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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2007
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission file number 001-11073
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www.firstdata.com
DELAWARE 47-0731996
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incorporation or organization) Identification No.)
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GREENWOOD VILLAGE, COLORADO 80111

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area cod€303) 967-8000

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.

Large accelerated filelx] Accelerated filer (I Non-accelerated filer]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

Indicate the number of shares outstanding of e&teaegistrant’s classes of common stock, ab®ldtest practicable date.

Number of Shares Outstanding



Title of each class (excluding treasury shares) at March 31, 2007

(Common stock, $.01 par value 754,409,91*
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
FIRST DATA CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
(in millions, except per share amounts)
Three months ended
March 31,
2007 2006
Revenues®
Transaction and processing service fi
Merchant service® $ 643.¢ $ 594.1
Check service 92.2 79.€
Card service: 443.¢ 391.
Other service 88.2 83.2
Investment income, ni (30.9 (24.9)
Product sales and oth 188.( 1722
Reimbursable debit network fees, postage and 410.¢ 340.(
1,836.1 1,635."
Expenses
Cost of service 835.2 731.¢
Cost of products sol 74.2 66.¢
Selling, general and administrati 302.2 270.2
Reimbursable debit network fees, postage and 410.¢ 340.(
Other operating expense
Restructuring, ne 2.C (0.8
Impairments 16.2 —
Litigation and regulatory settlemer — 15.C
Other — (0.9
1,640.¢ 1,422.¢
Operating profit 195.4 213.1
Other income (expense
Interest incom 8.C 2.8
Interest expens (34.5) (57.€
Investment gains and (losst (1.9 103.]
Divestitures, ne 1.C 5.8
Debt repayment gai 1.4 —
(25.5) 54.2
Income before income taxes, minority interest, ggearnings in affiliates and discontinued operrai 169.¢ 267.2
Income taxe: 37.4 77.2
Minority interest (29.7) (28.9
Equity earnings in affiliate 68.3 58.E
Income from continuing operatiol 171.7 219.7
Income from discontinued operations, net of taxXei(4.1) and $101.3, respective 3.5 210.¢
Net income $ 175 $ 430.1
Earnings per share from continuing operatic
Basic $ 0.2¢ $ 0.2¢
Diluted $ 0.2¢ $ 0.2¢
Earnings per shan
Basic $ 0.2¢ $ 0.5€
Diluted $ 0.2¢ $ 0.5t
Weightec-average shares outstandi
Basic 752.% 765.k
Diluted 761.¢ 780.2

@ Includes revenue from Western Union and Primaryni®ayt Systems commercial relationships previoustgirhted in consolidation of
$5.1 million for the three months ended March 3I0&

® Includes processing fees, administrative servies tnd other fees charged to merchant alliancesiatad for under the equity method
of $53.4 million for the three months ended Mar&h 2007 and $54.0 million for the comparable peiiogd006.



See Notes to Consolidated Financial Statements.
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FIRST DATA CORPORATION
CONSOLIDATED BALANCE SHEETS
(in millions)

ASSETS
Cash and cash equivalel
Settlement asse
Accounts receivable, net of allowance for doub#fttounts of $29.9 (2007) and $29.0 (2C
Property and equipment, net of accumulated degreciaf $1,756.6 (2007) and $1,711.3 (20
Goodwill
Other intangibles, net of accumulated amortizatib$2,207.6 (2007) and $2,115.9 (20!
Investment in affiliate:
Other asset

Total Assets

LIABILITIES AND STOCKHOLDERSE EQUITY
Liabilities:
Settlement obligation
Accounts payable and other liabiliti
Borrowings
Total Liabilities
Commitments and contingencies (see Note
Stockholder Equity:
Common stock, $0.01 par value; authorized 2,000a0es, issued 1,067.7 (2007 and 2(
Additional paic-in capital
Paic-in capital
Retained earning
Accumulated other comprehensive income (li
Less treasury stock at cost, 313.3 shares (20@i7354.8 shares (200
Total Stockholder Equity
Total Liabilities and Stockholde’ Equity

See Notes to Consolidated Financial Statements.

4

March 31, December 31
2007 2006
(Unaudited)

$ 1,004.0 $ 1,154.:
17,350.¢  19,149.
2,179.: 2,150.:
770.] 768.(
7,521." 7,359.!
2,616.¢ 2,577t
755.C 756.5
494.: 544.¢

$32,692.. $ 34,460.

$17,378.! $ 19,166.!
2,668.¢ 2,636.¢
2,378.! 2,516.

22,425..  24,319.!

10.7 10.7
9,681.  9,713.¢
9,692« 9,724
11,009.  10,900.¢

(1.9 (16.9)
(10,433.) (10,466.9)
10,266.¢  10,141.

$32,692.. $ 34,460.
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FIRST DATA CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

(Unaudited)

Cash and cash equivalents at beginning of penmmtijding cash of discontinued operations in 2
CASH FLOWS FROM OPERATING ACTIVITIES
Net income from continuing operatio
Net income from discontinued operatic
Adjustments to reconcile to net cash provided bgrafing activities
Depreciation and amortizatic
Charges (gains) related to restructuring, impaims\ditigation and regulatory settlements, other,
investment (gains) and losses, divestitures antréglyment gain, ni
Other nor-cash and nc-operating items, ne

Increase (decrease) in cash, excluding the eftdasquisitions and dispositions, resulting fronaiches

in:
Accounts receivabl
Other asset
Accounts payable and other liabiliti
Income tax accoun
Excess tax benefit from shi-based payment arrangem
Net cash provided by operating activities from amnhg operation:
Net cash (used in) provided by operating activifitem discontinued operatiol
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Current year acquisitions, net of cash acqu
Payments related to other businesses previouslyiract
Additions to property and equipment, |
Payments to secure customer service contractsidimg) outlays for conversion, and capitalized syste
development cos!
Proceeds from the sale of marketable secul
Other investing activitie
Net cash used in investing activities from contiguoperation:
Net cash used in investing activities from disamntid operation
Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Shor-term borrowings, ne
Principal payments on lo-term debt
Proceeds from issuance of common si
Excess tax benefit from shi-based payment arrangem
Purchase of treasury sha
Cash dividend
Net cash used in financing activities from conthguoperation:
Net cash used in financing activities from disconéd operation

Net cash used in financing activiti
Change in cash and cash equival
Cash and cash equivalents at end of period, inoduciish of discontinued operations in 2

See Notes to Consolidated Financial Statements.
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Three months ended

March 31,

2007 2006
$1,154.. $1,180.¢
171 219.7
3.t 210.¢
180.¢ 174.C
17.2 (95.0)
(56.9) (49.0)
127.¢ 96.7
87.¢ 38.t
(83.9) (87.0)
7.1 60.7
(12.4) (91.1)
440.1 267.t
(9.7) 315.:
430.4 582.¢
(239.9) (32.)
(50.9) (40.5)
(56.7) (25.4)
(41.0 (28.9)
11.2 13.c
13.F 86.7
(363.7) (26.7)
— (216.9)
(363.) _(243.0
(49.9  (139.))
(101.9) (13.9)
61.€ 467.€
12.4 91.1
(117.)  (632.9)
(22.6) (46.0)
(216.)  (273.9)
— (0.9)
(216.6)  (274.9
(149.9 65.E
$1,004.. $1,246.
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FIRST DATA CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1: Basis of Presentation

The accompanying Consolidated Financial Statenmdrftgst Data Corporation (“FDC” or the “Companyshould be read in
conjunction with the Company’s Annual Report onrRd0-K for the year ended December 31, 2006. Sagif accounting policies
disclosed therein have not changed.

The accompanying Consolidated Financial Statensetsinaudited; however, in the opinion of managéntleay include all normal
recurring adjustments necessary for a fair presientaf the consolidated financial position of tiempany at March 31, 2007 and the
consolidated results of its operations and cashsfiior the three months ended March 31, 2007 a06.2Results of operations reported for
interim periods are not necessarily indicativeasfults for the entire year due in part to the sealéty of certain business units.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfinztttae amounts reported in the Consolidated iéia Statements and accompanying
notes. Actual results could differ from these eaties.

Presentation

The Company’s Consolidated Balance Sheet presentistunclassified due to the short—term naturiéscfettiement obligations
contrasted with the Company’s ability to investtcasvaiting settlement in long—term investment séiest

As a result of the spin-off of Western Union (“thgin-off”) and the sale of subsidiaries Primary fapt Systems (“PPS”), IDLogix and
Taxware, LP (“Taxware”) as discussed in Note 14,@tompany’s financial statements reflect WesteriorPPS, IDLogix and Taxware as
discontinued operations. Their results of operatiare treated as income from discontinued opemgtiwet of tax, and separately stated on the
Consolidated Statements of Income after income ftontinuing operations.

Proposed Merger

In April 2007, the Company announced it signed greement to be acquired by an affiliate of Kohlbi€rgvis Roberts & Co (“KKR").
The proposed merger, which is expected to occor prithe end of the third quarter 2007, would leisuFDC becoming a privately held
company. Details of the proposed merger are mdhkediscussed in Note 3.

Official Check and Money Order Wind-down

In the first quarter 2007, the Company announcethient to wind-down the official check and mormgler business included within
the Integrated Payment Systems (“IPS”) businessieagj The Company expects the wind-down of the nigjof the business to take two to
three years in order to honor existing custometreots. By the end of 2007, the Company will reposithe majority of the investment
portfolio associated with this business from loag¥ municipal bonds to short-term investments. détecosts associated with the re-
positioning of the portfolio and the wind-down cahbe accurately estimated primarily due to unptadhle dynamics in the municipal bond
markets.

During the first quarter 2007, the Company conwkepproximately 5% of this portfolio into shortiteinvestments. The Company
received proceeds from the sales of $563.6 mibiod realized a net pretax loss from the sale afetlievestments of $2.0 million during the
three months ended March 31, 2007, which was rdzedrin the “Investment incoméihe of the Consolidated Statements of Income. fét
loss was generated by selling un-hedged instrunzemitthe Company does not believe this is indieativexpectations regarding the
remainder of the portfolio. In connection with thertfolio repositioning, the Company will terminates interest rate swaps used to hedge the
portfolio investments. The swaps will be terminaé¢dhe time the investments are sold. No suchitetions occurred in the first quarter
2007.
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FIRST DATA CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

The Company is accounting for the investments par#folio basis during the portfolio repositionisgce the intent is to liquidate the
long-term investments over a short period of titeecordingly, the Company has and will continue éofprm an impairment analysis
quarterly to determine whether the portfolio immunrealized loss position. In the event the pbetfs in an unrealized loss position, an
impairment charge will be recorded since there m@ybe sufficient time for the investments to remow value. At March 31, 2007, the
Company determined the portfolio was not impaii@adring the first quarter 2007, the Company impageddwill and intangible assets
related to the official check and money order besénas discussed in Note 4 below.

Revenue Recognition

FDC recognizes revenues from its processing senasesuch services are performed. Revenue is extoet of certain costs not
controlled by the Company such as credit and a@fftiebit interchange fees and assessments chargedditcard associations which totaled
$1,651.8 million and $1,455.2 million for the thmeenths ended March 31, 2007 and 2006, respectiglit network fees related to
acquired PIN-based debit transactions are recodiiizthe “Reimbursable debit network fees, postage other” line of the Consolidated
Statements of Income. The debit network fees reltd®IN-debit transactions charged by debit netwdotaled $224.9 million and $179.5
million for the three months ended March 31, 200@ 2006, respectively.

Supplemental Cash Flow Information
See Note 13 for information concerning the Compaigsuance of restricted stock awards in 2007.

Significant non-cash transactions during the timeaths ended March 31, 2006 included the issuahappyoximately 710,000 shares
of restricted stock to certain employees in coniomcwith the Company’s incentive compensation plan

New Accounting Pronouncements

In September 2006, the Financial Accounting Stashsl&oard (“FASB”) issued Statement of Financial &wating Standard (“SFAS”)
No. 157,“Fair Value Measurements.” This statement defira@svalue, establishes a fair value hierarchy taded in generally accepted
accounting principles and expands disclosures a@agwalue measurements. Although this statemeasadot require any new fair value
measurements, the application could change cuprewtice. The statement is effective for fiscalrgdzeginning after November 15, 2007.
The Company is currently evaluating the impachid statement to its financial position and resofteperations.

In September 2006, the FASB issued SFAS No. 158plByers’ Accounting for Defined Benefit Pensiordadther Postretirement
Plans—an Amendment of FASB Statements No. 87, 88, dnd 132(R).This statement requires a company to recognizéutiaed status ¢
a benefit plan as an asset or a liability in itgesnent of financial position. In addition, a comyés required to measure plan assets and
benefit obligations as of the date of its fiscaend statement of financial position. The Compaahypted the recognition provisions and
disclosure requirements as of December 31, 2006 niéasurement date provision is effective for figears ending after December 15,
2008. The Company does not expect the measurenmmiisipns to have a material impact on its finahpisition and results of operations.

In February 2007, the FASB issued SFAS No. 159¢"FFhir Value Option for Financial Assets and Finandabilities — Including an
Amendment of FASB Statement No. 115.” This Statarpenmits entities to measure many financial imstnts and certain other items at
fair value. This election is made on an instruntgpinstrument basis and is irrevocable. Unrealigaihs and losses on items for which the
fair value option has been elected are reporteginings. This statement is effective for fiscangebeginning after November 15, 2007. At
this time, the Company does not anticipate eledtiegfair value option.

Note 2: Earnings Per Share
Amounts utilized in per share computations arelievs (in millions):

Three months ended March 31,

2007 2006

Weightec-average shares outstandi
Basic weighte-average share 752.2 765.5
Common stock equivalen 9.5 14.5
761.¢ 780.2
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FIRST DATA CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

Basic earnings per common share (“EPS”) amounts@rguted by dividing net income by weighted-averagmmon stock
outstanding during the period. Diluted earningsquanmon share are calculated using weighted-avestag®es outstanding, adjusted for the
dilutive effect of shares issuable upon the assuexedcise of the Company’s common stock equivajeviigch consist of outstanding stock
options and warrants.

The diluted earnings per share calculation excletiesk options and warrants that are convertiltie 1.5 million and 8.0 million
common shares for the three months ended MarcB®Y, and 2006, respectively, because their inatusiould have been anti-dilutive.

Basic and diluted EPS from discontinued operatfonshe three months ended March 31, 2006 were $0127.

The quarterly dividend per share of common stockHe three months ended March 31, 2007 was $&03hare and was $0.06 per
share for the same period in 2006. Subsequenetepim-off, the Company reduced its quarterly divids from $0.06 per common share to
$0.03 per common share.

Note 3: Proposed Merger

As discussed in Note 1, on April 1, 2007, the Conypentered into an Agreement and Plan of Merger ‘(fherger Agreement”) with
New Omaha Holdings L.P., a Delaware limited paghgr (‘Parent”), and Omaha Acquisition Corporation, ad¥ere corporation and a
wholly-owned subsidiary of Parent (“Sub”). Parentontrolled by affiliates of KKR. Certain otherpi@s have committed to provide equity
financing to Parent (the “Equity Providers”).

Under the terms of the Merger Agreement, Sub velhierged with and into the Company (the “proposedyer”), with the Company
continuing as the surviving corporation and becanarwholly-owned subsidiary of Parent. As of thieetfive time of the proposed merger,
each issued and outstanding share of common sfdbk €ompany will generally be cancelled and coteckinto the right to receive $34.00
in cash, without interest. Additionally, vestingFiDC stock options, restricted stock awards antlicesd stock units would be accelerated
upon closing of the proposed merger. As a resaltidrs of stock options would receive cash equéthéantrinsic value of the awards based
on a market price of $34.00 per share while holdérsstricted stock awards and restricted stodtswrould receive $34.00 per share in ci
without interest. Vesting of Western Union optiorestricted stock awards and restricted stock unatd by FDC employees would also be
accelerated upon closing of the proposed merger.

The Merger Agreement contains a “go-shop” provigiarsuant to which the Company may solicit and tiagocompeting takeover
proposals until May 22, 2007. The solicitationsidgrhis period may or may not result in an altéiieatransaction. On or after May 22, 2C
the Company is subject to a “no-shop” provisionjolitrestricts its ability to solicit, discuss orgutiate competing proposals, other than with
persons that have made a takeover proposal duringd-shop period that the Company’s Board of Dirsc(the “Board”determines in goc
faith is bona fide and constitutes, or could reabbnbe expected to result in, a “Superior Progasaidefined in the Merger Agreement (each
such person an “excluded party”). The no-shopitstn does not prohibit discussions or negotiaiaith respect to a written takeover
proposal received after expiration of the go-shepqga (but before adoption of the Merger Agreenignthe stockholders) that the Board
determines in good faith constitutes or could reabty be expected to lead to a Superior Proposdlifzat failure to enter into discussions or
negotiations with the party which submitted suabpmsal could be inconsistent with the Board'’s fiducduties.

The Merger Agreement contains certain operatingoants with respect to FDC pending the consummatfitine proposed merger.
During the period from the date of the Merger Agneat to the date the proposed merger is consumirthee@€ompany will carry on its
business in all material respects in the ordinayree consistent with past practice. The Compatiyuse its reasonable best efforts to
preserve its business organizations intact andtaiaiexisting relations and goodwill with governrtedrentities, alliances, customers,
suppliers, employees and business associatesditioag the Merger Agreement contains certain dpeé@strictions or limitations on the
activities of the Company, subject to the recefghe Parent prior written consent, which consentat to be unreasonably withheld,
including: dividends or distributions other than®B recurring quarterly dividend, the issuanceemurchase of capital stock outside of its
existing programs, changes to its Certificate abhporation or By-laws, acquisition and disposiiari assets in excess of specified amounts,
capital expenditures in excess of specified amoumtsirrence of certain indebtedness, modificatibonertain employee compensation and
benefits arrangements, discharge of certain ligdslior claims, entry into a plan of liquidationsimilar action, and entry into certain material
contractual commitments.



Table of Contents

FIRST DATA CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

The Company may terminate the Merger Agreementuceteain conditions, including if the Board detémas in good faith that it has
received a Superior Proposal or the Board detesriima failure to terminate would be inconsisteithvits fiduciary duties. In connection
with such a termination, the Company must pay Ra&700 million fee, except that if the terminatis in connection with a takeover
proposal from an excluded party the fee will beGasllion.

If the Parent or Sub breaches certain representtearranties, obligations or if the Parent anld fil to effect the closing and/or
satisfy their obligations regarding payment of pn@eposed merger consideration, the Company mayteidsunate the Merger Agreement
under certain conditions. Upon such terminatiomgRamust pay the Company a $700 million fee.

Parent has provided the Company with executedyeguail debt financing commitments, the proceedstothvwill provide for the
necessary funds to consummate the transactionsropteted by the Merger Agreement. Consummatioh@ptoposed merger is subject to
several conditions, including the adoption of therlyer Agreement by the Company’s stockholdersalisence of certain legal impediments,
the obtaining of certain foreign and domestic ratpry approvals and other customary closing camsti The Company expects to
consummate the proposed merger by the end of ifteqharter 2007.

Note 4: Restructuring, Impairments, Litigation and Regulatory Settlements, Other, Investment Gains andosses, Divestitures, net an
Debt Repayment Gain

The Company recorded restructuring charges compaseeverance totaling $2.8 million for the threenths ended March 31, 2007
resulting from efforts to improve the overall efiocy and effectiveness of the sales and saleosugams within the Commercial Services
segment. Severance charges resulted from the ttionirof approximately 230 sales related employeesprising approximately 10% of the
segment’s regional sales, cross-sale and salesiugrganizations. This restructuring plan was clatgal in the first quarter of 2007. The
Company also reversed $0.8 million of prior peniestructuring accruals related to changes in estism@garding severance costs from
restructuring activities that occurred in the fbuguarter 2005 through fourth quarter 2006.

The following table summarizes the Company’s witiian of restructuring accruals for the three merghded March 31, 2007 (in
millions):

Employee Facility
Severanci Closure
Remaining accrual at January 1, 2( $ 27.1 $ 1€
Expense provisio 2.8 —
Cash payments and ott (7.9 (0.4
Changes in estimati (0.8 —
Remaining accrual at March 31, 2C $ 21.: $ 12

Impairments

During the first quarter 2007, the Company recordetiarge of $16.3 million related to the impairingfhigoodwill and intangible asst
associated with the wind-down of the Company’socidficheck and money order business described ta Mo

Litigation and regulatory settlements

In the first quarter 2006, the Company recordedm®million settlement associated with a patefitigement lawsuit against
TeleCheck, clearing all past and future claims.

Investment Gains and Losses, net

Net investment gains in 2006 resulted most sigaifity from $105.4 million in gains associated wvitile mark-to-market of interest rate
swaps utilized in the Company'’s official check mesis that did not qualify for hedge accountingtialy offset by $2.5 million in realized
losses associated with these same interest rafssswa
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FIRST DATA CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
(Unaudited)

Divestitures, net
During the three months ended March 31, 2006, trafgany recognized gains on the sale of corporateadi.

Note 5: Income Taxes

The Company adopted the provisions of FASB Intagpi@n (“FIN”) No. 48, “Accounting for Uncertaintyn Income Taxes — An
Interpretation of FASB Statement No. 109" (“FIN 485n January 1, 2007. This interpretation clasitlee accounting for uncertainty in
income taxes recognized in an enterprise’s findisté#ements in accordance with FASB StatementlN8, “Accounting for Income Taxes”,
and prescribes a recognition threshold and measunreattribute for the financial statement recognitatnd measurement of a tax position
taken or expected to be taken in a tax return.ifitegpretation also provides guidance on derecmmmitlassification, interest and penalties,
accounting in interim periods, disclosure and titgors

As a result of the implementation of FIN 48, then@any recorded a reduction to retained earninggppfoximately $23 million and an
increase to goodwill of approximately $25 milligiso upon adoption of FIN 48, the Company reclasdiipproximately $145 million of
deferred tax liabilities to income taxes payabledoform to the balance sheet presentation reqeinesiof FIN 48. The Company expects the
ongoing application of FIN 48 may result in morgrsficant discrete items being recognized from qeto period.

The total amount of unrecognized tax benefit audan1, 2007 was $246 million which is includedhe “Accounts payable and other
liabilities” line of the Consolidated Balance Sheets. Includdtié balance of unrecognized tax benefits at Jgriy®2007 were approximate
$74 million of tax positions that, if recognizedowd affect the effective tax rate. As of Januargd07, the Company anticipates that it is
reasonably possible that its liability for unrecizgl state tax benefits may significantly decreaiiein the next twelve months related to the
closing of its statutes of limitations for certaitates. If the Company’s statute of limitationsslo®se for these states during the next twelve
months without adjustment, this would result in @@mpany’s unrecognized state tax benefits decrgdmsi approximately $30 million, of
which $1 million would be recognized as a decraasecome tax expense and the remaining $29 mili®a decrease to goodwill.

It is reasonably possible that the amount of thecwgnized benefit with respect to certain of tlen@any’s tax positions will
significantly increase or decrease within the dextmonths. These changes may be the result ofdhg@ny’s ongoing audits or the
settlement of outstanding issues. At this timeestimate of the range of the reasonably possilitsomes cannot be made.

The Company recognizes interest accrued relatadrecognized tax benefits and penalties in thedime taxes” line item of the
Consolidated Statements of Income. The Companypptbximately $45 million of interest and penaléesrued at January 1, 2007 which
are not included in the opening balance of $24@anilof unrecognized tax benefits. Accrued integesd penalties are included in the
“Accounts payable and other liabilities” line oktiConsolidated Balance Sheets.

The Company or one or more of its subsidiaries fiteome tax returns in the U.S. federal jurisdictand various states and foreign
jurisdictions. As of January 1, 2007, the Companga longer subject to income tax examination leyUksS. federal tax jurisdiction for yee
before 2002. State and local examinations are antisly complete through 1998.

Prior to the spin-off transaction, Western Uniorswart of the FDC consolidated, unitary and condineome tax returns (“combined
tax returns”) through September 29, 2006. As coptatad in certain agreements associated with timeafptransaction, the Company will
indemnified by Western Union for certain taxesibattrable to operations of Western Union with respe@eriods before the spin-off date of
September 29, 2006. Although the Company will lmeemnified by Western Union, the Company remaingtiraary obligor to the tax
authorities with respect to such combined tax retiabilities related to Western Union. Accordinghs of March 31, 2007, FDC had
approximately $118 million of uncertain income tebilities, including interest and penalties, rested related to Western Union operations
with a corresponding receivable from Western Uninoluded in the “Accounts receivable” line of t@ensolidated Balance Sheet, to reflect
the indemnification for such liabilities. The WestéJnion contingent liability is in addition to theDC liability for unrecognized tax benefits
discussed above.
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Note 6: Acquisitions

In January 2007, the Company acquired Size Techiedpinc., a provider of loyalty, stored value arahsaction marketing solutions.
Size Technologies is reported as part of the Bieda Commercial Services segment.

In February 2007, the Company acquired the as$@&atawire Communication Networks, Inc. (“Datawiygén internet-based
transaction delivery company. Datawire is repogegbart of the First Data Commercial Services saggme

In March 2007, the Company acquired Intelligenti®ss a customer data analytics and decision managesoftware provider.
Intelligent Results is reported as part of All Qthed Corporate.

In March 2007, the Company acquired Instant Cashi@ss® (“Instant Cash”), a debit card and ATM payment j@sxing service
provider for community banks, credit unions, tl&riind non-financial institutions. A majority of taat Cash is reported as part of the First
Data Financial Institution Services segment and-¢h@aining portion is reported as part of the Hirata Commercial Services segment.

The aggregate cash paid during the period endedhVaid, 2007, net of cash acquired, for the acdomstwas approximately $240
million. The aggregate preliminary purchase pribecation for these acquisitions resulted in $11iBiom in identifiable intangible assets,
which are being amortized over three to ten yeeade names of $1 million that are being amortizeer three years, and goodwill of $120
million.

The pro forma impact of all 2007 acquisitions ohineome was not material.

In March 2007, the Company signed an agreemertdoile POLCARD SA (“POLCARD”), a merchant acquieerd card issuer
processor in Poland, for approximately $325 millidhe acquisition is subject to approval of relenauthorities, and is expected to be
completed in the second quarter of 2007. POLCARDbei reported as part of the First Data Intermalcsegment.

In April 2007, the Company signed an agreementtuiae FundsXpress, a provider of online banking kit payment services. The
acquisition is expected to be completed in the s@carter of 2007. FundsXpress will be reportepaasof the First Data Financial
Institution Services segment.

Note 7: Investments in Affiliates

Operating results include the Company’s proportierstiare of income from affiliates, which consistieconsolidated investments and
joint ventures accounted for under the equity methfoaccounting. The most significant of theseliatés are related to the Comp’s
merchant bank alliance program.

A merchant bank alliance, as it pertains to investis accounted for under the equity method, isra y@nture between FDC and a
financial institution that combines the processiagabilities and management expertise of the Coynwith the visibility and distribution
channel of the bank. The joint ventures acquirditiend debit card transactions from merchants. Gbmpany provides processing and other
services to the joint ventures and charges fed®etint venture primarily based on contractuaipg. These fees have been separately
identified on the face of the Consolidated Statemsehlincome.

At March 31, 2007, there were eight affiliates acaed for under the equity method of accountingnpased of five merchant alliances
and three strategic investments in companies ateelmarkets. The majority of the equity earnirgiate to the Chase Paymentech alliance.

A summary of financial information for the merchaifitances and other affiliates accounted for ubderequity method of accounting
as follows:
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March 31, December 31

(in millions) 2007 2006
Total asset $5,947.: $ 7,006.¢
Total liabilities $4,936.¢ $ 5,994.

Three months ended

March 31,

(in millions) 2007 2006
Net operating revenus $ 375.¢ $ 331.:
Operating expenst 214 216.2
Operating incom: $ 160.¢ $ 115
Net income $ 152.7 $ 110¢
FDC equity earning $ 68: $ 58t

The primary components of assets and liabilitiessattlement-related accounts as described in §tiighe Consolidated Financial
Statements included in the Company’s Annual Repoform 10-K for the year ended December 31, 2006.

The formation of a merchant joint venture alliamceounted for under the equity method of accourgirerally involves each of the
Company and/or a financial institution contributimgrchant contracts to the alliance and a cash gaty/from one owner to the other to
achieve the desired ownership percentage. The aisgrints reflected above are owned by the alliaandther equity method investees
do not include any of such payments made by thepgaom The amount by which the total of the Compairyvestments in its joint ventures
exceeded its proportionate share of the joint vestunet assets totaled $532.6 million and $538lkomat March 31, 2007 and
December 31, 2006, respectively. The non-goodwittipn of this amount is considered an identifiaibkangible asset that is amortized
accordingly.

Note 8: Borrowings

The Company has a $1.5 billion commercial papegiaim that is supported by a $1.5 billion revolvangdit facility (the “facility”)
which expires on October 24, 2010. As of MarchZ1)7, the Company had no commercial paper borraangstanding under the program.
Interest rates for borrowings under the facilitg Based on market rates. The facility containsocoaty covenants, which are not expected to
significantly affect FDC’s operations. At March 2007, the Company was in compliance with all efsthcovenants.

The Company has lines of credit associated witst Blata Deutschland (formerly Gesellschaft fur Zalgssysteme) which totaled
approximately 160 million euro or approximately $2illion as of March 31, 2007. The Company had.$4illion outstanding against
these lines of credit as of March 31, 2007.

The Company also has a line of credit associatéid @ashcard Australia, Ltd. (“Cashcard”) which &ipdically used to fund ATM
settlement activity. As of March 31, 2007, the lofecredit was 162 million Australian dollars oraipximately $131 million. The Company
did not have any borrowings outstanding againstlthe of credit as of March 31, 2007.

In January 2007, the Company repurchased $32.&omdf its 4.7% senior notes due August 1, 2018, 33nillion of its 4.85% senior
notes due October 1, 2014, and $28.0 million o4i85% senior notes due June 15, 2015. In conpmetith the debt repurchases, the
Company de-designated as a hedge a portion obtziated interest rate swaps so that the porfitmeswaps remaining designated as fair
value hedges corresponded to the remaining prihaipaunt of the corresponding debt instruments. Tampany recognized a $1.4 million
pretax gain upon the debt repurchase.

In accordance with the KKR Merger Agreement, Hrata expects to tender all of its outstanding natesexpects that all the notes
tendered will be purchased at approximately theictpdate of the proposed merger.

Note 9: Comprehensive Income
The components of comprehensive income are assl{m millions):
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Net income

Foreign currency translation adjustm
Unrealized gain on hedging activiti
Unrealized loss on securiti

Spin-off of Western Uniof®

Total comprehensive incon

Three months ended

March 31,

2007 2006
$175.2 $430.1
28.C 13.t
0.9 0.8
(13.9  (19.))
— (0.2)
$190.z $425.]

(@ Amount shown for Western Union for 2006 represéimeschange in other comprehensive income for thaog.

Net gains and losses on securities realized daineghree months ended March 31, 2007 and 2006 iwenaterial.

Note 10: Segment Information

For a detailed discussion of the Company’s prirspkgarding its operating segments refer to Not® the Consolidated Financial
Statements included in the Company’s Annual Repoform 10-K for the year ended December 31, 2006.

The following table presents the Company’s opegasiegment results for the three months ended MatcB007 and 2006:

First Data
First Data Financial Integrated All Other

Three months ended March 31, 2007 Commercial Institution First Data Payment and
(in_millions) Services Services International Systems Corporate Totals
Revenues

Transaction and processing service $ 6137 $ 29571 $ 283¢ $ 147 $ 871 $1,294.:

Investment income, ni 13.¢ — 2.8 14.C — 30.€

Product sales and oth 93.t 16.€ 59.: 0.2 18.2 188.(

Reimbursable debit network fees, postage and 229t 173.% 8.8 1.4 0.6 413.¢

Equity earnings in affiliate® 68.1 — 7.6 — 1.C 77.C

Interest incom 0.2 — 4.1 0.3 3.4 8.C
Total segment reporting revent $1,018.¢ $ 4852 $ 366.f $ 30.6 $ 110.€ $2,011.
Internal revenue and pretax equivale $ 51 $ 9¢ % 1.C $ 631 $ 11: $ 90.4
External revenu 1,013.° 475.3 365.5 (32.5) 99.2 1,921.:
Depreciation and amortizatic 79.1 38.¢ 50.C 2.C 10.¢ 180.¢
Operating profit (loss 225.1 96.7 35.C 1.4 (36.9) 321.:
Restructuring, impairments, investment gains aosisgs) and debt

repayment gail (2.8 0.1 0.t (17.9) 1.3 (18.9)
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First Data
First Data Financial Integrated
Commercial Institution All Other

Three months ended March 31, 2006 First Data Payment and
(in millions) Services Services International Systems Corporate Totals
Revenues

Transaction and processing service i $ 582¢€¢ $ 2887 $ 207.C $ 15& $ 85z $1,179.

Investment income, ni 11.7 — 3.2 20.C — 34.¢

Product sales and oth 95.2 3.7 42.¢ — 31.¢ 173.7

Reimbursable debit network fees, postage and 184.¢ 152.¢ 41 0.1 1.0 342.¢

Equity earnings in affiliate® 59.7 — 5.8 — — 65.5

Interest incom 0.2 — 1.C — 1.7 2.9
Total segment reporting revent $ 9344 $ 4452 $ 263.¢ $ 35¢ $ 119.6 $1,799.
Internal revenue and pretax equivale $ 64 $ 127 $ 14 $ 62¢ $ 117 $ 951
External revenu 928.( 432.5 262.t (27.0 108.1  1,704.:
Depreciation and amortizatic 77.7 38.€ 42.1 4.C 11.€ 174.C
Operating profit (loss 214.¢ 84.2 29.1 7.2 (16.7) 319.c
Restructuring, litigation and regulatory settlensemther and

investment gains and (losst (24.9 0.2 1.C 102.¢ 0.1 89.2

A reconciliation of reportable segment amounth€ompany’s consolidated balances is as followsiilions):

Three months
ended March 31,

2007 2006
Revenues
Total reported segmen $1,901.. $1,679.
All other and corporat 110.€ 119.¢
Subtotal 2,011 1,799..
Equity earnings in affiliate® (77.0) (65.5)
Interest incom (8.0 (2.9
Eliminations®) (90.9) (95.7)
Consolidatec $1,836.0 $1,635.
Income before income taxes, minority interest, goearnings in affiliates and discontinued
operations
Total reported segmen 358.2 335.¢
All other and corporat (36.9 (16.7)
Subtotal 321.% 319.%
Interest expens (34.5 (57.€
Minority interest from segment operatidfs 29.4 28.¢
Equity earnings in affiliate (68.3) (58.5)
Restructuring, ne (2.0 0.8
Impairments (16.9) —
Litigation and regulatory settlemer — (15.0
Other — 0.3
Investment gains and (losst (1.9 103.1
Divestitures, ne 1.C 5.8
Debt repayment gai 1.4 —
Eliminations® (60.7) (59.9)
Consolidatec $ 169 $ 267.
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@  Excludes equity losses that were recorded in expand the amortization related to the excess ahthestment balance over the
Company’s proportionate share of the investee’daek value.

®  Represents elimination of an adjustment to recotelgrated Payment Systems segment investment inanchiés related operating
profit on a pretax equivalent basis and eliminatibintersegment revenue.

©  Excludes minority interest attributable to itemsleded from segment operations as well as minarigrest related to interest expense
and income taxes.

Segment assets are as follows (in millions):

December 31

March 31,
2007 2006
Assets:
First Data Commercial Servic $12,243.( $ 13,235.°
First Data Financial Institution Servic 2,496.¢ 2,385.¢
First Data Internations 3,405.( 3,548.;
Integrated Payment Systel 13,333.! 14,422
All Other and Corporat 1,214.: 868.(
Consolidatec $32,692.. $ 34,460.

Note 11: Commitments and Contingencies

On or about April 3 and 4, 2003, two purported lastion complaints were filed on behalf of thelfubolders of Concord’s common
stock (excluding shareholders related to or aféibwith the individual defendants). The defendamthose actions were certain current and
former officers and directors of Concord. The cammitk generally alleged breaches of the defenddnty’ of loyalty and due care in
connection with the defendants’ alleged attempsieibConcord without maximizing the value to shaldbrs in order to advance the
defendants’ alleged individual interests in obtagnindemnification agreements related to litigatgainst Concord and its directors alleging
Concord’s financial statements were materially edding and other derivative litigation. The compisisought class certification, injunctive
relief directing the defendants’ conduct in coni@ctivith an alleged sale or auction of Concordsogmble attorneys’ fees, experts’ fees and
other costs and relief the Court deems just angdgsr@dn or about April 2, 2003, an additional putpd class action complaint was filed by
Barton K. O’Brien. The defendants were Concord egrdain of its current and former officers and dices. This complaint contained
allegations regarding the individual defendant&Egdd insider trading and alleged violations ofusiies and other laws and asserted that this
alleged misconduct reduced the consideration affeseéConcord shareholders in the merger betweerd@drand a subsidiary of the
Company (the “Concord Merger”). The complaint saugjhss certification, attorneys’ fees, expert€secosts and other relief the Court
deems just and proper. Moreover, the complaint sdsght an order enjoining consummation of the Gah#erger, rescinding the Concord
Merger if it is consummated and setting it asidawarding rescissory damages to members of théiyritdass, and directing the defendants
to account to the putative class members for uiipedamages. These complaints were consolidatedsecond amended consolidated
complaint filed September 19, 2003 into one acflarRe: Concord EFS, Inc. Shareholders Litigationthe Shelby County Circuit for the
State of Tennessee.

On October 15, 2003, the plaintiffs In Re: ConcBF, Inc. Shareholders Litigation moved for leavéle a third amended
consolidated complaint similar to the previous ctaimgs but also alleging that the proxy stateméstidsures relating to the antitrust
regulatory approval process were inadequate. Aandt dismiss was filed on June 22, 2004 alledirag the claims should be denied and are
moot since the Concord Merger has occurred. Onligctd8, 2004, the Court heard arguments on thatgfa motion to amend complaint
and defendant’s motion to dismiss. On Septembe2@@5, the Court granted the plaintiff’s motiorfite a third amended complaint. In early
November 2006, Concord filed a motion to dismissttiird amended complaint. The Company intendsgoreusly defend the action and
estimate of possible losses, if any, cannot be raat@s time.

On July 2, 2004, Pamela Brennan, Terry Crayton,2enth Martinez filed a class action complaint @half of themselves and all oth
similarly situated in the United States Districtu€ofor the Northern District of California agairtee Company, its subsidiary Concord EFS,
Inc., and various financial institutions (“BrennanPlaintiffs claim that the defendants violateditamst laws by conspiring to artificially
inflate foreign ATM fees that were ultimately chadgto ATM cardholders. Plaintiffs seek a declarajodgment, injunctive relief,
compensatory damages, attorneys’ fees, costs ahdosioer relief as the nature of the case may reguias may seem just and proper to the
court. Five similar suits were filed and servedity, August and October 2004,
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two in the Central District of California (Los Anigs), two in the Southern District of New York, ame in the Western District of
Washington (Seattle). The plaintiffs sought to hall®f the cases consolidated by the Multi Didttitigation panel. That request was denied
by the panel on December 16, 2004 and all cases tnaersferred to the Northern District Court of i€ashia and assigned to a single judge.
All cases other than Brennan were stayed. Subsdguarseventh lawsuit was filed in the DistrictAiska, which thereafter was also
transferred to the Northern District of Califor@iad assigned to the same judge.

In Brennan, on May 4, 2005, the Court ruled on Ddéats’ Motion to Dismiss and Motion for Judgmenttbe Pleadings. The Court
did not dismiss the complaint, except for a techiniismissal of the claims against First Data Coapon, Bank One Corporation and
JPMorgan Chase. On May 25, 2005, the plaintifedfihn amended complaint which clarified the bamisfieging that the holding compani
First Data Corporation, Bank One Corporation arlddigan Chase, were liable. On July 21, 2005, Cahfited a motion for summary
judgment seeking to foreclose claims arising dferuary 1, 20(—the date that Concord acquired the STAR networkAQgust 22, 2005,
the Court also consolidated all of the ATM intenehea cases pending against the defendants in Brewmah will now be referred to
collectively as the “ATM Fee Antitrust Litigation©n September 14, 2006, a hearing on Concord’sdvidor Summary Judgment was held.
On November 30, 2006, the Court issued an ordéténminated the pending motion and requested éurdiscovery on the limited issue of
procompetitive justifications for the fixed ATM mrchange by March 1, 2007. The Company intendggwreusly defend the action and an
estimate of possible losses, if any, cannot be raati@s time.

On April 1, 2007, and as previously discussed iteNd and 3, the Company entered into an AgreearghPlan of Merger (the
“Merger Agreement”) with New Omaha Holdings L.PDelaware limited partnership, and its wholly-owrsedbsidiary Omaha Acquisition
Corporation, a Delaware corporation. New Omaha gklL.P. is controlled by affiliates of KKR. Undire terms of the Merger Agreeme
each issued and outstanding share of common sfabke €ompany generally would be cancelled and eded into the right to receive
$34.00 in cash, without interest, as of the effectime of the proposed merger. Four purportedscasion lawsuits have been filed against
the Company and its directors challenging the ety which the Company agreed to enter into thegbteAgreement.

These purported class action complaints generbdigeathe members of the Company’s Board of Dinechweached their fiduciary
duties of care and loyalty by entering into the §ggrAgreement without regard to the fairness oftthesaction to the Company’s
shareholders or the maximization of shareholdarezalhe complaints also allege that the CompanjoatKR aided and abetted the
directors’ breaches. The complaints generally steds certification, an order enjoining consumnratibthe proposed merger, rescinding the
proposed merger if it is consummated and settiagitte or awarding rescissory damages to membéhe alass, directing the defendants to
exercise their fiduciary duties and account todlass members for unspecified damages, imposimgstrictive trust in favor of the class for
benefits improperly received by the defendants,amarding costs and disbursements, including redderattorneys’ fees, experts’ fees and
other costs and relief the Court deems just andgsrd’he Company believes that the complaints @reowt merit and intends to vigorously
defend them. An estimate of possible losses, if aagnot be made at this time.

Each of the Company and KKR have certain rightetminate the Merger Agreement. The Company mayitette the Merger
Agreement under certain conditions, including & Board of Directors determines in good faith thhas received a superior proposal or the
Board of Directors determines that failure to teraté would be inconsistent with its fiduciary dstién connection with such a termination,
the Company must pay KKR a $700 million fee, exdhgpt if the termination is in connection with &eaver proposal from an excluded p:
the fee will be $250 million.

If KKR breaches certain representations, warrantibBgations or if KKR fails to effect the closiraad/or satisfy its obligations
regarding payment of the proposed merger considetahe Company may also terminate the Merger &guent under certain conditions.
Upon such termination, KKR must pay the Company@0$million fee.

To accomplish the Western Union spin-off, the Comypeffected the contribution to Western Union af #ubsidiaries that operate
Western Union’s business and related assets oasais,"where is” basis without any representatwnsarranties. The Company generally
has not retained any of the liabilities associatét the subsidiaries or assets contributed to Bradtnion, and Western Union and the
contributed subsidiaries have agreed to performfalfil all of the liabilities arising out of theperation of the contributed money transfer
consumer payments businesses. Western Union agsiadiemnified the Company for taxes attributablévestern Union with respect to
periods before the spin-off.

In the normal course of business, the Companyliestito claims and litigation, including indemidiion obligations to purchasers of
former subsidiaries. Management of the Companyebes that such matters will not have a materiatesbreffect on the Company’s results
of operations, liquidity or financial condition.

In addition, the Company has certain guaranteegduéd in leases and other agreements wherein tng&y is required to relieve the
counterparty in the event of changes in the taxeandates. The Company believes the fair valusuoh guarantees is insignificant due to the
likelihood and extent of the potential changes.
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Note 12: Employee Benefit Plans
The following table provides the components ofperiodic benefit expense from continuing operatifmmghe Company’s defined
benefit pension plans:

Three months ended

March 31,
(in millions) 2007 2006
Service cost: $ 27 $ 27
Interest cost 9.C 7.8
Expected return on plan ass (9.3 (8.0
Amortization 2.1 2.2
Net periodic benefit expense from continuing operst $ 4F $ 47

The Company estimates the pension plan contribsifi@n2007 to be approximately $30.4 million. Dgrithe three months ended
March 31, 2007, $1.4 million was contributed to th&. plan and $7.2 million was contributed to théted Kingdom plan.

Note 13: Stock-Based Compensation

For a detailed description of the Company’s stamkpensation plans, refer to Note 15 of the Conatdid Financial Statements
included in the Company’s Annual Report on FormKlfdr the year ended December 31, 2006.

Total stock-based compensation expense recogmizbe iConsolidated Statements of Income resultioigp fstock options, non-vested
restricted stock awards, non-vested restricteckaiods as well as the employee stock purchase (BEBPP”) was $27.8 million and $21.0
million for the three months ended March 31, 200@ 2006, respectively. Stock-based compensatioareseis recognized in the “Cost of
services” and “Selling, general and administratiieé items of the Consolidated Statements of Ineom

As discussed in Note 3 above, vesting of FDC stptlons, restricted stock awards and restricteckstimits would be accelerated upon
closing of the proposed merger. As a result, asdragg the proposed merger is approved and exedudéders of stock options would
receive cash equal to the intrinsic value of tharalw based on a market price of $34.00 per shaite tiders of restricted stock awards and
restricted stock units would receive $34.00 perelracash, without interest. Vesting of Westernddroptions, restricted stock awards and
restricted stock units held by FDC employees waldd be accelerated upon closing of the proposedanelhe acceleration of the vesting
period would result in a corresponding acceleratibexpense recognition associated with the abotedawards.

Sock Options and Employee Sock Purchase Plan Rights

Stock options granted during the three months eiiedh 31, 2007 have exercise prices equivaletita@ommon stock’s fair market
value at the date of grant, generally have 10-terans and become exercisable in four equal annaeginents beginning 12 months after the
date of grant.

The fair value of FDC stock options granted and E&Bhts for the three months ended March 31, 20@72006 was estimated at the
date of grant using a Black-Scholes option priaimadel with the following weighted-average assumio

Stock Options
Three Months Three Months

Ended Ended
March 31, 200° March 31, 200¢
Risk-free interest rat 4.65% 4.5%
Dividend yield 0.4<% 0.5¢%
Volatility 23.42% 23.64%
Expected term (in year 5 year 5 year
Fair value $ 7 $ 7
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ESPP
Three Months Three Months
Ended Ended

March 31, 2007 March 31, 200¢
Risk-free interest rat 4.6% 4.7(%
Dividend yield 0.4<% 0.58%
Volatility 23.91% 23.46%
Expected term (in year 0.2t 0.2t
Fair value $ 5 $ 5

A summary of FDC stock option activity for the tammonths ended March 31, 2007 is as follows (optamd aggregate intrinsic value
in millions):

2007
Weighted-
Weighted- Average
Remaining  Aggregate
Average  Contractual

Exercise Intrinsic
Options Price Term Value
Outstanding at January 471 $ 21
Granted 7.C % 25
Exercisec 27 $ 18
Cancelled / Forfeite 0.2 $ 25
Outstanding at March & 51z $ 22 6 year $ 303.¢

Options exercisable at March

w
~N
I
©“

21 5year $ 269.7
As of March 31, 2007, there was approximately $&#ian of total unrecognized compensation costtedao non-vested stock options
which is expected to be recognized over a weightextage period of 3.1 years.

Restricted Stock Awards and Restricted Stock Units

Restricted stock awards and restricted stock wete granted during the three months ended MarcB@®17. These awards generally
vest in three equal annual increments beginningvev@onths after the date of grant.

A summary of FDC restricted stock award and re®tdistock unit activity as of March 31, 2007 id@kws (awards/units in millions):

2007
Weighted-
Average

Grant-

Date
Awards/Units Fair Value
Non-vested at January 1.1 $ 24
Granted 34  $ 25
Vested 0.3 % 26
Forfeited 0C $ 25
Non-vested at March 3 42  $ 25

As of March 31, 2007, there was approximately $9fan of total unrecognized compensation costtediato non-vested restricted
stock awards and restricted stock units which feeted to be recognized over a weighted-averagedoef 2.8 years.

Note 14: Discontinued Operations

The Company'’s financial statements reflect NYCEgoation (“NYCE”), PPS, IDLogix, Western Union amdxware as discontinued
operations. The results of operations of thesdiestire treated as income from discontinued ojpastnet of tax, and separately stated on
the Consolidated Statements of Income, below incfsare continuing operations.
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NYCE was divested in 2004, PPS and IDLogix weressligd in July 2006, Western Union was spffrin September 2006 and Taxw.
was divested in November 2006.

Income from discontinued operations for the thremths ended March 31, 2007 resulted most signifigdirom a discrete net tax
benefit related to Western Union.

During the first quarter of 2006, an adjustmertti® NY CE sales price was finalized resulting iredditional charge of $1.6 million,
which was presented in discontinued operationsvasi$1.0 million net of taxes.

Discontinued operations for the three months emdadth 31, 2006 also includes non-recurring sepamatosts of $2.5 million related
to the spin-off of Western Union, which consistgipally of investment banker fees, external legad accounting fees to affect the spin-off,
costs to separate information systems and congudtists incurred to assist in managing the spinkaffthermore, discontinued operations
include interest expense of $11.1 million allocabeded upon a percentage of net assets in accerdathcEITF No. 87-24 “Allocation of
Interest to Discontinued Operations.” In additioartain corporate expenses were allocated to disemud operations in accordance with
EITF 87-24 and were limited to specifically iderdtd costs and other costs, such as corporate shareides, which support segment
operations. These costs represent those that listeeitally been allocated to and recorded by tbenffany’s operating segments as an
expense with the exception of the addition of dershare-based compensation expenses and pensiefit bt previously allocated.

The following table presents the summarized resfltiscontinued operations for the three montrdedrMarch 31, 2006 (in millions):

Three months ende
March 31, 2006

Revenue $ 1,067.:
Expense! 745.
Operating profit 321.¢
Other income (expens (11.9)
Income before income tax 310.1
Income taxe: 101.:
Minority interest, net of ta (0.7)
Equity earnings in affiliate 2.3
Income from discontinued operatia $ 210.¢
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ITEM 2.
Overview

First Data Corporation (“FDC” or “the Company”),twiheadquarters in Greenwood Village, Coloradorates electronic commerce
businesses providing services that include merdnansaction processing and acquiring servicesitgmetail and debit card issuing and
processing services; official check issuance; &tk guarantee and verification services. FDC dperia four business segments: First Data
Commercial Services, First Data Financial InstitotServices, First Data International and Integr&ayment Systems (“IPS”). Western
Union was a separate operating segment prior 8pitsoff in September 2006 at which point it wallacted in discontinued operations.

For a detailed discussion regarding the Comparagsnents, the businesses within each segment, Hieess strategies of the Company
and each segment, business trends affecting thep&womand certain risks inherent in the Company&rass, see “Item 7: Management's
Discussion and Analysis of Financial Condition &w®bults of Operations” in the Company’s Annual Repa Form 10-K for the year ended
December 31, 2006.

Official Check and Money Order Wirdiown

In the first quarter 2007, the Company announcethient to wind-down the official check and mormegler business included within
the IPS business segment. The Company expectsitidedawn of the majority of the business to take te three years in order to honor
existing customer contracts. By the end of 200& Gbmpany will reposition the majority of the intraent portfolio associated with this
business from long-term municipal bonds to sharitavestments. During the first quarter 2007, @lmnpany converted approximately 5%
of this portfolio into short-term investments rdslg in a net realized loss of $2.0 million includi@ the “Investment income” line of the
Consolidated Statements of Income. The net lossg@asrated by selling un-hedged instruments an@€dmepany does not believe this is
indicative of expectations regarding the remairafehe portfolio. In the first quarter 2007, ther@pany recognized a $16.3 million
impairment charge related to goodwill and intangiaésets associated with the wind-down.

2007 Financial Summary
Significant financial and other measures for thartgr ended March 31, 2007 included:

» Total revenues increased 12% from first quartet620iBh Commercial Services and Financial Institat®ervices segments’
revenue each growing 9% and the International sat's revenue growing 399

» Net cash provided by operating activities from awnhg operations increased 65% to $440.1 millionthe three months end
March 31, 2007 compared to the corresponding peni@d06. During the first quarter 2007, the Compdisbursed $239.9
million for business and portfolio acquisitionst v&cash acquired, and $97.7 million for capitgbenditures

* Infirst quarter 2007 compared to the same pend?di06, domestic merchant transactions increas&gdtt 3.5 billion; domestic
debit issuer transactions increased 19% to 2.whjland international transactions increased 26%2 billion.

Proposed Merger

On April 1, 2007, the Company entered into an Agreet and Plan of Merger (the “Merger Agreementthvein affiliate of Kohlberg
Kravis Roberts & Co. (“KKR”). Should the propose&mer be approved and executed, as of the effedtiteeof the proposed merger, each
issued and outstanding share of common stock aCtimepany will generally be cancelled and conventéa the right to receive $34.00 in
cash, without interest. Additionally, vesting of EBtock options, restricted stock awards and mettistock units would be accelerated upon
closing of the proposed merger. As a result, heldéstock options would receive cash equal tanthisic value of the awards based on a
market price of $34.00 per share while holdersesfricted stock awards and restricted stock unitslaévreceive $34.00 per share in cash,
without interest. Vesting of Western Union optiorestricted stock awards and restricted stock unatd by FDC employees would also be
accelerated upon closing of the proposed merger.atheleration of the vesting period would resul corresponding acceleration of
expense recognition associated with the above restedds.
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The Merger Agreement contains a “go-shop” provigiarsuant to which the Company may solicit and tiatmcompeting takeover
proposals until May 22, 2007. The solicitationsidgrthis period may or may not result in an altékeatransaction to that of KKR. On or
after May 22, 2007, the Company is subject to ashop” provision which restricts its ability to gmt, discuss or negotiate competing
proposals, other than with persons that have maakeaver proposal during the go-shop period.

The Merger Agreement contains certain operatingoants with respect to FDC pending the consummatitime proposed merger.
During the period from the date of the Merger Agneat to the date the proposed merger is consummtae€ompany will carry on its
business in all material respects in the ordinatyrse consistent with past practice. The Compatiyuse its reasonable best efforts to
preserve its business organizations intact andtainiexisting relations and goodwill with governrtedrentities, alliances, customers,
suppliers, employees and business associatesditioa the Merger Agreement contains certain dpecéstrictions or limitations on the
activities of the Company, subject to the recefg prior written consent from KKR, which consesiniot to be unreasonably withheld.

The Company may terminate the Merger Agreementuceleain conditions. In connection with such artieation, the Company must
pay KKR a $700 million fee, except that if the témation is in connection with certain takeover msals, the fee will be reduced to $250
million. The Company may also terminate the Merygreement under certain conditions if KKR breacbexdain representations, warranti
obligations or if it fails to affect the closing@or satisfy its obligations regarding paymenttef proposed merger consideration. Upon such
termination, KKR must pay the Company a $700 milifee.

Consummation of the proposed merger is subjeatersal conditions, including the adoption of therlyex Agreement by the
Company’s stockholders, the absence of certairl leggediments, the obtaining of certain foreign auwdanestic regulatory approvals and
other customary closing conditions. The Companyeetgpto consummate the proposed merger by thefehd third quarter 2007.

2007 Acquisitions

* In February 2007, the Company acquired the as$&atawire Communication Networks, Inc. (“Datawifean internet-based
transaction delivery company. Datawire is repodegbart of the First Data Commercial Services segr

* In March 2007, the Company acquired IntelligentiRss a customer data analytics and decision managesoftware provider.
Intelligent Results is reported as part of All Qthed Corporate

* In March 2007, the Company acquired Instant Cashi@ss® (“Instant Cash”), a debit card and ATM payment j@ssing service
provider for community banks, credit unions, tl&riind non-financial institutions. A majority of taat Cash is reported as part of
the First Data Financial Institution Services segtand the remaining portion is reported as pathefFirst Data Commercial
Services segmer

* In March 2007, the Company signed an agreemerddqoige POLCARD SA (“POLCARD”), a merchant acquieard card issuer
processor in Poland. The acquisition is subjetihécapproval of relevant authorities, and is expeé:td be completed in the second
quarter of 2007. POLCARD will be reported as pdithe First Data International segme

e In April 2007, the Company signed an agreementtuise FundsXpress, a provider of online banking lill payment services.
The acquisition is expected to be completed irstr@nd quarter of 2007. FundsXpress will be repdaatepart of the First Data
Financial Institution Services segme

Companywide Initiatives

The Company plans to begin its U.S. data centesal@ation initiatives during 2007, upon approvgltbe Board of Directors. The
Company plans to reduce its U.S. data centerdran3the current total of 12. Command centers béllreduced to 2 from the current total of
7. The estimated cost in 2007 related to these ibititives is expected to be approximately $48iam consisting of approximately $24
million in capital expenditures and approximateBi $nillion of direct project costs. The cost of #tire project is currently estimated to be
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approximately $225 million, of which approximatéi§45 million relates to capital expenditures angrapimately $80 million to direct
project costs. The Company expects to incur thests deginning in the second quarter of 2007 thrdhg second half of 2009, when the
project is expected to be completed. The Compahysestic platform consolidation and its global sng initiative are still under
development. Internationally, the Company has diyedosed one European data center, and anticipbisisig another in the second quarter
of 2007. The European mainframe data center cafetadn is expected to be mostly complete in 2008.

Results of Operations

The following discussion for both consolidated tessand segment results refers to the three mamtied March 31, 2007 versus the
same period in 2006. Consolidated results shouleéde in conjunction with segment results, whiabvaie more detailed discussions
concerning certain components of the Consolidatate®ents of Income. All significant intercompargaeunts and transactions have been
eliminated.

Consolidated Results

Three months ended March 31, Change
% of % of
Total Total
(in millions) 2007 Revenug 2006 Revenug Amount %
Revenues
Transaction and processing service 1 $1,267." 70% $1,148. 70% $119. 10%
Investment income, ni (30.9 2)% (24.9) (2)% (5.5) NM
Product sales and oth 188.( 10% 172.2 11% 15.¢ 9%
Reimbursable debit network fees, postage and 410.¢ 22% 340.( 21% 70.€ 21%
$1,836.: 100% $1,635." 10C%  $200.¢ 12%
Expenses
Cost of service $ 835 46% $ 731.¢ 44%  $103.¢ 14%
Cost of products sol 74.2 4% 66.¢ 4% 7.5 11%
Selling, general and administrati 302.2 16% 270.2 17% 31.¢ 12%
Reimbursable debit network fees, postage and 410.¢ 22% 340.( 21% 70.€ 21%
Other operating expenses, 18.c 1% 13.€ 1% 4.4 NM
$1,640.¢ 89%  $1,422.¢ 87% $218.% 15%

NM- Not Meaningful

Operating revenues overview

The following provides highlights of revenue growthile a more detailed discussion is included m‘tBegment Results” section
below:

Transaction and processing service fees

» First Data Commercial Services segment—Revenueased for the first quarter 2007 versus the samedp@ 2006 mostly due
to growth of existing clients resulting from incsea transaction volume

» First Data Financial Institution Services segmeRevenue increased for the first quarter 2007 veteeisame period in 2006 m
significantly from the growth of existing clientsupially offset by price compressia

» First Data International segment—Revenue increasést quarter 2007 compared to first quarter @@@ost significantly from
acquisitions followed by growth of existing clierad benefit from foreign currency exchange rate@entents

Investment income, net

e The decrease in investment income during the tmaeths ended March 31, 2007 compared to the sarape 2006 was drive
by the IPS segment’s official check business dugstog interest rates that caused commissionstpaidficial check agents to
increase and net realized losses of $2.0 milliothersale of portfolio investments in conjunctioithithe wind-down of the
official check and money order busine
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Product sales and other

e Product sales and other increased for the threehm@mded March 31, 2007 from the comparable 2@0i6g due to the impact
acquisitions, increased contract termination faasd, increased leasing revenue patrtially offset bg@aease in patent incon

Reimbur sable debit network fees, postage and other

» The increases in reimbursable debit network feestgge and other revenue and the correspondingnexer the three months
ended March 31, 2007 versus the same period in 2@d6 due to increases in debit network fees rieguiitom the continued
growth of PIN-debit transaction volumes. In addition, postagemnere increased due largely to new busir

Operating expenses overview

Cost of services

* The increase in cost of services for the three hwahded March 31, 2007 over the same period ifi 2@ attributable largely to
acquisitions and increased employee related expe@ast of services, as a percentage of transaatidiprocessing service fee
revenue, increased for the three months ended MErcR007 compared to the same period in 2006resudt of the items noted
above.

Cost of products sold

e Cost of products sold increased in the first quaz@®7 in comparison to the same period in 2006 &Esult of increases in costs
associated with the sale and leasing of termil

Sdlling, general and administrative

» Selling, general and administrative expenses iseg# the three months ended March 31, 2007 vénsusomparable period in
2006 due to the impact of acquisitions, legal arwbanting fees related to the private equity tratisa and to a lesser extent, an
increase in employee related expenses, includiagedtased compensation. Selling, general and astnsitive expenses, as a
percentage of transaction and processing servicesteenue, increased slightly in first quarter 260mpared to first quarter 2006
due to the items noted abo

Other operating expenses, net

Other operating expenses related to restructuiimggirments, litigation and regulatory settlemeansl other totaled net charges of $.
million and $13.9 million for the three months edddarch 31, 2007 and 2006, respectively, and azsgnted on the Consolidated Statem
of Income under those respective descriptions.

2007 Activities

The Company recorded restructuring charges contpaseeverance totaling $2.8 million for the threenths ended March 31, 2007
resulting from efforts to improve the overall effincy and effectiveness of the sales and salesuigams within the Commercial Services
segment. Severance charges resulted from the taionirof approximately 230 sales related employpeasprising approximately 10% of the
segment’s regional sales, cross-sale and salesiugrganizations. The Company estimates cost gaviesulting from 2007 restructuring
activities of approximately $9 million in 2007 aagproximately $12 million on an annual basis. R#ytioffsetting the charges are reversals
of prior period restructuring accruals of $0.8 i,

The following table summarizes the Company’s wtiian of restructuring accruals from continuing i@®ns for the three months
ended March 31, 2007 (in millions):
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Employee Facility
Severanci Closure
Remaining accrual at January 1, 2( $ 27.1 $ 1€
Expense provisio 2.8 —
Cash payments and ott (7.8 (0.4
Changes in estimati (0.9 —
Remaining accrual at March 31, 2C $ 21: $ 12

During the first quarter 2007, the Company recoraetiarge of $16.3 million related to the impairtn&ingoodwill and intangible asst
associated with the wind-down of the Company’soidficheck and money order business.

2006 Activities

Restructuring charges during the first three moofiZ006 related to a facility closure associatétth westructuring actions taken in the
fourth quarter 2005. The facility was vacated aMafch 31, 2006. Offsetting the charges are rel®rdgrior period restructuring accruals
$1.2 million.

In the first quarter 2006, the Company recordedm®million settlement associated with a patefitigement lawsuit against
TeleCheck, clearing all past and future claims.

Interest income

Interest income increased in the first quarter 28@Mpared to the first quarter 2006 most signifilyadiue to increased cash balances in
certain international locations as well as fromuasitjons and secondly from increased interesttate

Interest expense

Interest expense decreased in the first quarter 26pared to the first quarter 2006 as a resutieflebt for debt exchange related to
the Western Union spin-off and the related repayroédebt in September, November and December 26@6January 2007 partially offset
by higher average interest rates.

Investment gains and losses, net

The majority of the decrease in investment gainslasses, net is due to the Company recognizingt smmestment gain of $102.9
million in the first quarter 2006 associated witlterest rate swaps not qualifying for hedge acdngnDuring the first quarter 2007, net
investment losses resulted from a loss on theasalémpairment of certain strategic investmentsadditional loss resulted from the
recognition of a transition adjustment associatétl the January 2001 adoption of Statement of Fr@mccounting Standards No. 133,
“Accounting for Derivative Instruments and Hedgifsgtivities” (“SFAS 133”) related to the Company’sdasion to wind-down the official
check and money order business. Partially offsgtiiese losses were gains resulting from the $alertain strategic investments.

Divestitures, net

During the three months ended March 31, 2007, thvagany recognized a benefit resulting from theasgeof an excess divestiture
accrual due to the expiration of certain contingesncDuring the three months ended March 31, 20@6Company recognized gains on the
sale of corporate aircraft.

Debt repayment gain

During the first quarter 2007, the Company recoraeet gain of $1.4 million related to the earlgagment of long-term debt at a
discount from the principal amount.

Income taxes

FDC'’s effective tax rate on pretax income from amuing operations was 17.9% and 25.9% for the thmeaths ended March 31, 2007
and 2006, respectively. The non-taxable interesirime from the IPS municipal bond portfolio sigrdditly impacted the effective tax rate
from continuing operations, reducing the statutatg by approximately 18 and 14 percentage poant2307 and 2006, respectively. The
calculation of the effective tax rate includes mufsthe equity earnings in affiliates and minoiityerest in pretax income because these items
relate principally to entities that are considepeds-through entities for income tax purposes.
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The decrease in the effective tax rate in the fjtstrter 2007 compared to 2006 resulted most signifly from the above noted non-
taxable interest income being a larger portionreftax income in 2007 as well as a larger foregorate differential and tax credits, partially
offset by other less significant items.

Minority interest

Most of the minority interest expense relates sm@ompany’s consolidated merchant alliances. Tightihcrease in expense for the
three months ended March 31, 2007 compared toatine period in 2006 was due to an increase in tlameds’ income in 2007.

Equity earnings in affiliates

The increase in equity earnings in affiliates foe three months ended March 31, 2007 comparecttsatime period in 2006 resulted
most significantly from increased merchant trarisactolume in the merchant alliances. Earningsmoélliance were also improved due to a
beneficial change in its portfolio mix and loweppessing rates.

Diluted earnings per share

Diluted earnings per share (“EPS”) from continuapggrations decreased in the first quarter 2007 emetpto the same period in 2006
due to the items noted above.

Segment Results

For a detailed discussion of the Company’s prirspkgarding its operating segments, refer to “lfetanagement’s Discussion and
Analysis of Financial Condition and Results of Ggiems” in the Company’s Annual Report on Form 1@Kthe year ended December 31,
2006.

First Data Commercial Services Segment Results

Three months ended March 31, Change
% of % of
Segmen Segmen

(in_millions) 2007 Revenue¢ 2006 Revenue Amount Y%
Revenues
Transaction and processing service $ 523t 51% $ 504.c 55% $ 19.1 4%
Check service 90.2 9% 78.2 8% 12.C 15%
Product sales and oth 93.t 9% 95.2 10% 1.9 @%
Reimbursable debit network fees, postage and 229t 23% 184.¢ 20% 44« 24%
Equity earnings in affiliate 68.1 7% 59.7 6% 8.4 14%
Other revenu 14.C 1% 11.¢ 1% 2.1 18%
Total revenue $1,018.¢ 10% $ 934. 10% $ 84.4 9%
Operating profit $ 225.1 $ 214.¢ $ 10.5 5%
Operating margil 22% 23% (2)pt
Key indicators:

Domestic merchant transactiofis 6,521.( 5,795.¢ 725.2 13%

@  Domestic merchant transactions include acquired\d8d MasterCard credit and signature debit, PINitdelectronic benefits
transactions, and processed-only or gateway custoaresactions at the point of sale (“POS”). Dorwasterchant transactions also
include acquired ATM transactions, gateway transastat ATMs, and STAR PINebit POS transactions received from other accl
Transactions for 2006 have been adjusted to conforcarrent year presentation.
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Summary

First Data Commercial Services segment revenueased for the three months ended March 31, 200 pa@d to the same period in
2006 driven most significantly by merchant acqugrimcluding equity earnings in affiliates, andateld services. Most of this growth was
driven by growth of existing clients due to increddgransaction volumes and increased debit netfeak Also contributing to growth was an
increase in Electronic Check Acceptance (“ECA”)qassing revenue upon expansion into more locatiblesge national retailers.
Additionally, in the third quarter 2006, the Compdregan classifying commission payments to ceitalependent sales organizations
(“1ISO”) as expense rather than netting them agaastnue consistent with the Company’s accountingther similar arrangements which
contributed approximately 1% to the segment’s rereegrowth rate in the first quarter 2007.

Transaction and processing service fees revenue@uity earnings in affiliates

The components of transaction and processing sefe@s revenue and equity earnings in affiliatesHe three months ended March
2007 and 2006, respectively, are:

Three months ended

March 31, Change
(in millions) 2007 2006 Amount %
Acquiring revenue $ 448.2 $ 4295 $18. 4%
Prepaid revenu 27.2 26.€ 0.3 1%
Processing revenue charged to unconsolidated merali@ances 48.C 48.C 0.C 0%
Total transaction and processing reve 523.t 504 .2 19.1 4%
Equity earnings in affiliate 68.1 59.7 8.4 14%
Total transaction and processing revenue and egqaityings in affiliate $591.¢ $564.1 $27.F 5%

The increase in acquiring revenue in the first tera2007 compared to the same period in 2006 weasrdby increases in transaction
volume due to consumer spending at the point ef salles productivity and the above noted reclaasibn of certain commission payments
out of revenue and into expense. Also contributingrowth were improved merchant retention, actraimprovements, the growth of new
alliances and 2006 pricing changes. The reclaasific of certain ISO commission payments contribeeproximately 2% to the acquiring
revenue growth rate in the first quarter 2007 camgao the same period in 2006.

The Company'’s transaction growth rate for PIN-déidteased in the first quarter of 2007 comparetthéosame period in 2006. One of
the items driving growth in PIN-debit is increagezhetration in the grocery, petroleum and quickiserrestaurant markets. Merchant PIN-
debit transactions, including acquired and STARwoek transactions, account for approximately 26% 24% of total domestic merchant
transactions for the first quarter 2007 and 2088pectively. The Company continues to see a shdbhsumer behavior toward the use of
PIN-debit cards from credit cards, signature deditls, checks and cash.

The spread between the transaction growth ratéhenttansaction and processing service fee revgraveth rate in the first quarter
2007 compared to the first quarter 2006 remainkdively constant after consideration of the ISQuatinent noted above, the mix of
merchants and price compression noted below. Tieadps caused most significantly by the mix of chants. Most of the disparity is within
the segment’s portfolios of national merchants,clvkdrive significant transaction growth and expec&the greatest price compression. Also
contributing to this spread is a lower averagedaation amount due to increased usage at merchactisas quick service restaurants. The
segment has historically experienced three togteent annual price compression on average, Witk pompression for the national
merchants being higher.

Prepaid revenue and processing revenue remairegivedy flat year over year as a result of an iaseein transactions being offset by
certain items, including pricing.
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The increase in equity earnings in affiliates foe three months ended March 31, 2007 comparedttsatme period in 2006 resulted
most significantly from increased merchant trarisactolume in the merchant alliances. Earningsmoéilliance were also improved due to a
beneficial change in its portfolio mix and loweppessing rates.

Check services revenue

The increase in check services revenue for the tmenths ended March 31, 2007 compared to the pan in 2006 resulted from an
increase in ECA processing revenue due to expamsiomore locations of large national retailersl amcreased revenues from collection
services provided for a national merchant. Theseeases partially are offset by the general dedtinke paper check guarantee volumes.

Product sales and other revenue

The majority of the decrease in product sales dneraevenues for the three months ended MarcB@I7 in comparison to 2006 was
driven by decreased terminal sales partially offseincreased leasing revenue.

Reimbursable debit network fees, postage and other

The increase in reimbursable debit network feestgae and other for the three months ended MarcB®I7 versus the comparable
period in 2006 was due to growth in debit netwa&d resulting from the continued growth of PIN-tiéfainsaction volumes as noted above.
Debit network fees represent substantially alhefbalance within this line item.

Operating profit

First Data Commercial Services segment operatinitpncreased in the three months ended Marct28Q7 compared to the same
period in 2006 due to the factors discussed adaveddition, during the first quarter 2007, the Qmamy bought out a revenue sharing
agreement as part of a new, larger relationship @iscover Financial Services LLC (“Discover”) réigug in an expense charge which
negatively impacted the operating profit growtheray 4 percentage points. The Company anticipats/ering this charge over the
subsequent three to four quarters. Increased aatwin resulting from contingent payments assodiati¢h a merchant alliance also
negatively impacted operating profit growth in figuarter 2007 by 1 percentage point and will cargito have a similar impact during the
remainder of 2007. The Company expects the segpmefit will benefit in the remaining three quartefs2007 by approximately $9 million
due to the current year restructuring activitiesadibed above.
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First Data Financial Institution Services Segment Results

Three months ended March 31, Change
% of % of
Segmen Segmen

(in millions) 2007 Revenue 2006 Revenue Amount %
Revenues
Transaction and processing service 1 $ 295.1 61% $ 288.7 65% $ 6.4 2%
Product sales and oth 16.¢ 3% 3.7 1% 13.1 NM
Reimbursable postage and ot 173.: 36% 152.¢ 34% 20.5 13%
Total revenue $ 485.C 10C% $ 445.C 10C% $ 40.C 9%
Operating profit $ 96.7 $ 84.: $ 124 15%
Operating margil 20% 19% 1pt
Key indicators:
Domestic debit issuer transacticfls 2,459.( 2,074 384.t 19%
Domestic active card accounts on file (end of pBrid

Bankcard 43.2 30.2 12.¢ 43%

Retail 69.( 57.2 11.¢ 21%

Total 112.2 87.t 24.7 28%

Domestic card accounts on file (end of peri

Bankcard 120.2 66.5 53.7 81%

Retail 337.1 259.2 77.€ 30%

Debit 115.2 100.( 15.2 15%

Total 572.t 425.7 146.¢ 34%

@  Domestic debit issuer transactions include VISA KtadterCard signature debit, STAR ATM, STAR PIN-d€tDS, and ATM and
PIN-debit POS gateway transactions.

®  Domestic active card accounts on file include cugtioaccounts that had a balance or any monetatingas authorization activity
during the last month of the quarter.

Summary
First Data Financial Institution Services segmentnue increased in the three months ended Marc208Y compared to the same
periods in 2006 due most significantly to reimbbisgostage revenue and growth of existing clipatsially offset by price compression.

The Company converted 1.7 million accounts durivggfirst quarter of 2007, and also increased adsahinough the growth of existing
clients. At March 31, 2007, the Company had appnaxely 21 million accounts in the pipeline, prinharetail, with approximately
16 million of these accounts scheduled for coneersm the second quarter of 2007.

Transaction and processing service fee revenue

Components of transaction and processing service fee revenue

Three months ended March 31, Change
(in millions) 2007 2006 Amount %
Credit and retail card processi $ 97.1 $ 97.¢ $ (0.7) ()%
Debit processin 110.% 104.C 6.7 6%
Output service 65.€ 63.3 2.3 4%
Remittance processing servic 21.7 23.€ (1.9 ©B)%
Total $ 295.1 $ 288.7 $ 64 2%
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Credit and retail card processing revenue

Credit and retail card processing revenue decreasbe three months ended March 31, 2007 compartite same period in 2006 due
to price compression partially offset by growtheafsting clients.

Retail account portfolios typically have a loweoportionate share of active accounts than credibat portfolios and product usage is
different between the card types resulting in lovesenue per active retail account. In additiomteact pricing at the customer level is
dependent upon the volume of accounts, mix of aticiyyes (e.g. retail, credit, co-branded credi dabit) and product usage. Although
active bankcard accounts on file increased duhieghree months ended March 31, 2007 comparecttsatme period in 2006, a majority of
the increase was related to co-branded credit atsdor which product mix and price is more compédo retail accounts.

Debit processing revenue

Debit network processing revenue was driven bydtreestic debit issuer transactions noted aboveeRevincreased in the three
months ended March 31, 2007 compared to the sarf@pe 2006 due to growth of existing clients pelly offset by price compression. T
majority of domestic debit issuer transaction gtowas driven by the shift to the use of debit cdrds credit cards, checks and cash, and
such trends are expected to continue. Price comsiprespon renewal of contracts and the changdentanix drove the spread between
revenue growth and transaction growth. These faatd continue to influence the growth rates ie tiear term.

Output services revenue

Output services revenue increased for the threehm@nded March 31, 2007 compared to the samedpier2006 due to new business
partially offset by lost business.

Remittance processing services revenue

Remittance processing services revenue decreas#teflirst quarter 2007 compared to the first ¢gra2006 due to the deconversion of
a large customer and consumer conversion from gapsectronic payment methods. The Company expentgitance revenue to continue
decrease during the remainder of 2007 compare@Q6 grimarily due to the deconversion of a largstemer at the end of 2006 and
continued conversion to electronic payment methiigisussed above partially offset by new business.

Product sales and other revenue

Product sales and other revenue increased fohtee thonths ended March 31, 2007 compared to the pariod in 2006 due to an
increase in professional service fees and softlig@asing and maintenance revenue resulting fragrattguisition of Peace Software in the
third quarter 2006 as well as to the receipt oftizant termination fees in the first quarter 2007.

Reimbursable postage and other revenue

Reimbursable postage and other revenue increasélefthree months ended March 31, 2007 in compatis the same period in 2006
due largely to new business. The postage ratedserin May 2007 will positively impact growth rataduture quarters.

Operating profit

First Data Financial Institution Services segmegdrating profit and operating margins increasedterthree months ended March 31,
2007 compared to the same period in 2006 due ttatters noted above as well as to significant itsneom cost savings initiatives
implemented in 2006 and continuing into 2007 inc@pation of continued price compression.
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First Data International Segment Results

Three months ended March 31, Change
% of % of
Segmen Segmen

(in millions) 2007 Revenue 2006 Revenue Amount %
Revenues
Transaction and processing service 1 $ 283.¢ 78%  $207.C 7% ¢ 76.€ 37%
Product sales and oth 59.c 16% 42.¢ 16% 16.5 39%
Other revenue 23.€ 6% 14.1 5% 9.t 67%
Total revenug $ 366.F 10(%  $263.¢ 10C%  $102.€ 3%
Operating profit $ 35.C $ 29.1 $ 5.¢ 20%
Operating margil 10% 11% (Dpt
Key indicators:
International transactiori® 1,245.( 988.1 256.¢ 26%
International card accounts on file (end of

period)®) 67.2 32.t 34.¢ 107%

@  International transactions include VISA, MasterCand other card association merchant acquiringsanitthing and debit issuer
transactions for clients outside the U.S. Transastinclude credit, signature debit and PIN-deRBSPPOS gateway and ATM
transactions. Transactions for 2006 have been tedjtis conform to current year presentation.

® International card accounts on file include banécard retail.

Summary

Revenue growth in the three months ended Marc@@17 compared to the same period in 2006 was dhbyeacquisitions, growth of
existing clients and benefit from foreign curremxchange rate movements. The acquisitions of Bath Deutschland (formerly Gesellscl
fur Zahlungssysteme) in the Europe, Middle EastAfnita (“EMEA”) region and First Data Cono Sur (foerly ArgenCard) in the Latin
America and Canada (“LAC”) region during 2006 cdntted 22 percentage points to segment revenuetignates for the three months
ended March 31, 2007 compared to the same peridddf, while foreign currency exchange rate movampaositively impacted total
revenue growth rates by 8 percentage points fosainee period.

Transaction and processing service fee revenue

Transaction and processing service fee revenueased in the first quarter 2007 compared to tisé dwarter 2006 due mostly to the
acquisitions noted above. The remaining increaseoistly due to an increase in POS and ATM transastiesulting from growth of both
existing clients and new business and, to a lesdent, an increase in accounts on file in the EM#BA LAC regions and continued
expansion of the Cashcard ATM network in Australia.

Revenue growth in EMEA for the three months endedldil 31, 2007 in comparison to the same perio®@62s due mainly to the
impact of the acquisition discussed above as vedibeeign currency exchange rate movement, growetin £xisting clients and new business
partially offset by lost business. Acquisition gtbwelates to supporting switching debit and AThiactions as well as debit card
transactions and card issuer processing. Revemuwdlgin Australia and New Zealand (“ANZ”) for thieree months ended March 31, 2007 in
comparison to the same period in 2006 is due ttiruoed expansion of the Cashcard ATM network andcirant acquiring portfolio in
Australia, growth of existing clients and foreigmriency exchange rate movement which was partidfget by the impact of lost business
and price compression. Revenue growth in LAC ferdame periods is due to the acquisition discualsede, growth of existing merchant
acquiring businesses as a result of increased aswand increases in accounts on file partiallyedfiy price compression and fewer product
sales.

As noted above, transaction and processing sefeéceevenue is driven by accounts on file and &atigns. The spread between gro
in these two indicators and revenue growth is drivestly by the change in the mix of transactigreyresulting from acquisitions. The
effects of foreign currency exchange rate fluctuaialso contributed to the spread.
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At March 31, 2007, the International segment hgat@amately 3.8 million accounts in the pipelineialihwere primarily retail. The
Company expects to convert approximately 3.3 nmltid these accounts during 2008.

Product sales and other revenue

The increase in product sales and other revenuddahree months ended March 31, 2007 over the g@mod in 2006 resulted from
increased terminal-related revenue driven mainhadyuisitions in the LAC and EMEA regions as wellpaofessional services fees
associated with the VisioALUS managed service supported by the Company’s Singagitice.

Operating profit

The segment’s operating profit increased for tmeehmonths ended March 31, 2007 compared to 2086adilne growth in revenues
described above including acquisitions, foreigrrency exchange rate movements and growth fromiegistients. Expenditures on strategic
business initiatives in the first quarter 2007 canegl to the same period in 2006 adversely impampedating profit growth. Segment marg
continue to be impacted by the investment in sfiatbusiness initiatives in EMEA and the expansioregions such as Asia.

Integrated Payment Systems Segment Results

Three months ended March 31, Change
% of % of
Segmen Segmen
(in millions) 2007 Revenue 2006 Revenug Amount %
Revenues
Transaction and processing service 1 $14.7 48%  $15.¢ 44% $ (1.1) (7%
Investment income, nét 14.C 46%  20.C 56% (6.0) (30)%
Other revenu 1.9 6% 0.1 0% 1.8 NM
Total revenus $30.€ 100% $35.¢ 10% $ (5.9 (15)%
Operating profit $ 14 $72 $ (5.9 NM
Operating margil 5% 20% (15)pts

@  For segment reporting purposes, IPS presents meestincome and its related operating profit omedgx equivalent basis (i.e., as if
investment earnings on settlement assets, whichudrgtantially all nontaxable, were fully taxabld-BC’s marginal tax rate). The
revenue and operating profit impact of this preston is eliminated in consolidation.

Transaction and processing service fee revenue

Transaction volumes were relatively flat from thstfquarter 2007 compared to the same period @6 20he decrease in transaction
processing service fee revenue during the threglhm@anded March 31, 2007 compared to the samedpier006 was due to a new service
offering arrangement associated with retail morrelepoffered to Western Union.

Investment income, net

The decrease in investment income during the tm@®ths ended March 31, 2007 compared to the sarfepe 2006 was driven by
the official check business. Rising interest ratmssed commissions paid to official check agenisdeease which was partially offset by
benefits recognized on investment hedges and isesaia investment earnings resulting from interatst increases. Additionally, during the
first quarter 2007, the Company realized a net &$t2.0 million on the sale of portfolio investnten conjunction with the wind-down of
the official check and money order business.

Operating profit

The decrease in operating profit and operating imdog the three months ended March 31, 2007 coatptr the same period in 2006
mainly was due to the decrease in “Investment iresamet” discussed above.
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All Other and Corporate

Three months ended

March 31,
(in millions) 2007 2006 Percent Chang
Revenue: $110.¢ $119.¢ (8)%
Operating los! (36.9) (16.7) 12<%

Revenues

The decrease in revenues for the three months evidesh 31, 2007 compared to the same period in 288@ted from a decrease in
patent revenue partially offset by an increasediumes in the government business. Fluctuationlsgrother businesses were not individually
significant.

Operating loss

The increase in operating loss for the three moatited March 31, 2007 compared to the same petiafld6 resulted from a decrease
in patent revenue, costs incurred in conjunctioiwie proposed private equity transaction, anceg®es in incentive compensation,
including share based compensation, in the firattgu 2007 compared to the same period in 200@tttions in the other businesses were
not individually significant.

Capital Resources and Liquidity

The Company’s source of liquidity during the fitlstee months of 2007 was cash generated from apgrattivities. The Company
believes its current level of cash and short-térmarfcing capabilities along with future cash fldinem operations are sufficient to meet the
needs of its existing businesses. The Company fray, time to time, seek longéerm financing to support additional cash needs oeduct
short-term borrowings. If the proposed merger issconmated, the Company expects it will have a Bagmit impact on liquidity and capital
resources. The following discussion highlights @wmpany’s cash flow activities from continuing og@wns during the three months ended
March 31, 2007 and 2006.

Cash and Cash Equivalents

Highly liquid investments (other than those inclddie settlement assets) with original maturitieshwée months or less (that are readily
convertible to cash) are considered to be caslvelguits and are stated at cost, which approxinmseket value. At March 31, 2007 and
December 31, 2006, the Company held $1,004.3 mi#lied $1,154.2 million in cash and cash equivaleatpectively.

Excluded from cash and cash equivalents at Marc@@17 and December 31, 2006 were $31.7 million&24 million, respectively,
of assets that would otherwise meet the definitiboash and cash equivalents. Such excluded ampartned to required investments in
connection with the Company’s First Financial Bankl required investments related to other opersitiml are included in “Other assets” on
the Consolidated Balance Sheets.

Cash held outside of the United States at Marcl28Q7 and December 31, 2006 was $365.6 million$#d..6 million, respectively.
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Cash Flows from Operating Activities from Continuing Operations

Three months ended

March 31,
Source/(use) (in millions) 2007 2006
Net income from continuing operatio $171.5 $ 219.7
Depreciation and amortizatic 180.¢ 174.(
Other noi-cash and nc-operating items, ne (39.5) (144.0
Increase (decrease) in cash, excluding the efedasquisitions and dispositions, resulting fronaiches
in:

Accounts receivabl 127.¢ 96.7

Other asset 87.¢ 38.t

Accounts payable and other liabiliti (83.9) (87.0

Income tax accoun 7.1 60.7

Excess tax benefit from shi-based payment arrangem (12.9 (91.7)
Net cash provided by operating activities from amnhg operation: $440.1 $ 267.5

Other non-cash and non-operating items and chamgksle restructuring, impairments, litigation anregjulatory settlements, other,
investment gains and losses, divestitures and rdpyment gain as well as undistributed earnimgdfiliates, stock compensation and
ESPP expense, and gains on the sale of merchdfulips; the proceeds from which are recognizethuesting activities. The change in 2(
compared to 2006 resulted most significantly frogaa recognized in 2006 related to the value tarist rate swaps that did not qualify for

hedge accounting.

The change in accounts receivable between yearshwassult of the timing of collections comparedillings as well as the addition

operating activity related to acquisitions comptietieiring 2006. The change in other assets resfitietlan increase in distributions received
from equity method investments in 2007. The changecounts payable and other liabilities betweeary resulted from timing of payments
for various liabilities. The change in income taxaunts was the result of higher tax payments dutie first three months of 2007 compared
to 2006 resulting from the tax benefit associatétl te significant number of stock options exezdisluring the first quarter of 2006.

The decrease in excess tax benefit from share-lmmgdent arrangement related to a large benetived in the first quarter 2006 due
to the exercise of a significant number of stockans.

Cash Flows from Investing Activities from Continuing Operations

Three months ended

March 31,

Source/(use) (in millions) 2007 2006
Current year acquisitions, net of cash acqu $(239.9 $(32.5)
Payments related to other businesses previouslyiract (50.8) (40.5)
Additions to property and equipment, | (56.7) (25.9
Payments to secure customer service contractsidimg) outlays for conversion, and capitalized syste

development cos! (41.0 (28.9)
Proceeds from the sale of marketable secul 11.2 13.2
Other investing activitie 13.5 86.7
Net cash used in investing activities from contiguoperation: $(363.7) $(26.9

Acquisitions

During the three months ended March 31, 2007, tragany acquired 100% of Size Technologies, Incta®ie, Instant Cash,
Intelligent Results and a merchant portfolio fostt@onsideration. The Company expects to fund éeexof $750 million for other
acquisitions during the remainder of 2007. Durimg three months ended March 31, 2006, the Compaayed a joint venture with BNL and
acquired substantially all of the assets of CleadBhinc.
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Payments Related to Other Businesses Previously Acquired

During the three months ended March 31, 2007 a6 2fayments related to other businesses previaisjyired related mostly to
contingent consideration.

Capital Expenditures

The following table discloses amounts capitalizgldted to customer contracts, conversion costtesygsdevelopment and property and
equipment.

Three months ended

March 31,

(in_millions) 2007 2006

Customer contrac! $ 112 $ 6.
Conversion cost 7.7 7.C
Systems developme 22.1 15.2
Subtotal 41.C 28.%
Property and equipme 56.7 25.4
Total amount capitalize $ 977 $ 537

The Company expects to incur capital expenditufepproximately $400 million for the full year 2007

Proceeds from the Sale of Marketable Securities

Proceeds from the sale of marketable securitiegfothree months ended March 31, 2007 and 2006dad $11.2 million and $10.5
million, respectively, from the partial liquidatiaf marketable securities acquired in the Concoedger.

Other Investing Activities

The source of cash from other investing activit@@she three months ended March 31, 2007 relatetistributions from certain
strategic investments and proceeds from the saenwérchant portfolio and from the sale of investteeThe source of cash from other
investing activities for the three months ended 81, 2006 included a $109.6 million reductiomggulatory, restricted and escrow cash
balances and $27.1 million in proceeds resultingifthe sale of corporate aircraft. Partially oftiset these sources were uses related to a
contingent payment of $29.9 million related to 2@®4 disposition of NYCE (all but $1.6 million ofhich was accrued at December 31,
2005) and $18.0 million resulting from the purchasevestments related to the Company’s First Rl Bank.

Cash Flows from Financing Activities from Continuing Operations

Three months ended

March 31,

Source/(use) (in millions) 2007 2006

Shor-term borrowings, ne $ (49.9)  $(139.9)
Principal payments on lo-term debr (101.9 (13.9)
Proceeds from issuance of common sl 61.¢ 467.¢
Excess tax benefit from shi-based payment arrangem 12.4 91.1
Purchase of treasury sha (127.) (632.6)
Cash dividend (22.6) (46.0)
Net cash used in financing activities from contirguoperation: $(216.6)  $(273.9)

Short-Term Borrowings, net

The Company'’s financing activities included netqeeds and cash outlays related to the issuancpaaidwn of commercial paper as
well as other short-term debt and capital leasks.Gompany did not have any commercial paper mdsig as of March 31, 2007 or
December 31, 2006. The Company has a $1.5 bilkenncercial paper program that is supported by a Billidn revolving credit facility,
which expires on October 24, 2010.

34



Table of Contents

FIRST DATA CORPORATION
MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS (Continued)

Principal Payments on Long-Term Debt
In January 2007, the Company repurchased $32.&bmdf its 4.7% senior notes due August 1, 2018, &3nillion of its 4.85% senior
notes due October 1, 2014, and $28.0 million o#i85% senior notes due June 15, 2015.

In accordance with the KKR Merger Agreement, Hirata expects to tender all of its outstanding natesexpects that all the notes
tendered will be purchased at approximately theietpdate of the proposed merger.

Proceeds from I ssuance of Common Sock

Proceeds from the issuance of common stock resfitietistock option exercises and purchases unde€Ctmpany’s employee stock
purchase plan. Proceeds decreased compared tal@66 a significant number of stock options beairgrcised in the first quarter 2006 that
were near expiration.

Excess Tax Benefit from Share-based Payment Arrangement

The excess tax benefit from share-based paymamgement is discussed in the “Cash Flows from Qipgréctivities from
Continuing Operations” section above.

Purchase of Treasury Shares

During first quarter 2007 and 2006, the Companwreipased 4.7 million and 13.8 million shares, respely, for $123.3 million and
$633.2 million, respectively, related to employeaéfit plans. The decrease in shares purchased vessilt of a significant number of stock
option exercises during the first quarter 2006. diflerence between the cost of shares repurchasted above and the amount reflected in
the Consolidated Statements of Cash Flows is dtiming of trade settlements. The Company did epurchase any shares under its board
authorized stock repurchase programs during ejtegod. At March 31, 2007, the Company had $86Tigniremaining under board
authorized stock repurchase programs.

Cash Dividends

The decrease in cash dividends was due to the Gongeereasing its quarterly dividend from $0.06 sfware to $0.03 per share for
common stockholders of record. Subsequent to thetéke Union spin-off, the Company reduced its qurgrtdividends from $0.06 per
common share to $0.03 per common share.

Letters and Lines of Credit

The Company had $30.8 million in outstanding letigfcredit at March 31, 2007, of which nearlyeadpire in 2007 with a one-year
renewal option. The letters of credit are heldanrgection with certain business combinations, leasEngements and bankcard association
agreements. The Company expects to renew thed@iteredit prior to expiration.

The Company has lines of credit associated witkt [Blata Deutschland which totaled approximately ihiillon euro or approximately
$214 million as of March 31, 2007. The Company $48.0 million outstanding against these lines efldras of March 31, 2007.

The Company also has a line of credit associatéid @ashcard Australia, Ltd. (“Cashcard”) which &ipdically used to fund ATM
settlement activity. As of March 31, 2007, the lofecredit was 162 million Australian dollars orpaipximately $131 million. The Company
did not have any borrowings outstanding againstlthe of credit as of March 31, 2007.

Sgnificant Non-Cash Transactions
Significant non-cash transactions during the timeaths ended March 31, 2007 included the issuahapmoximately 3.4 million
shares of restricted stock to certain employees.

Significant non-cash transactions during the timeaths ended March 31, 2006 included the issuahappyoximately 0.7 million
shares of restricted stock to certain employees.

Off-Balance Sheet Arrangements

Other than facility and equipment leasing arrangaseéhe Company does not engage in off-balancet $imancing activities. The
Company has several synthetic operating leasegemaants. Rent expense related to synthetic opgra@ases was $1.4 million and $2.4
million for the three months ended March 31, 200@ 2006, respectively.
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Contractual Obligations

The adoption of Financial Accounting Standards BA&FASB”) Interpretation No. 48, “Accounting forrdertainty in Income Taxes —
An Interpretation of FASB Statement No. 109,” imJdary 2007 resulted in an increase in income tpagable of approximately $311
million, including income tax liabilities for whiciVestern Union has indemnified the Company. Apprately $145 million of the increase
was reclassified from deferred tax liabilities hedme taxes payable. Both income taxes payablelefiedred tax liabilities are included in the
“Accounts payable and other liabilities” line oktiConsolidated Balance Sheets. There have beetheoroaterial changes in the Company’s
contractual obligation and commercial commitmentsifthose reported at December 31, 2006 in the @agip Annual Report on Form 10-
K.

Critical Accounting Policies

The Company'’s critical accounting policies have ctuinged from those reported in Managensebiscussion and Analysis of Financ
Condition and Results of Operations in the Compa2@06 Annual Report on Form 10-K.

New Accounting Pronouncements

In September 2006, the FASB issued Statement afnigial Accounting Standard (“SFAS”) No. 157, “Fealue Measurements.” This
statement defines fair value, establishes a fdirevhierarchy to be used in generally acceptedwtany principles and expands disclosures
about fair value measurements. Although this stateérdoes not require any new fair value measuresnte application could change
current practice. The statement is effective fecdl years beginning after November 15, 2007. Tom@any is currently evaluating the
impact of this statement to its financial positeomd results of operations.

In September 2006, the FASB issued SFAS No. 158plByers’ Accounting for Defined Benefit Pensiordadther Postretirement
Plans—an Amendment of FASB Statements No. 87, 88, dnd 132(R).This statement requires a company to recognizéutised status ¢
a benefit plan as an asset or a liability in ilgesthent of financial position. In addition, a compés required to measure plan assets and
benefit obligations as of the date of its fiscadrrend statement of financial position. The Compaaigpted the recognition provisions and
disclosure requirements as of December 31, 2006 nféasurement date provision is effective for figears ending after December 15,
2008. The Company does not expect the measurenmmiisipns to have a material impact on its finahpisition and results of operations.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finandabilities — Including an
Amendment of FASB Statement No. 115.” This Staterpenmits entities to measure many financial imsents and certain other items at
fair value. This election is made on an instruntgpinstrument basis and is irrevocable. Unrealigaihs and losses on items for which the
fair value option has been elected are reportedinings. This statement is effective for fiscargebeginning after November 15, 2007. At
this time the Company does not anticipate eledtiwedfair value option.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Interest Rate Risk

In February 2007, the Company announced its irtegtadually exit the official check and money arbasiness. Client contracts
representing approximately 60% of portfolio balaneall expire in the next two years and will not flemewed on a long-term basis. As a
result, by the end of 2007, the Company plans twed most of the associated long-term instrumarésmore liquid instruments of shorter
duration. In conjunction with the gesitioning of the portfolio, the Company will teimate the associated interest rate swaps. As ofiVat
2007, the Company’s interest rate risk associaiéidthve official check and money order business iatdchanged materially from the 2006
Annual Report on Form 10-K; however, the planndi/aies described above may result in a matefi@nge in future periods.

Foreign Currency Risk

There have been no material changes from the 20061& Report on Form 10-K related to the Compamxposure to market risk frc
foreign currency.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures.

The Company’s disclosure controls and procedureslesigned to cause information required to bdafied in reports that the
Company files or submits under the Securities ErghaAct of 1934 to be recorded, processed, sumethdand reported with the time perit
specified in SEC rules and forms. The Company kakiated, under the supervision of its Chief ExeeuDfficer and Chief Financial
Officer, the effectiveness of disclosure contraid arocedures as of March 31, 2007. Based on taisiation, the Chief Executive Officer
and Chief Financial Officer concluded that the Camps disclosure controls and procedures were &ffeas of March 31, 2007 to ensure
that material information regarding the Companmade known to management, including the Chief Etvee®fficer and Chief Financial
Officer, to allow the Company to meet its disclasabligations.

Changesin internal control over financial reporting.

There were no changes in the Company’s internakabaover financial reporting identified in connext with the above evaluation that
occurred during the last fiscal quarter that hatenelly affected, or is reasonably likely to maadly affect, the Company’s internal control
over financial reporting.
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Report of Independent Registered Public Accountindrirm
The Stockholders and Board of Directors of FirstaD@orporation

We have reviewed the consolidated balance shdgtgsifData Corporation as of March 31, 2007, ardrélated consolidated statements of
income and cash flows for the three-month periodied March 31, 2007 and 2006. These financialrsités are the responsibility of the
Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighauiBlqUnited States). A review of
interim financial information consists principaldy applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board, the objective of whislthe expression of an opinion regarding the fam@rstatements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterdifications that should be made to the codstdid financial statements referred to
above for them to be in conformity with U.S. getligraccepted accounting principles.

We have previously audited, in accordance withstaedards of the Public Company Accounting Ovetdigtard (United States), the
consolidated balance sheet of First Data Corparatsoof December 31, 2006, and the related coradeticstatements of income,
stockholders’ equity, and cash flows for the yéantended (not presented herein) and in our refaded February 21, 2007, we expressed an
unqualified opinion on those consolidated finanstaktements and included an explanatory paragrapheoCompany adoption of Stateme

of Financial Accounting Standards No. 123(R), “®hBased Payment.” In our opinion, the informatienfsrth in the accompanying
consolidated balance sheet as of December 31, 20firly stated, in all material respects, irat&ln to the consolidated balance sheet from
which it has been derived.

As discussed in Note 5 to the consolidated findrst&ements, effective January 1, 2007, the Compdopted Financial Accounting
Standards Board Interpretation No. 48, “AccounfimgUncertainty in Income Taxes—An InterpretatidiFASB Statement No. 109"

/sl Ernst & Young LLP

Denver, Colorado
May 4, 2007
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PART Il OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

From time to time, the Company is involved in vasditigation matters arising in the ordinary caudf its business. None of these
matters, either individually or in the aggregatarrently is material to the Company except thosétenareported in the Company’s Annual
Report on Form 10-K for the year ended DecembeBQ6 (the “Annual Report”). There were no matedievelopments in the litigation
matters previously disclosed in the Annual Repreeet as discussed below.

On April 1, 2007, the Company entered into an Agreet and Plan of Merger (the “Merger Agreementthvwew Omaha Holdings
L.P., a Delaware limited partnership, and its wnalvned subsidiary Omaha Acquisition Corporatiobedaware corporation. New Omaha
Holdings L.P. is controlled by affiliates of KohltgeKravis Roberts & Co (“KKR”). Four purported ctaaction lawsuits have been filed
against the Company and its directors challendiegprocess by which the Company agreed to entethietMerger Agreement. These
lawsuits are:

Anthony Pappas, individually and on behalf of all others similarly situated v. Kohlberg Kravis Roberts & Co., Henry C. Duques, Daniel
P. Burnham, David A. Coulter, Alison Davis, Peter B. Ellwood, Courtney F. Jones, Richard P. Kiphart, James D. Robinson, |11, Charles
T. Russell, Joan E. Spero, Arthur F. Weinbach, and First Data Corporation , filed in the District Court for Arapahoe Coun€olorado,
on April 2, 2007;

Morton Smith Trust, on behalf of itsand all others similarly situated v. First Data Corporation, Henry C. Duques, Peter B. Ellwood,
Richard P. Kiphart, David A. Coulter, Alison Davis, Daniel P. Burnham, Courtney F. Jones, James D. Robinson, 11, Charles T. Russell,
Joan E. Spero, and Arthur F. Weinbach, filed in the District Court for Arapahoe County, I6@ado, on April 4, 2007;

Chris Larson v. First Data Corporation, Kohlberg Kravis Roberts & Co., L.P., Henry C. Duques, Arthur F. Weinbach, James D.
Robinson, 111, Charles T. Russell, Daniel P. Burnham, David A. Coulter, Alison Davis, Peter B. Ellwood, Courtney F. Jones, Richard P.
Kiphart, and Joan E. Spero, filed in the Court of Chancery in and for Newcastleunty, Delaware, on April 10, 2007; and

Trust Under the Will of Florence Rosenman v. First Data Cor poration, Kohlberg Kravis Roberts & Co., L.P., Henry C. Duques, Daniel
P. Burnham, David A. Coulter, Alison Davis, Peter B. Ellwood, Courtney F. Jones, Richard P. Kiphart, James D. Robinson, |11, Charles
T. Russell, Joan E. Spero, and Arthur F. Weinbach, filed in the Court of Chancery in and for Newca&leunty, Delaware, on April 19,
2007.

These purported class action complaints generbiigeathat the members of the Company’s Board oé®@ors breached their fiduciary
duties of care and loyalty by entering into the §ggrAgreement without regard to the fairness oftthesaction to the Company’s
shareholders or the maximization of shareholdarezal’he complaints also allege that the CompanjoatkR aided and abetted the
directors’ breaches. The complaints generally stads certification, an order enjoining consumnratibthe proposed merger, rescinding the
proposed merger if it is consummated and settiagite or awarding rescissory damages to membéhe alass, directing the defendants to
exercise their fiduciary duties and account todlass members for unspecified damages, imposimgstruictive trust in favor of the class for
benefits improperly received by the defendants,amarding costs and disbursements, including redderattorneys’ fees, experts’ fees and
other costs and relief the Court deems just anggsto

The Company believes that the complaints are withmarit and intends to vigorously defend them.

ITEM 1A. RISK FACTORS

Except as described below, there are no materéaigds to the risk factors as reported in the Cogipainnual Report on Form 10-K
for the year ended December 31, 2006. The infoomdielow should be read in conjunction with th& fectors and information disclosed in
the Company’s Form 10-K.

Failure to complete the proposed merger could negatively affect the Company

On April 1, 2007, the Company entered into an Agreet and Plan of Merger (the “Merger Agreementthvlew Omaha Holdings
L.P., an affiliate of KKR. There is no assurancat tthe Merger Agreement and the proposed mergébeihpproved by the Company’s
shareholders, and there is no assurance thathbe @inditions to the completion of the proposedgaewill be satisfied. In connection with
the proposed merger, the Company will be subjeset@ral risks, including the following:

» the occurrence of any effect, event, developmerhange that could give rise to the terminatiothefMerger Agreemen
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» the outcome of any legal proceedings that havenaagbe instituted against the Company and othdisrMimg announcement of
entering into the Merger Agreeme

« the inability to complete the proposed merger aduth¢ failure to obtain shareholder approval orfétlerre to satisfy other
conditions to completion of the proposed mergeaniuiding the receipt of certain foreign and domesgigulatory approvals

» the failure to obtain the necessary financing ajeaments set forth in commitment letters receivechimection with the proposed
merger;

» risks that the proposed transactions disrupt cupkams and operations and the potential diffieglin employee retentio

» risks that the proposed transactions cause the @oygpalliance partners, customers or service plergito terminate or reduce
their relationship with the Compar

» the amount of the costs, fees, expenses and chalgé=d to the proposed merger and the actuaktefroertain financings that
will need to be obtained for the proposed merged;

« the impact of the substantial indebtedness thaine#éd to be incurred to finance the consummatfadheproposed merge

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Share repurchases

The following table provides information about Bempany’s purchases of shares of the Company’s @mstock during the first
qguarter ended March 31, 2007:

Maximum
Total Number Number (or
Approximate
of Shares Dollar Value) of
(or Units) Shares (or Units]
Purchased
Total Number alsj, Part of that May Yet Be
Average Price Publicly Purchased Unde
grsl?:ig)s Paid per Share Announced
Plans or the Plans or
Purchased () (or Unit) Programs Programs
January > January 31, 200 1,325,00! $ 25.71 0 $866,878,48
February 1 February 28, 200 450,00( $ 25.2¢ 0 $866,878,48
March 1- March 31, 200° 2,950,001 $ 26.4( 0 $866,878,48
Total _ 4,725,001 $ 26.0¢ 0

@ All of the shares were repurchased in open-markesactions through a systematic repurchase profgnatne Company’s employee
benefit plans.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None

ITEM 5. OTHER INFORMATION
None
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ITEM 6. EXHIBITS
(@) Exhibits
2.1 Agreement and Plan of Merger, dated as of AprddQ7, among New Omaha Holdings L.P., Omaha Acduois{Corporation and First
Data Corporation (incorporated by reference to Bixt3.1 of the Registra’s Current Report on Forn-K filed on April 2, 2007).
12 Computation of Ratio of Earnings to Fixed Char
15 Letter from Ernst & Young LLP Regarding Unauditedelrim Financial Informatior

31.1 Certification of Chief Executive Officer of Firstdba Corporation Pursuant to Rule 13a-14(a) undeB#turities Exchange Act of
1934.

31.Zz Certification of Chief Financial Officer of Firstdla Corporation Pursuant to Rule 13a-14(a) undeB#turities Exchange Act of
1934.

32.1 Certification of Chief Executive Officer Pursuant$ection 1350 of Chapter 63 of Title 18 of thetddiStates Cod:
32.z Certification of Chief Financial Officer Pursuant$ection 1350 of Chapter 63 of Title 18 of thetddiStates Cod:
99 Private Securities Litigation Reform Act of 1995&alarbor Compliance Statement for Forw-Looking Statements
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Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causiedeport to be signed on its behalf by
undersigned thereunto duly authorized.

FIRST DATA CORPORATION
(Registrant’

Date: May 8, 2007 By /s/ Kimberly S. Patmore
Kimberly S. Patmor:
Executive Vice President and Chief Financial Office
(Principal Financial Officer

Date: May 8, 2007 By /s/ Jeffrey R. Billat
Jeffrey R. Billat
Vice President and Chief Accounting Officer
(Principal Accounting Officer
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INDEX TO EXHIBITS

Exhibit
Number Description
2.1 Agreement and Plan of Merger, dated as of AprdQ7, among New Omaha Holdings L.P., Omaha Acdoisi€orporation and

First Data Corporation (incorporated by referemcEsthibit 2.1 of the Registrant’s Current ReportFamrm 8-K filed on April 2,
2007).

12 Computation of Ratio of Earnings to Fixed Char

15 Letter from Ernst & Young LLP Regarding Unauditederim Financial Informatior

31.1 Certification of Chief Executive Officer of Firstdia Corporation Pursuant to Rule 13a-14(a) undeB#turities Exchange Act of
1934.

31.2 Certification of Chief Financial Officer of Firstdda Corporation Pursuant to Rule 13a-14(a) undestturities Exchange Act of
1934.

32.1 Certification of Chief Executive Officer Pursuant$ection 1350 of Chapter 63 of Title 18 of thetddiStates Cod:

32.2 Certification of Chief Financial Officer Pursuant$ection 1350 of Chapter 63 of Title 18 of thetddiStates Cod:

99 Private Securities Litigation Reform Act of 1995f&klarbor Compliance Statement for Forw-Looking Statementt
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EXHIBIT 12

FIRST DATA CORPORATION
COMPUTATION OF
RATIO OF EARNINGS TO FIXED CHARGES

Three Months ended

March 31,

(in millions) 2007 2006
Earnings:

Income before income taxés $ 209.1 $ 296.¢

Interest expens 34.t 57.€

Other adjustment 8.C 7.€
Total earning$) $ 2516 $ 362.1
Fixed charges

Interest expens $ 34t $ 57.¢

Other adjustment 8.C 7.€
Total fixed charge$) $ 425 $ 652
Ratio of earnings to fixed chargé® 5.9z 5.5t

@ Income before income taxes includes minority irgeesd equity earnings in affiliates, and excludissontinued operations. Reflecting
such amounts on a cash basis would not materrajhact the ratio due to the frequency of cash distions.

For purposes of computing the ratio of earningiixed charges, fixed charges consist of interesdieint, amortization of deferred financing
costs and a portion of rentals determined to beesgmtative of interest. Fixed charges do not delnterest on income tax liabilities.
Earnings consist of income before income taxes fptesl charges.



EXHIBIT 15
Letter from Ernst & Young LLP Regarding Unaudited | nterim Financial Information

The Stockholders and Board of Directors of FirstaD@orporation

We are aware of the incorporation by referencééRegistration Statements (Form S-8 Nos. 333-125583-101883, 333-90180, 333-
90182, 333-66368, 33-47234, 33-48578, 33-8282@7388, 33-90992, 33-62921, 33-98724, 33-99882,(BRRL7, 333-09031, 333-28857,
333-68689, 333-81691, 333-85715, 333-90719 and933®3; Form S-3 No. 333-120214; and Form S-4 N83:15497 and 333-105432) of
First Data Corporation of our report dated May @Q2relating to the unaudited consolidated intdhrancial statements of First Data
Corporation that are included in its Form 10-Qtfur quarter ended March 31, 2007.

/sl Ernst & Young LLF

Denver, Colorado
May 4, 2007



EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Henry C. Duques, Chief Executive Officer of Filsata Corporation, certify that:
1. | have reviewed this Quarterly Report on ForrQLOf First Data Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period

covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):
(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refprahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: May 8, 2007 /sl Henry C. Duques
Henry C. Duque
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Kimberly S. Patmore, Chief Financial Officerléifst Data Corporation, certify that:
1. | have reviewed this Quarterly Report on ForrQLEf First Data Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refprahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

Date: May 8, 2007 /sl Kimberly S. Patmore
Kimberly S. Patmor:
Chief Financial Office!




EXHIBIT 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

The certification set forth below is being submitte connection with the Quarterly Report of Fibstta Corporation on Form 10-Q for
the period ended March 31, 2007 (the “Report”)tfer purpose of complying with Rule 13a-14(b) ord&rkibd-14(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Setii350 of Chapter 63 of Title 18 of the Unitedt&aCode.

Henry C. Duques, the Chief Executive Officer ofsEiData Corporation, certifies that, to the bedtiefknowledge:

The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Exchange Act;

The information contained in the Report fairhggents, in all material respects, the financiadition and results of operations of First
Data Corporation

Date: May 8, 2007 /sl Henry C. Duques
Henry C. Duque
Chief Executive Office




EXHIBIT 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

The certification set forth below is being submitte connection with the Quarterly Report of Fibstta Corporation on Form 10-Q for
the period ended March 31, 2007 (the “Report”)tfer purpose of complying with Rule 13a-14(b) ord&rkibd-14(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Setii350 of Chapter 63 of Title 18 of the Unitedt&aCode.

Kimberly S. Patmore, the Chief Financial OfficerFifst Data Corporation, certifies that, to thetldher knowledge:

The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Exchange Act;

The information contained in the Report fairhggents, in all material respects, the financiadition and results of operations of First
Data Corporation

Date: May 8, 2007 /s/ Kimberly S. Patmore
Kimberly S. Patmor:
Chief Financial Officel




EXHIBIT 99

Private Securities Litigation Reform Act of 1995
Safe Harbor Compliance Statement for Forwar d-Looking Statements

All forward-looking statements are inherently uriaar as they are based on various expectationgssuinptions concerning future events
and they are subject to numerous known and unkniska and uncertainties which could cause actuahsvor results to differ materially
from those projected. Important factors upon whieh Company’s forward-looking statements are predhiaclude: (a) continued growth at
rates approximating recent levels for card-basetheat transactions and other product markets; @essful conversions under service
contracts with major clients; (c) renewal of maedontracts in the Company’s business units ctergisvith past experience; (d) timely,
successful and cosffective implementation of processing systemsrawiole new products, improved functionality andrgased efficiencie
(e) successful and timely integration of significhnsinesses and technologies acquired by the Qoyrgoad realization of anticipated
synergies; (f) continuing development and maintenaf appropriate business continuity plans forGbenpany’s processing systems based
on the needs and risks relative to each such sy¢tgrabsence of further consolidation among clfer@ncial institutions or other client
groups which has a significant impact on Compaimgntirelationships and no material loss of busiriess significant customers of the
Company; (h) achieving planned revenue growth thinout the Company, including in the merchant afleaprogram which involves several
joint ventures not under the sole control of thenpany and each of which acts independently of thers, and successful managemer
pricing pressures through cost efficiencies an@mtiost-management initiatives; (i) successfullynaging the credit and fraud risks in the
Company’s business units and the merchant alliapegtcularly in the context of the developinga@¥anerce markets; (j) anticipation of and
response to technological changes, particularlit vaspect to e-commerce; (k) attracting and retginualified key employees; (1) no
unanticipated changes in laws, regulations, cititl association rules or other industry standaffésting the Company’s businesses which
require significant product redevelopment effortsluce the market for or value of its productsemder products obsolete; (m) continuation
of the existing interest rate environment so aavimid increases in agent fees related to IPS’ przdand increases in interest on the
Company’s borrowings; (n) no unanticipated develepts relating to previously disclosed lawsuitsestigations or similar matters; (0) no
catastrophic events that could impact the Compamtyits major customer’s operating facilities, coomitation systems and technology or
that has a material negative impact on current@manconditions or levels of consumer spendingn@material breach of security of any of
our systems; (q) successfully managing the potenin for patent protection and patent liabilitythe context of rapidly developing legal
framework for expansive software patent protectionthe occurrence of any effect, event, develapnoe change that could give rise to the
termination of the agreement for the proposed #retisn announced on April 2, 2007 with New Omahédihgs L.P., an affiliate of
Kohlberg, Kravis Roberts and Co. (the “Merger Agneat” and the proposed transaction the “Merges)) tlie outcome of any legal
proceedings that may be instituted against the Gompand others following announcement of entenimig the Merger Agreement; (t) the
inability to complete the Merger due to the failtmeobtain shareholder approval or the failureattis§y other conditions to completion of the
Merger, including the receipt of certain foreigrdatomestic regulatory approvals; (u) the failureltain the necessary financing
arrangements set forth in commitment letters resgkin connection with the proposed transactionstigks that the proposed transactions
disrupt current plans and operations and the piatatifficulties in employee retention; (w) riskisat the proposed transactions cause the
Company’s alliance partners, customers or servigeigers to terminate or reduce their relationshign the Company; (x) the amount of the
costs, fees, expenses and charges related to tgeMend the actual terms of certain financing$s withneed to be obtained for the Merger;
and (y) the impact of the substantial indebtedtiesswill need to be incurred to finance the conswation of the Merger; and other risks that
are set forth in the “Risk Factors,” “Legal Procegd” and “Management Discussion and Analysis afuis of Operations and Financial
Conditior” sections of the Compa’s filings with the Securities and Exchange Comnois{“SEC").




