specifically, American Express claimeat tasterCard’s CPP unreasonably restrained tragedhibiting financial institutions who
were members of MasterCard from issuing paymentscan the American Express network. American Expsesight treble damages in an
amount to be proved at trial, along with attorndigg’s and costs. In November 2007, Visa and thairéng bank defendants reached a
settlement with American Express and were dismissed the case. On June 24, 2008, MasterCard ehiete a settlement agreement with
American Express to resolve all current litigatlmetween American Express and MasterCard, followthgch Judge Jones dismissed the case
without prejudice, pending full payment. Under thems of the settlement agreement, MasterCardligatbéd to make twelve quarterly
payments of up to $150,000 per quarter beginnirtherthird quarter of 2008. MasterCard’s maximurmimal payments will total $1,800,000.
The amount of each quarterly payment is contingarthe performance of American Express’ U.S. Gldbeatiwvork Services business. The
guarterly payments will be in an amount equal t&1d American Express’s U.S. Global Network Sersibdlings during the quarter, up to a
maximum of $150,000 per quarter. If, however, tagrmpent for any quarter is less than $150,000, taemum payment for subsequent
quarters will be increased by the difference betw&E50,000 and the lesser amount that was paidyirgaarter in which there was a shortfall.
MasterCard assumes American Express will achiesgetfinancial hurdles. Total future payments disted at 5.75% over the payment term,
or $1,649,345, are reflected on MasterCard's Stateérof Operations as a litigation settlement.
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Currency Conversion Litigations

MasterCard International, together with Visa U.SIAc. and Visa International Corp., are defendants state court lawsuit in Californ
The lawsuit alleges that MasterCard and Visa wralhgimposed an asserted one percent currency esiove‘fee” on every credit card
transaction by U.S. MasterCard and Visa cardholoeaving the purchase of goods or services ioraifjn country, and that such alleged
“fee” is unlawful. This action, titled Schwartz Visa Int’'l Corp., et al., was brought in the SupeiCourt of California in February 2000,
purportedly on behalf of the general public. Taathe Schwartz matter commenced on May 20, 20@2cancluded on November 27, 2002.
The Schwartz action claims that the alleged “fer@sgly exceeds any costs the defendants might in@annection with currency conversions
relating to credit card purchase transactions nraflereign countries and is not properly disclosedardholders. MasterCard denies these
allegations.

On April 8, 2003, the trial court judge issuedreafidecision in the Schwartz matter. In his dedistbe trial judge found that
MasterCard’s currency conversion process doesiolatg the Truth in Lending Act or regulations, m®it unconscionably priced under
California law. However, the judge found that titaqgtice is deceptive under California law, and cedehat MasterCard mandate that mem
disclose the currency conversion process to cadénsln cardholder agreements, applications, safiohs and monthly billing statements. As
to MasterCard, the judge also ordered restitutio@dlifornia cardholders. The judge issued a degisih restitution on September 19, 2003,
which requires a traditional notice and claims psscin which consumers have approximately nine hsotot submit their claims. The court
issued its final judgment on October 31, 2003. @ed&nber 29, 2003, MasterCard appealed the judgfieetinal judgment and restitution
process have been stayed pending MasterCard’s la@peAugust 6, 2004, the court awarded plaintifftsorneys’ fees and costs in the amount
of $28,224 to be paid equally by MasterCard an&VAgcordingly, during the three months ended Sepe&r 30, 2004, MasterCard accrued
amounts totaling $14,112. MasterCard subsequeitely & notice of appeal on the attorneys’ fee avearé@ctober 1, 2004. With respect to
restitution, MasterCard believes that it is lik&dyprevail on appeal. In February 2005, MasterGided an appeal regarding the applicability of
Proposition 64, which amended sections 17203 aB04.8f the California Business and Professions Cudihis action. On September 28,
2005, the appellate court reversed the trial cdimdjng that the plaintiff lacked standing to puesthe action in light of Proposition 64. On
May 8, 2007, the trial court dismissed the case.

MasterCard International, Visa U.S.A., Inc., Visgéelrnational Corp., several member banks includiiidpank (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 lavasbd on the asserted one percent currency
conversion “fee.” Pursuant to an order of the JatilRanel on Multidistrict Litigation, the federabmplaints have been consolidated in MDL
No. 1409 before Judge William H. Pauley Il in tdeS. District Court for the Southern District of Wé&/ork. In January 2002, the fede
plaintiffs filed a Consolidated Amended ComplaitMDL Complaint”) adding MBNA Corporation and MBNA erica Bank, N.A. as
defendants. This pleading asserts two theoriestitfast conspiracy under Section 1 of the Sherdetn (i) an alleged “inter-association”
conspiracy among MasterCard (together with its mensib Visa (together with its members) and Dindrgh@o fix currency conversion “fees”
allegedly charged to cardholders of “no less tHnot the transaction amount and frequently morag @i) two alleged “intra-association”
conspiracies, whereby each of Visa and MasterGacthimed separately to have conspired with its begmto fix currency conversion “fees”
allegedly charged to cardholders of “no less thnof the transaction amount” and “to facilitate @mtourage institution—and collection—of
second tier currency conversion surcharges.” Tha. MBmplaint also asserts that the alleged curreooyersion “fees” have not been
disclosed as required by the Truth in Lending Aal Regulation Z.
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On July 20, 2006, MasterCard and the other defédsdarthe MDL action entered into agreements seftihe MDL action and related
matters, as well as the Schwartz matter. Pursoahgtsettlement agreements, MasterCard paid $J2048e used for defendants’ settlement
fund to settle the MDL action and $13,440 to setike Schwartz matter. On November 8, 2006, Judg&Pgranted preliminary approval of
the settlement agreements. The settlement agresmensubject to final approval by Judge Pauleg,rasolution of all appeals. The hearing
final approval of the settlement agreements wad belMarch 31, 2008 and Judge Pauley reservedideds final approval. On November
2006, the plaintiff in one of the New York stataudocases appealed the preliminary approval osétéement agreement to the U.S. Court of
Appeals for the Second Circuit. On June 6, 2009 gitpellate court granted MasterCard’s motion ferdariefing until a final settlement is
approved in the MDL action.

With regard to other state court currency conversictions, MasterCard has reached agreementsiicigddg with the plaintiffs for a total
of $3,557, which has been accrued. Settlement agnets have been executed with plaintiffs in theoQRennsylvania, Florida, Texas,
Arkansas, Tennessee, Arizona, New York, Minnesothllinois actions, but such an agreement hadaeh executed with plaintiffs in the
Missouri action.

Pursuant to Statement of Financial Accounting SaaslNo. 5, “Accounting for Contingencies,” litigat settlements were previously
recorded for the amounts noted above. At this titrig,not possible to predict with certainty thémate resolution of these matters.

U.S. Merchant and Consumer Litigations

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

In addition, individual or multiple complaints halieen brought in 19 different states and the Ristfi Columbia alleging state unfair
competition, consumer protection and common lawrdaagainst MasterCard International (and Visapehalf of putative classes of
consumers. The claims in these actions largelyamttre allegations made in the U.S. merchant lavesud assert that merchants, faced with
excessive merchant discount fees, have passeddhessharges to consumers in the form of higheresrbn goods and services sold.
MasterCard has been successful in dismissing taseventeen of the jurisdictions as courts haeatgd MasterCard’s motions to dismiss for
failure to state a claim or plaintiffs have voluiliadismissed their complaints. However, there auéstanding cases in New Mexico, Califor
and West Virginia. The parties are awaiting a denisn MasterCard’s motion to dismiss in New Mexitbe parties in the California cases
briefed and argued the narrow issue of whetherlagad matter the summary judgment ruling in th&.Unerchant lawsuit could constitute a
final judgment on the merits to which collateraiogpel could potentially apply. On October 31, 20l California state court ruled in
MasterCard and Visa's favor and found that the Walt summary judgment ruling would have no collaterstoppel effect in this proceeding.
Limited discovery is proceeding in the Californ@ses. Based upon litigation developments and setienegotiations in that state, and
pursuant to Financial Accounting Standards NoAzcounting for Contingencies,” MasterCard recortighl reserves for the West Virginia
consumer litigation during the second quarter @f2@0n January 7, 2008, MasterCard executed @ settit agreement, in which it agreed to
resolve the West Virginia consumer action for arpegt by MasterCard of $3,400, which is within thearve that MasterCard had established
for the case. The court granted preliminary appro¥/¢he settlement on January 14, 2008. The hganinthe final approval of the settlement is
scheduled for August 20, 2008.
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On April 29, 2005, a complaint was filed in Calificet state court on behalf of a putative class oomers under California unfair
competition law (Section 17200) and the Cartwrigbt. The claims in this action seek to piggybackloa portion of the DOJ antitrust
litigation in which the United States District Cofwr the Southern District of New York found thdasterCard’s CPP and Visa’s bylaw
constitute unlawful restraints of trade under theefral antitrust laws. See “—Department of Jusdictitrust Litigation and Related Private
Litigations.” MasterCard and Visa moved to disntfes complaint and the court granted the defendamedion to dismiss the plaintiffs’
Cartwright Act claims but denied the defendantstioroto dismiss the plaintiffs’ Section 17200 unfedmpetition claims. MasterCard filed an
answer to the complaint on June 19, 2006 and thteepare proceeding with discovery.

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

eFunds Litigation

In December 2003, MasterCard and eFunds Corporé#dunds”) entered into a Marketing Sales and BesvAlliance Agreement (the
“Agreement”) whereby the parties agreed to worletbgr to provide debit processing services to fir@nnstitutions. After analysis of the
needs of its customers and its business, on Deget3b2006, MasterCard notified eFunds that, purstaone of the provisions in the
Agreement, it was terminating the Agreement. Oalwyut January 30, 2007, eFunds filed a verifiedplamt against MasterCard in Superior
Court for the State of Arizona, alleging that MaSiard’s termination of the Agreement was improfiére complaint asserts several causes of
action including declaratory judgment, breach oftcact, breach of the covenant of good faith amddealing, and fraudulent inducement.
eFunds seeks a declaratory judgment that the Agneeramains in full force and effect, or, in theeatative, monetary damages. MasterCard
moved to dismiss certain of eFundsuses of action and the court heard oral argupretite motion on June 29, 2007. On August 16, 20@
court granted parts of MasterCard’s motion to dé&smilthough eFunds’ claim for damages for breaawonfract and related causes of action
remain. On September 4, 2007, MasterCard answkeecbimplaint and filed counterclaims against eFuhmaddition, on April 18, 2008,
MasterCard filed an amended answer and countergldm May 8, 2008, eFunds answered MasterCardistemtlaims and added additional
claims in an amended complaint. On July 1, 2008stet&ard moved to dismiss certain of eFunds’ claifhg parties are briefing
MasterCard’s motion and are proceeding with disppve

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 paymetegraysosts among the financial institutions parttipg in a four-party payment card
system such as MasterCard’s. Typically, interch&egs are paid by the acquirer to the issuer imeotion with transactions initiated with the
payment system’s cards. These fees reimbursegherifor a portion of the costs incurred by it ioyading services which are of benefit to all
participants in the system, including acquirers argichants. MasterCard or its customer financititutions establish a default interchange
in certain circumstances that applies when thene isther interchange fee arrangement betweerssioer and the acquirer. MasterCard
establishes a variety of interchange rates depgrafirsuch considerations as the location and e ¢y transaction, and collects the
interchange fee on behalf of the institutions &dito receive it and remits the interchange fegligble institutions. As described more fully
below, MasterCard or its members’ interchange &essubject to regulatory or legal review and/alleimges in a number of jurisdictions. At
this time, it is not possible to determine thernéite resolution of, or estimate the liability reto, 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 actiondéawss filed by a group of merchants in the U.&tiixt Court for the
Northern District of California against MasterCandernational, Visa U.S.A., Inc., Visa Internatid@orp. and several member bank:
California alleging, among other things, that MaSted’s and Visa's interchange fees contravenétierman Act and the Clayton Act. The
plaintiffs seek damages and an injunction agairsst®tCard (and Visa) setting interchange and engagi“joint marketing activities,” which
plaintiffs allege include the purported negotiatafrmerchant discount rates with certain merchaviessterCard
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moved to dismiss the claims in the complaint faufe to state a claim and, in the alternativepatoved for summary judgment with resper
certain of the claims. On July 25, 2005, the c@stied an order granting MasterCard’s motion tondis and dismissed the complaint with
prejudice which plaintiffs have appealed. Oral angut on the appeal was held on June 11, 2007. QohVia 2008, the Court of Appeals
affirmed the district court’s dismissal of the cdaipt. The time in which plaintiffs could file a figon for certiorari with the Supreme Court
has expired.

On June 22, 2005, a purported class action lawgstfiled by a group of merchants in the U.S. DistCourt of Connecticut against
MasterCard International Incorporated, Visa U.SIAc, Visa International Service Association anmtlaber of member banks alleging, am
other things, that MasterCard’s and Visaurported setting of interchange fees violateti@e 1 of the Sherman Act. In addition, the conp
alleges MasterCard’s and Visa's purported tying lamadling of transaction fees also constitutesodation of Section 1 of the Sherman Act.
The suit seeks treble damages in an unspecifiediatnattorneys’ fees and injunctive relief. Sinkee filing of this complaint, there have been
approximately fifty similar complaints (the majgristyled as class actions although a few complargson behalf of individual plaintiffs) filed
on behalf of merchants against MasterCard and (@isd in some cases, certain member banks) in flec®ugs in California, New York,
Wisconsin, Pennsylvania, New Jersey, Ohio, Kentuoky Connecticut. On October 19, 2005, the JudRaalel on Multidistrict Litigation
issued an order transferring these cases to Julggsah of the U.S. District Court for the Easteistiict of New York for coordination of pre-
trial proceedings in MDL No. 1720. On April 24, &)Qhe group of purported class plaintiffs fileéfiest Amended Class Action Complaint.
Taken together, the claims in the First Amended€haction Complaint and in the complaints broughttte behalf of the individual mercha
are generally brought under Sections 1 and 2 oStteman Act. Specifically, the complaints contsme or all of the following claims:

(i) that MasterCard’s and Visa’s setting of inteange fees (for both credit and offline debit tramigas) violates Section 1 of the Sherman Act;
(ii) that MasterCard and Visa have enacted andreafbvarious rules, including the no surcharge amié purported anti-steering rules, in
violation of Section 1 or 2 of the Sherman Act) {inat MasterCard’s and Visa’s purported bundiifighe acceptance of premium credit cards
to standard credit cards constitutes an unlawinbtarrangement; and (iv) that MasterCard and Yesze unlawfully tied and bundled
transaction fees. In addition to the claims brougider federal antitrust law, some of these comfdaiontain certain unfair competition law
claims under state law based upon the same coddactibed above. These interchange-related litigatalso seek treble damages in an
unspecified amount (although several of the comgdaillege that the plaintiffs expect that damagédgange in the tens of billions of dollars),
as well as attorneys’ fees and injunctive relief.

On June 9, 2006, MasterCard answered the complathtnoved to dismiss or, alternatively, moved tikesthe pre-2004 damage claims
that were contained in the First Amended Classolic@omplaint and moved to dismiss the Section Pnalahat were brought in the individual
merchant complaints. On September 7, 2007, Magisiiadge Orenstein issued a report and recommendatt MasterCard’s motion to
dismiss the pre-2004 damages claims should beeagtamtts entirety. On January 8, 2008, the distraurt adopted the magistrate judge’s
report and recommendation and dismissed the daimre-2004 damage claims. On January 11, 2088magistrate judge issued a report and
recommendation that MasterCard’s motion to disrttissndividual merchant defendants’ Section 2 ctaghould be denied. On February 15,
2008, MasterCard filed objections to the magistpatige’s report and recommendation. On May 14, 28@8court issued an order rejecting
MasterCard’s objections and adopted the magistaggommendation denying MasterCard’s motion tmiis. Fact discovery has been
proceeding and is currently scheduled to be coraglby October 15, 2008, with briefing on classifieation to be completed by
November 24, 2008 and briefing on case dispositiséions to be completed by NovemI25, 2009. No trial date has been scheduled. On
July 5, 2006, the group of purported class pldmfifed a supplemental complaint alleging that kaSard’s initial public offering of its
Class A Common Stock in May 2006 (the “IPO”") andai@ purported agreements entered into betweenev@ard and its member financial
institutions in connection with the IPO: (1) vi@aBection 7 of the Clayton Act because their effdlegedly may be to substantially lessen
competition, (2) violate Section 1 of the Sherman Because they allegedly constitute an unlawfailgioation in restraint of trade and
(3) constitute a fraudulent conveyance becauseniraber banks are allegedly attempting to releatewi adequate consideration from the
member banks MasterCard’s right to assess the nrdvabé&s for MasterCard’s litigation liabilities these interchange-related litigations and
in other antitrust litigations pending againsfTihe plaintiffs seek unspecified damages and arroedersing and unwinding the IPO. On
September 15, 2006, MasterCard moved to dismigd #ile claims contained in the supplemental compl®n February 12, 2008, Magistrate
Judge Orenstein issued a report and recommendatbgranted in
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part and denied in part MasterCard’s motion to distrSpecifically, Magistrate Orenstein recommernttied MasterCard’s motion to dismiss
plaintiffs’ fraudulent conveyance claims be granbed he allowed plaintiffs leave to replead tholsénes. Magistrate Orenstein otherwise
recommended the denial of all other aspects of d@strd’s motion to dismiss plaintiffs’ Section 7da®ection 1 claims described above. On
April 4, 2008, MasterCard filed objections to Magase Orenstein’s report and recommendation. Thetdwms not yet ruled on MasterCard’s
objections. The parties have also entered intota@eommended mediation.

European Union In September 2000, the European Commission isati8tatement of Objections” challenging Visa Inttional’s
cross-border default interchange fees under Euro@eanmunity competition rules. On July 24, 2002, Buropean Commission announced its
decision to exempt the Visa interchange fees fioese rules through the end of 2007 based on cettaimges proposed by Visa to its
interchange fees. Among other things, in conneatiith the exemption order, Visa agreed to adopisifoased methodology for calculating
interchange fees similar to the methodology empldye MasterCard, which considers the costs of oesjgecified services provided by
issuers, and to reduce its interchange rates fuit dad credit transactions to amounts at or belewtain specified levels. On March 26, 2008,
the European Commission announced that it has ddenmal antitrust proceedings against Visa Euroipgted, under Article 81 of the EC
Treaty, in relation to Visa’s multilateral interaige fees for cross-border consumer payment candactions 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 Commissioadssbtatement of Objections challenging MasterEardpe’s cross-border
default interchange fees. On June 23, 2006, thedean Commission issued a supplemental Statem@&tjettions covering credit, debit and
commercial card fees. On November 14 and 15, 20@6-uropean Commission held hearings on MasterEardpe’s cross-border default
interchange fees. On March 23, 2007, the Europesmnndission issued a Letter of Facts, also coveriadit; debit and commercial card fees
and discussing its views on the impact of the IPQh& case. MasterCard Europe responded to thenStats of Objections and Letter of Facts
and made presentations on a variety of issuegdtehrings.

The European Commission announced its decisionemember 19, 2007. The decision applies to Mastet€default cross-border
interchange fees for MasterCard and Maestro brandesumer payment card transactions in the EEAKthrepean Commission refers to tr
as “MasterCard’s MIF”), but not to commercial caranhsactions (the European Commission stated pyiiat it has not yet finished its
investigation of commercial card interchange fe€he decision applies to MasterCard’s MIF for crbssder 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 apptyiadiasterCard MIF, to refrain from repeating thizgingement, and not to apply its
recently adopted (but never implemented) Maesti®/A&nd Intra-Eurozone default interchange feestmtgpayment transactions within the
Eurozone. MasterCard understood that the decisiwra §lasterCard until June 21, 2008 to comply, Withpossibility that the European
Commission could have extended this time at itsrditon. The decision also required MasterCards$ae certain specific notices to financial
institutions and other entities that participaté$MasterCard and Maestro payment systems iEE#® and make certain specific public
announcements, regarding the steps it has takeontiply. The decision does not impose a fine on &t&strd, but provides for a daily penalty
of 3.5% of MasterCard'’s daily consolidated glohahbver in the preceding business year (which M&sted estimates to be approximately
$400 U.S. per day) in the event that MasterCaild faicomply.

On March 1, 2008, MasterCard filed an applicatibarmulment of the European Commission’s decisiotheé EU Court of First
Instance. MasterCard also has the right to seekiintrelief to prevent the decision from becomiffg&ive before the outcome of its appeal or
with respect to other aspects of the decisionpatsh it is uncertain whether MasterCard would nez@iny such relief.
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The decision permits MasterCard to establish odle&iult cross-border interchange fees for Mastet@ad Maestro branded consumer
payment card transactions in the EEA if MasterQana demonstrate by empirical proof to the Eurog@ammissions satisfaction that the ne
interchange fees create efficiencies that outw#igtrestriction of competition alleged by the Ewwap Commission, that consumers get a fair
share of the benefits of the new interchange tbas there are no less restrictive means of aahietfie efficiencies of MasterCard’s payment
systems, and that competition is not eliminatedgather. MasterCard has entered into discussiatfstiné European Commission about,
among other things, the nature of the empiricabpitowould require for MasterCard to establishastdefault cross-border interchange fees
consistent with the decision and so as to undetstaore fully the European Commission’s positiotaasow it may comply with the decision.
MasterCard requested an extension of time to comvjilythe decision and, on April 26, 2008, the Ehgan Commission informed MasterCard
that it had rejected such request.

On June 12, 2008 MasterCard announced that, eféedtine 21, 2008, MasterCard would temporarily akje then current default intra-
EEA cross-border consumer card interchange feesriformity with the decision. Discussions are coumitig between MasterCard and the
European Commission concerning what interchangsdéag methodology MasterCard might employ in pbamce with the decision.

Although MasterCard believes that any businesstigezcit would implement would be in compliancehiihe decision, the European
Commission may deem any such practice not in canpd with the decision, or in violation of Europeampetition law, in which case
MasterCard may be assessed fines for the period thanot in compliance. Furthermore, becausealarxing mechanism like default cross-
border interchange fees constitutes an essentialezit of MasterCard Europe’s operations, the detisbuld also significantly impact
MasterCard International’s European customers’MadterCard Europe’s business. The European Cononisigicision could also lead to
competition authorities in one or more EU Membext& commencing investigations or proceedings déggadomestic interchange fees. In
addition, the European Commission’s decision céedd to the filing of private actions against MaSt&rd Europe by merchants and/or
consumers which, if MasterCard is unsuccessfukiappeal of the decision, could result in Masted@aving substantial damages.

United Kingdom Office of Fair TradingOn September 25, 2001, the Office of Fair Tradifithe United Kingdom (“OFT"Jssued a Rul
14 Notice under the U.K. Competition Act 1998 ckalling the MasterCard default interchange feesauitlateral service fee (‘MSF”), the
fee paid by issuers to acquirers when a custones adlasterCarliranded card in the United Kingdom either at an AdiMbver the counter
obtain a cash advance. Until November 2004, ther¢htange fees and MSF were established by MasttC&:. Members Forum Limited
(“MMF") (formerly MasterCard Europay U.K. Ltd.) fatomestic credit card transactions in the Unitedgdom. The notice contained
preliminary conclusions to the effect that the MaSard U.K. default interchange fees and MSF igkih U.K. competition law and did not
qualify for an exemption in their present forms. Bebruary 11, 2003, the OFT issued a supplemental B Notice, which also contained
preliminary conclusions challenging MasterCard'& Unterchange fees (but not the MSF) under the @atition Act. On November 10, 2004,
the OFT issued a third notice (now called a StatgroEObjections) claiming that the interchangesfadringed U.K. and European Union
competition law.

On November 18, 2004, MasterCard’s board of dimscaolopted a resolution withdrawing the authorftthe U.K. members to set
domestic MasterCard interchange fees and MSFsamfercing 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 fiéies were established by MMF
prior to November 18, 2004 contravene U.K. and Baam Union competition law. The OFT decided nafrtpose penalties on MasterCard or
MMF. MMF and MasterCard appealed the OFT’s decisiothe U.K. Competition Appeals Tribunal. On Ju®e 2006, the U.K. Competition
Appeals Tribunal set aside the OFT’s decisionpfeihg the OFT’s request to the Tribunal to withdrde decision and end its case against
MasterCard’s U.K. default interchange fees in plager to November 18, 2004.
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The OFT has commenced a new investigation of M@stel's current U.K. default interchange fees amtbanced on February 9, 2007
that the investigation would also cover so-calledriediate debit” cards. To date, the OFT has issuedmber of requests for information to
MasterCard Europe and financial institutions theatipipate in MasterCard’s payment system in théddinKingdom. MasterCard understands
that the OFT intends to commence a formal procegifirough the issuance of a Statement of Objectiottse near future. If the OFT
ultimately determines that any of MasterCard’s Urierchange fees contravene U.K. and Europeanrisompetition law, it may issue a new
decision and possibly levy fines accruing from diage of its first decision. MasterCard would like@lgpeal a negative decision by the OFT in
any future proceeding to the Competition Appealbdmal. Such an OFT decision could lead to thedilof private actions against MasterCard
by merchants and/or consumers which, if its appealich an OFT decision were to fail, could resulin award or awards of substantial
damages.

Poland.In April 2001, in response to merchant complaittts, Polish Office for Protection of Competition abdnsumers (the “PCA”)
initiated an investigation of MasterCard’s (anda/3 domestic credit and debit card default intargje fees. MasterCard Europe filed several
submissions and met with the PCA in connection Withinvestigation. In January 2007, the PCA issuddcision that MasterCard’s (and
Visa’'s) interchange fees are unlawful under Pddisimpetition law, and imposed fines on MasterCafarsl Visa's) licensed financial
institutions. MasterCard and the financial instdns have appealed the decision. If the appealaraaccessful and the PCA’s decision is
allowed to stand, it could have a significant adeémpact on the revenues of MasterCard’s Polistoouers and on MasterCard's overall
business in Poland.

New Zealandln November 2003, MasterCard assumed responsildlitgetting domestic default interchange fees @wN.ealand, which
previously had been set by MasterCard’s customeantfiial institutions in New Zealand. In early 200% New Zealand Competition
Commission (the “NZCC”) commenced an investigabbMasterCard’s domestic interchange fees. MasterCaoperated with the NZCC in
its investigation, made a number of submissiongenring its New Zealand domestic default interclesiegs and met with the NZCC on
several occasions to discuss its investigatiodNduember 2006, the NZCC filed a lawsuit allegingttMasterCard'’s (and Visa’s) domestic
default interchange fees and certain other of M@sted’s practices including its “honor all cardslte do not comply with New Zealand
competition law, and seeking penalties. Severgklamerchants subsequently filed similar lawsuitksgy damages. A negative decision in
these lawsuits could have a significant adverseonpn the revenues of MasterCard’s New Zealantbmess and on MasterCard’s overall
business in New Zealand.

Australia.In 2002, the Reserve Bank of Australia (“RBA”) annced regulations under the Payments Systems (&eml Act of 1998
applicable to four-party credit card payment syst@mAustralia, including MasterCard’s. Those regions, among other things, mandate the
use of a formula for determining domestic interaefees that effectively caps their weighted averatgh0 basis points. Operators of three-
party systems, such as American Express and D@lats were unaffected by the interchange fee rdigmaln 2007, the RBA commenced a
review of such regulations and, on April 21, 200& RBA released its preliminary conclusions. Thad&ate that the RBA is considering
imposing additional regulations that could furtheduce the domestic interchange fees of four-pagglit card systems in Australia. The effect
of any such additional regulations could put MaSted at an even greater competitive disadvantdgévesto competitors in Australia that
purportedly do not operate four-party systems, Wwigiould have a significant adverse impact on M&stet’s business in Australia.

Other JurisdictionsIn January 2006, a German retailers associatied &l complaint with the Federal Cartel Office im@any
concerning MasterCard’s (and Visa's) domestic défaterchange fees. The complaint alleges thattbt&@ard’s (and Visa's) German
domestic interchange fees are not transparent tohaets and include so-called “extraneous costaststCard 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 féimeestigation of MasterCard
Europe’s domestic interchange fees. This followsésrmal investigation that the Authority had bemmducting since the middle of 2007.

26



Table of Contents

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

MasterCard is aware that regulatory authoritieg@neentral banks in certain other jurisdictionslimling Brazil, Colombia, Mexico,
South Africa, Singapore, Norway, Portugal and Seviemd are reviewing MasterCard’s and/or its memsiliaterchange fees and/or related
practices and may seek to regulate the establishofisach fees and/or such practices.

Note 18. Settlement and Travelers Cheque Risk Managent

MasterCard International’s rules generally guararke payment of certain MasterCard, Cirrus anddttadranded transactions between
its principal members. The term and amount of th@rgntee are unlimited. Settlement risk is the sMp®to members under MasterCard
International’s rules (“Settlement Exposure”), daghe difference in timing between the paymemntgeation date and subsequent settlement.
Settlement Exposure is estimated using the aveataifjecard charges during the quarter multipliedtry estimated number of days to settle.
The Company has global risk management policiepamcedures, which include risk standards, to piew framework for managing the
Company'’s settlement risk. Membported transaction data and the transactioniotpdata underlying the settlement risk calculatioey be
revised in subsequent reporting periods.

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

MasterCard requires certain members that are nminmpliance with the Company’s risk standards faafat 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 campé. In addition to these amounts, MasterCardshatlateral to cover variability and
future growth in member programs. The Company htdds collateral to pay merchants in the event efaihant bank/acquirer failure.

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

Estimated Settlement Exposure, and the portiohefXompany’s uncollateralized Settlement Exposoré/fasterCard-branded
transactions that relates to members that are daptdo be in compliance with, or that are undsigw in connection with, the Company’s
risk management standards, were as follows:

June 30, December 31
2008 2007

MasterCard-branded transactions:

Gross Settlement ExposL $23,918,77  $22,783,20
Collateral held for Settlement Expost (2,057,83) (2,161,75)
Net uncollateralized Settlement Expos $21,860,93  $20,621,44
Uncollateralized Settlement Exposure attributable & non-compliant members $ 99537 $ 108,14
Cirrus and Maestro transactions:

Gross Settlement Expost $ 3,510,720 $ 3,347,85.

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

Of the total estimated Settlement Exposure undeMhbsterCard brand, net of collateral, the U.Soanted for approximately 41% and
43% at June 30, 2008 and December 31, 2007, résggciThe United Kingdom accounted for approxintatEl % at both June 30, 2008 and
December 31, 2007. Of the total uncollateralizetl&aent Exposure attributable to non-compliant rhbers, five members represented
approximately 86% and 64% at June 30, 2008 andrbleee31, 2007, respectively.
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MasterCard guarantees the payment of MasterBardded travelers cheques in the event of issdfaulieThe exposure estimate is ba
on all outstanding MasterCard-branded travelersjebs, reduced by an actuarial determination of wbgthat are not anticipated to be
presented for payment. The term and amount of tlagagntee are unlimited. MasterCard calculated asterCard-branded travelers cheques
exposure under this guarantee as $516,653 and@568t June 30, 2008 and December 31, 2007, résggciThe reduction in travelers
cheques exposure is attributable to the continuad-down of the MasterCard travelers cheques pragra

A significant portion of the Company’s travelerseghe risk is concentrated in one MasterCard traveleeque issuer. MasterCard has
obtained an unlimited guarantee estimated at $82452d $452,134 at June 30, 2008 and Decembe0BZ, Bespectively, from a financial
institution that is a member, to cover all of txp@sure of outstanding travelers cheques with igpesuch issuer. In addition, MasterCard
obtained a limited guarantee estimated at $16,A8%48,004 at June 30, 2008 and December 31, 28§dectively, from a financial
institution that is a member in order to coverélxposure of outstanding travelers cheques witheiegp another issuer. These guarantee
amounts have also been reduced by an actuariahdaggion of cheques that are not anticipated tpriesented for payment.

Based on the Company'’s ability to charge its mesbarsettlement and travelers cheque losses fiibetigeness of the Company’s
global risk management policies and procedurestfatistorically low level of losses that the Canyp has experienced from settlement and
travelers cheques, management believes that thalpitity of future payments for settlement and élavs 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 wi
are either transacted in a non-functional curresrcyalued based on a currency other than our fanaticurrencies. The Company also enters
into contracts to offset possible changes in vdlue to foreign exchange fluctuations of assetsliabdities denominated in foreign currencies.
At June 30, 2008, all contracts to purchase aridaeign currency had been entered into with corgts of MasterCard International.
MasterCard’s forward contracts are classified bcfional currency as summarized below:

U.S. Dollar Functional Currency

June 30, 2008 December 31, 2007
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to purchase foreign curre $44,61¢ $ 44¢ $39,93: $ (286
Commitments to sell foreign curren 92,571 (621) 22,08¢ 38¢

Euro Functional Currency

June 30, 200¢ December 31, 200°
Estimated Estimated
Forward Contracts Notional Fair Value Notional Fair Value
Commitments to sell foreign curren $77,49: $ 1,46( $49,69¢ $ (275

The currencies underlying the foreign currency famivcontracts consist primarily of the euro, U.Kupd sterling, Brazilian real,
Canadian dollar, Mexican peso, Thai baht, Japayes@nd Australian dollar. The fair value of theeign currency forward contracts gener:
reflects the estimated amounts that the Companydwegeive or (pay), on a pre-tax basis, to termeinlae contracts at the reporting date based
on broker quotes for the same or similar instrumenhe terms of the foreign currency forward cartgare generally less than 18 months. The
Company had no deferred gains or losses in acctiatutgher comprehensive income as of June 30, 200®ecember 31, 2007 as there v
no derivative contracts accounted for under hedgeunting.
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The Companys derivative financial instruments are subjectdthlxzredit and market risk. Credit risk is the rigkoss due to failure of tl
counterparty to perform its obligations in accoramwith contractual terms. Market risk is the ptisdrchange in an instrument’s value caused
by fluctuations in interest rates and other vagabklated to currency exchange rates. Credit arélatrisk related to derivative instruments
were not material at June 30, 2008 and Decembe2(®17, respectively.

Generally, the Company does not obtain collatesfated to forward contracts because of the higditratings of the counterparties. The
amount of loss the Company would incur if the cegparties failed to perform according to the teahthe contracts is not considered
material.

Note 20. Other Income

During the six months ended June 30, 2008, Master&ald all of its remaining 6,141 shares of Red#&A. and realized pre-tax gains,
net of commissions, of approximately $86,000 irestment income during the period. The Companyrasognized $75,000, pre-tax, in other
income, related to the termination of a customesiress agreement for a customer exiting a spéiioof business.

In June 2007, the Company signed a settlement mgretto discontinue its relationship with the origation which operates the World
Cup soccer events and not sponsor the 2010 and\®0tld Cup soccer events. The organization whickrates the World Cup soccer events
agreed to pay the Company $90,000 to resolve slutiés and this was recorded as other income itintBe and six months ended June 30,
2007.
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition drkResults of Operation

The following discussion should be read in conjiomctvith the consolidated financial statements antes of MasterCard Incorporated
and its consolidated subsidiaries. In this discossreferences to the “Company,” “MasterCard,” “we’us” or “our” refer to the
MasterCard brand generally, and to the businesglooted by MasterCard Incorporated and its consdakdesubsidiaries, including ot
principal operating subsidiary, MasterCard Interi@tal Incorporated (doing business as MasterCardMioide), and MasterCard Euroy.
sprl (“MasterCard Europe”).

Forward-Looking Statements and Non-GAAP Financial hformation

This Report on Form 10-Q contains forward-lookitateaments pursuant to the safe harbor provisiotiseoPrivate Securities Litigation
Reform Act of 1995. When used in this Report, theeds “believe,” “expect,” “could,” “may,” “would”;will” and similar words are intended
to identify forward-looking statements. These ford#booking statements relate to the Company’s ippnospects, developments and business
strategies and include, without limitation, the Qamy’s strong liquidity and capital position, therffpanys belief in its ability to drive growt
by further penetrating its existing customer base lay expanding its role in targeted geographiestagher-growth segments of the global
payments industry, enhancing its merchant relaliguss growing acceptance and continuing to invedtisibrands, pursuing incremental
payment processing opportunities throughout thddyarcreasing its volume of business with cust@rarer time, maintaining and enhancing
its brands and images through advertising and rtiakefforts on a global scale and continuing teest in marketing programs at regional and
local levels. Many factors and uncertainties ratptio our operations and business environmenof athich are difficult to predict and many of
which are outside of our control, influence whetary forward-looking statements can or will be agkid. Any one of those factors could
cause our actual results to differ materially frdrose expressed or implied in writing in any forddooking statements made by MasterCar
on its behalf. We believe there are certain rigkdis that are important to our business, and tbeskl cause actual results to differ from our
expectations. Reference should be made to ItermPait 11 of this Quarterly Report on Form 10-Q d&nel Companys Annual Report on For
10-K for the year ended December 31, 2007 for @it discussion of these risk factors in Iltem 1ARisk Factors.

Non-GAAP financial information is defined as a nuical measure of a company’s performance that eledwor includes amounts so as
to be different than the most comparable measucaleded and presented in accordance with accogiptimciples generally accepted in the
United States (“GAAP”). Pursuant to the requirersasftRegulation S-K, portions of this “Managemeimiscussion and Analysis of Financial
Condition and Results of Operations” include a neiltation of certain non-GAAP financial measureshe most directly comparable GAAP
financial measures. The presentation of non-GAARrfcial measures should not be considered in isolat as a substitute for the Company’s
related financial results prepared in accordantke GAAP.

MasterCard has presented nBAAP financial measures for operating expensekérttiree and six months ended June 30, 2008 arit
and the effective income tax rate for the three giranonths ended June 30, 2008 as supplementaAd®@neasures, to enhance an investor’s
evaluation of MasterCard’s ongoing operating ressaitd to aid in forecasting future periods. Masted® management uses these non-GAAP
financial measures to, among other things, evalitgtengoing operations in relation to historicagults, for internal planning and forecasting
purposes and in the calculation of performancedbasenpensation. More specifically, with respedtt® non-GAAP financial measures
presented in this discussion:

. Operating expenses — Litigation settlements haea leecluded since MasterCard monitors litigatictiesments separately
from ongoing operations and evaluates ongoing dipgraerformance without these settlements. See fyer@ting
Expenses” for a table which provides a reconcidiatf operating expenses excluding litigation setiénts to the most
directly comparable GAAP measure to allow for a enmreaningful comparison of results between peri

. Effective income tax rate — The income tax benefisociated with litigation settlements have be@tuded to provide a
comparison of the effective income tax rate as$ediaith ongoing operations of the business. Setnteme Taxes” for a
table which provides a reconciliation of the effegtincome tax rate excluding litigation settlentett the most directly
comparable GAAP measure to allow for a more meduirgpmparison of results between peric
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Overview

We are a global payment solutions company thatigesva variety of services in support of our custshcredit, debit and related
payment programs. We manage a family of well-knowidely accepted payment card brands including Bt&sird®, MasterCard
Electronic™, Maestr@ and Cirrus®, which we license to our customers. As part of agamg these brands, we also establish and enfakes r
and standards surrounding the use of our paymedtsyatem. Cardholder and merchant relationshipsremnaged principally by our
customers. Accordingly, we do not issue cards,rekteedit to cardholders, determine the interdstsréif applicable) or other fees charged to
cardholders by issuers, or establish the merchiaobuant charged by acquirers in connection withabeeptance of cards that carry our brands.

Our financial results during the three and six rhergnded June 30, 2008 were significantly impaljethe legal environment in which
we operate our business. During the second quartesgettled a lawsuit (the “American Express Settlst”) with American Express Company
(“American Express”) which resulted in a pre-tavade of $1.649 billion. Accordingly, we recordedet loss of $747 million, or $5.74 per
diluted share, and $300 million, or $2.29 per @itlshare, for the three and six months ended Jur2088, respectively, versus net income of
$252 million, or $1.85 per diluted share, and $48llion, or $3.42 per diluted share, in the comfegeriods in 2007. As of June 30, 2008,
our liquidity and capital positions remained stravith $2.5 billion in cash, cash equivalents andent available-for-sale securities, and $2.0
billion in stockholders’ equity.

We achieved net revenue growth of 25.0% and 27@9%hE three and six months ended June 30, 2088ectvely, primarily due to
increased transactions and volumes. Foreign curidunctuation of the euro and Brazilian real agathe U.S. dollar accounted for 5.4 and 5.2
percentage points of our net revenue growth fothhee and six months ended June 30, 2008, respbctversus the comparable periods in
2007. Pricing increases accounted for approximdigdgrcentage points of our net revenue growttaghef the three and six month periods
ended June 30, 2008, respectively, versus the aatlggperiods in 2007.

Our operating expenses increased 240.6% and 136r7te three and six months ended June 30, 2@88¢ctively, versus the
comparable periods in 2007. Excluding the impaditigiation settlements identified in the tablelued in “—Operating Expenses”, our
operating expenses increased 14.6% and 12.9% thitbe and six months ended June 30, 2008, resphgtversus the comparable periods in
2007, of which 4.5 and 3.9 percentage points, sy, were due to the foreign currency fluctoatof the euro and Brazilian real against the
U.S. dollar. See “—Impact of Foreign Currency Rates

Other income in the six months ended June 30, 2098ded realized gains of approximately $86 millfor the sale of the remaining
shares of our available-for-sale security, Rede&afd, and $75 million related to the terminatidracustomer business agreement. See “—
Other Income (Expense)”.

We believe the trend within the global paymentsustdy from paper-based forms of payment, such sis aad checks, toward electronic
forms of payment, such as cards, creates signtfmaportunities for the continued growth of our ip@ss. Our strategy is to continue our
growth by further penetrating our existing custotnase and by expanding our role in targeted gebgga@mnd higher-growth segments of the
global payments industry (such as premium/affl@mt contactless cards, commercial payments and) dehancing our merchant
relationships, growing acceptance and continuiniguest in our brands. We also intend to pursuesimental payment processing opportun
throughout the world. We are committed to providiuy customers with coordinated services througggirated, dedicated account teams in a
manner that allows us to capitalize on our expeitigpayment programs, marketing, product develogmechnology, processing, consulting
and information services. By investing in strongtomer relationships over the long-term, we belignat we can increase our volume of
business with customers over time.
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Financial Results

Percent Percent
Three Months Increase Six Months Increase
Ended June 30, (Decrease Ended June 30, (Decrease
(In millions, except per share, percent and GDV amunts)
2008 vs, 2008 vs.
2008 2007 2007 2008 2007 2007
Net operations fee $ 93¢ $ 72¢ 28.1% $ 1,79¢ $1,38: 30.(%
Net assessmen 30¢ 26€ 14.9% 632 53C 19.2%
Total revenues, nt 1,247 997 25.(% 2,42¢ 1,912 27.(%
General and administrati 49¢ 432 15.7% 941 83C 13.2%
Advertising and marketin 303 26¢ 13.(% 502 447 12.2%
Litigation settlement 1,64¢ 3 *x 1,64¢ 3 *x
Depreciation and amortizatic 28 25 11.7% 53 49 8.1%
Total operating expens 2,48( 72¢ 240.€% 3,14¢ 1,32¢ 136.7%
Operating income (los (1,239 26¢ (558.9% (718) 583 (223.)%
Total other income, n¢ 10 117 (91.9% 183 13¢ 31.2%
Income (loss) before income tax expe (1,229 38¢ (416.6% (535) 722 (174.0%
Income tax expense (benel (477) 134 (455.6% (23%) 25E (192.7)%
Net income (loss $ (747 $ 25z (396.0% $ (300) $ 467 (164.9%
Net income (loss) per share (bas $ (.79 $1.8¢ (408.0% $ (2.29 $ 3.44 (166.6%
Weighted average shares outstanding (b 13C 13€ (4.9% 131 13€ (3.9%
Net income (loss) per share (dilute $ (5.7 $ 1.8 (410.9% $ (2.29 $ 342 (167.0%
Weighted average shares outstanding (dilu 13C 137 (4.9% 131 137 (4.9%
Effective income tax rat 39.(% 34.71% *x 43.9% 35.2% o
Gross dollar volume on a U.S. dollar converted 5@
billions) $ 65E $ 554 18.2% $ 1,26« $1,062 19.(%
14.€%

Processed transactiohs 5,221 4,59¢ 13.€% 10,08¢ 8,80¢

*
*%
1
2

Note that the figures in the preceding table maysom due to roundin
Percentage change calculation not meanin

MasterCard branded card volume only.

MasterCard, Maestro and Cirrus branded transactions
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Impact of Foreign Currency Rates

Our operations are impacted by changes in foraigrency exchange rates. In most regions exceptdeusad Brazil, assessments are
calculated based on local currency volume conveaedlS. dollar volume using average exchange fatethe related assessment period. In
Europe, the local currency volumes are convertetigcuro. In Brazil, the local currency is thel régsessment revenues are calculated in
Europe and Brazil based on the euro and real, cdsply. As a result, assessment revenues are tegpdy the overall strengthening or
weakening of the U.S. dollar, euro, or real comgdcethe foreign currencies of the related locduxtes in each period. In the three and six
months ended June 30, 2008, the U.S. dollar weakamevidenced by a 18.2% and 19.0% increase,atdgglg, in gross dollar volume
(“GDV") on a U.S. dollar converted basis versusdlozurrency GDV growth of 12.8% and 13.4%, respetyi from the same periods in the
prior year.

We are especially impacted by the movements oéthie and the Brazilian real relative to the U.Slagisince the functional currency of
MasterCard Europe, our principal European operauiggidiary, is the euro, and the functional curyesf our Brazilian subsidiary is the
Brazilian real. The strengthening or devaluatiothef U.S. dollar against the euro and Braziliah irepacts the translation of our European
Brazilian subsidiaries’ operating results into th&. dollar.

Revenues

We generate revenues from the fees that we chamgeustomers for providing transaction processimg @her payment-related services
(operations fees) and by charging assessments tustomers based on the GDV of activity on thelsdinat carry our brands (assessments).
GDV includes the aggregated dollar amount of ugpgechases, cash disbursements, balance transféavenience checks) on MasterCard-
branded cards. Our pricing for transactions andiges is complex. Each category of revenue has numsedee components depending on the
types of transactions or services provided. Weesg\wour pricing and implement pricing changes owiagoing basis. In addition, standard
pricing varies among our regional businesses, aold pricing can be customized further for our costos through incentive and rebate
agreements. Our revenues are based upon transdétifirmation accumulated by our systems or regablty our customers. We earned
approximately 75.2% and 73.9% of our net reventas het operations fees in the three and six maertded June 30, 2008, respectively,
versus 73.1% and 72.3% in the comparable perio@807. From net assessments, we earned approxyn2t@% and 26.1% of our net
revenues in the three and six months ended Juri2088, respectively, versus 26.9% and 27.7% irctimeparable periods, respectively, in
2007. Our revenue growth was moderated by a $5Bmibr 16.9%, and $98 million, or 16.8%, incre&seebates and incentives to our
customers and merchants in the three and six menithsd June 30, 2008, respectively.

Operations fees are transaction-based and are@lsme-based and are charged for facilitating tleeg@ssing and acceptance of payment
transactions and information management amongusiomers. MasterCard’s system for transaction gging involves four participants in
addition to us: issuers (the cardholders’ bankgjuaers (the merchants’ banks), merchants anchoéddrs. Operations fees are charged to
issuers, acquirers or their delegated processotsdafitsaction processing services, specific programpromote MasterCard-branded card
acceptance and additional services to assist aioers in managing their businesses. The significamponents of operations fees are as
follows:

» Authorization occurs when a merchant requests appfor a cardholdes transaction. We charge a fee for routing theaightion fo
approval to or from the issuer or, in certain ansances, such as when the issuer’s systems arailate, for approval by us or
others on behalf of the issuer in accordance vghigsuer’s instructions. Our rules, which varyoasrregions, establish the
circumstances under which merchants and acquiress seek authorization of transactions. Thesedeegrimarily paid by issuer

» Settlement refers to the process in which we deétexitine amounts due between issuers and acquinepsiyment transactions and
associated fees. First, we clear a transactiondmgterring the financial transaction details amimsgers, acquirers or their designated
third-party processors. Then we settle or exchaingeelated funds among the issuers and acquiesharge a fee for these
settlement and clearing services. These fees amauply paid by issuers

» Switch fees are charges for the use of the MastdrBabit Switch (the “MDS”), our debit processingseem. The MDS transmits
financial messages between acquirers and issuérgramides transaction and statistical reportingd performs settlement between
customers and other debit transaction processitvgonies. These fees are primarily paid by issu
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» Currency conversion and cr-border are volun-based revenues. Cr-border volumes are generated by transactions inhwthie
cardholder and merchant geography are differentpseess transactions denominated in more tharcdg6ncies through our global
system, providing cardholders with the ability tdize, and merchants to accept, MasterCard cactssa multiple country borders. \
charge issuers and acquirers for all cross-bordemves. In January 2008, we increased the chargeduwirers for cross-border
volumes. We can also perform currency conversiovices by processing transactions in a merchaotallcurrency and converting
the amount to the currency of the issuer, whoiin tnay add foreign exchange charges and postdhsdction on the cardholder’s
statement in their own home currency. We chargeeissfor performing currency conversit

» Acceptance development fees are charged to isbasesi on components of GDV and supportfocus on developing merche
relationships and promoting acceptance at the pdiséle. These fees are primarily -based

» Warning bulletin fees are charged to issuers andiegrs for listing invalid or fraudulent accoutisher electronically or in paper for
and for distributing this listing to merchan

» Connectivity fees are charged to issuers and aaguior network access, equipment, and the trasgni®f authorization and
settlement messages. These fees are based onuheevaf information being transmitted through ane humber of connections to «
systems

» Consulting and research fees are primarily genétageMasterCard Advisors, our professional advisewgvices group. We provide a
wide range of consulting and research servicescadsd with our customers’ payment activities amagpams. Research includes
revenues from subscription-based services, acogsseéarch inquiry, and peer networking serviceegged by our independent
financial and payments industry research group.dé/aeot 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. Cardholder sesvice benefits provided with MasterCard-brandedscauch as insurance,
telecommunications assistance for lost cards aratitty automated teller machin

Assessments that are based on quarterly GDV a@matst! utilizing aggregate transaction informato projected customer
performance. From time to time, the Company mayéhice assessments for specific purposes suchrastdavelopment programs.

Our gross revenues from operations fees and assetsiary and are dependent on the nature ofdahedctions and GDV generated
from those transactions. The combination of thevpfaihg transaction characteristics for operatiogessfdetermines the pricing:
. Domestic or cros-border
. Credit, online debit (PI-based), offline debit (signati-based
. Tiered pricing with rates decreasing as customemstimcremental volume/transaction hurc
. Geographic region or count

In addition to the factors above, assessment femgralso considers retail purchases or cash wathdls.

We process most of the cross-border transactidng iasterCard, Maestro and Cirrus-branded cardgpancess the majority of
MasterCard-branded domestic transactions in théedr8tates, United Kingdom, Canada, Brazil and raliat Cross-border transactions
generate greater revenue than domestic transactient higher operations fees for settlement,aightion and switch, and are also subjec
cross-border fees. In addition, higher operati@es fare charged on signature transactions thamedandinsactions.
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Gross revenues grew 23.1% and 24.6% in the th@siamonths ended June 30, 2008, respectivelgugehe comparable periods in
2007. Revenue growth was the result of increasetséictions and GDV, as well as price increasesamdncy fluctuation. Our overall rever
growth is being moderated by the demand from osatosuners for better pricing arrangements and greabstes and incentives. Accordingly,
we have entered into business agreements withitedatomers and merchants to provide GDV and gibeformance-based support
incentives. The rebates and incentives are catmlilan a monthly basis based upon estimated perfmenand the terms of the related business
agreements. Rebates and incentives are recordetkdsiction of gross revenue in the same periddoiformance occurs. The continued
consolidation of our customers and the growinguiefice of merchants have led to enhanced compeitititthe global payments industry and
demand for better pricing arrangements.

Rebates and incentives as a percentage of grossues were approximately 22.7% and 21.9% for treethnd six months ended
June 30, 2008, respectively, versus 23.9% and 284%e comparable periods in 2007. During the¢hand six months ended June 30, 2008,
MasterCard reduced estimates of rebates and inesrftir certain customers that did not or are rpeeted to achieve contractual performa
hurdles. These reductions in estimated rebatesnaedtives decreased rebates and incentives asenpgge of gross revenues.

Business Environment

Regulatory actions, litigation, the challenging momic environment and any resulting impact on ¢résk and/or consumer spending are
impacting our results from operations. In additiommpetition, consolidation within the banking isthy and the growing influence of
customers and merchants could reduce overall regeand have an adverse impact on our businesteBeéA — Risk Factors, in the
Company’s Annual Report on Form 10-K for the yeadlerl December 31, 2007 and Item 1A — Risk FacitoRart 1l of this Form 10-Q for
these and other risks facing our business.

Our business performance is dependent on the egommwironment in the countries that we operatehia,financial health of our
customers and consumers’ spending behaviors. Diaglelvn in a number of economies in the world asihg prices have impacted our
customers and consumers’ spending behaviors anctardinue to impact a variety of specific factdrattdrive our business performance,
including:

. Volumes may grow at a lower rate or could decl
. Number of processed transactions could declineaw @it a lower rate
. Customers may decrease spending for optional arerd service:

. Estimates of our revenues, rebates and incentrecless easily predicted due to increased uncéytaird volatility in the performance
our customer’ businesses

Our net revenues are impacted by these driveraetudl results could differ from our estimates. @wenues are particularly dependent
on cross-border purchase volumes and transactibithware influenced by international travel patsedm the past, international travel patterns
have been impacted by the strengthening or weaggaiiforeign currencies or the impact of specifiets, such as terrorist attacks. Travel
patterns can also be influenced by a declining e inflation and business environment.

The U.S. economy is experiencing a slowdown. O&. ldustomers’ businesses are being impacted bygekan consumer behavior,
including increased delinquencies. U.S. processetsactions and volume growth rate are slowingugecemparable historical periods. Cer
non-U.S. economies are experiencing similar trendg/ever, other emerging market economies contio@xperience strong growth.

The U.S. remains our largest geographic marketthaseevenues. Revenue generated in the UnitedsStats approximately 47.5% and
48.9% of total revenues in the three and six moettted June 30, 2008, respectively, versus 51.86213% in the comparable periods in
2007. Some non-U.S. revenues grew at a fastethateU.S. revenues in the three and six monthscehatee 30, 2008 versus the comparable
periods in 2007. The weakening of the dollar has ahpacted these percentages. The growth wagaeoiffisally related to any one region in
which we do business.
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Operations Fees

Dollar Percent Dollar Percent
Three Months Increase Increase Six Months Increase Increase
Ended June 30, (Decrease (Decrease Ended June 30, (Decrease (Decrease
2008 vs. 2008 vs. 2008 vs. 2008 vs.
2008 2007 2007 2007 2008 2007 2007 2007
(In millions, except percentages
Authorization, settlement and swit $ 40¢ $33¢ $ 70 20.6% $ 78¢ $ 64 $ 14Z 22.2%
Currency conversion and cr-border 28¢ 20¢ 81 38.% 557 394 163 41.4%
Acceptance development fe 77 66 11 16.7% 14¢ 124 25 20.2%
Warning bulletin fee: 19 19 — — 37 37 — —
Connectivity 29 24 5 20.&% 55 47 8 17.(%
Consulting and research fe 22 18 4 22.2% 39 35 4 11.4%
Other operations fee 184 133 51 38.2% 347 25( 97 38.8%
Gross operations fe: 1,02¢ 807 222 27.5% 1,972 1,53 44C 28.1%
Rebate: (91)  (79) (13) 16.7%  (17€) (150 (26) 17.%%
Net operations fee $ 938 $72¢ $ 20¢ 28.7% $1,79¢ $138. $ 414 30.(%

Authorization, settlement and switch revenues iaseel primarily due to increases in the numberasfsactions processed through our
systems of 13.6% and 14.6% in the three and siximsended June 30, 2008 versus the comparabledpen@007. During the six
months ended June 30, 2008, approximately 1 pexgengoint of the percentage increase in revenuattisutable to higher
utilization and pricing increases for stand-in auiation services. Stand-in occurs when the issygimary authorization routing
options fail and MasterCard approves the requastsebalf of the issuer based on gefined issuer parameters. In addition, $6 mil
and $15 million of the increase in the three amdsdnths ended June 30, 2008, respectively, wasodnet foreign exchange gains
relating to exchange rate volatility on settlemactivities.

Currency conversion and cross-border revenuesdserkdue to increases in cragsder volumes of 18.9% and 20.4% in the three
six months ended June 30, 2008, respectively, coedda 17.5% and 18.5% in the three and six moarticked June 30, 2007,
respectively. We refined our methodology to caltilzross-border volume growth rates primarily bgrgding the definition of cross
border volumes from volumes where the issuer cguarid acquirer country are different to volumes rghte issuer country and
merchant country are different. Prior period grovetes have been restated to be consistent wittethiged methodology. In addition,
a price increase on acquiring cross-border volumetemented in January 2008 accounted for appraeiyn20 percentage points of
the percentage increases in each of the threebantbsiths periods ended June 30, 2008 versus th@amble periods in 200

Acceptance development fees in the three and siktim@ended June 30, 2008 increased versus the calipaeriods in 200
primarily due to increased volumes and the implesatén of a new fee in April 2007. The new fee agued for approximately 5
percentage points of the percentage increase isixtraonths ended June 30, 2008 from the compaysgsled in 2007

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

Connectivity revenues in the three and six montiteed June 30, 2008 increased versus the comparatidels in 2007 primarily due
to increased data volume

Consulting and research fees increased in the tmdeix months ended June 30, 2008 versus thearaivp periods in 2007. Our
business agreements with certain customers indadsulting services as an incentive. Consultingises provided to customers as a
result of incentive agreements were 53.8% and 5bBé6nsulting and research fees in the three anchaenths ended June 30, 2008,
respectively, versus 38.2% and 36.7%, respectiuelihe comparable periods in 20t

Other operations fees represent various revenearss, including cardholder services, compliancepamalty fees, holograms,
account and transaction enhancement services, andais and publications. In the three and six nwattded June 30, 2008 versus
the comparable periods in 2007, no increase incamyponent of other operations fees was materiagrdhan the following

. Implementation of a new account enhancement progmahe second quarter of 2007 resulted in increa$&13 million ani
$26 million for the three and six months ended BMe2008, respectively, versus the comparablegsiin 2007. The
program enables issuers to more closely align ¢be@mics of reward programs with cardholder vaileuding card
customization and feature
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. Pricing for retail purchases in the U.S. by -U.S. cardholders increased in January 2008. Tlig pncrease, coupled wi
an increase in retail purchase volumes, resulteevienue increases of $12 million and $25 millionthe three and six
months ended June 30, 2008, respectively, versusaimparable periods in 20(

» Rebates relating to operations fees are primagagel on transactions and volumes and, accordimghgase as these variables
increase. Rebates have been increasing due to atmeficustomer agreements, ongoing consolidati@uocustomers and the impact
of restructured pricing. Rebates as a percentageost operations fees were 8.8% and 8.9% in tiee thind six months ended June
2008, respectively, versus 9.7% and 9.8% in thepawable periods in 2007. During the three and sxtims ended June 30, 2008,
MasterCard reduced estimates of rebates for ceststomers that did not or are not expected toeaehitontractual performance
hurdles. These reductions in estimated rebategdsed rebates as a percentage of gross operages:

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

Dollar Percent Dollar Percent

Three Months Increase Increase Six Months Increase Increase

Ended June 30, (Decrease (Decrease Ended June 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 $583 $50: $ 8C 15.%% $1,137 $962 $ 174 18.1%
Rebates and incentiwv (275) (235) (40) 17.(% (505) (439 (72) 16.€%
Net assessmen $306 $266 $ 40 14.9% $ 632 $53C $ 102 19.72%

Gross assessments grew versus the comparable 9et1idd07 partially due to GDV growth of 12.8% ar&14% in the three and six
months ended June 30, 2008, respectively, whenuregh local currency terms, and 18.2% and 19.@8pectively, when measured on a |
dollar converted basis. Assessment revenues ai@ciegh by the overall strengthening or weakenindpefJ.S. dollar, euro or real compared to
the foreign currencies of the related local volunimesach period. Gross assessments also grew waesgsmparable periods in 2007 due to an
increase in assessable volumes for market develupgonegrams in specific countries within Europe.

Rebates and incentives are primarily based on Glt\fay also contain components for the issuancewfcards, launch of new
programs or the execution of marketing programe fEfbates and incentives are recorded as a redudtgross revenue in the same period
that performance occurs. Rebates and incentivagpascentage of gross assessments were 47.2% &% #the three and six months ended
June 30, 2008, respectively, versus 46.7% and 45@8pectively, for the comparable periods in 2@Tring the three and six months ended
June 30, 2008, MasterCard reduced estimates dfeebad incentives for certain customers that dicbnare not expected to achieve
contractual performance hurdles. These reductioestimated rebates and incentives partially offseincrease in rebates and incentives as a
percentage of gross assessments. However, non-@Hytmance-based rebates and incentives vary depead the agreement terms and the
timing of our customers’ performance. Accordingyr rebates and incentives for non-GDV performanetrics, such as the issuance of new
cards, the launch of new programs or the executionarketing programs, impact the relationship leetwgross assessments and net
assessments.
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Operating Expenses

Our operating expenses are comprised primarilyeokgal and administrative, advertising and marketitigation settlements and
depreciation and amortization expenses. In eatheothree and six month periods ended June 30, 208& was an increase in operating
expenses of approximately $1.8 billion versus th@garable periods in 2007. This increase is prigdrtie to the American Express
Settlement, which settled the U.S. federal antitlitigation between MasterCard and American Expr@he following table compares and
reconciles operating expenses, excluding litigasettiements (“Special Items”), which is a non-GA#kRncial measure, to the operating
expenses including litigation settlements, whicthis most directly comparable GAAP measure andvallimr a more meaningful comparison
between periods. Management believes this anatyaisbe helpful in evaluating ongoing operating egss.

General and administrati\
Advertising and marketin
Litigation settlement
Depreciation and amortizatic

Total operating expens:

Total operating expenses as a percentage of tet
revenue:

General and administrati\
Advertising and marketin
Litigation settlement
Depreciation and amortizatic

Total operating expens

Total operating expenses as a percentage of tet
revenue:

Three Months Ended
June 30, 2008

Three Months Ended
June 30, 2007

Percent
Increase
. (Decrease Percent
Specia Increase
Special As As (Decrease)
Actual ltems  Adjusted Actual ltems  Adjusted Actual As Adjusted
(In millions, except percentages)
$ 49¢ $ — $ 49¢ $ 432 $— 432 15.7% 15.7%
30z — 30z 26¢ — 26¢& 13.(% 13.(%
1,64¢ 1,64¢ — 3 3 — ** —
28 — 28 25 — 25 11.7% 11.7%
$2,48( $164¢ $ 83C $ 728 $ 3 $ 72¢ 240.6% 14.€%
198.¢% 66.€% 73.(% 72.1%
Six Months Ended Six Months Ended
June 30, 2008 June 30, 2007
Percent
Increase
. (Decrease Percent
Specia Increase
Special As As (Decrease)
Actual Items  Adjusted Actual Items  Adjusted Actual As Adjusted
(In millions, except percentages)
$ 941 $ — $ 941 $ 83 $— $ 83 13.4% 13.4%
50z — 50z 447 — 447 12.8% 12.4%
1,64¢ 1,64¢ — 3 3 — ** —
53 — 53 49 — 49 8.1% 8.1%
$3,14¢  $1,64¢ $1,497 $132¢ $ 3 $1,32¢ 136.1% 12.%%
129.5% 61.€% 69.5% 69.2%

* Note that the figures in the preceding tables nmatysom due to roundini

**  Percentage change calculation not meanin
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General and Administrative

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

Dollar Percent Dollar Percent
Three Months Increase Increase Six Months Increase Increase
Ended June 30, (Decrease (Decrease Ended June 30, (Decrease (Decrease
(In millions, except percentages
2008 vs, 2008 vs. 2008 vs, 2008 vs.
2008 2007 2007 2007 2008 2007 2007 2007
Personne $341 $281 $ 60 21.0% $644 $534 $ 11C 20.€%
Professional fee 56 53 3 5.7% 10¢ 10¢€ 2 1.%
Telecommunication 20 17 3 17.€% 40 34 6 17.€%
Data processin 18 16 2 12.%5% 35 3C 5 16.7%
Travel and entertainme 29 30 (D) (3.9% 54 56 2 (3.60%
Other 35 35 — — 60 70 (10) (14.9%
General and administrative expen $49¢ $432 $ 67 157% $941 $83C $ 111 13.2%

» Personnel expense increased in the three and sithmended June 30, 2008 primarily due to highstscior new personnel, includil
compensation, benefits, payroll taxes, and inciiepaseformance incentive accruals. In addition, meiired greater severance costs
during the three and six months ended June 30, 20880 cost reductions and the realignment ohgegersonnel to better enable us
to execute our strategic objectiv

» 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 infrastructsreell as our othe
telecommunication needs. These expenses vary witinéss volume growth, system upgrades and u

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

» Travel and entertainment expenses are incurredapitinfor travel to customer and regional meetir

» Other includes rental expense for our facilitiesefgn exchange transaction gains and losses &ed wiiscellaneous administrative
expenses. The decrease for the six months ended3®y12008 is primarily driven by favorable fludiieas in foreign exchange rate

Advertising and Marketing

Our approach to advertising and marketing actiwibembines advertising, sponsorships, promotionstactive media and public
relations as part of an integrated program desigmétncrease MasterCard brand awareness/prefeesnitasage of MasterCard cards. Also
included within advertising and marketing are cestsociated with offering cardholder benefits, saslnsurance and travel assistance, for
certain programs. Advertising and marketing expsmsereased $35 million and $56 million, or 13.086142.4%, in the three and six months
ended June 30, 2008, respectively, versus the aatlegperiods in 2007. Approximately 6.6 and 5.&cprtage points of the increase for the
three and six months ended June 30, 2008, resplgtivas related to the impact of foreign currefiagtuation of the euro and Brazilian rea
the U.S. dollar. In addition, in 2008 the timingagfrtain advertising and marketing expenses vatigdto their relationship to specific
sponsorships or promotions. We intend to contiougpbnsor diverse events aimed at multiple targgieaces.

Our brands, principally MasterCard, are valuabiatsgic assets that drive card acceptance and asagcilitate our ability to
successfully introduce new service offerings armkas new markets. Our marketing initiatives comitaisupport our customer-focused
strategy. We are committed to maintaining and ecingnour brands and image through advertising aacketing efforts on a global scale. We
will continue to invest in marketing programs &t tiegional and local levels.
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Litigation Settlements

On June 24, 2008, MasterCard entered into the AvaerExpress Settlement which ends all existingdtton between American Express
and MasterCard. Under the terms of the Americarr&sgSettlement, beginning on September 15, 20@8taviCard will pay American
Express up to $150 million each quarter for 12 tprar payable in cash on the"8ay of the last month of each quarter, for a marmu
amount of $1.8 billion. The charge is based on Bl&rd's assumption that American Express will eedicertain financial performance
hurdles. The quarterly payments will be in an ant@gual to 15% of American Expredshited States Global Network Services billings dg
the quarter, up to a maximum of $150 million peader. If, however, the payment for any quartdess than $150 million, the maximum
payment for subsequent quarters will be increagatid difference between $150 million and the lesseount that was paid in any quarter in
which there was a shortfall. MasterCard recordedpifesent value of $1.8 billion, at a 5.75% disdaate, or $1.649 billion during the three
and six months ended June 30, 2008. See Notethe Bonsolidated Financial Statements includedhitt Ffor additional discussion.

We are also a party to a number of other litigatiddased upon Statement of Financial Accountingd&teds No. 5, “Accounting for
Contingencies”, we recorded reserves for certathede other litigations in prior periods. Totabllities for litigation settlements changed
from December 31, 2007, as follows:

Balance as of December 31, 2( $ 404
Provision for American Express Settlement (Note 1,64¢
Interest accretion on U.S. merchant law 16
Balance as of June 30, 20 $2,06¢

Other Income (Expense)
Other income (expense) is comprised primarily @EBiment income, interest expense and other in¢erpense).

Investment income decreased $11 million and inee&68 million in the three and six months endete R0, 2008, respectively, versus
the comparable periods in 2007. The quarterly dessrés primarily due to lower interest and dividamzbme as a result of sales of short-term
bond fund investments and Redecard S.A., respégtiVee year-to-date increase is primarily duedalized gains on the sale of the remaining
shares of Redecard S.A. for $86 million, partiaffset by other-than-temporary impairments andizedllosses on short-term bond funds of
approximately $9 million.

Interest expense increased $4 million and $5 milirothe three and six months ended June 30, 288Bectively, versus the comparable
periods in 2007. The quarterly and year-to-dateciases are primarily due to higher interest expasseciated with unrecognized tax benefits.
Interest expense is expected to increase by $4bmi$66 million, $35 million and $6 million in 28, 2009, 2010 and 2011, respectively, due
to the accretion of interest associated with theeAoan Express Settlement.

Other income decreased $92 million and $19 milliothe three and six months ended June 30, 206Bectively, versus the comparable
periods in 2007. The decrease in the three anchgeiths ended June 30, 2008 versus the comparaibelpé 2007 was primarily due to the
recognition in 2007 of a $90 million gain relatedat settlement with the organization that opertiteaVorld Cup soccer events. The decrease
for the six months ended June 30, 2008 was partidfitet by the recognition of a $75 million settient during the first quarter of 2008 related
to the termination of a customer business agreement

Income Taxes

The Company’s effective income tax rates were 3%0%43.9% for the three and six months ended 30n2008, respectively, versus
34.7% and 35.3%, respectively, for the comparabléods in 2007. The increase in the effective e in both periods was primarily due to
the tax benefit related to the charge for the AnaariExpress Settlement. The effect of the chaggeéfiiantly changed the geographic
distribution of pre-tax income (loss) from juristiams with lower tax rates to those with higher tates.

Due to the non-recurring nature of the Americanrégp Settlement, the Company believes that thelesilon of the 2008 effective tax
rate, exclusive of the charge, will be helpful anaring effective tax rates for the three andsdnths ended June 30, 2008 and 2007.
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Non-
GAAP
GAAP Effective
Effective
Non-
GAAP Litigation GAAP Tax
Actual Tax Rate Settlemen’ Adjusted Rate
(In millions, except percentages
Three months ended June 30, 200!
Income (loss) before income tay $(1,227) 39.(% $ 164¢ $ 42¢ 35.2%
Income tax expense (benel (477 627 15C
Net income (loss $ (747) $ 1,02¢ $ 27¢€
Six months ended June 30, 200!
Income (loss) before income tax $ (53 43.9%  $ 1,64¢ $1,11¢ 35.2%
Income tax expense (benel (235 627 392
Net income (loss $ (300 $ 1,02Z $ 722

* Note that the figures in the preceding table maysnm or recalculate due to roundi

Liquidity

We need capital resources and liquidity to fundglabal operations; to provide for credit and sstiént risk; to finance capital
expenditures and any future acquisitions; to serthe payments of principal and interest on oustantding debt; and the settlement of the |
merchant lawsuit and the American Express Settléendg¢rdune 30, 2008 and December 31, 2007, we Baali$llion and $3.0 billion of cash,
cash equivalents and current available-for-salartézs, respectively, to use for our operation® &¥pect that the cash generated from
operations and our borrowing capacity will be stéfint to meet our future operating, working capétadl capital needs and to fund future debt
and litigation settlement obligations. However, bguidity could be negatively impacted by the adeeoutcome of any of the legal or
regulatory proceedings to which we are a party.l&se 1A — Risk Factors of the Company’s Annual &¢pn Form 10-K for the year ended
December 31, 2007 for these and other risks famimdusiness. See also Notes 12 and 17 to the Gdaisol Financial Statements included in
Item 1 for more information.

The decrease in cash, cash equivalents and caweitdble-for-sale securities at June 30, 2008 @epto December 31, 2007, was
impacted by the reclassification of $249 millionaafction rate securities (“ARS”) to long-term awhie-for-sale securities due to failure of the
auction mechanism and a lack of liquidity for the@seestments. The stated maturity of the securii@ges from 10 to 33 years, and the
securities are collateralized by student loans gitarantees, ranging from approximately 95% to @8%rincipal and interest, by the U.S.
government, via the Department of Education. Weetdatermined that the fair value of the ARS no &rapproximates par value and assig
a 10% discount to the par value of the ARS poxfalid recorded a temporary impairment within otwnprehensive income during the six
months ended June 30, 2008. We have the intenlaitity to hold the ARS until recovery of fair vauwhich may be maturity or earlier if
called or liquidity is restored in the market. 3¢mte 4 to the Consolidated Financial Statementsidte] in Item 1 for more information.
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Six Months
Ended June 30,
2008 2007
(in millions)
Cash flow data:
Net cash provided by operating activit $ 548 $ 44¢€
Net cash provided by (used in) investing activi 24¢€ 97)
Net cash used in financing activiti (727) (25)
June 30 December 31
2008 2007
(in millions)
Balance sheet data
Current asset $4,40( $ 4,59
Current liabilities 2,801 2,36:
Long-term liabilities 2,007 86&
Equity 2,04¢ 3,027

Net cash provided by operating activities for thensonths ended June 30, 2008 was primarily dugetaevenues exceeding general and
administrative and advertising and marketing expsnpartially offset by higher tax payments andnpants to customers under business
agreements.

Net cash provided by investing activities for tireraonths ended June 30, 2008 primarily relatesetosales of available-for-sale
securities, including the sale of the remainingiparof our Redecard S.A. shares, ARS and shom-teynd fund investments. Cash provided
by investing activities in 2008 was partially off$y cash used for investments in leasehold anldibgiimprovements to support increased
workforce, data center equipment and capitalizévewe to expand our core functionality, includidgvelopment of a new debit and prepaid
processing platform. We intend to continue to imve®ur infrastructure to support our growing Imesis and strategic initiatives.

Cash used in financing activities for the six maentinded June 30, 2008 related primarily to therdyase of approximately 2.8 million
shares of our Class A common stock through a gieatachase plan and the payment of approximatedyndittion in quarterly dividends to o
stockholders. The share repurchase plan, whicheywasoved in 2007 for an aggregate value of $1.0i6ii was completed during June 2008.
See Note 14 to the Consolidated Financial Statesriealuded in Part | for additional information. €baused in financing activities was also
impacted by the repayment of $80 million relatethi®s Company’s ten-year unsecured, subordinatesbribat matured in June 2008.

As noted above, on June 24, 2008, MasterCard ehiiei@ the American Express Settlement. Undekitsis, beginning on September
2008, MasterCard will pay American Express up t6Gnillion each quarter for 12 quarters, payableash on the 18day of the last month
of each quarter, for a maximum amount of $1.8dnlliSee Notes 12 and 17 to the Consolidated FiabStatements included in Part | for
additional information.

On June 3, 2008, our Board of Directors declargqdaterly cash dividend of $0.15 per share payabl@ugust 11, 2008 to holders of
record on July 11, 2008 of our Class A common stk Class B common stock. The aggregate amouabfejor this dividend is $20
million. The declaration and payment of any futdiedends will be at the sole discretion of our Bbaf Directors after taking into account
various factors, including our financial conditiaettlement guarantees, operating results, aveaitzdgh and anticipated cash needs.

On June 25, 2008, Standard & Poor’s reaffirmedBBB+ long-term and A-2 short-term counterparty déreatings, with a stable
outlook.
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On April 28, 2008, the Company extended its comeditinsecured revolving credit facility, dated ag\pfil 28, 2006 (the “Credit
Facility”), for an additional year. The new expiration datéhef Credit Facility is April 26, 2011. The availadlnding under the Credit Facil
will remain at $2.5 billion through April 27, 20Hhd then decrease to $2.0 billion during the fymalr of the Credit Facility agreement. Other
terms and conditions in the Credit Facility remairthanged. The Company’s option to request thdt kesder under the Credit Facility extend
its commitment was provided pursuant to the origieans of the Credit Facility agreement. MasterdDagas in compliance with the covenants
of the Credit Facility and had no borrowings untier Credit Facility at June 30, 2008 and DecemlieB807, respectively. The majority of
Credit Facility lenders are customers or affiliadésustomers of MasterCard International.

In June 2007, the Company’s stockholders approweghdments to the Company’s certificate of incorporedesigned 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 gatransfer 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 thellillion authorized shares of Class
B common stock were converted into an equal nurab&ass A common stock and subsequently soldamsterred by participating holders
Class B common stock to public investors. See Ndto the Consolidated Financial Statements induddtem 1 for additional information.

Future Obligations

The following table summarizes as of June 30, 2008 obligations that are expected to impact ligyidnd cash flow in future periods.
We believe we will be able to fund these obligasiémrough cash generated from operations and dastirexcash balances.

Payments Due by Perioc

Remaining
Total 2008 2009- 201( 2011- 201: 2013 and Thereafte
(In millions)

Capital leases $ 54 $ 5 $ 8 $ 4 $ 37
Operating leases 124 25 52 19 28
Sponsorship, licensing & othéf 63C 237 272 11z 9
Litigation settlement8 2,307 407 1,40(¢ 50C —
Debt® 17C — 15C 20 —
Total $3,28¢ $ 674 $ 1,88: $ 65 $ 74

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

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

3 Amounts primarily relate to sponsorships with cartarganizations to promote the MasterCard braie dmounts included are fixed
non-cancelable. In addition, these amounts inchrdeunts due in accordance with merchant agreerfaristure marketing, computer
hardware maintenance, software licenses and o¢ineice agreements. Future cash payments that @dthtme due to our customers under
agreements which provide pricing rebates on oundstal fees and other incentives in exchange foe@szd transaction volumes are not
included in the table because the amounts duendedaerminable and contingent until such time afopmance has occurred. MasterCard
has accrued $445 million as of June 30, 2008 :f@teustomer and merchant agreements.

4 We have included our current liability of $13 nlti relating to FASB Interpretation No. 48, “Accomgt for Uncertainty in Income
Taxes” (“FIN 48”). Due to the high degree of unegérty regarding the timing of the non-current FI8llé&bilities, we are unable to make
reasonable estimates of the period of cash settisméth the respective taxing authority.

5 Represents amounts due in accordance with the AareExpress Settlement, U.S. merchant lawsuit #mer &itigation settlements.

6 Debt primarily represents principal owed on ouri&eA Senior Secured Notes due September 2009randrds due for the acquisition
of MasterCard France (see Note 3 to the Consolidaiteancial Statements included in Part I). We &lsee various credit facilities for
which there were no outstanding balances at Jun2@®® that, among other things, would provideitigy in the event of settlement
failures by our members. Our debt obligations wailldnge if one or more of our members failed and@reowed under these credit
facilities to settle on our members’ behalf or édiher reasons.
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Critical Accounting Estimates

Our accounting policies are integral to understagdiur results of operations and financial conditM/e are required to make estimates
and assumptions that affect the reported amourdss#ts and liabilities, and disclosure of contmgesets and liabilities, at the date of the
financial statements, and the reported amountsw@fue and expenses during the reporting periodshaVe established detailed policies and
control procedures to ensure that the methods tosexhke estimates and assumptions are well coadralhd are applied consistently from
period to period. The following is a brief, updat#sscription of our current accounting policiesdlwng significant management judgments.
See Note 1 to the Consolidated Financial Stateniecdlisded in the Company’s Annual Report on ForrrKlfor the year ended December 31,
2007 for more information on the Company’s accaumppolicies.

Financial Statement
Caption/Critical Accounting Effect if Actual Results Differ
Estimate Assumptions/Approach Used from Assumptions

Discount Rate for Litigation Settlemen

We have discounted two litigation settleme We estimate the discount rate use: For the U.S. merchant litigation settlemet
over their respective payment terms. calculate the present value of our obligationsne percent increase in the discount rate
under litigation settlements. The discount ratéeould have increased annual interest
The U.S. merchant litigation settlement was  is a matter of management judgment at the expense in 2007 by approximately $4
discounted at 8% over the ten-year payment tertime of each settlement, which considers oumillion, and declining amounts thereafter.
) ) expected post-settlement credit rating and The reverse impact would be experienced
The American Express Settlement was discounigges for sources of credit that could be useébr a one percent decrease in such discount
at 5.75% over the three-year payment term. o finance the payment of such obligations rate.
with similar terms.
For the American Express Settlement, a one
percent increase in the discount rate would
have decreased the litigation settlement
expense for the three months ended June 30
2008 by approximately $24 million. The
reverse impact would be experienced for a
one percent decrease in such discount
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Item 3. Quantitative and Qualitative Disclosures About MagkRisk

Market risk is the potential for economic lossebédancurred on market risk sensitive instrumentsiray from adverse changes in market
factors such as interest rates, foreign currencha&xge rates and equity price risk. We have limégabsure to market risk from changes in
interest rates, foreign currency exchange ratesgniy price risk. Management establishes andseesr the implementation of policies, which
have been approved by the Company’s Board of Qirscgoverning our funding, investments and usgeoifvative financial instruments. We
monitor risk exposures on an ongoing basis. Thave lbeen no material changes in our market risksxes at June 30, 2008 versus
December 31, 2007.

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

The management of MasterCard Incorporated, incfuttie President and Chief Executive Officer ande€hRinancial Officer, carried o
an evaluation of the Company'’s disclosure contaold procedures (as defined in Rule 15d-15(e) utdeBecurities Exchange Act of 1934, as
amended) as of the end of the period covered ByRbport. Based on that evaluation, the CompgRyesident and Chief Executive Officer
Chief Financial Officer concluded that MasterCarddrporated had effective disclosure controls awdgdures for (i) recording, processing,
summarizing and reporting information that is regdito be disclosed in its reports under the SgeartExchange Act of 1934, as amended,
within the time periods specified in the Securitesl Exchange Commission’s rules and forms aneéifguring that information required to be
disclosed in such reports is accumulated and corioatad to MasterCard Incorporated’s managementjdimy its President and Chief
Executive Officer and Chief Financial Officer, ggeopriate to allow timely decisions regarding thsare.

Changes in Internal Control over Financial Repogtin

In connection with the evaluation by the Compargtsef Executive Officer and Chief Financial Officgfrchanges in internal control
over financial reporting that occurred during thentpany’s last fiscal quarter, no change in the Camgfs internal control over financial
reporting was identified that has materially aféet;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 findniofarmation of MasterCard Incorporated and itbsidiaries for the three and six months
ended June 30, 2008 and 2007, PricewaterhouseGobpRrreported that they have applied limited pohoes in accordance with professional
standards for a review of such information. Howeteeir report dated July 31, 2008 appearing betates that they did not audit and they do
not express an opinion on that unaudited finanofarmation. PricewaterhouseCoopers LLP has natethout any significant or additional
audit tests beyond those which would have beenssacgif their report had not been included. Actagly, the degree of reliance on their
report on such information should be restrictelight of the limited nature of the review proceduspplied. PricewaterhouseCoopers LLP is
not subject to the liability provisions of Sectibh of the Securities Act of 1933 (“the Act”) foretin report on the unaudited consolidated
financial information because that report is nttegoort” or a “part” of a registration statemengepared or certified by PricewaterhouseCoopers
LLP within the meaning of Sections 7 and 11 of Au.

Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders
of MasterCard Incorporated:

We have reviewed the accompanying consolidatechbalaheet of MasterCard Incorporated and its sisvgd (the “Company”as of June 3(
2008, and the related consolidated statementserhitipns and consolidated condensed statementsrgirehensive income for each of the
three and six month periods ended June 30, 2002@0id, and the consolidated statements of castsflomeach of the six month periods
ended June 30, 2008 and 2007, and the consoliditEment of changes in stockholders’ equity ferdix month period ended June 30, 2008.
These interim financial statements are the respditgiof the Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting Oversighaf8lqUnited States). A review of
interim financial information consists principally applying analytical procedures and making ingsiof persons responsible for financial i
accounting matters. It is substantially less inpgctihan an audit conducted in accordance withtdredards of the Public Company Accounting
Oversight Board (United States), the objective bfal is the expression of an opinion regardingfit@ncial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterodifications that should be made to the accaomipg consolidated interim financial
information for them to be in conformity with acating principles generally accepted in the Unitéat& of America.

We previously audited, in accordance with the séagsl of the Public Company Accounting Oversighti@iq@nited States), the consolidated
balance sheet as of December 31, 2007, and thtedalansolidated statements of operations, comps#eincome, of changes in
stockholders’ equity, and of cash flows for thenis@n ended (not presented herein), and in owrtelated February 20, 2008, we expressed
an unqualified opinion on those consolidated firanstatements. In our opinion, the information feeth in the accompanying consolidated
balance sheet as of December, 31, 2007, is fdated in all material respects in relation to tbasolidated balance sheet from which it has
been derived.

PricewaterhouseCoopers LLF
New York, New York
July 31, 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 Financialeditgnts included herein.

Iltem 1A. Risk Factors

The following supplements the Company’s risk facet forth in its Annual Report on Form 10-K foetpear ended December 31, 2007,
entitled “Interchange fees are subject to increggimtense legal and regulatory scrutiny worldwiddich may have a material adverse impact
on our revenue, our prospects for future growth@ndoverall business.” This supplemental inforimaftis with respect to certain U.S.
legislation related to interchange fees, which Hasen the topic of increased congressional andatgy interest. In 2008, legislation
concerning interchange, entitled the “Credit Caait Fee Act of 2008"was introduced in the U.S. House of RepresentattWasluly 16, 200¢
the House Judiciary Committee held a mark up ofebeslation and the Committee ultimately adopteellegislation by a divided vote of 19-
16. At this point, it is not clear whether the Ateégiard Fair Fee Act will be considered by the fduse of Representatives. In its current
iteration, the legislation seeks to regulate iftarge by allowing merchants to collectively seeloteer their interchange costs by exempting
such action from the U.S. antitrust laws. The Qr€dird Fair Fee Act also requires the U.S. DepartrogJustice to oversee collective
merchant negotiations with the Company and itsoeust financial institutions (and separately witls&/iand its customer financial institutions)
and report results of those negotiations backedtts. Congress. Similar legislation to the Cré&ditd Fair Fee Act has been introduced in the
U.S. Senate Judiciary Committee, but there havdeen any hearings on, or further movement of, segislation. Additional interchange
legislation also has been introduced in the Holisethere have been no further developments witheet to such legislation.

ltem 2. Unregistered Sales of Equity Securities and UseéPobceeds

On April 10, 2007, our Board of Directors authodz@e repurchase of up to $500 million of Classofnmon stock in 2007 (the
“Repurchase Program”), which was completed on Gat@B, 2007. On October 29, 2007, our Board of @ies amended the Repurchase
Program to authorize the Company to repurchase@amental $750 million (an aggregate for the erl@epurchase Program of $1.25 billion)
of Class A common stock in open market transactibreugh June 30, 2008. During the second quaft2@@8, MasterCard repurchased a t
of approximately 1.3 million shares, for an aggteg# $355 million and at an average price of $86%er share of Class A common stock.
The Company’s activity during the second quarte2@d8 consisted of open market share repurchaskis anmmarized in the following table:

Total
Number of
Shares
Average Price Purchased a Dollar Value
of Shares that
Paid per Part of may yet be
Total Share Publicly Purchased
Number of (including Announced under the
Shares commission Plans or Plans or
Period Purchased cost) Programs Programs (1)
April 1 - 30 614,27( $ 231.5¢ 614,27( $213,125,57
May 1-31 — $ — — $213,125,57
June 1- 30 _ 702,59 $ 303.3¢ __702,59¢ $ 13t
Total 1,316,861 $ 269.8t 1,316,861

(1) Dollar value for shares that may yet be purchasetuthe Repurchase Program is as of the end qfethed.

The Company completed the Repurchase Program & 2ZQ08.
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ltem 4. Submission of Matters To A Vote of Security Holde

The 2008 annual meeting of stockholders (the “AhMeeting”) of the Company was held on June 3, 2@18ckholders approved each
of the proposals on the agenda for the Annual Mgetihich included the following:

1. Election of three persons to serve on the Coripdpard of Directors as Class A directors (CIAss
2. Election of persons to serve on the Companyijgean Board of Directors (the “European Board”Easopean Board Directors; and

3. Ratification of the appointment of Pricewaterbe@oopers LLP as the Company'’s independent regisfrblic accounting firm for
2008.

Each of these proposals is fully described in tbenany’s proxy statement, dated April 24, 2008 filed with the Securities and
Exchange Commission.

Pursuant to the Company’s certificate of incorporatind bylaws, only holders of the Company’s Clagommon stock were entitled to
vote on proposals 1 and 3 above and only holdetiseo€ompany’s Class M common stock with their gpal operations in the Company’s
European region (“European Class M Stockholdergienentitled to vote, each separately as a clagstaposal 2 above.

Voting Items for Holders of Class A Common Stock
A total of 78,591,966 shares of Class A commonksteere represented in person or by proxy at theuahMeeting.

Proposal —Election of Class A Directors

Each of the nominees listed below were electe@teeson the Board of Directors as a Class A dirg@tass Il) with a term expiring in
2011. The votes “for” and “withheld” with respectéach nominee were as follows:

Class A Director Votes FOR Votes WITHHELD
Bernard S.Y. Fun 78,352,86 239,101
Marc Olivié 78,346,12 245,838
Mark Schwart: 78,352,23 239,736

There were no broker non-votes or abstentions regpect to this proposal.

In addition to the Class A Directors listed aboJgowvere elected at the Annual Meeting, the follgMiersons continue to serve on the
Board of Directors as Class A Directors followitng tAnnual Meeting: Nancy J. Karch (Class 1), Jos&a@o Reyes Lagunes (Class ), Edw
Suning Tian (Class 1), Richard Haythornthwaite &SI#1), David R. Carlucci (Class Ill) and Robert Bklander (Class Ill). In addition, Silvio
Barzi (Class I) and Steven Freiberg (Class lll)toare to serve on the Board of Directors as Clad3itdctors.

Proposal —Ratification of the appointment of Pricewaterhd@sepers LLP as the Company’s independent registeudtic accounting firm
for 2008.

Proposal 3 received 78,318,436 votes “for,” 205,63tes “against” and 67,850 abstentions.
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Voting Item for European Class M Stockholders

A total of 212.318 votes of Class M common stockitiy European Class M Stockholders, representin@®s of the 326.189 votes of
Class M common stock held by European Class M $taders outstanding and entitled to be cast, wepeessented in person or by proxy at
the Annual Meeting.

Proposal —Election of European Board Directors

Each of the nominees listed below were electe@meeson the European Board as a European BoardtDireith a term expiring in
2010. The votes “for” and “withheld” with respectéach nominee were as follows:

European Board Director Votes FOR Votes WITHHELD
Silvio Barzi 206.97E 5.343
Mark Buitenhek 206.51¢ 5.803
Jeal-Marie Carli 206.08¢ 6.230
lain Clink 206.08¢ 6.230
Brendan Alistair Cool 206.08¢ 6.230
Sandor Csany 206.08¢ 6.230
Carlo Enrica 206.137 6.181
Bernd M. Fiesele 197.63¢ 14.679
Michel Lucas 206.08¢ 6.230
Agustin M4quez Dorsc 206.08¢ 6.230
Tito Nocentini 206.08¢ 6.230
Javier Pere 206.35( 5.968
Robert Selande 206.08¢ 6.230
Mehmet Sezgil 206.35( 5.968
Ramon Tellach: 206.08¢ 6.230
Synnove Trygc 206.08¢ 6.230

There were no broker non-votes or abstentions regpect to this proposal.

Subsequent to his election as a European Boar@titeon July 10, 2008, lain Clink resigned frore tBuropean Board and no longer
serves as a European Board Director.

Item 5. Other Information.

On July 25, 2008, the Company, in the ordinary sewf business, issued 31 shares of its Class Mnoonstock to new principal
members of MasterCard International, which wasetffyy the retirement of 21 shares of Class M comsatook due to the terminations of
principal members, pursuant to the amended andteestertificate of incorporation of the Comparhe(tCharter”). In the aggregate, these
issuances of new shares of Class M common stook mere than one percent of the total number ofeshaf Class M common stock
outstanding. Pursuant to Article IV, Section 4.3¢E}he Charter, the Company issues a share oE@lasommon stock upon each principal
member of MasterCard International becoming a merabé executing a license agreement with Master@aednational. The shares of Class
M common stock were issued in reliance upon thengtien from registration contained in Section 4¢2)}he Securities Act of 1933, as
amended, on the basis that the transaction, tbarisg of a share upon the issuance of a licerdaadinvolve any public offering.

On July 29, 2008, MasterCard and Visa eaténto a Judgment Sharing Agreement (the “JSA &mgent”) with respect to the current
litigation with Discover Financial Services, Inth€ “Discover Litigation”) in which the parties ate-defendants. The JSA Agreement provi
for the apportionment of certain costs and lialesitwhich MasterCard and Visa may incur, jointlgléam severally, in the event of an adverse
judgment or settlement in the Discover Litigatidhe JSA Agreement provides that Visa would be resjite for the substantial majority
any judgment or settlement in the Discover Litigatibased primarily on relevant volumes. The JSAeAgent is attached hereto as Exhibit
10.3 and is incorporated herein by reference.

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, therednlp authorized.

Date: July 31, 200

Date: July 31, 2008

Date: July 31, 200

Date: July 31, 200

MASTERCARD INCORPORATEL
(Registrant)

By: /s/ ROBERT W. SELANDER
Robert W. Selande
President and Chief Executive Offic
(Principal Executive Officer

By: /s/ MARTINA HUND-MEJEAN
Martina Hun«-Mejean
Chief Financial Officel
(Principal Financial Officer)

By: /sl TARA A. MAGUIRE
Tara A. Maguire
Corporate Controllet
(Principal Accounting Officer
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EXHIBIT INDEX

Exhibit

Number Exhibit Description

10.1*  Second Amendment to Amended and Restated Custonsimd®ds Agreement, dated June 19, 2008, betweetel@asd Internation:
Incorporated and Bank of America, N.

10.2 Release and Settlement Agreement, dated June @&, BY and among MasterCard Incorporated, MasterCaernationa
Incorporated and American Expre

10.3*  Judgment Sharing Agreement Between MasterCard &aliW the Discover Litigation, dated July 29, 2068 and among
MasterCard Incorporated, MasterCard Internationebiporated, Visa Inc., Visa U.S.A. Inc. and Vietetnational Service
Association.

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

311 Certification of Robert W. Selander, President @hikf Executive Officer, pursuant to Rule -14(a)/15«-14(a), as adopted pursu.
to Section 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Martina Hun-Mejean, Chief Financial Officer, pursuant to RuBz-14(a)/ 15-14(a), as adopted pursuant to Sec
302 of the Sarban-Oxley Act of 2002

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

32.2 Certification of Martina Hund-Mejean, Chief FinaakOfficer, pursuant to 18 U.S.C. Section 1350adspted pursuant to Section

906 of the Sarban-Oxley Act of 2002

The Company has applied for confidential treatnodmtortions of this exhibit. Accordingly, portiotigve been omitted and filed
separately with the U.S. Securities and Exchanger@ission.

51



Exhibit 10.1
Execution Versior

SECOND AMENDMENT
TO AMENDED AND RESTATED CUSTOMER BUSINESS AGREEMENT

This Second Amendment (theSecond Amendment) is made to that certain Amended and Restatedother Business Agreement made as
of December 27, 2006 (as previously amended, thgréement”), by and between MasterCard International Incoaped (together with its
Affiliates, “ MasterCard ") and Bank of America, N.A. (together with its Afates, “BAC ”). Capitalized terms used herein and not otherwise
defined herein shall have the meanings assigntteto in the Agreement. Except as expressly modiferéin, all terms of the Agreement s
remain in full force and effect as stated in thedggnent and, in the event of a conflict betweertehas of this Second Amendment and the
Agreement, the terms of this Second Amendment gloakbrn.

1. MasterCard and BAC hereby agree to amend SecthA 4f the Agreement by deleting the second semrtéimerein in its entirety ar
replacing it with the following

“Notwithstanding the foregoing, the certain obligas and provisions within **** that are explicitlget forth in Exhibits G1 and G2
attached hereto (the “****") shall survive unaltef@nd shall operate in accordance with their tesmyg, for the term of the applicable
agreement or as otherwise stated within such agreein

2. MasterCard and BAC hereby agree to amend ExhibibfGBe Agreement by adding the following two roteghe **** table ****:

*kkk *kkk *kkk

*kkk *kkk *kkk

*kkk



3.  The provisions of this Second Amendment arelheirecorporated by reference into, and constituténgegral part of, the Agreement.
MasterCard and BAC acknowledge and agree that €@lhbe bound and obligated to perform all oféspective obligations under the
Agreement as amended hereby, and that all refeseéndbe Agreement to “the Agreement” shall meadh iaclude the Agreement, as
amended by this Second Amendment. Except as prbVidesin, the Agreement is ratified and reaffirm@dn the terms stated there

IN WITNESS WHEREOF, the parties have entered ihtis Amendment as of the last date written below.

BANK OF AMERICA, N.A.

By: /s/ Anish Shal
Name: Anish Shat
Title:  SVP, Debit Executivi
Date: 6/19/08

MASTERCARD INTERNATIONAL INCORPORATED

By: /s/ Chris McWilton
Name: Chris McWilton
Title:  President, Global Accoun
Date: 6/13/08




Exhibit 10.2

Settlement Communicatio
Subject to Fed. R. Evid. 4C

Release and Settlement Agreement

l. Definitions.

1. “Affiliate” means an entity’s past or currentelit or indirect parents, subsidiaries, affiliaf@®decessors, and successors together witk
their past and current officers, directors, empésyeagents, and attorneys. With respect to Mastdr@sa Affiliates include its members.

2. “American Express” means American Express CompaAmerican Express Travel Related Services Complaiey and their
subsidiaries.

3. “Claim” means any and all manner of claims, dedsaactions, causes of action, suits, damagegjyaiar exemplary damages,
liabilities, judgments, debts, injunctive reliefaicns over, accounts, warranties, liens, attornées, costs or expenses, whether based in
contract law, tort law, equity, statute, regulationotherwise, whether state, federal, or locagwn or unknown, or asserted or unasserted.

4. “Complaint” means the complaint filed in theigdtion on November 15, 2004.

5. “Covered Claim” means any and all known Claifregt tAmerican Express asserted or could have addmmted in whole or in part on
the alleged illegality or tortious or otherwiseianable effect of any MasterCard act, omissioncausrence from the beginning of time throt
the Effective Date, including but not limited toyaaileged future losses, harms, or damages arigdng the existence or operation of the Visa
Rules or the MasterCard Rules through the Effediiage. With respect to Claims arising out of Detl@aAgreements that are currently in
effect, “Covered Claim” includes, without limitatipany Claim for alleged harm or damage arisingoftihe past, present, or future operation
of such an Agreement through and including the d&ies natural expirationi(e., its original date of expiration without regardaioy
extension or renewal of the Agreement that is edténto after the Effective Date). For the avoidan€doubt, except as provided in the
immediately preceding sentence with respect to &sitin Agreements or provided in paragraph 18,ingth this Release and Settlement
Agreement shall limit or affect the ability of Anieain Express to assert any claim subsequent tBffeetive Date for injunctive relief nor lim
or affect the ability of American Express to makg alaim against MasterCard for damages incurreat #ie Effective Date (other than
damages after the Effective Date caused by MastdiC@ompetitive Programs Policy which was repeate2004) and any such Claim is
excluded from the definition of Covered Claim asdigh this Release and Settlement Agreement.

6. “Dedication Agreement” means any agreement batwésa U.S.A. or MasterCard, on the one hand,cacounterparty, on the other
hand, under which the counterparty to the agreemihtVisa U.S.A. or MasterCard receives valuatldasideration in exchange for (i) spend
volume on their Payment Cards on the networks e&\i.S.A. or MasterCard, or (ii) branding a cergdntion or amount of their Payment
Cards as MasterCard or Visa cards.

7. “Effective Date” means the later of the date this Release and Settlement Agreement has bdgmrxiecuted by all parties shown on
the signature lines at the end of t



Settlement Communicatio
Subject to Fed. R. Evid. 4C

Agreement, the date on which the Agreement is aygardy MasterCard Inc.’s Board of Directors, or tlage on which the Agreement is
approved by American Express’s Board of Directors.

8. “Execution Date” means the date that this Releasl Settlement Agreement has been executed Ipatties shown on the signature
lines at the end of this Agreement.

9. “Litigation” means American Express Travel RethServices Co., Inc. v. Visa U.S.A. Inc. et ab, R4-CV-08967 (S.D.N.Y.).
10. “MasterCard” means MasterCard International &mad MasterCard Incorporated.

11. “MasterCard Rules” means (i) MasterCard’s rubggerating regulations, and bylaws, and (ii) MeG&ed’s rules, policies, practices,
Dedication Agreements or other agreements, ancedruoes limiting or restricting the ability of MasgBard members to issue American Exp
Payment Cards, including but not limited to Mastns Competitive Programs Policy.

12. “Payment Cards” means credit cards, debit catdzrge cards, prepaid cards, stored value cemdanercial cards, virtual cards, and
other payment transaction products or devicesydioh those that do not utilize a tangible card).

13. “Visa” means Visa U.S.A. or Visa Inc.

14. “Visa Rules” means (i) Visa U.S.A. and Visaelmtational rules, operating regulations, and bysleand (ii) Visa U.S.A. and Visa
International’s rules, policies, practices, DedimatAgreements or other agreements, and procediorigiig or restricting the ability of Visa
members to issue American Express Payment Caisding but not limited to Visa’'s By-Law 2.10(e).

Il. Total Release of MasterCa
15. American Express hereby totally releases aschdrges MasterCard and its Affiliates from any ath@€overed Claims.

lll.  Payments
16. In consideration for the foregoing releasesstel&Card will pay American Express:

(a) Twelve quarterly payments commencing with tharter ending September 30, 2008, contingent opéhiermance of
American Express’s United States GNS business aifaunt of each quarterly payment will be 15% of Aigen Express’s United
States GNS billings during the quarter up to a mmaxn of $150 million, provided however that if thayment for any quarter is le
than $150 million the maximum payment for a futquarter or quarters shall be increased by therdifige between $150 million
and such lesser amount as was actually paid. Eabidance of doubt, the maximum total amountlof a
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twelve quarterly payments is $1.8 billion, and tinulative amount of quarterly payments made stailht any time exceed $150
million times the number of quarterly payments made

(b) Each quarterly payment provided for in subpeapg (a) above shall be made as follows: (i) a $hllon payment will be
made on the 18day of the third month of the quarter, subjectdpustment the following quarter if the actual payrearned is
less than $150 million; (ii) within 30 days aftéetclose of the quarter, American Express will ffevan email certification to
MasterCard of the amount due for the quarter upeanaximum provided for by subparagraph (a) ab@igif the amount due is
less than $150 million, based on such certificatiomerican Express will repay MasterCard the ddfere within 10 days ( e.ghe
payment for the quarter ending September 30, 200®e&vmade on or before September 15, 2008, stbpeadjustment during the
first 10 days of November 2008).

17. If the amounts required to be paid pursuaparagraph 16 above are not paid as required, AareBxpress will have the option of
commencing an arbitration to collect such paymentieclaring a default of this Release and SettierAgreement. MasterCard will have 30
days from receipt of any notice of default to csueh default by making the required payment. If fde3ard fails to cure any default in the
time provided, American Express, at its sole etegtmay declare this Release and Settlement Agmetemud and void and, upon returning all
settlement payments previously received, Americgor&ss shall be entitled to reassert the CoverathSlagainst MasterCard to the full ex
that such Covered Claims could have been pursutietiabsence of this Release and Settlement Agreeand any statute of limitations
defense arising as a result of this Release antk®ent Agreement or its implementation is waiveadr. the avoidance of doubt, MasterCard
reserves the right to assert all statute of liridteg defenses against Covered Claims that theydiuuawe been able to assert in the absence of
this Release and Settlement Agreement or its imgheation.

IV. Other provisions

18. Neither American Express nor MasterCard hagsent intention to make a Claim against the otey. Claim (including a Claim fc
injunctive relief, damages, or otherwise) asseedither party to this Release and Settlement ément against the other brought within
thirty-six months of the Effective Date, includibgt not limited to any question or dispute arisiram or relating to this Release and
Settlement Agreement, shall be exclusively resolwedinding arbitration pursuant to the rules @ thternational Chamber of Commerce with
Kenneth Feinberg serving as the sole arbitratoy. guth arbitration shall take place in New YorkyGind shall be governed by the law of the
State of New York, without regard to its choicda rules. If Mr. Feinberg is unable to serve asditrator, an alternative will be selected by
the parties’ mutual agreement. If either partydadis that the decision by Mr. Feinberg (or hisrafigve) is without rational basis, such party
will have the right to have that issue decided Ipanel selected pursuant to the rules of the laternal Chamber of Commerce.
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19. This Release and Settlement Agreement is tenided to create, and does not create, any thity baneficiary rights.

20. The parties hereto shall use their best effortsbtain all necessary approvals of the matégiahs of this Release and Settlement
Agreement, and to transmit copies of all such apgdsoto counsel for signatories hereto, within d§slof the Execution Date.

21. This Release and Settlement Agreement shalldtkct on the Effective Date. This Release artleédgent Agreement may be
amended or superseded only by a written agreenuinedecuted by all of the signatories hereto.

22. Within seven days of the Effective Date, Amani&xpress shall cause MasterCard to be voluntisiyissed from the Litigation
without prejudice, except that, upon American Egpigreceipt of the final payment due under thie&se and Settlement Agreement such
dismissal shall have the effect of a dismissal pijudice. Except as provided in Paragraph 17, Wgae Express covenants not to sue
MasterCard or its Affiliates for any Covered Claim.

23. Prior to June 25, 2008, the parties shall notiply disclose the contents of this agreemenepkto the extent necessary to comply
with applicable laws, regulations, court ordersothrer legal obligations and except to advise tharCin the Litigation. After June 25, 2008,
any party may publicly disclose the contents oskxice of this Agreement; provided, however, tlaatigs shall coordinate in order to permit
the simultaneous disclosure of the existence amastef this agreement by American Express and Maatel. In any public statements
regarding the Release and Settlement AgreemehedCdovered Claims, neither party will discuss therita of the Covered Claims, or
disparage the other party. In the event this Agesdror its contents inadvertently becomes pulilie,darties agree to confer immediately
regarding the release of a public communication.

24. The parties recognize that this Release artte®eint Agreement does not affect the need of M@sirel to defend against claims
brought against it by Discover Financial Servid@sS Services, LLC and Discover Bank.

25. Except as provided in paragraph 18, the pattesent to the exclusive jurisdiction of the Uditgtates District Court for the Southt
District of New York to consider the effect of thiRelease and Settlement Agreement, if any, on atigrefor damages or other relief in any
federal antitrust action by American Express ratato the conduct at issue in the Litigation. Wispect to any proceeding in the Southern
District of New York to resolve disputes regardihgs Release and Settlement Agreement, the Pagdie that they will make reasonable
efforts to have it assigned to the Honorable Jiglydara S. Jones. For the avoidance of doubt, tidtainding anything in paragraph 18 ab
any application for the interpretation, modificatjor enforcement of a decree_in United Statesisa WSA Inc., Visa International Corp. and
MasterCard International Inshall be made to the Court entering the decreenatidng in this Release and Settlement Agreemaeait kmit or
affect American Express’s ability to make any sapblication.
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26. Nothing in this Release and Settlement Agreé¢staall be construed as an admission of liabilityMasterCard with respect to any

Covered Claim.

June 24, 2008

MasterCard International In

By: /s/ Robert W. Selander

MasterCard Incorporate

By: /s/ Robert W. Selander

American Expres

By: /s/ David Boies




Exhibit 10.3
SuBJEcTTOFED. R. EVID . 408

JUDGMENT SHARING AGREEMENT BETWEEN
MASTERCARD AND VISA IN THE DISCOVER LITIGATION

This Judgment Sharing Agreement (the “Agreemergtiieen MasterCard and Visa in the Discover Litmais made, as of July 29,
2008 (the “Effective Date”), between Visa Inc. avidsterCard Incorporated (the “Parties,” and eatPaaty”). The Parties seek through this
Agreement to provide for the apportionment of dartasts and liabilities, as described herein, Whiey may incur jointly and/or severally in
the event of an adverse judgment, or settlemese¢tlements, iiscover Financial Services v. Visa U.S.A. InCase No. 04-CV-07844
(S.D.N.Y.) (the “Litigation”). In consideration dfie mutual covenants and agreements containechh#neiParties hereby agree as follows:

Definitions

A. “Affiliate” shall mean any corporation, firm,miited liability company, partnership or other enttiat directly or indirectly Controls or is
Controlled by or is under common Control with ageer, including any such entity that is ControllgdabPerson after the Effective Da

B. “Claim” shall mean any and all manner of claimemands, actions, causes of action, suits, damiagatities, judgments, debts, claims
over, accounts, warranties, liens, costs or exgewbatsoever, whether based in contract law, aavt quity, statute, or regulation that
are known as of the Effective Date. A Claim shall imclude any payments due or other obligationssgwnder contracts or agreements
that do not pertain to the Litigation and which tione to remain in effect after the Effective Dd@laims” shall mean more than one
Claim.

C. “Contro” (including the term*Controls” “Controlled b or “under common Control wi") shall mean ownership, directly or throu
one or more Affiliates, in the case of a corponatiof fifty percent (50%) or more of the shareshaf stock entitled to vote for the election
of directors (or such lesser percentage whichdstximum allowed to be owned by a foreign entitg iparticula
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jurisdiction), or, in the case of any other entftfty percent (50%) or more of the equity intese@tr such lesser percentage which is the
maximum allowed to be owned by a foreign entitwiparticular jurisdiction) and having equal or mooatrol of the board of directors
equivalent governing body of such entity.

D. “Discove” means Discover Financial Services, DFS Services, ld0d Discover Banl

E. “Final Judgment” means that portion of a judgtrfenmonetary relief of any kind, including any andl of compensatory, treble, or other
damages and interest, court costs, attorneys’ fees(penses, entered on Claims in the Litigatip® loourt on the basis of trial, summary
judgment, judgment as a matter of law, or any obiasis, which (a) is immediately enforceable arglria been stayed pending appe:
(b) becomes final after exhaustion of all appealstber judicial review or expiration of the time abtain further judicial review. For
purposes of this Agreement, the Final Judgment bkatalculated prior to offset or reduction on@att of settlement payments by a
party that does not comply with the provisions afggraph 4 of this Agreemel

F. “MasterCard” refers collectively to MasterCarddrnational Incorporated, MasterCard Incorporated;ently doing business as
MasterCard Worldwide, and their Affiliate

G. “MasterCard Member” shall mean a Person authdrizy MasterCard or its Affiliates to be an issoeacquirer of Payment Cards with
any MasterCard brand or any Person otherwise agtirtitt membership under the rules of MasterC

H. “Payment Car¢’ shall mean credit cards, debit cards, charge cprdpaid cards, stored value cards, commerciab¢caidual cards, an
other payment transaction products or devicesydioh those that do not utilize a tangible ca

l. “Persol” shall mean an individual, corporation, partnershipited liability company, estate, trust, commancollective fund
association, private foundation, joint stock companother entity

J.  “Visa" refers collectively to Visa Inc., Visa U.S.A. In¥isa International Service Association, and tidfiliates.
“Visa Europ” shall mean Visa Europe Limited, Visa Europe Sewice., and their Affiliates

L. “Visa Member” shall mean a Person authorized/a or its Affiliates or by Visa Europe to be asuer or acquirer of Payment Cards
with any Visa brand or any Person otherwise addhitbemembership under the rules of Visa or Visaogar

M. “Visa U.S.A” refers to Visa U.S.A. Inc
N. “Visa Internation’ refers to Visa International Service Associati

2
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Agreement

1. Sharing of Final Judgme. Subject to paragraph 4 below, each Party shgltipaportion of any Final Judgment enforced adaing
Party as set forth in this paragra

(&) Visa shall pay thi“Visa Share¢’ which shall equal the sum ¢

(I) *kkk
(") *kkk
(l“) *kkk

(b) MasterCard shall pay tt*MasterCard Shar’ which shall equal the sum ¢

(I) *kkk
(") *kkk
(l”) *kkk

2.  Repayment of Overpaymer. If a Party makes judgment payments to Discovexitess of its share of a Final Judgment as st ifo
paragraph 1 (an “Excess Payment,” and such Part@eerpaying Party”)then the other Party will reimburse the OverpayRagty to th
extent of its Excess Payment. The Overpaying Partght to reimbursement for its Excess Paymenit Beeenforceable in a proceeding
for contribution or indemnity. A Party may make damd for payment pursuant to this paragraph atiamg after making an Excess
Payment. A Party shall pay any proper claim fortdbation, indemnity, or reimbursement under thésggraph within 21 days of
demand

3. Settlemen. In the event the Parties reach a mutually acbémtaggregate settlement with Discover, each Pdudyl pay the portion ¢
any such settlement pursuant to the allocationigealin paragraph 1. Any Party may settle clains®ded against it in the Litigation at
any time at its sole discretio

4.  Relief from Judgment Sharing ObligatioA party that settles claims asserted againattité Litigation shall have no obligation to share
in a Final Judgment pursuant to this Agreementdf anly if the conditions in si-paragraphs (-(c) immediately below are satisfie

(a) *kkk
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(b) Inthe case of a settlement by Vi
(I) *kkk
(") *kkk
(¢) Inthe case of a settlement by MasterC
(I) *kkk
(") *kkk
(d) Any dispute regarding the value of 1-cash consideration paid by a Party as considerétioa settlement shall be resolv
pursuant to the provisions of paragraph

(e) Overturned, Modified, or New Judgmertt (a) a Final Judgment is modified at any tinfiemit becomes a Final Judgment and, as
so modified (the “Modified Judgment”), becomes fiafier exhaustion of all appeals or other judic@aliew or expiration of the
time to obtain further judicial review, or (b) afte Final Judgment is vacated or overturned, afieal Judgment (“New
Judgment”) is subsequently entered, then the giatitigations of each Party shall be recalculatedin the terms of this
Agreement to reflect the Modified Judgment or Nextgnent, as applicabl

5. Repaymen. If Discover receives payment from a Party based olaim asserted in the Litigation and Discogema longer entitled t
some or all of that payment as a result of thenmalevacatur, or modification of a Final Judgmgat “Overpayment”)and if a Party latt
succeeds in recovering the Overpayment in whola part, such recovery (including any interest xewed) shall be taken into account
for purposes of determining the sharing, indemrityd contribution obligations arising under thisrégment. Unless and until an
Overpayment is recovered by a Party, however, treriayment shall be treated as a payment towaedsatisfaction of a Final
Judgment for purposes of this Agreement, provithad the Overpayment was made in satisfaction digbaatisfaction of what was, at
the time the payment was made, a Final Judgmenefased by this Agreemer

6. No Admission of Liability. Nothing contained herein is intended to be, hatlde deemed to be, an admission of any liabititgnyone
or an admission of the existence of facts upon Wwhability could be based other than to the Parpiarsuant to the terms of this
Agreement
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7.

8.

9.

No Thirc-Party Beneficiarie. This Agreement is made and shall be binding ahianre solely to the benefit of the Parties aredrt
respective successors or permitted assigns butwitieeconfers 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 eatteo Party. Subject to the foregoing,
each Party shall require any entity(ies) that, essalt of any merger, purchase of assets, reagton or other transaction, acquires or
succeeds to all or substantially all of the busrsassets of such Party to assume the obligatifosisch Party under this Agreement
pursuant to a binding and effective written assuompagreement, with reasonable advance writtercaati the assumption agreement to
the other Party

Governing Law. This Agreement shall be governed by and inteegr@t accordance with the laws of the State of Data, without
regard to its conflicts of law principles. All Pied hereby agree that this Agreement is consistightpublic policy.

Confidentiality. Each Party has independently determined its &exulaw obligations arising from this Agreemehaking into account
those obligations, the Parties agree that to tkenéxhere is a disclosure of the Agreement, eacty Rvill take reasonable steps to ensure
confidential treatment of paragraphs 1(a)(i)-(ilifh)(i)-(iii), as well as paragraphs 4(a), 4(b){i) and 4(c)(i)-(ii) of the Agreement from
Securities and Exchange Commission or any othay pawhich disclosure is made. Each Party agreegvie the other Party reasonable
notice in the event it decides to take any actiat will disclose paragraphs 1(a)(i)-(iii), 1(b}(i)i), or any part of paragraphs 4(a), 4(b)(i)-
(i) and 4(c)(i)-(ii) of this Agreement, or thatt@rwise is inconsistent with the second sentendei®paragraph 9. Further, the Parties
agree that the terms and conditions of this Agredrsieall remain confidential with the following esqitions: (1) the Parties may disclose
the terms and conditions of this Agreement to thierd such disclosure is required by law or regoifabr any rule or requirement of any
stock exchange, self-regulatory agency (includimgNational Association of Securities Dealers)ating agency; (2) the Parties may
disclose the terms and conditions of this Agreenetite extent such disclosure is required by corder or rule; (3) the Parties may
disclose the terms and conditions of this Agreeneiiie extent such disclosure is necessary t@#nties’ financial and legal advisors
and other third parties that are involved in asseiew, audit, or other due diligence, providedsm®ble precautions are taken to ensure
the continued confidentiality of the informatiorsdiosed; (4) the Parties may disclose the termscanditions of this Agreement to the
extent disclosure is necessary to enforce or convjilythe terms of this Agreement, provided reabtmarecautions are taken to ensure
the continued confidentiality of the informatiorsdiosed; (5) Visa may disclose the terms and cimmditof this Agreement to Visa’s
Members to the extent required to obtain the cansesuch Members required by the Visa rules, pledithat reasonable precautions are
taken to ensure continued confidential treatmerhefinformation disclosed; ar

5
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10.

11.

12.

(6) the Parties may disclose the terms and comditdd this Agreement pursuant to written agreeméttie Parties. Except with regard to
disclosure under exception (3), in the event ofldisure under this paragraph, the disclosing pagt provide reasonable advance
written notice to the other party as soon as prabte. In the event either Party determines thatdistlosure of the terms and conditions
of this Agreement is required by law or regulattrany rule or requirement of any stock exchangi;regulatory agency (including the
National Association of Securities Dealers) omgtagency, the other Party also may disclose tiestand conditions of the Agreement
to the same extent. Further, in the event of d&ale under exception (2), the disclosing party mustide reasonable advance written
notice to the other party as soon as practicaliée edceiving a request or demand for such diseggsand will not make such disclosure
until the other party has been given a reasongigerntunity to oppose or object to such productfeor. the avoidance of any doubt,
nothing herein shall preclude any Party from disicig either (i) that the Visa Share of any Finalghaent or Settlement is larger, based
primarily on relevant volumes, or (ii) that the ®iShare of any Final Judgment or Settlement isthstantial majority, based primarily
on relevant volumes. Further, nothing herein ghatlude any Party from disclosing this Agreemengny provision of this Agreement,
to the extent (a) the Securities and Exchange Casiam or other regulatory authority has deniedqaest for confidential treatment
(provided reasonable efforts are made to persus8ecurities and Exchange Commission or othelasgyy authority, and provided tl
other Party is notified in advance of the pendiisgldsure), or (b) to the extent it has otherwisedme public through no violation of tl
Agreement.

Interpretatior. For purposes of interpretation, this Agreemeatldte deemed to have been drafted by the Padieallg and nc
ambiguity shall be resolved against any Party Ibyigiof their participation in the drafting of thAgreement

Assignability. No Party may assign all or any of its rights bligations under this Agreement without the exprestten consent of the
other Party. This Agreement shall apply to and tivelParties and their respective successorseneist, including any entity succeeding
to or acquiring a controlling interest in any sfigant, wholly-owned business division of a Partyacsignificant portion of the Party’s
assets

Dispute Resolutio.. Resolution of disputes between the Parties slgadlubject to the following dispute resolution maares

(@) All disputes between the Parties concerningrtepretation and enforcement of this Agreeméatide subject to a dispute
resolution format that includes: (i) written notisetting forth a brief description of the claim) é&n opportunity to cure within 30
days of receipt of the notice; and (iii) bindindpiairation in the event that such resolution doesagour within the time frame set
forth above. Such arbitration will
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(b)

(€)

(d)

in accordance with the Center for Public Resou(@@BR”) Rules for Non-Administered Arbitration irffect on the date of this
Agreement. Such arbitration shall be conductedfollows: (i) presumptively, there will be limiteliscovery; (i) presumptively,
there will be a hearing of no more than three @)sj and (iil) presumptively, the binding arbitoatishall be concluded within
twenty (20) business days from the latter of thepletion of discovery or selection of the threeitaalbors, provided that upon good
cause shown, the arbitrators may allow for add#idime not to exceed forty (40) business days fthenlatter of the completion of
discovery or selection of the three arbitrators.

Selection and Number of Arbitratc. A panel of three arbitrators shall conduct tHateation proceeding. The arbitrators shall
selected as follows: (i) the Party initiating thrbitration proceeding shall have absolute discretselect one of the three
arbitrators, provided such selection is proper pams$ to the CPR Rules for Non-Administered Arbitmat within three business
days of the demand for arbitration; (ii) the Paggponding to the arbitration proceeding shall hehv&olute discretion to select one
arbitrator, provided such selection is proper pansio the CPR Rules for Non-Administered Arbitatiwithin five business days
of the selection of the first arbitrator; and (tiile two arbitrators so selected shall jointly setethird arbitrator (the “Neutral”) that
formerly served as a Federal judge or has subataxperience in complex arbitration proceedingsl, ia either case preferably
possesses experience in the electronic paymengtiydwithin five business days of the selectionhaf second arbitrator. If the two
Party arbitrators selected under (i) and (ii) abcarenot agree on a Neutral within the time provjdkd Parties shall each exchange
lists of three qualified candidates and any cartdidppearing on both lists shall be selected abléugral, with this process
continuing up to three times until a candidate appen both lists. If this process does not suceettdthe selection of a Neutral
within an additional five business days, the Parsieall request that the CPR select a Neutral pssgethe above qualificatior

Venue. The Party responding to the arbitration procegdimall have the right to select either San Fraoci€alifornia or Nev
York, New York as the location of the arbitratioropeeding, unless otherwise agreed by the Paftfesarbitrators need not be
located in or near the selected venue so longegsdte willing to travel to the venue to condud #bitration

Applicable Rules The CPR Rules for Non-Administered Arbitratiorablyovern any arbitration proceeding. In the evafrany
conflict or inconsistency between the CPR RulesNion-Administered Arbitration and the provisionstiois Agreement, the
provisions of this Agreement shall gove




SuBJECTTOFED. R. EVID . 408

13. Counterpart. This Agreement may be executed in counterpatts thie same force and effect as if executed incomeplete and origine
document

14. Severability If any paragraph or clause of this Agreemenbisifl to be illegal or invalid or unenforceable &ory reason, it shall be
deemed to be modified to the minimum extent necgdeacure such illegality, invalidity, or unenfe@bility and the remaining
paragraphs and clauses of this Agreement will renmafull force and effect. In the event any Paifgims an invalidated provision was
material to the consideration for this Agreemem, question of materiality and modification of tféending provision shall be subject to
the dispute resolution provision of paragraph 1thisf Agreement

15. Approvals. Each Party affirms for the other Party that nahfer approvals of or votes on this Agreement agglired.

Visa Inc., Visa U.S.A. Inc., and Visa
International Service Associatit

By: /s/ Joshua R. Floui
Joshua R. Flour
General Counsel and Corporate Secre
Visa Inc.
Dated: July 29, 200

MasterCard International Incorporated and MastedtCar
Incorporatec

By: /s/ Noah J. Hani
Noah J. Hanf
General Counsel, Chief Franchise Office
Corporate Secretal
MasterCard Incorporate
Dated: July 29, 200




EXHIBIT 15
July 31, 2008

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

Commissioners:

We are aware that our report dated July 31, 2008uomeview of unaudited interim financial inforrtat of MasterCard Incorporated and its
subsidiaries (the “Company”) for the three andrsbnth periods ended June 30, 2008 and June 30,d@Dihcluded in the Company’s
quarterly report on Form 10-Q for the quarter endieae 30, 2008 is incorporated by reference irCinpany’s Registration Statements on
Form S-8 dated June 30, 2006 (File No. 333-1355X@yust 9, 2006 (File No. 333-136460) and June2087 (File No. 333-143777).

Very truly yours,

PricewaterhouseCoopers LI
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EXHIBIT 31.1

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

I, Robert W. Selander, certify that:
1. | have reviewed this Quarterly Report on ForrfQL6f MasterCard Incorporated;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period

covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(d internal controls over financial report{ag defined in Exchange Act Rules 13a-15

() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financigloming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter that has materiallycéf@, or is reasonably likely to materially affebte registrans internal control ove

financial reporting; an
5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):
a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant
b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: July 31, 200
By: /s/ Robert W. Selander

Robert W. Selande
President and Chief Executive Offic
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EXHIBIT 31.2

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

I, Martina Hund-Mejean, certify that:
1. | have reviewed this Quarterly Report on ForrfQL6f MasterCard Incorporated;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period

covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(d internal controls over financial report{ag defined in Exchange Act Rules 13a-15

() and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financigloming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter that has materiallycéf@, or is reasonably likely to materially affebte registrans internal control ove

financial reporting; an
5. The registrant’s other certifying officer(s) anltlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):
a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant
b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: July 31, 200
By: /s/ Martina Hund-Mejean

Martina Hun«-Mejean
Chief Financial Office
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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 MasterCkncorporated (the “Company”) on Form 10-Q foe fheriod ending June 30, 2008 as
filed with the Securities and Exchange Commissiornhe date hereof (the “Report”), I, Robert W. &eler, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to section 9€&dbarbanes-Oxley Act of 2002, that to the béstyknowledge:

1. The Report fully complies with the requiremeotsection 13 (a) or 15 (d) of the Securities Exg®Act of 1934; and

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

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

July 31, 200¢
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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 MasterCkncorporated (the “Company”) on Form 10-Q foe fheriod ending June 30, 2008 as
filed with the Securities and Exchange Commissinnhe date hereof (the “Report”), I, Martina Hunaj®an, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to section 9€&dbarbanes-Oxley Act of 2002, that to the béstyknowledge:

1. The Report fully complies with the requiremeotsection 13 (a) or 15 (d) of the Securities Exg®Act of 1934; and

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

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

July 31, 200¢
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