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Summary Consolidated Financial and Other Data

All figures throughout this report in U.S. dollars

For the Years
Ended December 31

(in millions except per share and operating data) 2011 2010 2009
Statement of Operations

Revenues, Net $ 6,714 $ 5,539 5,099

General and Administrative 2,196 1,857 1,942

Advertising and Marketing 841 782 756
Provision for Litigation Settlement 770 — —
Depreciation and Amortization 194 148 141

Total Operating Expenses 4,001 2,787 2,839
Operating Income 2,713 2,752 2,260
Total Other Income (Expense) 33 5 42)
Income before Income Taxes 2,746 2,757 2,218
Income Tax Expense 842 910 755
Loss {Income) Attributable to Non-Controlling Interests 2 1 —
Net Income Attributable to MasterCard $ 1,906 $ 1,846 1,463
Basic Earnings per Share $ 14.90 $ 14.10 11.19
Diluted Earnings per Share $ 14.85 $ 14.05 11.16
Balance Sheet Data (at period end)

Cash, Cash Equivalents and

Investment Securities — Current $ 4,949 $ 4,198 2,879
Total Assets 10,693 8,837 7,470
Long-Term Debt — — 22

Obligations Under Litigation Settlements 4 302 870
Equity 5,877 5,216 3,512

Operating Data

Gross Dollar Volume (in billions)’ $ 3,249 $ 2,723 2,463

Processed Transactions (in millions)? 27,265 23,052 22,401

(1) The data for GDV is provided by MasterCard customers and includes information with respect to MasterCard-branded transactions that are
not processed by MasterCard and for which MasterCard does not earn significant revenues. GDV may be revised by MasterCard's customers after
its original submission and these revisions may be material. GDV generated by Maestro and Cirrus cards is not included.

(2) Represents total number of transactions processed by MasterCard.
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Dear Stockholders: On all fronts 2011 was a good year for MasterCard.
We delivered strong financial results, including net revenue and earnings per

share growth, as well as solid operational performance, with annual gross

dollar volume, cross-border volume and processed transaction growth rates
in the mid- to high-teens. These results are especially gratifying considering

how economic uncertainty prevailed throughout the year. Also satisfying is
the fact that we are off to an excellent start against our 2011-2013 long-term

financial performance objectives.

Drivers of Growth

Our business has global reach and has continued to
experience momentum. The components of our growth
can be broken into three primary drivers: trends in
personal consumption expenditure; movement from
paper-based transactions to electronic forms of payment;
and our share of electronic payments. Our emphasis

on these drivers is evident in our accomplishments as
we continue to grow, diversify and build our business.

We're growing our business by making investments in
our product capabilities and business development.
We've secured key deals in the credit, debit, prepaid and

commercial space with Huntington, KeyBank, RBS Citizens,

Sovereign and SunTrust, just to name a few. In Mexico,
we partnered with the government and Banamex to launch
commercial credit programs. This is just a small sampling
of the inroads we have been making around the world.

We're also diversifying our business by geographies and
customers. Examples include, but are not limited to,
our commercial alliance with China Union Pay; our U.K.
public sector procurement wins; our relationship with
Western Union, through which consumers around the
world can use our prepaid cards to transfer and spend
money; our renewed partnership with Poste Italiane,
which represents Europe’s largest social benefits card
program; and our alliance with Airtel Africa.

In addition, we're building new businesses through

our Information Services; our acquisition of the prepaid
card program management business of Travelex (now
called Access Prepaid Worldwide); and our investment in
mFoundry, considered the most popular mobile banking
solution in the U.S.

As we strengthen our business, we remain mindful

of the Durbin Amendment and its potential impact on
us and our U.S. customers. As issuers and merchants
comply with the Federal Reserve rules, we're confident
that our superior PIN debit offering will result in more
U.S. debit cards with our mark on them and new
opportunities to grow our debit business.

The Power of Innovation

Innovation is our focus—period. We're building financial
inclusion and revolutionizing the way people pay, whether
by using our traditional cards, our Tap & Go™ PayPass
technology or mobile devices.

In 2011, we forged many strategic partnerships to
further drive innovation, including: Intel to secure online
payments; Isis to help foster increased usage of near
field communications (NFC) for mobile payments; and
Google, Sprint, Orange and Samsung Card to drive
commercialization in mobile.
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We also formed joint ventures with Telefénica, moves

that will lead the development of mobile financial solutions
in markets throughout Latin America, allowing us to reach
more than 87 million Movistar customers and 65 million
Vivo customers.

In addition, we used and continue to use MasterCard

Labs to test ideas and to challenge our employees to create
new solutions. We also developed a roadmap to advance
the U.S. electronic payments system, beginning with a
migration to EMV chip technology. The roadmap focuses
on upgrading the infrastructure that will support the next
generation of products and services. These efforts will
enable consumers to shop and pay in a way that best fits
their needs with a simple tap, touch or click.

We believe that our initiatives, along with the intelligence
of our technology, data analytics and investments in
security, are propelling us toward a world beyond cash.

Our People and Social Responsibility

In local markets around the world, our employees are on
the ground applying their diverse insights and expertise
to capture new opportunities while delivering value to our
stakeholders. We're proud of our people and thank them
for their contributions.

We're also proud of our role as a good corporate citizen.
In fact, we're committed to furthering financial inclusion
through entrepreneurship and, in 2011, partnered with
organizations like the Grameen Foundation, the Network
for Teaching Entrepreneurship and Junior Achievement,
just to name a few. At the same time, we focused on
empowering youth, particularly those most in need.
This is evident in our work with the Prince’s Trust in the
U.K. and the International Youth Foundation in India.
Social responsibility clearly permeates our culture, as
our employees are actively engaged in various
philanthropic causes.

In 2011, we also harnessed the power of our brand to
make a difference. Through our Eat, Drink and Be Generous
campaign, consumers and restaurants helped us raise

$4 million for Stand Up To Cancer by using their
MasterCard cards.

An Eye Toward the Future

Without guestion, there is an air of excitement throughout
our organization, driven by innovative thinking, new
partnerships, positive trends and an overall drive to win.

VIVUIUIOLI0 0010117

This spirit has only been heightened by the launch of
our vision, mission and values, which underscores our
commitment to delivering meaningful benefits to
consumers, merchants, business partners, governments
and communities throughout the world.

As a technology company that's a key player in the
payments industry, we're leveraging our technology and
expertise to benefit people of ali demographics—from
the underserved to the affluent—as well as governments
and businesses, large and small. Importantly, we are well
positioned to capture new opportunities and to continue
delivering value to our constituents as well as to you,

our stockholders.

With 85 percent of the world's transactions still made

with cash and checks, there is plenty of room for us to grow
and for billions of people to benefit from our innovative
products and solutions. We have their best interests in mind
and firmly believe that achieving our vision of a world
beyond cash will make payments safer, simpler and smarter.

To us, that's priceless.

{ \‘LL\
—

Richard Haythornthwaite
Chairman of the Board of Directors

Jeley

Ajay Banga
President and Chief Executive Officer
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Forward-Looking Statements

This Report on Form 10-K contains forward-looking statements pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. All statements other than statements of historical facts may be
forward-looking statements. When used in this Report, the words “believe”, “expect”, “could”, “may”, “would”,
“will”, “trend” and similar words are intended to identify forward-looking statements. These forward-looking
statements relate to the Company’s future prospects, developments and business strategies and include, without

limitation, statements relating to:

* the Company’s focus on personal consumption expenditures, the trend towards electronic forms of
payment and growing MasterCard’s share in electronic payments, including with innovative solutions
and new technology;

* the Company’s focus on growing its credit, debit, prepaid, commercial and payment transaction
processing offerings;

» the Company’s focus on diversifying its business (including seeking new areas of growth, expanding
acceptance points and maintaining unsurpassed acceptance and successfully working with new business
partners);

» the Company’s focus on building new businesses through technology and strategic efforts and alliances
with respect to e-Commerce, mobile and other initiatives;

* the Company’s focus on chip-enabled technology;

* the stability of economies around the globe;

* the Company’s advertising and marketing strategy and investment;
* the potential reduction in the Company’s tax rate over time;

» the Company’s belief that its existing cash balances, its cash flow generating capabilities, its borrowing
capacity and its access to capital resources are sufficient to satisfy its future operating cash needs,
capital asset purchases, outstanding commitments and other liquidity requirements associated with its
existing operations and potential litigation obligations; and

¢ the manner and amount of purchases by the Company pursuant to its share repurchase program,
dependent upon price and market conditions.

Many factors and uncertainties relating to our operations and business environment, all of which are
difficult to predict and many of which are outside of our control, influence whether any forward-looking
statements can or will be achieved. Any one of those factors could cause our actual results to differ materially
from those expressed or implied in writing in any forward-looking statements made by MasterCard or on its
behalf. We believe there are certain risk factors that are important to our business, and these could cause actual
results to differ from our expectations. Such risk factors include: litigation decisions, regulation and legislation
related to interchange fees and related practices; regulation established by the Dodd-Frank Wall Street Reform
and Consumer Protection Act in the United States; regulation or other legislative or regulatory activity in one
jurisdiction or of one product resulting in regulation in other jurisdictions or of other products; competitive issues
caused by government actions; regulation of the payments industry, consumer privacy, data use and/or security;
potential or incurred liability, limitations on business and other penalties resulting from litigation; potential
changes in tax laws; competition in the payments industry; competitive pressure on pricing; banking industry
consolidation; loss of significant business from significant customers; merchant activity; our relationship and the
relationship of our competitors to our customers; brand perceptions and reputation; inability to grow our debit
business, particularly in the United States; global economic events and the overall business environment; decline
in cross-border travel; the effect of general economic and global political conditions on consumer spending
trends; exposure to loss or illiquidity due to guarantees of settlement and certain other third-party obligations;
disruptions to our transaction processing systems and other services; account data breaches; reputation damage
from increases in fraudulent activity; the inability to keep pace with technological developments in the industry;
the effect of adverse currency fluctuation; the inability to adequately manage change and effectively deliver our
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products and solutions; acquisition and other integration issues; and issues relating to our Class A common stock
and corporate governance structure. Please see a complete discussion of these risk factors in Part I, Item 1A—
Risk Factors. We caution you that the important factors referenced above may not contain all of the factors that
are important to you. Our forward-looking statements speak only as of the date of this report or as of the date
they are made, and we undertake no obligation to update our forward-looking statements.

In this Report, references to the “Company,” “MasterCard,” “we,” “us” or “our” refer to the MasterCard
brand generally, and to the business conducted by MasterCard Incorporated and its consolidated subsidiaries,
including our operating subsidiary, MasterCard International Incorporated (d/b/a MasterCard Worldwide).

Item 1. Business
Overview

MasterCard is a global payments and technology company that connects billions of consumers, thousands of
financial institutions, millions of merchants, governments and businesses worldwide, enabling them to use
electronic forms of payment instead of cash and checks. We envision an environment where electronic payment
is the predominant means of payment. We use our technology and expertise to make payments more convenient,
secure and efficient to enable consumers to meet their needs and to provide value to all stakeholders in the
payments system.

We offer a wide range of payment solutions that enable our customers and partners to develop and
implement credit, debit, prepaid and related payment programs and solutions to deliver value to consumers. Our
customers and partners include financial institutions and other entities that act as “issuers” and “acquirers”,
merchants, government entities, telecommunications companies and other businesses. We manage a family of
well-known, widely-accepted payment brands, including MasterCard®, Maestro® and Cirrus®, which we license
to our customers for use in their payment programs and solutions. We process payment transactions over the
MasterCard Worldwide Network and provide support services to our customers and other partners. As part of
managing our brands, we establish and enforce a common set of standards for adherence by our customers for the
efficient and secure use of our payments network.

MasterCard generates revenue by charging fees to our customers for providing transaction processing and
other payment-related services and by assessing our customers based primarily on the dollar volume of activity,
or gross dollar volume (“GDV?”), on the cards and other devices that carry our brands.

A typical transaction processed over our network involves four parties in addition to us: the cardholder, the
merchant, the issuer (the cardholder’s financial institution) and the acquirer (the merchant’s financial institution).
Consequently, the payment network we operate supports what is often referred to as a “four-party” payment
system. Using our transaction processing services, issuers and acquirers who are our customers facilitate payment
transactions between cardholders and merchants throughout the world, providing merchants with an efficient and
secure means of receiving payment, and consumers and businesses with a convenient, quick and secure payment
method that is accepted worldwide. We guarantee the settlement of many of these transactions among our
customers to ensure the integrity of our payment network. In addition, we undertake a variety of marketing
activities designed to maintain and enhance the value of our brands. We partner with merchants on initiatives to
help provide value to them and benefits to consumers. However, cardholder and merchant transaction
relationships are managed principally by our customers. We do not issue cards, extend credit to cardholders,
determine the interest rates (if applicable) or other fees charged to cardholders by issuers, or establish the
“merchant discount” charged by acquirers in connection with the acceptance of cards that carry our brands.

Our business has a global reach and has continued to experience growth. In 2011, we processed 27.3 billion
transactions, a 18.3% increase over the number of transactions processed in 2010. GDV on cards carrying the
MasterCard brand as reported by our customers was approximately $3.2 trillion in 2011, a 16.1% increase in
local currency terms and a 19.3% increase in U.S. dollar terms over the GDV reported in 2010.
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We analyze our ability to grow based on three drivers:

we track trends in personal consumption expenditures;

we focus on the trend within the global payments industry from paper-based forms of payment, such as
cash and checks, toward electronic forms of payment (such as payment card transactions); and

we seek to grow our share in electronic payments, including with innovative solutions and new
technology.

We support our focus on these drivers by continuing to:

grow our core businesses globally, including credit, debit, prepaid, commercial and processing payment
transactions over the MasterCard Worldwide Network,

diversify our business by seeking new areas of growth in markets around the world, expanding points of
acceptance for our brands throughout the world, seeking to maintain unsurpassed acceptance, and
working with new partners such as merchants, government agencies and telecommunications
companies, and

build new businesses through technology and continued strategic efforts and alliances with respect to
innovative payment methods such as electronic commerce (e-Commerce) and mobile capabilities.

We operate in a dynamic and rapidly evolving legal and regulatory environment. In recent years, we have
faced heightened regulatory scrutiny and other legal challenges, including legislation, particularly with respect to
interchange fees. Interchange fees, which represent a balancing of payment system costs among acquirers and
issuers (and in turn, among merchants and cardholders), have been the subject of regulatory review and
challenges and legislative action, as well as litigation, as electronic forms of payment have become relatively
more important to local economies. Although we establish certain interchange rates and collect and remit
interchange fees on behalf of our customers, we do not earn revenues from interchange fees. See “Risk Factors-
Legal and Regulatory Risks” in Part I, Item 1A.

The Global Payments Industry

We operate in the global payments industry, which consists of all forms of payment including:

.

Paper-based payments—cash, personal checks, money orders, official checks, travelers cheques and
other paper-based means of transferring value;

Card-based payments—credit cards, charge cards, debit and deferred debit cards (including cash access
or Automated Teller Machine (“ATM”) cards), prepaid cards and other types of cards;

Contactless, mobile and web-based payments—contactless payments, electronic payments through
mobile phones and other handheld devices using a variety of applications, and e-Commerce transactions
on the Internet and through web browsers; and

Other Electronic Payments—wire transfers, electronic benefits transfers, bill payments and automated
clearing house payments, among others.

The most common card-based forms of payment are general purpose cards, which are payment cards
carrying logos that permit widespread usage of the cards within countries, regions or around the world. General
purpose cards have different attributes depending on the type of accounts to which they are linked:

credit or charge cards typically access a credit account that either requires payment of the full balance
within a specified period (a charge card) or that permits the cardholder to carry a balance in a revolving
credit account (a credit card);



» debit cards typically access a deposit account or other account with accessible funds maintained by the
cardholder; and

* prepaid cards typically access previously-funded monetary value.

The primary general purpose card brands include MasterCard, Visa®, American Express®, JCB®, Diners
Club®, UnionPay® and Discover®. These brands, including MasterCard, have come to be associated with a
variety of forms of payment in the United States and other markets around the world, including (depending on
the brand) credit, charge, debit and prepaid cards. Regional and domestic/local debit brands that require a
personal identification number (“PIN”) for verification are the primary brands in many countries. In these
markets, issuers have historically relied on the Maestro and Cirrus brands (and other brands) to enable cross-
border transactions, which typically constitute a small portion of the overall number of transactions.

In addition to general purpose cards, private label cards comprise a portion of all card-based forms of
payment. Typically, private label cards are credit cards issued by, or on behalf of, a merchant (such as a
department store or gasoline retailer) and can be used only at that merchant’s locations.

Payment Services and Solutions

We provide transaction processing and other payment-related services as well as a wide range of payment
solutions to enable our customers to design, package and implement products and programs targeted to the
specific needs of their customers. We work with customers to provide customized solutions, as well as more
general solutions. Our payment solutions are built upon our expertise in payment programs, product
development, payment processing technology, payment security, consulting and information services and
marketing. We also manage and promote our brands for the benefit of all customers through brand advertising,
promotional and interactive programs and sponsorship initiatives.

Transaction Processing on the MasterCard Worldwide Network

Introduction. 'We operate the MasterCard Worldwide Network, our proprietary, global payments network
that links issuers and acquirers around the globe to facilitate the processing of transactions and, through them,
permits MasterCard cardholders to use their cards and other payment devices at millions of merchants
worldwide. We process transactions through our network for financial institutions and other entities that are our
customers, in more than 150 currencies in more than 210 countries and territories.



Typical Transaction. A typical transaction processed over the MasterCard Worldwide Network involves
four participants in addition to us: cardholder, merchant, issuer (the cardholder’s financial institution) and
acquirer (the merchant’s financial institution). The following diagram depicts a typical point-of-interaction card
transaction:

Typical Point of Interaction Card Transaction

(D) Issuer
(cardholder’s
financial institution)

(C) Acquirer
(merchant’s
financial institution)

Transaction

Data T (less merchant discount)
n

(B) Merchant ¥ p—— (A) Cardholder

Authorization and Authorization and
Transaction Data Transaction Data

Bilt

Settlement Bank

Goods and Services

In a typical transaction, a cardholder (A) purchases goods or services from a merchant (B) using a card or
other payment device. After the transaction is authorized by the issuer (D) using our network, the issuer pays the
acquirer (C) an amount equal to the value of the transaction, minus the interchange fee (described below), and
posts the transaction to the cardholder’s account. The acquirer pays the amount of the purchase, net of a discount
(referred to as the “merchant discount™), to the merchant. The merchant discount, among other things, takes into
consideration the amount of the interchange fee. We generally guarantee the payment of transactions using
MasterCard-branded products and certain transactions using Cirrus and Maestro-branded products between
issuers and acquirers.

Interchange Fees. The interchange fee is equal to the difference between the amount of the payment
transaction (the transaction amount) and the amount the issuer pays the acquirer (the settlement amount).
Interchange fees represent a sharing of a portion of payment system costs among the customers participating in
our four-party payment card system. As such, interchange fees are a key factor in balancing the costs consumers
pay and the costs merchants pay. We do not earn revenues from interchange fees. Generally, interchange fees are
collected from acquirers and paid to issuers (or netted by issuers against amounts paid to acquirers) to reimburse
the issuers for a portion of the costs incurred by them in providing services that benefit all participants in the
system, including acquirers and merchants. In some circumstances, such as cash withdrawal transactions, this
situation is reversed and interchange fees are paid by issuers to acquirers. We establish default interchange fees
that apply when there are no other established settlement terms in place between an issuer and an acquirer. We
administer the collection and remittance of interchange fees through the settlement process. Interchange fees can
be a significant component of the merchant discount, and therefore of the costs that merchants pay to accept
payment cards. These fees are currently subject to regulatory, legislative and/or legal challenges in a number of
jurisdictions. We are devoting substantial management and financial resources to the defense of interchange fees
and to the other legal and regulatory challenges we face. See “Risk Factors-Legal and Regulatory Risks” in Part
I, Item 1A.

Merchant Discount. The merchant discount is established by the acquirer to cover its costs of participating
in the four-party. system and generally to provide for a profit margin with respect to services rendered to the
merchant. The discount takes into consideration the amount of the interchange fee which the acquirer generally
pays to the issuer, and the balance of the discount consists of fees established by the acquirer and paid by the
merchant for certain of the acquirer’s services to the merchant.
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Additional Fees and Economic Considerations. Among the parties in a four-party system, various types of
fees may be charged to different constituents for various services. For example, acquirers may charge merchants
processing and related fees in addition to the merchant discount. Issuers may also charge cardholders fees for the
transaction, including, for example, fees for extending revolving credit. As described below, we charge issuers
and acquirers transaction-based and related fees for the transaction processing and related services we provide
them.

In a four-party payment system, the economics of a payment transaction relative to MasterCard vary widely
depending on such factors as whether the transaction is domestic (and, if it is domestic, the country in which it
takes place) or cross-border, whether it is a point-of-sale purchase transaction or cash withdrawal, and whether
the transaction is processed over our network or a third-party network or is handled solely by a financial
institution that is both the acquirer for the merchant and the issuer to the cardholder (an “on-us” transaction).

Authentication. Generally, transactions processed over our network can be authenticated at the point of
interaction and across the processing value chain. A typical transaction processed over our network can be
authenticated in several ways (depending on the type of card or device being used):

* “signature” transactions that typically require a cardholder to sign a sales receipt as the primary means
of validation at the point of interaction (other than circumstances, such as with respect to low value
purchases, where a signature is not necessary),

¢ “PIN-based” transactions that require the cardholder to use a PIN for verification which can be validated
by the issuer at their processing site and

» transactions using chip-enabled cards and point of interaction devices which allow for automatic
authentication between the card and device (as well as, depending on the card or device, signature or
PIN authentication).

In addition, some payment cards and devices are equipped with an RFID (radio frequency identification)
microchip, which provides an advanced authentication technique, and technology which allows contactless
payments requiring neither signature nor PIN under established maximum transaction amounts.

MasterCard Worldwide Network Architecture and Operations. We believe the architecture of the
MasterCard Worldwide Network is unique, featuring a globally integrated structure that provides scalability for
our customers and enables them to expand into regional and global markets. Our network also features an
intelligent architecture that enables it to adapt to the needs of each transaction by blending two distinct
processing structures-distributed (peer-to-peer) and centralized (hub-and-spoke). Transactions that require fast,
reliable processing, such as those submitted using a MasterCard PayPass®-enabled device in a tollway, use the
network’s distributed processing structure, ensuring they are processed close to where the transaction occurred.
Transactions that require value-added processing, such as real-time access to transaction data for fraud scoring or
rewards at the point-of-sale, or customization of transaction data for unique consumer-spending controls, use the
network’s centralized processing structure, ensuring advanced processing services are applied to the transaction.
Through the unique architecture of our network, we are able to connect all parties with respect to payments
transactions regardless of whether the transaction is occurring at a traditional physical location, at an ATM, on
the internet or through a mobile device, enabling electronic commerce.

The network typically operates at under 80% capacity and has the capacity to handle more than 160 million
transactions per hour with an average network response time of 130 milliseconds. The network can also
substantially scale capacity to meet demand. Our transaction processing services are available 24 hours per day,
every day of the year. Our global payment network provides multiple levels of back-up protection and related
continuity procedures should the issuer, acquirer or payment network experience aservice interruption.
Moreover, the network features multiple layers of protection against hacking or other cybersecurity attacks. We
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supplement this protection with mitigation efforts to strengthen our protection against such threats, both in terms
of operability of the network and protection of the information transmitted through the network. To date, we have
consistently maintained availability of our global processing systems more than 99.9% of the time.

Processing Capabilities.

Transaction Switching—Authorization, Clearing and Settlement. MasterCard provides transaction
switching (authorization, clearing and settlement) through the MasterCard Worldwide Network.

O  Authorization. Authorization refers to the process by which a transaction is routed to the issuer for
approval and then a decision whether or not to approve the transaction is made by the issuer or, in
certain circumstances such as when the issuer’s systems are unavailable or cannot be contacted, by
MasterCard or others on behalf of the issuer in accordance with either the issuer’s instructions or
applicable rules (also known as “stand-in”). Our standards, which may vary across regions, establish
the circumstances under which merchants and acquirers must seek authorization of transactions.

O (Clearing. Clearing refers to the exchange of financial transaction information between issuers and
acquirers after a transaction has been successfully conducted at the point of interaction. MasterCard
clears transactions among customers through our central and regional processing systems.
MasterCard clearing solutions can be managed with minimal system development, which has
enabled us to accelerate our customers’ ability to develop customized programs and services.

O  Settlement. Once transactions have been authorized and cleared, MasterCard helps to settle the
transactions by facilitating the exchange of funds between parties. Once clearing is completed, a
daily reconciliation is provided to each customer involved in settlement, detailing the net amounts
by clearing cycle and a final settlement position. The actual exchange of funds takes place between
a settlement bank, designated by the customer and approved by MasterCard, and a settlement bank
chosen by MasterCard. Customer settlement occurs in U.S. dollars or in a limited number of other
currencies in accordance with our established rules.

Cross-Border and Domestic Processing. The MasterCard Worldwide Network provides our customers
with a flexible structure that enables them to support processing across regions and for domestic
markets. The network processes transactions throughout the world on our branded products where the
merchant country and cardholder country are different (cross-border transactions). MasterCard
processes transactions denominated in more than 150 currencies through our global system, providing
cardholders with the ability to utilize, and merchants to accept, MasterCard cards and other payment
devices across multiple country borders. For example, we may process a transaction in a merchant’s
local currency; however the charge for the transaction would appear on the cardholder’s statement in the
cardholder’s home currency. MasterCard also provides domestic (or intra-country) transaction
processing services to customers in every region of the world, which allow customers to facilitate
payment transactions between cardholders and merchants throughout a particular country. We process
most of the cross-border transactions using MasterCard, Maestro and Cirrus-branded cards and process
the majority of MasterCard-branded domestic transactions in the United States, United Kingdom,
Canada, Brazil and a select number of other smaller countries. Outside of these countries, most intra-
country (as opposed to cross-border) transaction activity conducted with our branded payment products
is authorized, cleared and/or settled by our customers or other processors without the involvement of the
MasterCard Worldwide Network. We continue to invest in our network and build relationships to
expand opportunities for domestic transaction processing. In particular, the Single European Payment
Area (“SEPA”) initiative creates an open and competitive market in many European countries that were
previously mandated to process domestic debit transactions with domestic processors. As a result, in
addition to cross-border transactions, MasterCard now processes some domestic debit transactions in
nearly every SEPA country.

Extended Processing Capabilities. In addition to transaction switching, MasterCard continually
evaluates and invests in ways to strategically extend our processing capabilities in the payment value
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chain by seeking to provide our customers with an expanded suite of payment processing solutions that
meet the unique processing needs of their markets. Examples include:

O MasterCard Integrated Processing Solutions® (IPS). MasterCard Integrated Processing Solutions
(“IPS”) is a debit and prepaid issuer processing platform designed to provide medium to large global
issuing, customers with a complete processing solution to help create differentiated products and
services and allow quick deployment of payments portfolios across banking channels. Through a
single processing platform, IPS can, among other things, authorize debit and prepaid transactions,
assist issuers in managing risk using fraud detection tools, manage an issuer’s card base, and
manage and monitor an issuer’s ATMs. The proprietary MasterCard Total Portfolio View™
provides a user-friendly customer interface to IPS, delivering aggregate cardholder intelligence
across accounts and product lines to provide our customers with a view of information that can help
them customize their products and programs. We continue to develop opportunities to further
enhance our IPS offerings and global presence.

O Internet Payment Gateways. MasterCard provides e-Commerce processing solutions through
internet payment gateways, which are interfaces between the merchant and its acquirer as a
transaction moves to a payments network. Our gateways include our MasterCard Internet Gateway
Service (MiGS), which provides gateway infrastructure in Asia Pacific, and DataCash®, a payment