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EXPLANATORY NOTE

This Amendment No. 1 on Form 10-K/A amends the Company s Annual Report on Form 10-K for the year ended December 31, 2006, as filed
with the Securities and Exchange Commission on February 23, 2007, to include in Item 15 (c) the financial statements of Chase Paymentech as
required by Regulation S-X Rule 3-09. It also corrects an inadvertent error in identifying the correct filing information for the document
incorporated by reference for Exhibit 3(ii), the Company s By-laws. This amendment is not intended to update any other information presented in
the Annual Report as originally filed.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part of this report:
(3) The following exhibits are filed as part of this Annual Report or, where indicated, were heretofore filed and are hereby incorporated by

reference:

EXHIBIT NO.
2.1

2.2

23

3(3i)

3(ii)

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

DESCRIPTION
Agreement and Plan of Merger, dated as of April 1, 2003, among the Registrant, Monaco Subsidiary Corporation and
Concord EFS, Inc. (incorporated by reference to Exhibit 2 of the Registrant s Form S-4 filed May 21, 2003, Commission
File No. 333-105432).

Amendment and Abeyance Agreement, dated as of December 14, 2003, among the Registrant, Monaco Subsidiary
Corporation and Concord EFS, Inc. (incorporated by reference to Exhibit 2.1 of the Registrant s Form 8-K filed December
15, 2003).

Separation and Distribution Agreement, dated as of September 29, 2006, between First Data Corporation and The Western
Union Company (incorporated by reference to Exhibit 2.1 of the Registrant s Current Report on Form 8-K filed on October
2,2006).

Registrant s Second Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 4.1 of the
Registrant s Form S-8 for the First Data Corporation 2002 Long-Term Incentive Plan filed on June 10, 2002).

Registrant s By-laws (incorporated by reference to Exhibit 3(ii) of the Registrant s Current Report on Form 8-K filed
December 11, 2006).

The instruments defining the rights of holders of long-term debt securities of the Registrant and its subsidiaries are omitted
pursuant to Item 601 (b)(4)(iii)(A) of Regulation S-K. The Registrant hereby agrees to furnish copies of these instruments
to the SEC upon request.

Revolving Credit Agreement, dated as of October 24, 2005, among the Registrant, Wachovia Bank, National Association,
as Administrative Agent, Wells Fargo Bank, National Association, as Syndication Agent, the Documentation Agents and
the Banks parties thereto (incorporated by reference to Exhibit 99.1 to Registrant s Current Report on Form 8-K filed
October 27, 2005).

First Data Corporation 1993 Director s Stock Option Plan, as amended December 7, 2005 (incorporated by reference to
Exhibit 99.2 of the Registrant s Current Report on Form 8-K filed on December 13, 2005).*

Registrant s Senior Executive Incentive Plan, as amended and restated effective January 1, 2005 (incorporated by reference
to Exhibit B of the Registrant s Definitive Proxy Statement dated March 28, 2005). *

Registrant s Supplemental Incentive Savings Plan (incorporated by reference to Exhibit 4 of the Form S-8 filed by the
Registrant on December 16, 2002). *

First Data Corporation 1992 Long-Term Incentive Plan, as amended (incorporated by reference to Exhibit A of the
Registrant s Proxy Statement for its May 12, 1999 Annual Meeting). *

First Data Corporation 2002 Long-Term Incentive, as amended December 7, 2005 (incorporated by reference to Exhibit
99.1 of the Registrant s Current Report on Form 8-K filed on December 13, 2005). *

Form of Performance Grant Agreement under the 2002 Long-Term Incentive Plan for the period beginning January 1, 2004
(incorporated by reference to Exhibit 10.9 of the Registrant s Annual Report on Form 10-K for the year ended December 31,
2003). *

E-1
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10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

Form of Award Agreement under the First Data 1993 Directors Stock Option Plan (incorporated by reference to Exhibit 99.2 of the
Registrant s Current Report on Form 8-K filed December 14, 2004). *

Form of Non-Qualified Purchased Stock Option Agreement under the First Data 1993 Director s Stock Option Plan, as amended
July 2005 (incorporated by reference to Exhibit 10.6 of the Registrant s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2005). *

Form of Non-Qualified Stock Option Agreement under the First Data 1993 Director s Stock Option Plan, as amended July 2005
(incorporated by reference to Exhibit 10.7 of the Registrant s Quarterly Report on Form 10-Q for the quarter ended September 30,
2005). *

Form of Non-Qualified Stock Option Agreement under the First Data 2002 Long-Term Incentive Plan for Executive Officers
(incorporated by reference to Exhibit 99.1 of the Registrant s Current Report on Form 8-K filed December 14, 2004). *

Form of Non-Qualified Stock Option Agreement under the First Data 2002 Long-Term Incentive Plan for Section 16 Executive
Committee members, as amended July 2005 (incorporated by reference to Exhibit 10.3 of the Registrant s Quarterly Report on Form
10-Q for the quarter ended September 30, 2005). *

Form of Non-Qualified Stock Option Agreement under the First Data 2002 Long-Term Incentive Plan for Section 16
non-Executive Committee members, as amended July 2005 (incorporated by reference to Exhibit 10.4 of the Registrant s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2005). *

Form of Non-Qualified Stock Option Agreement under the First Data 2002 Long-Term Incentive Plan for employees other than
Executive Officers (incorporated by reference to Exhibit 10.10 of the Registrant s Annual Report on Form 10-K for the year ended
December 31, 2004). *

Form of Non-Qualified Stock Option Agreement under the First Data 2002 Long-Term Incentive Plan for employees other than
Executive Committee members, as amended July 2005 (incorporated by reference to Exhibit 10.5 of the Registrant s Quarterly
Report on Form 10-Q for the quarter ended September 30, 2005). *

Form of Non-Qualified Stock Option Agreement under the First Data 1992 Long-Term Incentive Plan for Executive Officers
(incorporated by reference to Exhibit 10.11 of the Registrant s Annual Report on Form 10-K for the year ended December 31,
2004). *

Form of Non-Qualified Stock Option Agreement under the First Data 1992 Long-Term Incentive Plan for employees other than
Executive Officers (incorporated by reference to Exhibit 10.12 of the Registrant s Annual Report on Form 10-K for the year ended
December 31, 2004). *

Form of Restricted Stock Grant Agreement under the First Data 2002 Long-Term Incentive Plan for Executive Officers
(incorporated by reference to Exhibit 10.13 of the Registrant s Annual Report on Form 10-K for the year ended December 31,
2004). *

Form of Restricted Stock Grant Agreement under the First Data 2002 Long-Term Incentive Plan for Executive Committee
members, as amended July 2005 (incorporated by reference to Exhibit 10.2 of the Registrant s Quarterly Report on Form 10-Q for
the quarter ended September 30, 2005).*

Description of Director compensation arrangement (incorporated by reference to the paragraph Compensation of Directors on page
10 of the Registrant s Definitive Proxy Statement on Schedule 14A filed March 27, 2006).*

First Data Corporation Severance/Change in Control Policy, as adopted July 26, 2005 (incorporated by reference to Exhibit 10.1 of
the Registrant s Current Report on Form 8-K filed on August 1, 2005).*

E-2
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10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

12

21

23.1

23.2(1)
31.1(1)

31.2(1)

32.1(1)

Form of Director Indemnification Agreement (incorporated by reference to the Exhibit 10.24 of the Registrant s Annual Report
on Form 10-K for the year ended December 31, 2005). *

Retirement and Consulting Agreement between the Registrant and Charles T. Fote dated November 26, 2005 (incorporated by
reference to the Exhibit 10.25 of the Registrant s Annual Report on Form 10-K for the year ended December 31, 2005). *

Letter Agreement between the Registrant and Henry C. Duques dated November 26, 2005 (incorporated by reference to the
Exhibit 10.26 of the Registrant s Annual Report on Form 10-K for the year ended December 31, 2005). *

Employment Agreement between the Registrant and Edward A. Labry III dated April 1, 2003 (incorporated by reference to the
Exhibit 10.27 of the Registrant s Annual Report on Form 10-K for the year ended December 31, 2005). *

Description of additional director fees paid to Jack M. Greenberg as the non-executive chairperson of The Western Union
Company (incorporated by reference to Item 1.01 of the Company s Current Report on Form 8-K filed on May 12, 2006). *

Tax Allocation Agreement, dated as of September 29, 2006, between First Data Corporation and The Western Union Company
(incorporated by reference to Exhibit 10.1 of the Registrant s Current Report on Form 8-K filed on October 2, 2006).

Employee Matters Agreement, dated as of September 29, 2006, between First Data Corporation and The Western Union
Company (incorporated by reference to Exhibit 10.2 of the Registrant s Current Report on Form 8-K filed on October 2, 2006).

Patent Ownership Agreement and Covenant Not to Sue, dated as of September 29, 2006, between First Data Corporation and
The Western Union Company (incorporated by reference to Exhibit 10.3 of the Registrant s Current Report on Form 8-K filed
on October 2, 2006).

Exchange Agreement, dated as of September 26, 2006, among First Data Corporation, J.P. Morgan Securities Inc., Barclays
Capital Inc. and The Western Union Company (incorporated by reference to Exhibit 10.4 of the Registrant s Current Report on
Form 8-K filed on October 2, 2006).

Description of Named Executive Officer salary and bonus arrangements for 2007 (incorporated by reference to Exhibit 10.31
of the Registrant s Annual Report on Form 10-K for the year ended December 31, 2006 filed on February 23, 2007).*

Computation in Support of Ratio of Earnings to Fixed Charges (incorporated by reference to Exhibit 12 of the Registrant s
Annual Report on Form 10-K for the year ended December 31, 2006 filed on February 23, 2007).

Subsidiaries of the Registrant (incorporated by reference to Exhibit 21 of the Registrant s Annual Report on Form 10-K for the
year ended December 31, 2006 filed on February 23, 2007).

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm (incorporated by reference to Exhibit 23 of
the Registrant s Annual Report on Form 10-K for the year ended December 31, 2006 filed on February 23, 2007).

Consent of Grant Thornton LLP, Independent Registered Public Accounting Firm.

Certification of CEO pursuant to rule 13a-14(a) or 15d-14(a) of the Exchange Act, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

Certification of CFO pursuant to rule 13a-14(a) or 15d-14(a) of the Exchange Act, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

Certification of CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
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32.2(1) Certification of CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
99.1 Hold Separate Stipulation and Order issued by the Department of Justice, signed on December 14, 2003 (incorporated by

reference to Exhibit 99.1 of the Registrant s Form 8-K filed December 15, 2003).

(1) Filed herewith.
* Management contracts and compensatory plans and arrangements required to be filed as exhibits pursuant to Item 15(b) of this report.

(¢) The following financial statements are included in this amendment to the Company s annual report pursuant to Regulations S-X Rule 3-09:

(1) Chase Paymentech
Combined Financial Statements and Report of Independent Registered Public Accounting Firm

For the fiscal years ended December 31, 2006, 2005 (unaudited) and 2004 (unaudited)

E-4
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Combined Financial Statements and Report of Independent
Registered Public Accounting Firm for Chase Paymentech
Including:

December 31, 2006

December 31, 2005 (unaudited)

December 31, 2004 (unaudited)
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Report of Independent Registered Public Accounting Firm
Board of Managers
Chase Paymentech Solutions, LLC

We have audited the accompanying combined balance sheet of Chase Paymentech (the Company) as of December 31, 2006, and the related
combined statements of income and comprehensive income, changes in owners equity and cash flows for the year ended December 31, 2006.
These financial statements are the responsibility of the Company s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform an audit of its internal control over financial reporting. Our
audit included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the financial position of Chase
Paymentech as of December 31, 2006 and the results of their operations and their cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

The accompanying combined balance sheet of Chase Paymentech as of December 31, 2005, and related combined statements of income and
comprehensive income, changes in owners equity and cash flows for the two years then ended were not audited by us and, accordingly, we do
not express an opinion on them.

As discussed in Note 3 to the combined financial statements, in 2006 the Company changed its method of accounting for share-based payments
in accordance with Statement of Financial Accounting Standards No. 123(R), Share-Based Payment, and its method of accounting for defined
benefit and postretirement benefit plans in accordance with Statement of Financial Accounting Standards No. 158, Employers Accounting for
Defined Benefit Pension and Other Postretirement Plans - An Amendment of FASB Statement No. 87, 88, 106 and 132(R).

/s/ GRANT THORNTON LLP
Dallas, Texas

March 23, 2007
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Chase Paymentech
COMBINED BALANCE SHEETS

(In thousands)

ASSETS
Current assets
Cash and cash equivalents
Receivables related to merchant processing
Investments, available-for-sale
Accounts receivable, net of allowance for doubtful accounts of $12,397 and $12,941 as of December 31, 2006 and
2005, respectively
Deferred income taxes
Prepaid expenses and other current assets

Total current assets

Property and equipment, net

Goodwill

Intangible assets, net of accumulated amortization of $498,048 and $423,457 as of December 31, 2006 and 2005,
respectively

Other assets

Total assets

LIABILITIES AND EQUITY
Current liabilities
Liabilities related to merchant processing
Accounts payable
Payables to related parties
Merchant deposits
Liability for Pension Plan
Liability for SERP Plan
Accrued assessments
Other accrued expenses
Current portion of long-term debt

Total current liabilities
Long-term debt, net of current portion

Deferred income taxes

Total liabilities

Minority interest

Commitments and contingencies (Note 5)
Temporary equity

Accumulated other comprehensive income

Owners equity

Total owners equity

December 31,
2005
2006 (unaudited)
$1,315,890 $1,233,368
3,771,418 2,044,033
136,202 99,118
394,054 387,465
199 7,364
20,757 50,939
5,638,520 3,822,287
84,292 70,789
372,284 372,563
61,859 135,095
23,994 27,616
$6,180,949 $4,428,350
$4,287,726 $2,685,898
27,838 27,359
41,751 69,563
651,672 586,992
3,235 3,548
587 449
25,346 20,669
140,759 100,097
16,922 16,667
5,195,836 3,511,242
16,959
28,044 25,829
5,223,880 3,554,030
437 1,311
8,523

23,744 25,279
924,365 847,730
948,109 873,009

10



Edgar Filing: FIRST DATA CORP - Form 10-K/A

Total liabilities and equity $6,180,949 $4,428,350

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

11
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Chase Paymentech
COMBINED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
For the years ended

(In thousands)

December 31,
2005

2006 (unaudited)
Revenue $1,206,583 $ 809,098
Expenses
Operating 398,352 247,603
Salaries and employee benefits 213,133 164,393
Depreciation and amortization 113,663 76,522
Total expenses 725,148 488,518
Operating income 481,435 320,580
Other income (expense), net
Interest income 85,202 32,072
Interest expense (18,372) (5,413)
Foreign currency exchange (149) (529)
Total other income, net 66,681 26,130
Income before income taxes and minority interest 548,116 346,710
Provision for income taxes 71,766 61,575
Minority interest (398) (1,606)
Net income $ 475952 $ 283,529
Comprehensive income
Net income $ 475,952 $ 283,529
Other comprehensive income (loss), net of tax:
Net unrealized gains (losses) on investments 209 1,133
Cash flow hedges 5) 31
Foreign currency translation adjustment (1,826) 3,037
Additional minimum pension liability 105 (280)
Comprehensive income $ 474,435 $ 287,450

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

2004

(unaudited)
$ 638,701

195,854
142,122
66,035

404,011

234,690

10,570
(2,072)
3,327

11,825

246,515

56,219
(1,932)

$ 188,364

$ 188,364
(1,997
(26)

7,873
(1,035)

$ 193,179

12
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Chase Paymentech

COMBINED STATEMENTS OF CHANGES IN OWNERS EQUITY

Balances at December 31, 2003 (unaudited)
Net income

Other comprehensive income

Cash dividends and distributions

Non-cash distributions

Recognition of share-based compensation
expense

Stock issuance, repurchases and other

Balances at December 31, 2004 (unaudited)
Net income

Other comprehensive income

Cash dividends and distributions

Non-cash distributions

Contributions

Integration of CMS (Note 1)

Stock issuance, repurchases and other

Balances at December 31, 2005 (unaudited)
Net income

Other comprehensive income

Cash dividends and distributions

Non-cash distributions

Contributions

Stock issuance, repurchases and other
Adjustment to initially apply SFAS 158, net of
tax

Balances at December 31, 2006

(In thousands)

Partnerships
Corporations and LLC s
Partners
Accumulated
Additional Capital and Elimination of
Other Paid- In Members Investment
ComprehensiveCommon Retained in
Total Income Stock  Capital Earnings Equity Subsidiaries
$ 758,165 $ 16,543  $ $ 200,996 $ 99293 $ 759322 § (317,989)
188,364 68,684 252,931 (133,251)
4,815 4,815
(209,795) (76,184) (265,313) 131,702
(151) (151)
13,436 13,436
12,725 12,725
767,559 21,358 227,157 91,793 746,789 (319,538)
283,529 92,988 342,846 (152,305)
3,921 3,921
(191,952) (60,145) (261,657) 129,850
(939) (939)
30,434 30,434
40,603 (122,418) 40,603 122,418
(60,146) (60,146)
873,009 25,279 44,593 124,636 898,076 (219,575)
475,952 108,265 539,382 (171,695)
(1,517) (1,517)
(477,562) (103,522) (741,588) 367,548
(863) (863)
95,641 95,641
(16,533) (16,533)
(18) (18)
$ 948,109 $ 23,744  $ $ 28,060 $ 129379 $ 790,648 $ (23,722)

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

13
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Chase Paymentech
COMBINED STATEMENTS OF CASH FLOWS
For the years ended

(In thousands)

2006
Operating activities
Net income $ 475,952
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 113,663
Recognition of share-based compensation expense
Deferred income taxes 9,380
Minority interest 398
Provision for doubtful accounts 8,512
Loss on impairment of investment
Non-cash expense 5,600
Changes in operating assets and liabilities:
Receivables related to merchant processing (1,729,913)
Accounts receivable (19,390)
Prepaid expenses and other assets 25,893
Accounts payable (5,786)
Liabilities related to merchant processing 1,604,049
Accrued assessments 4,680
Merchant deposits 64,769
Other accrued expenses 39,344
Net cash provided by operating activities 597,151
Investing activities
Purchases of property and equipment (50,823)
Purchases of merchant portfolios (1,566)
Investments, net (36,790)
Net cash used in investing activities (89,179)
Financing activities
Dividends and distributions (478,152)
Capital contributions 95,641
Cash retained as a result of excess tax benefits relating to employee share-based awards 2,304
Proceeds from issuance of common stock related to employee share-based awards 2,471
Share repurchases related to employee share-based awards (6,469)
Payments on short-term financing (23,867)
Payments on long-term debt (17,648)
Operating cash attributed to the integration of CMS on October 1, 2005
Net cash provided by (used in) financing activities (425,720)
Effect of exchange rate changes on cash and cash equivalents 270

December 31,
2005
(unaudited)

$ 283,529
76,522

4,052
1,606
8,530

126
2,434

(846,071)
(41,426)
(31,575)

73,970
804,559
2,360
139,501
28,558

506,675

(33,494)
(750)
(14,492)

(48,736)

(193,795)

(2,661)
1,840

(26,682)

(17,023)
568,383

330,062

967

2004
(unaudited)

$ 188,364

66,035
13,814
3,752
1,932
4,596
881

(129,285)

(67,989)
2,903

(10,321)
239,669
803
9,097
6,812

331,063

(32,766)
(2,083)
18,730

(16,119)

(212,324)

6,044
3,090
(14,527)

(16,360)

(234,077)

354

14
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Increase in cash and cash equivalents 82,522 788,968
Cash and cash equivalents at beginning of year 1,233,368 444,400
Cash and cash equivalents at end of year $ 1,315,890 $1,233,368

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

81,221
363,179

$ 444,400

15
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Chase Paymentech
NOTES TO COMBINED FINANCIAL STATEMENTS
For the Year Ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

NOTE 1 - ORGANIZATION AND BUSINESS

Organization

The accompanying combined financial statements include all entities commonly owned by First Data Corporation and its subsidiaries (FDC) and
JPMorgan Chase & Co. and its subsidiaries (JPMorgan Chase or JPMC). The common ownership of these entities, which are primarily joint
ventures, occurred over the course of several years and involved multiple transactions between FDC, JPMC, Bank One Corporation (Bank One)
and the joint ventures. The commonly owned entities include corporations, limited partnerships (LPs), a general partnership and limited liability
companies (LLCs) and are functionally grouped into two operating divisions and a group of holding companies. These entities and their form are
shown below, by functional grouping, and are collectively referred to as Chase Paymentech, or the Company:

Name of Entity Form of Entity

Holding Companies

FDC Offer Corp. Corporation (incorporated in Delaware in 1999)
Subsidiaries:

Paymentech, Inc. Corporation (incorporated in Delaware in 1995)
Paymentech Management Resources, Inc. Corporation (incorporated in Delaware in 1995)
Paymentech Employee Resources LLC LLC (formed in Delaware in 1999)

Chase Merchant Services, LLC LLC (formed in Delaware in 1997)

Chase Paymentech U.S. Operations

Chase Paymentech Solutions, LLC LLC (formed in Delaware in 1996)
Subsidiaries:

PTI General Partner, LLC LLC (formed in Delaware in 2001)
BOPS Holding, LLC LLC (formed in Delaware in 2001)
Merchant-Link, LLC LLC (formed in Delaware in 1999)
Paymentech Salem Services, LLC LLC (formed in Delaware in 2003)
S3 Financial Services, LLC LLC (formed in Delaware in 2005)
Chase Alliance Partners, L.P. LP (formed in Delaware in 2005)
Paymentech, L.P. LP (formed in Delaware in 2001)

Chase Paymentech Canadian Operations

Chase Paymentech Solutions General Partnership (formed in Ontario in 2002)

The aggregate beneficial ownership in Chase Paymentech is approximately 51% ownership by JPMC and approximately 49% ownership by

FDC. With respect to FDC s ownership interest in Chase Paymentech, the Company met the test provided in SEC Regulation S-X Rule 3-09
(Rule 3-09), in that FDC s equity earnings in the Company exceeded 20% of FDC s consolidated income from continuing operations before
income taxes for the year ended December 31, 2006. In accordance with Rule 3-09, these combined financial statements are filed with FDC s
Form 10-K/A as part of Item 15(c). The Company did not meet the test for the years ended December 31, 2005 or 2004, as FDC s equity earnings
in the Company did not exceed the 20% threshold in Rule 3-09. While the combined financial statements present financial information as of
December 31, 2005 and for the years ended December 31, 2005 and 2004, this information is unaudited because the Company was not audited in
its combined form for those periods.

Holding Companies

FDC Ofter Corp. and its subsidiaries, Paymentech, Inc. and Paymentech Management Resources, Inc. (PMRI), are primarily holding companies
whose main source of income results from their ownership interests in the Company s U.S. operations. Paymentech
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Chase Paymentech
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)
Employee Resources LLC is the employer of all employees associated with the U.S. operations. The accompanying combined
financial statements include the financial position and results of operations and cash flows for these entities for all periods presented.

Chase Merchant Services, LLC (CMS) is a joint venture formed by FDC and JPMC in 1997. As discussed below, effective October 1, 2005, all
of the assets and liabilities of CMS were transferred to the Company s U.S. operations in exchange for an ownership interest in Chase
Paymentech Solutions, LLC. Subsequent to the October 1, 2005 transaction, CMS primary source of income results from its ownership interests
in the Company s U.S. operations. The accompanying combined financial statements include the financial position and results of operations and
cash flows for CMS for all periods subsequent to October 1, 2005.

U.S. Operations

Chase Paymentech Solutions, LLC (Chase Paymentech U.S. or the Company s U.S. operations), formerly Banc One Payment Services, L.L.C.
(BOPS), and its subsidiaries, as shown above, comprise the Company s U.S. based operations. Chase Paymentech U.S. is a joint venture
beneficially owned by FDC and JPMC, through direct investments as well as through investments in FDC Offer Corp. and CMS. Each of these
members in the joint venture hold membership interests which are of a single class and have substantially the same rights and privileges.

BOPS was originally formed as a joint venture between FDC and Bank One in 1996. As a result of JPMC s merger with Bank One in July 2004,
FDC and JPMC beneficially owned both BOPS and CMS, which while commonly owned, were controlled by different management committees
and were competitors in the marketplace. To benefit from the complementary technological and management knowledge, as well as the market
presence of each of these joints ventures, on October 1, 2005, through a series of transactions, all of the assets and liabilities of CMS were
transferred to BOPS, and the joint venture was subsequently renamed Chase Paymentech Solutions, LLC.

The results of the Company s U.S. operations and cash flows included in the accompanying combined financial statements for the nine month
period ended on September 30, 2005 and the year ended December 31, 2004 represent the historical results of BOPS. The financial position and
results of operations and cash flows for all periods presented subsequent to October 1, 2005 reflect the operations of Chase Paymentech U.S. in
its current form.

Canadian Operations

Chase Paymentech Solutions (Chase Paymentech ~Canada or the Company s Canadian operations), formerly Paymentech Canada, is a joint
venture beneficially owned by FDC and JPMC and comprises the Company s entire Canadian operations. Each of the partners in the joint venture
hold partnership interests which are of a single class and have the same rights and privileges.

Business

The Company engages in the electronic payment processing industry for businesses accepting credit, debit, fleet, and stored value card payments
via point-of-sale, internet, catalog and recurring billings. The Company provides these services for transactions that originate throughout the
world for financial institutions, sales agents and the Company s direct merchants, which are primarily located in North America.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying combined financial statements are presented in conformity with accounting principles generally accepted in the United States
of America (U.S. GAAP). All intercompany profits, accounts, and transactions have been eliminated.
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)
Unaudited Financial Information

The unaudited combined financial statements as of December 31, 2005 and for the years ended December 31, 2005 and 2004 have been prepared
in accordance with U.S. GAAP. These financial statements were prepared on the same basis as the combined financial statements as of
December 31, 2006 and for the year then ended, and in the opinion of management, reflect all adjustments and accruals considered necessary to
fairly present the Company s combined financial position, results of operations, and cash flows.

Use of Estimates

The preparation of combined financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect the amounts reported on the combined financial statements and accompanying notes. Actual results could differ from those estimates.

Foreign Currency Translation

The Company s Canadian operation uses its local currency, the Canadian dollar (CAD), as its functional currency. The assets and liabilities
related to the Canadian operations in the accompanying combined balance sheets are translated at period end exchange rates. Resulting
translation adjustments are reported as a separate component of owners equity. All income and expense items are translated using the average
exchange rate for the period. Net transaction gains and losses are included in earnings. Unless otherwise stated, amounts presented herein related
to the Canadian operations are in U.S. dollars.

Cash and Cash Equivalents

The Company considers cash, certificates of deposit, money market funds, and all highly liquid investments with maturities of three months or
less when purchased to be cash equivalents.

Receivables Related to Merchant Processing

Receivables related to merchant processing represent amounts due from card brands for transactions that have been processed.
Investments

The Company classifies its investments as available-for-sale. Available-for-sale investments consist of government, government-backed,
corporate debt securities, equity securities, mutual funds and auction rate securities, which are stated at fair value, with net unrealized gains or
losses on the securities recorded as a separate component of comprehensive income. Realized gains and losses are included in earnings and are
derived using the average cost method for determining the cost of securities. A decline in market value of any available-for-sale security below
cost that is deemed to be other-than-temporary results in an impairment charge to earnings, and a new cost basis for the security is established.

Concentrations of Credit Risk

Concentrations of credit risk with respect to accounts receivable are considered minimal. Amounts receivable are generally deducted from
customers accounts either monthly or as debit and credit card transactions are processed. No single customer accounted for more than ten
percent of receivables at December 31, 2006 or 2005, or of revenue for the years ended December 31, 2006, 2005 or 2004.

Property and Equipment

Property and equipment are carried at cost, net of accumulated depreciation and amortization. Depreciation for furniture and equipment is
recorded on a straight-line basis over periods ranging from three to five years. Leasehold improvements are amortized over the lesser of the
economic useful life of the improvement or the term of the lease. The Company capitalizes computer software costs in accordance with
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Statement of Position No. 98-1, Accounting for the Costs of Computer Software Developed or Obtained for Internal Use. These costs are
amortized on a straight-line basis over the period of benefit ranging from three to five years.

Advertising

Advertising costs are expensed as incurred. For the years ended December 31, 2006, 2005 and 2004, the Company incurred $5.3 million, $4.1
million, and $3.4 million in advertising expense, respectively.
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Goodwill and Intangible Assets
Goodwill represents the excess of purchase price over identifiable assets acquired, less liabilities assumed from business combinations. Under

the provisions of Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets, goodwill is no longer
amortized; it is tested annually for impairment. The Company s annual impairment tests did not identify any impairment in 2006, 2005, or 2004.

Intangible assets primarily consist of purchased merchant portfolios, technology-based intangible assets, and non-compete/referral agreements.
These intangible assets are amortized over their estimated useful lives and are subject to impairment testing whenever events occur that would
affect the recoverability of the asset. The Company amortizes these intangible assets, primarily on a straight-line basis, over the estimated period
to be benefited, ranging from three to ten years beginning January 1, 2006. Intangible assets also include the unrecognized prior service costs
relating to the Company s pension plan.

Other Assets

Other assets primarily consist of deferred charges for contributions for services paid on the Company s behalf, which are amortized on a
straight-line basis over the period that the services are to be performed.

Liabilities Related to Merchant Processing

Liabilities related to merchant processing primarily represent payables to merchants for transactions that have been processed.
Accrued Assessments

Accrued assessments represent fees payable to card brands for debit and credit card transactions that have been processed.

Minority Interest

Minority interest represents the minority stockholders proportionate share of the equity and earnings of Paymentech, Inc. Minority interest
represented 0.3%, 0.8% and 5.0% of Paymentech, Inc. s outstanding stock at December 31, 2006, 2005 and 2004, respectively.

Cash Flow Hedges

The Company s Canadian operations utilize forward contracts to hedge exposure to foreign currency fluctuations in the exchange rate for U.S.
dollars. In accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended by SFAS No. 138,
Accounting for Certain Derivative Instruments and Certain Hedging Activities ~An Amendment of FASB Statement No. 133, the Company
includes derivatives in other accrued expenses on the combined balance sheets at fair value. The Company accounts for these derivatives as cash
flow hedges, thus the change in fair value of the derivative contracts and the underlying hedged items were included in foreign currency
exchange in the accompanying combined statements of income and comprehensive income.
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Comprehensive Income

Comprehensive income includes net income, changes in unrealized gains and losses on investments, amounts resulting from cash flow hedging
activities, changes in the adjustment resulting from foreign currency translation, and changes in the additional minimum pension liability.

Revenue

Revenue represents fees earned for processing credit and debit card transactions for merchants (including merchant discount fees), partially
offset by interchange fees and debit network fees. Revenue also includes amounts earned from third party credit and debit authorization services,
incentive payments from card brands for participation in certain initiatives, the sale and rental of point-of-sale equipment, the sale of payment
processing software, merchant call center help desk services, fees for the deployment of point-of-sale supplies and repair of point-of-sale
equipment. Revenue is recorded as services are performed or as merchandise is shipped.

Income Taxes

The Company s functional groups discussed in Note 1 have various treatments for tax purposes. FDC Offer Corp. and its subsidiaries are treated
as a corporation for Federal and state income tax purposes. CMS is treated as a pass-through entity for Federal and state income tax purposes.

The members include their share of the Company s taxable income in their applicable tax returns. The Company s U.S. operations are also treated
as a pass-through entity for Federal and most state income tax purposes. Its members include their share of the Company s taxable income in

their applicable tax returns. The Company s Canadian operation is treated as a pass-through entity for Canadian Federal and Provincial income

tax purposes. Its partners include their share of the Company s taxable income in their applicable tax returns.

The Company uses the asset and liability method required by SFAS No. 109, Accounting For Income Taxes, in accounting for income taxes.
Deferred tax assets and liabilities are recorded for temporary differences between the tax basis of assets and liabilities and their reported amounts
in the financial statements, using statutory tax rates for the applicable entity in effect for the year in which the differences are expected to
reverse. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the results of operations in the period that
includes the enactment date. A valuation allowance is recorded to reduce the carrying amounts of deferred tax assets unless it is more likely than
not that such assets will be realized.

Asset Impairment

In accordance with the provisions of SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, management reviews the
carrying value of its long-lived assets whenever events indicate that their carrying amounts may not be recoverable. If, upon review, an
impairment of the value of the asset is indicated, an impairment loss would be recorded in the period such determination is made. No
impairments were recorded for the years ended December 31, 2006, 2005, or 2004.

NOTE3 NEW ACCOUNTING PRONOUNCEMENTS

Accounting for Share-Based Payments

In December 2004, the Financial Accounting Standards Board (FASB) issued SFAS No. 123(R), Share-Based Payment (SFAS 123R), which
became effective for the Company on January 1, 2006. The Company had previously adopted the expense provisions of SFAS No. 123,
Accounting for Stock-Based Compensation. As required, on January 1, 2006, the Company adopted the provisions of SFAS 123R and all related
interpretations under the modified prospective method. SFAS 123R requires all share-based payments to employees, including employee stock
options and stock appreciation rights (SARs), to be measured at their grant date fair values. As a result of certain redemption features, discussed
in Note 15, concurrent with the adoption of SFAS 123R, the Company also applied the provisions of Accounting Series Release 268,
Redeemable Preferred Stocks (ASR 268). ASR 268 requires the Company to reclassify amounts relating to outstanding options, and shares
issued as a result of exercise of these options, outside of permanent equity (to temporary equity). There were no effects on the Company s results
of operations or cash flows as a result of adopting the provisions of SFAS 123R or ASR 268.
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Accounting for Uncertainty in Income Taxes

In June 2006, the FASB issued FASB Interpretation No. (FIN) 48, Accounting for Uncertainty in Income Taxes, An Interpretation of FASB
Statement No. 109 (FIN 48). FIN 48 provides a comprehensive model for how a company should recognize, measure, present and disclose in its
financial statements uncertain tax positions that the company has taken or expects to take on a tax return. FIN 48 defines the threshold for
recognizing tax return positions in the financial statements as more likely than not that the position is sustainable, based on its merits. FIN 48
also provides guidance on the measurement, classification and disclosure of tax return positions in the financial statements. FIN 48 is effective
for fiscal years beginning after December 15, 2006, with the cumulative effect of the change in accounting principle recorded as an adjustment
to the beginning balance of retained earnings in the period of adoption. The Company will adopt this interpretation in 2007 and is currently
evaluating the impact of implementing FIN 48 on its combined financial statements. The Company does not expect adoption of this
interpretation to have a material impact on its financial statements.

Fair Value Measurements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. This statement defines fair value, establishes a fair value
hierarchy to be used in U.S. GAAP, and expands disclosures about fair value measurements. Although this statement does not require any new
fair value measurements, the application could change current practice. The statement is effective for fiscal years beginning after November 15,
2007. The Company is currently evaluating the impact of this statement on its combined financial position and results of operations.

Accounting for Defined Benefit and Other Postretirement Plans

In September 2006, the FASB issued SFAS No. 158, Employers Accounting for Defined Benefit Pension and Other Postretirement Plans an
amendment of FASB Statement No. 87, 88, 106, and 132(R) (SFAS 158). SFAS 158 requires a company to recognize the funded status of a
benefit plan, measured as the difference between plan assets at fair value and the benefit obligation, as an asset or liability in its statement of
financial position and to recognize previously unrecognized gains/(losses) and prior service costs or credits as components of comprehensive
income, net of tax, as of the end of the fiscal year ending after December 15, 2006; and measure defined benefit plan assets as of the date of the
employer s statement of financial position for periods ending after December 15, 2008.

The Company adopted the recognition and measurement provisions of SFAS 158 in 2006 for its pension plan and Supplemental Executive
Retirement Plan (SERP). The effect of applying the recognition provisions of SFAS 158 to the Company s pension plan was a $28 thousand
(pre-tax) decrease in intangible assets related to unrecognized prior service costs and a corresponding increase in accumulated other
comprehensive income on the combined statement of owners equity as of December 31, 2006. There was no effect of applying SFAS 158 to the
Company s SERP as of December 31, 2006. The Company utilizes a fiscal year-end measurement date for its Pension Plan and SERP, so there
was no effect of applying the measurement provisions of SFAS 158 on the Company s combined financial position or results of operations.

NOTE 4 - PROPERTY AND EQUIPMENT

A summary of property and equipment by major class as of December 31, 2006 and 2005 is as follows (in thousands):

2006 2005
Furniture and equipment $ 153,266 $ 142,300
Capitalized software 92,809 90,174
Leasehold improvements 12,005 18,648

258,080 251,122
Less accumulated depreciation and amortization (173,788) (180,333)
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$ 84,292
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$ 70,789
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For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Depreciation and amortization expense related to property and equipment was $38.8 million, $34.4 million, and $32.1 million for the years
ended December 31, 2006, 2005, and 2004, respectively. For the years ended December 31, 2006 and 2005, software costs of $11.4 million and
$6.5 million were capitalized, respectively.

NOTE 5 - COMMITMENTS AND CONTINGENCIES

Operating I eases

The Company leases office space and certain equipment under operating leases with remaining terms ranging up to twelve years. The office
space leases contain renewal options and generally require the Company to pay certain operating expenses. Future minimum lease commitments
under non-cancelable leases as of December 31, 2006 are as follows (in thousands):

2007 $ 8,402
2008 7,940
2009 8,236
2010 9,063
2011 8,839
Thereafter 46,368
Total $ 88,848

The combined statements of income and comprehensive income include rental expense for operating leases of $9.7 million, $8.6 million, and
$8.1 million for the years ended December 31, 2006, 2005, and 2004, respectively.

Guarantees

Under the card brand rules, when a merchant acquirer processes bankcard transactions, it has certain liabilities for the transactions. These
liabilities arise from disputes between cardholders and merchants due to the cardholders dissatisfaction with merchandise quality or the
merchants service, which are not resolved with the merchant. In such cases, the transactions are charged back to the respective merchants and
the related purchase amounts are refunded to the cardholders by the card issuer. If the merchant does not fund the refund due to insolvency,
bankruptcy or other extraneous reasons, the Company, in certain circumstances is liable for the full amount of the transaction. This liability is
considered a guarantee under FIN No. 45, Guarantor s Accounting and Disclosure Requirements for Guarantees, Including Indirect

Guarantees of Indebtedness of Others, as described below.

A cardholder generally has until the later of four months from the date of purchase or delivery of products or services to present a chargeback.
Management believes that the maximum exposure for its liability at any time does not exceed the total amount of bankcard transactions
processed for the preceding four-month period. For the four-month periods from September through December 2006, 2005, and 2004, these
amounts were $231.5 billion, $175.0 billion, and $73.4 billion, respectively.

The Company records a provision for its estimated obligation based upon factors surrounding the credit risk of specific customers, historical
credit losses, current processing volume and other relevant factors. As shown in Note 6, for the years ended December 31, 2006, 2005 and 2004,
the Company incurred aggregate merchant credit losses, net of recoveries, of $9.0 million, $9.6 million, and $5.0 million, respectively, on total
processed volumes of $660.6 billion, $332.1 billion and $200.7 billion, respectively.

The Company calculates its provision and evaluates the appropriateness of its reserve on a monthly basis. The provision for credit losses is
included in operating expenses on the combined statements of income and comprehensive income. The reserve for this obligation is included in
accounts receivable on the combined balance sheets. The Company believes the recorded reserve approximates the fair value of the contingent
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For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

The Company also requires cash deposits, guarantees, letters of credit and other types of collateral from certain merchants to minimize its
liability. As of December 31, 2006 and 2005, the Company held cash deposits of $651.7 million and $587.0 million, respectively, which were
classified as merchant deposits on the combined balance sheets. The Company also held collateral in the form of letters of credit totaling $192.1
million and $180.5 million at December 31, 2006 and 2005, respectively; merchant certificates of deposit totaling $49.0 million and $41.3
million at December 31, 2006 and 2005, respectively, and other types of collateral of $24.8 million at December 31, 2005.

Other Contingencies

Both the Company and our customers handle sensitive information, such as credit card numbers and personal consumer data, utilizing computer
and telecommunications systems operated by the Company, our customers and outside third party providers. Despite internal controls and card
brand imposed data security rules, which are in place to protect this information, ever evolving technology presents inherent risks of data
compromises. Data compromises of our customers systems can result in significant financial liability to the Company if the fines and liability for
fraudulent card usage exceeds our customers financial capacity. While the Company has not experienced significant losses in the past, data
compromise of sensitive data processed by the Company or a third party vendor could have a material impact on the Company s financial
position and results of operations.

In the course of business, the Company is a defendant in various lawsuits. Management believes that the resolution of these lawsuits will not
have a material impact on the Company s combined financial position or results of operations.

NOTE 6 - ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company establishes an allowance for doubtful accounts based upon factors surrounding the credit risk of specific customers, historical
trends and other relevant factors, as discussed in Note 5. Amounts deemed uncollectible are recorded as a reduction to the allowance for doubtful
accounts when written off. A summary of the allowance for doubtful accounts is as follows (in thousands):

2006 2005 2004
Reserve balance at beginning of year $12,941 $ 8,489 $ 8,810
Additional reserve attributed to the integration of CMS on October 1, 2005 5,449
Provision for doubtful accounts 8,512 8,530 4,596
Write-offs, net (9,032) 9,612) (4,980)
Effects of foreign currency translation (24) 85 63
Reserve balance at end of year $12,397 $12,941 $ 8,489
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)
NOTE7 GOODWILL AND INTANGIBLE ASSETS
Goodwill

As discussed in Note 2, the Company accounts for goodwill in accordance with SFAS 142. A summary of goodwill is as follows (in thousands):

2006 2005
Balance at beginning of year $ 372,563 $ 368,697
Effects of foreign currency translation (279) 3,866
Balance at end of year $ 372,284 $ 372,563

Intangible Assets

A summary of intangible assets and accumulated amortization by intangible asset category as of December 31, 2006 and 2005 is as follows (in
thousands):

Gross Carrying Amount

Non-
compete/

Merchant Referral Pension

Portfolios Agreements Intangibles Total
Balance at December 31, 2004 $ 320,802 $ 14,080 $ 28 $ 334,910
Additional intangible assets attributed to the integration of CMS on October 1, 2005 220,385 220,385
Other additions 750 750
Effects of foreign currency translation 2,058 449 2,507
Balance at December 31, 2005 543,995 14,529 28 558,552
Additions 1,566 1,566
Effects of foreign currency translation (151) (32) (183)
Adjustment for SFAS 158 (Note 14) (28) (28)
Balance at December 31, 2006 $ 545,410 $ 14,497 $ $ 559,907
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the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Accumulated Amortization

Non-
compete/
Merchant Pension
Referral
Portfolios Agreements Intangibles Total
Balance at December 31, 2004 $ (197,286) $ (3.,192) $ $(200,478)
Additional amortization attributed to the integration of CMS on October 1,
2005 (179,944) (179,944)
Other additions (40,630) (1,468) (42,098)
Effects of foreign currency translation (774) (163) (937)
Balance at December 31, 2005 (418,634) (4,823) (423,457)
Additions (73,433) (1,456) (74,889)
Effects of foreign currency translation 249 49 298
Balance at December 31, 2006 $(491,818) $ (6,230) $ $ (498,048)

Amortization expense related to intangible assets was $74.9 million, $42.1 million, and $34.0 million for the years ended December 31, 2006,
2005, and 2004, respectively.

The Company periodically evaluates the appropriateness of the amortization period to determine whether circumstances warrant revised
estimates of the useful lives of its contributed and purchased merchant portfolios and other intangible assets. If, upon review, such revision of
useful life is necessary, the remaining unamortized cost would be amortized over the revised useful life. In performing these reviews, the
Company takes into account all currently available data. As a result of additional analysis of attrition statistics and other data, the Company s
U.S. operations revised the estimated useful lives of some of its purchased merchant portfolios effective January 1, 2006 from useful lives of
eleven to forty years to useful lives of ten years. This change in estimate was applied on a prospective basis and resulted in additional
amortization in 2006 of $13.8 million, which is included in depreciation and amortization on the combined statements of income and
comprehensive income.

During 2006 and 2005, the Company purchased merchant portfolios totaling $1.6 million and $750 thousand, respectively, with a
weighted-average amortization period of four years, and no significant residual value.
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The following table presents the Company s estimated amortization expense relating to intangible assets as of December 31, 2006, for the
following years ending December 31 (in thousands):

2007 $ 17,572
2008 13,177
2009 9,299
2010 7,820
2011 7,640
Thereafter 6,351
Total $ 61,859

NOTE 8 - FAIR VALUE OF FINANCIAL INSTRUMENTS

Carrying amounts for certain of the Company s financial instruments including cash and cash equivalents, investments, accounts receivable,
receivables related to merchant processing, accounts payable and liabilities related to merchant processing approximate fair value due to their
short maturities. Accordingly, these instruments are not presented in the following table. The following table provides carrying amounts and
estimated fair values of certain financial instruments (in thousands):

2006 2005
Carrying Estimated Carrying Estimated

amount fair value amount fair value
Investments $136,202 $136,202 $99,118 $ 99,118
Cash flow hedges 1,552 1,552
Current portion of long-term debt 16,922 15,956 16,667 14,948
Long-term debt, net of current portion 16,959 16,144

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for which it is practicable to
estimate that value:

Investments: Investments are carried at fair value, which is estimated based on market prices and management s judgment, where no market
exists.

Cash flow hedges: Cash flow hedges are carried at fair value based on quotes from brokers and represent the cash to be paid if the existing
agreement had been settled at year-end.

Long-term debt: The fair values of the current and long-term portions of long-term debt were based on the present value of estimated cash flow
for debt service based on the Company s incremental borrowing rate.
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NOTE 9 - INVESTMENTS
Available-for-Sale Investments

The Company had gross unrealized holding gains of $66 thousand, $47 thousand, and $130 thousand and gross unrealized holding losses of
$(677) thousand, $(883) thousand, and $(2.1) million at December 31, 2006, 2005, and 2004, respectively, for its available-for-sale investments.
For the years ended December 31, 2005 and 2004, the Company recognized impairments of $126 thousand and $881 thousand, respectively, on
available-for-sale securities for declines in fair value deemed to be other-than-temporary in accordance with the provisions of the FASB -
Emerging Issues Task Force Issue No. 03-1, The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments. For
the year ended December 31, 2006, there were no declines in the value of investments deemed to be other-than-temporary.

The total investment in available-for-sale securities was as follows at December 31, (in thousands):

2006 2005

Estimated Estimated

Cost fair value Cost fair value

Equity securities $ 2817 $ 2,817 $ 2817 $ 2,817
Debt securities

U.S. Government obligations 6,052 6,005 6,205 6,093

Government agency obligations 12,827 12,740 21,462 21,316

Corporate obligations 77,654 77,650 39,507 39,419

Mutual funds 37,463 36,990 29,963 29,473

Total $136,813 $136,202 $99,954 $ 99,118

The cost and estimated fair value of the Company s debt securities, by contractual maturity, are shown below (in thousands). Expected maturities
may differ from contractual maturities based on the Company s investment policies.

2006 2005

Estimated Estimated

Cost fair value Cost fair value

Due in one year or less $71,370 $ 71,357 $37,545 $ 37,496
Due in one through three years 12,961 12,872 15,512 15,330
Due in three through five years 4,197 4,217 4,768 4,733
Due in five through ten years 1,478 1,468 1,788 1,752
Due after ten years 6,527 6,481 7,561 7,517
Total $96,533 $ 96,395 $67,174 $ 66,828
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NOTE 10 - DEBT

Pursuant to an Asset Purchase Agreement, the Company is required to pay five annual non-interest bearing installments of CAD $20.0 million to
The Bank of Nova Scotia (Scotiabank), the first of which was paid in November 2003. The final payment is due November 2007. The
accompanying combined balance sheets include these amounts as current portion of long-term debt and long-term debt, net of current portion,
net of imputed interest (at a rate of 1.75%) of $246 thousand and $785 thousand as of December 31, 2006 and 2005, respectively. Related
interest expense of $552 thousand, $781 thousand, and $1.6 million is included in interest expense in the accompanying combined statements of
income and comprehensive income for the years ended December 31, 2006, 2005, and 2004, respectively.

NOTE 11 - CASH FLOW HEDGES

The Company s Canadian operations utilize short-term derivative financial instruments to enhance the ability to manage cash flow risks with
respect to changes in foreign currency rates. These risks arise from the Canadian operation s U.S. dollar denominated debt (see Note 10) and the
forecasted repayment of debt. The Company recognizes all derivatives in either prepaid expenses and other current assets or other accrued
expenses on the combined balance sheets at fair value. No contracts were held as of December 31, 2006. As of December 31, 2005, hedges with
notional amounts of $95.0 million were outstanding, with a remaining contract length of 3 days. The net gain/(loss) recognized in income for the
years ended December 31, 2006, 2005 and 2004, was $(2.3) million, $(956) thousand and $4 thousand, respectively, which was included in
foreign currency exchange in the accompanying combined statements of income and comprehensive income.

In 2005, the Company began utilizing cash flow hedges with maturities of approximately one month instead of longer term derivative
instruments. As such, any gains or losses were recorded in the Company s results of operation in the period in which the gain or loss occurred.
Prior to that time, the Company s derivative instruments were afforded hedge accounting pursuant to SFAS 133. On the date the derivative
instrument was entered into, the Company designated the derivative as a cash flow hedge of a forecasted transaction (repayment of debt).
Changes in the fair value of a derivative that is designated and qualifies as a cash flow hedge are generally recorded in other comprehensive
income and reclassified into earnings in the same period or periods during which the hedged transaction affects earnings.

The Company formally documents all relationships between hedging instruments and the underlying hedged items, as well as its risk
management objective and strategy for undertaking the hedge transaction. This process includes linking all derivatives that are designated as
cash flow hedges to forecasted transactions.

The Company applies strict policies to manage its risks, including prohibition against derivatives trading, derivatives market-making or any
other speculative activities. Although certain transactions have not qualified for hedge accounting, they were entered into for hedge purposes and

were not considered speculative.

The Company s counterparty in all derivative transactions is JPMC. The credit risk inherent in these agreements represents the possibility that a
loss may occur from the nonperformance of the counterparty to the agreements. The Company believes its risk is minimal. The Company s
exposure is in U.S. dollars, so there is minimal risk that appropriate derivatives to maintain the hedging program would not be available in the
future.

NOTE 12 - INCOME TAXES

The components of pretax income excluding minority interest are as follows (in thousands):

For the Years Ended

December 31,
2006 2005 2004
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Income before income taxes and minority interest - domestic
Income (loss) before income taxes and minority interest - foreign

Total

19

$535,640 $350,123
12,476 (3,413)

$548,116  $346,710

$ 253,045
(6,530)

$ 246,515
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The components of the provision for income taxes are as follows (in thousands):

For the Years Ended December 31,

2006 2005 2004
Current
Federal income taxes $ 50,289 $ 49,701 $ 41,282
State income taxes, net of Federal income tax benefit 12,090 7,822 11,185
Foreign income taxes 7
Total 62,386 57,523 52,467
Deferred
Federal income taxes 9,328 4,150 3,783
State income taxes, net of Federal income tax benefit 52 98) 31
Foreign income taxes
Total 9,380 4,052 3,752
Total provision for income taxes $71,766 $ 61,575 $ 56,219

The provision for income taxes differs from the amount computed by applying the statutory federal income tax rate to income before income
taxes and minority interest due to the following:

2006 2005 2004
Statutory tax rate applied to income before income taxes and minority interest 35.0% 35.0% 35.0%
State income taxes, net of Federal income tax benefit 1.4% 1.4% 2.9%
Effect of flow-through income (23.5%) (19.2%) (17.0%)
Amortization of goodwill, merchant portfolios and other intangibles 0.1% 0.2% 0.3%
Share-based payment excess deferred taxes 0.0% 0.2% 1.3%
Other, net 0.1% 0.2% 0.3%
Effective tax rate 13.1% 17.8% 22.8%

The effective tax rates include the effect of flow-through income that is included in JPMC s and FDC s applicable tax returns. The change in the
effective tax rate is primarily the result of the integration of CMS on October 1, 2005 that reduced the ownership percentage of FDC Offer Corp.
and subsidiaries in the U.S. operations and in turn reduced the percentage of income subject to tax at FDC Offer Corp. and subsidiaries. The rate
is reduced to a lesser extent by the favorable settlement of a state income tax audit and the release of related reserves.
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Deferred tax assets and liabilities are recognized for the expected tax consequences of temporary differences between the book and tax basis of
the Company s assets and liabilities. Net deferred tax assets and liabilities are included in deferred income taxes on the combined balance sheets.
The Company s net deferred tax assets and liabilities consist of the following at December 31, (in thousands):

2006 2005
Deferred tax assets related to:
Current
Accrued expenses and reserves $ 185 $ 1,287
Tax attribute carryforwards 6,595
Other 14 95
Total current 199 7977
Non-current
Accrued pension benefits 1,293 1,372
Other employee benefits 3,920 3,145
Tax attribute carryforwards 620 603
Other 833
Total non-current 5,833 5,953
Total deferred tax assets 6,032 13,930
Valuation allowance (620) (603)
Realizable deferred tax assets 5,412 13,327
Deferred tax liabilities related to:
Current
Accrued expenses and reserves (613)
Non-Current
Depreciation and amortization (33,257) (31,179)
Total deferred tax liabilities (33,257) (31,792)
Net deferred tax liabilities $(27,845) $(18,465)

As of December 31, 2006 and 2005, the Company had valuation allowances of $620 thousand and $603 thousand, respectively, against U.S.
capital loss carryforwards. It is more likely than not that the tax benefit of those capital losses will not be recognized due to statutory limitations.

Net income tax payments of $58.2 million in 2006 are less than current expense primarily due to refunds received from prior years, benefit of
deferral due to tax fiscal year and tax benefits associated with the exercise of stock options. Income tax payments of $51.8 million in 2005 and
$42.1 million in 2004 are less than current expense for those years primarily due to tax benefits associated with the exercise of stock options and
benefit of deferral due to tax fiscal year.
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NOTE 13 SEGMENT REPORTING

Operating segments are defined by SFAS No. 131, Disclosures About Segments of an Enterprise and Related Information, as components of an
enterprise about which separate financial information is available that is evaluated regularly by the chief operating decision maker (CODM) in
deciding how to allocate resources and in assessing performance. The Company s CODM is its Chief Executive Officer. The Company classifies
its business into two reporting segments for financial reporting purposes consisting of its U.S. and Canadian operations.
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For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

The business segments measurements provided to, and evaluated by, the Company s CODM are computed in accordance with the accounting

policies described in Note 2.

The Company s U.S. operations process electronic payments of credit, debit, fleet, and stored value card transactions for merchants throughout

North America.

The Company s Canadian operations process electronic payments of credit and debit card transactions, including the rental of point-of-sale

equipment for merchants in Canada.

Revenues:

Transaction and processing services

Transaction and processing services inter-segment
Point-of-sale equipment and supplies

Total segment reporting revenues

Interest income (expense), net

Depreciation and amortization

Income before income taxes and minority interest
Provision for income taxes

Total assets

Goodwill

Long-lived assets, net

Expenditures for long-lived assets

As of and For the Year Ended December 31, 2006
(in thousands)

U.S.

$1,112,781
15,032
1,477

$ 1,129,290

$ 66,790
94,358
535,461
8,556
5,731,888
247,549
83,410
40,826

22

Canada
$ 66,892

25,433
$ 92,325

$ (701)
19,305
12,476

463,806
124,735
62,741
11,563

Corporate and

Eliminations
$
(15,032)
$ (15,032)
$ 741
179
63,210
(14,745)

Combined
$1,179,673

26,910
$ 1,206,583

$ 66,830
113,663
548,116

71,766
6,180,949
372,284
146,151
52,389
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Revenues:

Transaction and processing services

Transaction and processing services inter-segment
Point-of-sale equipment and supplies

Total segment reporting revenues

Interest income (expense), net

Depreciation and amortization

Income before income taxes and minority interest
Provision for income taxes

Total assets

Goodwill

Long-lived assets, net

Expenditures for long-lived assets

Revenues:

Transaction and processing services

Transaction and processing services inter-segment
Point-of-sale equipment and supplies

Total segment reporting revenues

Interest income (expense), net

Depreciation and amortization

Income before income taxes and minority interest
Provision for income taxes

As of and For the Year Ended December 31, 2005
(in thousands)
Corporate and

U.S. Canada Eliminations Combined
$ 728,255 $ 56,055 $ $ 784,310
14,066 (14,066)
1,974 22,814 24,788

$ 744295 $ 78,869 $  (14,066) $ 809,098

$ 31425 § (6,104 $ 1,338 $ 26,659

60,285 16,237 76,522
350,423 (3,413) (300) 346,710
4,165 57,410 61,575
4,133,085 383,679 (88,414) 4,428,350
247,549 125,014 372,563
135,488 70,396 205,884
22,017 12,227 34,244

For the Year Ended December 31, 2004
(in thousands)
Corporate and

U.S. Canada Eliminations Combined

$ 561,068 $51,413 $ $ 612,481
2,860 (2,860)

4,441 21,779 26,220

$568,369  $73,192 $ (2,860) $ 638,701

$ 9865 $(2,896) $ 1,529 $ 8498

52,482 13,553 66,035
267,399 (6,530) (14,354) 246,515
7,937 48,282 56,219
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NOTE 14 BENEFIT PLANS
Pension Plans

The Company provides a qualified noncontributory defined benefit pension plan (Pension Plan) for its eligible U.S. employees. The net periodic
pension expense included in salaries and employee benefits on the combined statements of income and comprehensive income for the Pension
Plan was $3.6 million, $2.8 million, and $2.7 million for the years ended December 31, 2006, 2005, and 2004, respectively.

The Company generally funds at least the minimum amount required under the Employee Retirement Income Security Act of 1974.
Contributions are intended to provide not only for benefits attributed to compensation to date, but also for compensation increases to be earned
in the future. Each participant s cash balance account is credited with an amount equal to 4% of the participant s eligible compensation, plus
interest at a rate of 5% per year. Each participant becomes fully vested in benefits under this plan after five years of enrollment. Prior to that
time, no portion of a participant s benefit is vested.

The Company also provides a SERP, for select senior management that will provide certain benefits upon retirement, death, or disability. The
net periodic expense included in salaries and employee benefits on the combined statements of income and comprehensive income for the SERP
was $173 thousand, $77 thousand, and $116 thousand for the years ended December 31, 2006, 2005, and 2004, respectively.
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A summary of the Pension Plan and the SERP s change in benefit obligation, change in plan assets, and funded status are as follows as of and for
the years ended December 31, 2006 and 2005 (in thousands):

Pension Plan SERP

2006 2005 2006 2005
Change in benefit obligation:
Benefit obligation at beginning of year $ 18,445 $ 15,129 $ 443 $ 455
Service cost 3,690 2,817 137 56
Interest cost 1,027 821 31 24
Benefits paid (2,590) (787) (133) (73)
Actuarial gain/(loss) 429 465 109 (19)
Benefit obligation at end of year 21,001 18,445 587 443
Change in plan assets:
Fair value of plan assets at beginning of year 14,897 11,541
Actual return on plan assets 1,809 886
Employer contributions 3,650 3,257 133 73
Benefits paid (2,590) (787) (133) (73)
Fair value of plan assets at end of year 17,766 14,897
Funded status $(3,235) $(3,548) $(587) $(443)
Unrecognized net actuarial loss 3,683 15
Unrecognized prior service cost 30 21)
(Accrued)/prepaid pension cost 165 (449)
Adjustment for minimum liability (3,713)
Net amount recognized $ (3,235) $(3,548) $(587) $(449)

The liabilities recognized on the combined balance sheet were $3.2 million and $3.5 million and $587 thousand and $449 thousand for the
Pension Plan and SERP respectively, at December 31, 2006 and 2005, respectively.
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Amounts recognized in accumulated other comprehensive income, net of tax, at December 31, 2006, 2005, and 2004 consisted of (in thousands):

Pension Plan

2006 2005 2004
Additional minimum liability $ $(2,312) $ (2,026)
Adjustment for the adoption of SFAS 158 (2,163)
Amount recognized in accumulated other comprehensive income $(2,163) $(2,312) $ (2,026)

SERP

2006 2005 2004
Additional minimum liability $ $ $ (6)
Adjustment for the adoption of SFAS 158 (62)
Amount recognized in accumulated other comprehensive income $ (62 $ $ (6)

The estimated net actuarial loss and prior service cost that will be amortized from accumulated other comprehensive income (pretax), into net
periodic benefit cost during 2007 are $121 thousand and $2 thousand for the Pension Plan and $5 thousand and $(3) thousand for the SERP,

respectively.

The Pension Plan s accumulated benefit obligation was in excess of plan assets at December 31, 2006 and 2005 as follows (in thousands):

2006 2005
Projected benefit obligation $21,001 $ 18,445
Accumulated benefit obligation 21,001 18,445
Fair value of plan assets 17,766 14,897

The SERP s accumulated benefit obligation was in excess of plan assets at December 31, 2006 and 2005 as follows (in thousands):

2006 2005
Projected benefit obligation $ 587 $ 443
Accumulated benefit obligation 587 443

Fair value of plan assets

A summary of the components of net periodic pension expense for the years ended December 31, 2006, 2005, and 2004 is as follows (in

thousands):

Pension Plan

2006 2005 2004
Service cost $ 3,690 $ 2,817 $2,315
Interest cost 1,027 821 863
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Expected return on plan assets
Recognized net actuarial loss
Amortization of prior service cost

Net periodic benefit cost

26

(1,351)
261
2

$ 3,629

(1,064)
201
(D

$ 2,774

(845)
403
)

$2,735
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2006
Service cost $ 137
Interest cost 31
Recognized net actuarial loss 8
Amortization of prior service cost 3)
Net periodic benefit cost $173

SERP
2005 2004
$ 56 $ 70
24 32
17
3) 3)
$77 $116

Weighted-average assumptions used to determine the benefit obligations of the Pension Plan and SERP at December 31, 2006 and 2005 were:

Discount rate
Expected rate of increase in compensation levels
Expected long-term rate of return on assets

Discount rate
Expected rate of increase in compensation levels

27

Pension Plan
2006 2005
5.75% 5.50%
5.00% 5.00%
8.50% 8.50%

SERP
2006 2005

575%  5.50%
5.00%  5.00%
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Discount rate

Expected rate of increase in compensation levels

Expected long-term rate of return on assets

Discount rate

Expected rate of increase in compensation levels
Future benefits are assumed to increase in a manner consistent with past experience of the Pension Plan and SERP, which includes assumed
salary increases as presented above. In developing these assumptions, the Company evaluated input from actuaries and plan asset managers,

Pension Plan

2006 2005

5.50% 5.50%
5.00% 5.00%
8.50% 8.50%

SERP
2006 2005
5.50% 5.50%
5.00% 5.00%

Weighted-average assumptions used to determine net periodic benefit cost for the Pension Plan and SERP for the years ended December 31,
2006, 2005 and 2004 were:

2004

6.00%
5.00%
8.50%

2004
6.00%
5.00%

including their review of asset class return expectations, historical average annual returns, and long-term inflation assumptions.

The Pension Plan weighted-average asset allocation and target allocation as of December 31, 2006 and 2005 presented as a percentage of total

plan assets were as follows:

Equity securities
Debt securities
Cash and cash equivalents

Total

Asset Allocation

2006 2005
72% 71%
23 26

5 3

100% 100%

28

46



Edgar Filing: FIRST DATA CORP - Form 10-K/A

Chase Paymentech

NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED

For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Target
Allocation

2006 2
Equity securities 70%
Debt securities 25
International equity securities
Cash and cash equivalents 5
Total 100%

It is the Company s policy to invest Pension Plan assets in a diversified portfolio utilizing the target asset allocation shown above as a guide.

005
60%
25
10

5

100%

Deviations from the target allocation may be authorized by the Employee Benefits Committee. Investment risk is limited by diversification both
within and between asset classes. The investment objective for the Pension Plan is to earn long-term investment returns in excess of inflation and
at least equal to the actuarial discount rate used to calculate the Pension Plan s liability. Contributions to and disbursements from the fund are

used to rebalance towards the target allocation to the extent practical.

Pension Plan assets at December 31, 2006 and 2005 included shares of a money market fund managed by JPMorgan Asset Management, a

subsidiary of JPMC, with a fair value of $819 thousand or 5% and $421 thousand or 3% of total plan assets, respectively.

The Company expects to contribute approximately $4.7 million to the Pension Plan in 2007. As of December 31, 2006, the benefit payments

expected to be paid by the Pension Plan and the SERP for each of the following five years ending on December 31, and for the subsequent

five-year period ending on December 31, 2016 were as follows (in thousands):

Pension Plan
2007 $ 1,684
2008 2,142
2009 2,168
2010 2,479
2011 2,601
2012 through 2016 15,661
Total $ 26,735

Retirement Savings Plan

The Company provides a Retirement Savings Plan (Savings Plan) for its eligible U. S. employees. The Savings Plan is a defined contribution

SERP
$ 38
20

18

22

26
209

$ 303

plan under sections 401(a) and 401(k) of the Internal Revenue Code which provides savings and investment opportunities. Pretax contributions

of up to 6% of an eligible employee s defined compensation are matched 50% by the
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Company. Salaries and employee benefits included $2.2 million, $1.7 million, and $1.6 million of expense relating to the Savings Plan on the
combined statements of income for the years ended December 31, 2006, 2005, and 2004, respectively. Savings Plan assets included 39 thousand
and 44 thousand shares of JPMC common stock, representing 3% of plan assets as of December 31, 2006 and 2005, respectively.

Canada Pension Plan

The Company provides a registered defined contributory pension plan (Canada Pension Plan) for its eligible Canadian employees. The net
periodic expense included in salaries and employee benefits for the plan was $536 thousand, $457 thousand, and $354 thousand on the combined
statements of income and comprehensive income for the years ended December 31, 2006, 2005, and 2004, respectively.

Canada Retirement Savings Plan

The Company provides a Registered Retirement Savings Plan (Registered Savings Plan) for its eligible Canadian employees. The Registered
Savings Plan is a defined contribution plan which provides savings and investment opportunities. Pretax contributions of up to 6% of an eligible
employee s defined compensation are matched 50% by the Company. Salaries and employee benefits included $300 thousand, $262 thousand,
and $223 thousand of expense relating to the Registered Savings Plan on the combined statements of income and comprehensive income for the
years ended December 31, 2006, 2005, and 2004, respectively.

Stop Loss

The Company provides medical insurance through a variety of third party Administrative Services Agreements. In order to manage its insurance
risk, the Company purchases individual and aggregate stop loss coverage policies. The policies provide for payment of eligible expenses in
excess of the Company s individual obligation of $150 thousand per covered individual, not to exceed $2 million over the lifetime of a covered
individual. Aggregate stop loss coverage provided for in the policies becomes effective at the Aggregate Benefit Attachment Point, which was
$11.6 million, $7.4 million, and $3.8 million for 2006, 2005, and 2004 respectively. A risk exists to the Company with respect to recoveries
under the stop loss contracts in the event the stop loss company is unable to meet its obligations.

The Company s estimated liability for claims incurred but not reported at December 31, 2006 and 2005 was $1.8 million and $1.6 million,
respectively, which is included in other accrued expenses on the combined balance sheets.

Long-Term Incentive Plan

Certain employees of the Company are participants in a Long-Term Incentive Plan (LTIP), which provides for cash awards, subject to certain
vesting periods and adjustments based on the performance of JPMC and FDC stock, including dividends. The LTIP began in 2005, and awards
vest over a three-year period with 50% of the award vesting after two years of service and the remaining 50% vesting after the third year of
service. The Company records expense over the related vesting periods. For the years ended December 31, 2006 and 2005, $12.0 million and
$4.1 million, respectively, of expense relating to LTIP grants were included in salaries and employee benefits on the combined statements of
income and comprehensive income. The related liability is included in other accrued liabilities on the combined balance sheets.

Deferred Compensation Plan

The Company has a deferred compensation plan (the Deferred Comp Plan). The Deferred Comp Plan provides certain management and highly
compensated employees the opportunity to defer up to 90% of their annual base salary and 90% of their bonus compensation. Each plan
participant is fully vested in all deferred compensation and earnings credited to his or her account.

The liability under the Deferred Comp Plan was $7.9 million and $5.3 million at December 31, 2006 and 2005, respectively. The Company s
expense under the Deferred Comp Plan totaled $261 thousand, $266 thousand, and $146 thousand for the years ended December 31, 2006, 2005,
and 2004, respectively.
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NOTE 15 SHARE-BASED PAYMENT

Under a share-based payment plan (Stock Option Plan) established in 1999, the Company granted non-qualified stock options to certain
employees. The purpose of the Stock Option Plan is to provide an incentive to our key employees to better align their interests with the interests
of the Company. The Company issued the last option grants under this plan in 2004 and does not intend to provide for any additional grants of
options in the future.

The Stock Option Plan allows for grants of options to purchase up to 10 million shares of Class B Common Stock of Paymentech, Inc. ($0.01
par value) (the Shares). The options are granted with exercise prices equal to or greater than the fair market value of Paymentech, Inc. s stock on
the date of grant; have graded vesting over a period of three years with 50% of the award vesting on the second anniversary of the date of grant,
and the remaining 50% on the third anniversary of the date of grant; and expire 10 years from the date of grant.

Upon exercise of the options for the issuance of Shares, the Shares become subject to both put and call redemption features. Holders of Shares
may require the Company to repurchase any or all of such holder s Shares during the period beginning on the 180 day following the date of
issuance of such Shares and ending at the end of the 200™ day following the date of issuance of such Shares. If the holder does not elect to
exercise their put right, the Company has the right, but not the obligation, to call for purchase any or all of such holder s Shares at any time
beginning on the 201*" day following the date of issuance. In either event, the purchase price for such Shares will be the fair market value of such
Shares on the date of redemption. In addition to these restrictions, in the event the shareholder does not exercise their put rights and the
Company does not exercise its call rights, the shareholder is obligated to offer their Shares to the Company for purchase upon the same terms
they propose to sell such Shares to a third party. When options are exercised the Company issues new shares.

The Stock Option Plan provides that, in the event of changes in equity securities by reason of change in capitalization, such as a reclassification,
recapitalization, merger, consolidation, reorganization or other similar event, appropriate adjustments in the aggregate number of Shares subject
to the Stock Option Plan and/or the exercise price and number of Shares purchasable upon the exercise of any option previously granted will be
made. Additionally, the plan provides that upon such events, any unvested options would become fully vested. Two such events recently
occurred. The first event resulted in accelerated vesting of all outstanding options in 2004 and the second resulted in modifications to exercise
prices and number of options relating to anti-dilution provisions in 2005.

Accelerated vesting

As aresult of JPMC s merger with Bank One in July 2004, which was a change in control under the Stock Option Plan, all outstanding options
became fully vested. The Company recognized compensation expense of $9.0 million in conjunction with this accelerated vesting.

Modifications

As a result of the October 1, 2005 integration of CMS into the Company, which had a dilutive effect for the entity which provides the Stock
Option Plan, the Company modified the exercise prices and number of outstanding options to maintain the value of the options to the option
holders. The modification affected 241 option holders. As the value of the options were the same before and after the modification, no
incremental expense was recorded as a result of the modification.

The fair value of each option award is estimated on the date of grant using the Black-Scholes valuation model. Since the Company is not

publicly traded, the Black-Scholes calculation utilizes valuations performed by an external valuation firm based on (a) stock market valuations

of public companies in comparable businesses, (b) recent transactions involving comparable companies, (c) any adverse impact on the

Company s earnings resulting from affiliate transactions, and (d) any other factors that the Company s board or committee appointed by the
Company s board deems relevant. The risk-free rate for periods within the contractual life of the option is based on the U.S. Treasury yield curve
in effect at the time of grant. For the final grants from the Stock Option Plan in 2004, the assumptions used to determine the fair value of $12.17
were a dividend yield of 0.18%, a risk-free interest rate of 3.18%, volatility of 43.5%, and an expected option term of 5 years.
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Chase Paymentech

NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED

For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

The following schedule summarizes stock option activity for the years ended December 31, 2006, 2005, and 2004 (in thousands, except per

share data):

Outstanding at December 31, 2003
Granted

Exercised

Forfeited or expired

Outstanding at December 31, 2004
Exercised
Forfeited or expired

Outstanding at September 30, 2005
Anti-dilution adjustment on October 1, 2005
Exercised

Forfeited or expired

Outstanding at December 31, 2005
Exercised
Forfeited or expired

Outstanding at December 31, 2006

Options exercisable at:
December 31, 2004
December 31, 2005
December 31, 2006

Number of

Options
3,399
21
(2,104)
(46)

1,270
(706)
(22)

542

104

(32)
“

610
(228)
(22)

360

1,270
610
360

32

Weighted-Average

Exercise Price
$ 27.42
$ 32.50
$ 27.19
$ 29.24

27.80
28.13
28.28

&P BH B

27.36
24.48
21.11
23.27

&P BB L

24.66
24.09
23.52

©LH PBH B

$ 25.10

27.80
24.66
25.10

©@ LB LB
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Chase Paymentech
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

All of the Company s outstanding options were fully vested, and therefore exercisable, as of December 31, 2006. The following table summarizes
the options outstanding and exercisable at December 31, 2006 (options in thousands):

Options Outstanding and Exercisable

Weighted- Weighted-
Average Average
Range of Remaining Exercise
Options

Exercise Prices Outstanding Life (Years) Price
$17.77-$22.33 95 2.8 $ 20.59
$22.34-$25.72 96 4.4 $ 25.68
$25.73-$27.42 162 5.9 $ 27.26
$27.43-$29.03 7 6.8 $ 28.87
Totals 360 4.7 $ 25.10

The Company recognized no compensation cost related to options in 2006 or 2005. The Company recognized compensation cost of $13.8
million in 2004 which is included in salaries and employee benefits in the combined statements of income and comprehensive income. Tax
benefit (expense) related to stock option activity was $(67) thousand, $(690) thousand and $1.7 million for the years ended December 31, 2006,
2005 and 2004 respectively.

As a result of the redemption features in the Stock Option Plan, the Company expects to repurchase 114 thousand outstanding Shares in 2007.
The intrinsic value of options outstanding and exercisable as of December 31, 2006 was $6.4 million.
NOTE 16 SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow disclosures and non-cash financing activities for the years ended December 31, 2006, 2005 and 2004 are as follows (in
thousands):

2006 2005 2004
Supplemental cash flow information:
Cash paid for income taxes $58,195 $51,780 $42,138
Cash paid for interest 17,687 4,340 331
Supplemental non-cash financing activities:
Capital contribution for services paid on the Company s behalf $ $30,434 $
Non-cash distributions 863 939 151

NOTE 17 RELATED PARTIES
The Company has multiple relationships with JPMC and FDC as described below.

JPMC
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JPMC serves as the Company s primary bank and provides depository accounts, as well as investment, treasury management, and hedging
services. Interest income and interest expense related to these services is included in other income on the combined statements of income and
comprehensive income.

Pursuant to a referral agreement, JPMC is obligated to refer customers for credit and debit card processing services to the Company. Fees related
to these referrals offset revenue on the combined statements of income and comprehensive income. The payable related to these services is
included in current liabilities on the combined balance sheets.
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Chase Paymentech
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

The Company performs transaction processing services for various JPMC entities. Revenue for these services is included in revenue on the
combined statements of income and comprehensive income. The receivable related to these services is included in accounts receivable on the
combined balance sheets.

JPMC has agreed to indemnify the Company against certain losses, if any, which would result from the provision of bankcard processing
services to certain airline merchants. Pursuant to these indemnification agreements, the Company pays JPMC an indemnification fee which is
included in operating expenses on the combined statements of income and comprehensive income.

The Company entered into a Processing and Development Agreement with JPMC in 2006 providing for the Company to perform development,
processing and support services for JPMC s private label and co-brand payment card program. Revenue for these services is included in revenue
on the combined statements of income and comprehensive income. The receivable related to these services is included in accounts receivable on
the combined balance sheets.

JPMC leases office space to the Company. Rent associated with these leases is included in operating expenses on the combined statements of
income and comprehensive income.

JPMC processes, prints, and mails a portion of the Company s daily, weekly, and monthly merchant statements. Fees related to these services are
included in operating expenses on the combined statements of income and comprehensive income. Fees accrued related to these services are
included in other accrued expenses on the combined balance sheets.

The Company utilizes the gateway services of JPMC to process credit card transactions for certain merchants on various platforms of the
Company. Fees related to these services are included in operating expenses on the combined statements of income and comprehensive income.

The Company entered into a loyalty program agreement with JPMC in 2006 whereby JPMC processes on-line loyalty transactions submitted by
the Company. Fees related to these services are included in operating expenses on the combined statements of income and comprehensive
income.

Pursuant to various Sponsorship Agreements between the Company and JPMorgan Chase Bank, N.A. (JPMC Bank), and between the Company
and J.P. Morgan Europe Limited (JPMEL), wholly-owned subsidiaries of JPMorgan Chase & Co., JPMC Bank and JPMEL are obligated to
provide sponsorship for VISA, MasterCard and other card brands and debit networks necessary to process transactions through such card brands
and debit networks. The Company indemnifies JPMC Bank and JPMEL against liabilities, reimburses JPMC Bank and JPMEL for fees and
assessments, and pays JPMEL sponsorship fees relating to business conducted pursuant to the Sponsorship Agreements. The fees related to these
transactions are included in operating expenses on the combined statements of income and comprehensive income. Fees accrued related to these
services are included in other accrued expenses on the combined balance sheets.

JPMC serves as the trustee of the Company s Deferred Comp Plan. Fees related to these services are included in operating expenses on the
combined statements of income and comprehensive income.

EDC

BOPS entered into a ten-year agreement in 1999 with First Data Merchant Services Corporation (FDMS), a wholly-owned subsidiary of FDC,
for the transaction servicing of some of the Company s merchant transactions for its U.S. operations, as well as the provision of related services,
such as chargeback management, fraud monitoring, collections, merchant settlement and customer service. Additionally, the Company entered
into an agreement with FDMS for the transaction servicing of merchant transactions for the Company s Canadian operations, as well as the
provision of related services. The Company also receives certain payer authentication and multi-currency related services from FDMS. The
negotiation and execution of revised
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Chase Paymentech
NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

U.S. and Canadian agreements covering all of the above described services are pending. Fees related to these services are included in operating
expenses on the combined statements of income and comprehensive income and are based on a revised fee schedule agreed upon by FDC and
JPMC. The related payable is included in payables to related parties on the combined balance sheets.

The Company utilizes the services of TASQ Technology, Inc. (TASQ), a wholly-owned subsidiary of FDC, for the deployment of card
processing point-of-sale equipment and related software at customer locations in the U.S. The Company also purchases supplies from TASQ for
distribution to its U.S. merchants. As of December 31, 2006 and 2005, amounts accrued for these services were included in current liabilities on
the combined balance sheets. Expenses related to these services and supplies offset revenue on the sale of point-of-sale equipment and are
included in revenue on the combined statements of income and comprehensive income. Fees accrued related to these services are included in
other accrued expenses on the combined balance sheets.

Pursuant to agreements with certain debit networks owned by FDC, the Company processes debit card transactions via those debit networks and
is required to pay certain debit network fees. Fees paid related to these agreements are included in operating expense on the combined statements
of income and comprehensive income. Fees accrued related to these services are included in other accrued expenses on the combined balance
sheets.

The Company entered into an employee lease arrangement under which FDMS provided employees to work at the direction of the Company.
The term of the agreement was from January 1, 2006 through December 31, 2006. Expenses incurred under this leasing arrangement are
included in salaries and employee benefits on the combined statements of income and comprehensive income. The payable related to these
services is included in payables to related parties and other accrued expenses on the combined balance sheets.

The Company entered into an agreement with FDC in 2003 to provide data transmission services for certain FDMS merchants. Revenue for
these services is included in revenue on the combined statements of income and comprehensive income. The related receivable is included in
accounts receivables on the combined balance sheets.

The Company provides authorization services, draft capture, electronic transmission of data settlement, and summary transaction reports for
FDC. Revenue for these services is included in revenue on the combined statements of income and comprehensive income. The related
receivable is included in accounts receivable on the combined balance sheets.

The Company entered into a service agreement with OmniPay Limited (OmniPay), an affiliate of FDC, in 2006 for the provision of clearing and
related services for international merchant transactions. Fees related to these services are included in operating expenses on the combined
statements of income and comprehensive income. Fees accrued related to these services are included in other accrued expenses on the combined
balance sheets.

Pursuant to a MasterCard Sponsorship Agreement between the Company and First Data Loan Company, Canada (FDLCC), a wholly-owned
subsidiary of FDC, FDLCC is obligated to provide MasterCard sponsorship necessary to process Canadian MasterCard transactions. The
Company indemnifies FDLCC against liabilities, reimburses FDLCC for fees and assessments, and pays FDLCC sponsorship fees relating to
business conducted pursuant to the agreement. Fees for sponsorship are included in operating expenses, and assessments offset revenue on the
combined statements of income and comprehensive income. The payables related to these services is included in other accrued expenses and
accrued assessments on the combined balance sheets.

The Company manages a merchant portfolio for FDMS pursuant to an Account Management Services Agreement. Revenue for these services is
included in revenue on the combined statements of income and comprehensive income.
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Chase Paymentech

NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED

For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

The Company has entered into an agreement with TeleCheck Services, Inc., a wholly-owned subsidiary of FDC, whereby the Company
participates as a sales agent to sell certain proprietary check acceptance services and products to the Company s merchants. Revenue for these
services is included in revenue on the combined statements of income and comprehensive income.

In January 2006 the Company repaid its short-term borrowing from FDMS. Until that date CMS borrowed from FDMS on an overnight basis to
cover various funding needs at a variable interest rate (4% at December 31, 2005). The payable associated with this borrowing was included in
payables to related parties on the combined balance sheet at December 31, 2005.

A summary of the amounts included on the combined balance sheets and the combined statements of income and comprehensive income as of
December 31, 2006 and 2005 and for the years ended December 31, 2006, 2005, and 2004 is as follows (in thousands):

Related Party
JPMC

FDC

2006
Receivables
from
(payables to) Revenue

Nature of Relationship related parties (expense)
Banking and investment management services $ 2411 $ 57,150
Customer referral program (312) (3,267)
Transaction services 255 3,024
Indemnification agreements (333) (2,422)
Private label and co-brand program 975 1,933
Rent (1,478)
Merchant statements (85) (1,268)
Gateway services (663)
Loyalty program (379)
Sponsorship agreements (60) (60)
Benefit plan administration 2)
Transaction servicing and related services (30,364) (210,824)
Point-of-sale equipment and supplies (11,554) (31,633)
Debit interchange (1,951) (16,936)
Employee lease arrangement (2,583) (14,921)
Data transmission services 927 5,617
Authorization services 470 3,435
International transaction servicing (469) (2,090)
Sponsorship agreements (668) (1,442)
Portfolio management services 103 1,239
Sales of check acceptance services 236
Short-term financing (17)
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Related Party
JPMC

FDC

Related Party
JPMC

Chase Paymentech

NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED

For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

Nature of Relationship

Banking and investment management services
Customer referral program

Transaction services

Rent

Merchant statements

Benefit plan administration

Transaction servicing and related services
Point-of-sale equipment and supplies
Debit interchange

Data transmission services

Authorization services

Sponsorship agreements

Portfolio management services

Sales of check acceptance services
Short-term financing

Nature of Relationship

Banking and investment management services
Customer referral program

Transaction services

Rent

Merchant statements

Benefit plan administration

Transaction servicing and related services
Point-of-sale equipment and supplies
Debit interchange

Data transmission services

Authorization services

Sponsorship agreements

Sales of check acceptance services

NOTE 18 OWNERS EQUITY

2005
Receivables

from
(payables to)

related parties
$ (740)
(331)
218

(85)

(50,727)
(4,285)
(1,415)

879
683
(492)

42

(23,867)

Revenue

(expense)
$ 19,804
(1,543)
541
(1,667)
(1,017)
3)

(99,008)
(22,714)
(12,294)
5,455
4318
(835)
125
124
(123)

2004
Revenue

(expense)
$ 4,533
(1,247)
344
(695)
(198)
(3)

(44,904)

(16,929)

(9.297)
5,611
4,599

(263)
97

As discussed in Note 1, the Company includes a combination of corporations, LP s, LLC s and a general partnership. Information regarding the
capital structure of these entities is shown below.
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Corporations

FDC Offer Corp.

FDC Offer Corp s authorized and outstanding common stock as of December 31, 2006 and 2005 consisted of 1,000 shares of common stock
(FDC Offer Corp. Common Stock), par value $0.01 per share. All FDC Offer Corp. Common Stock outstanding is owned by JPMC and FDC.
The shares of FDC Offer Corp. are restricted from transfer, without the consent of the other shareholder.
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED
For the Year ended December 31, 2006 and
the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)
Paymentech, Inc.

Paymentech, Inc. s authorized capital stock consists of a total of 70,000,000 shares, as follows: 60,000,000 shares of Class A Common Stock, par
value $0.01 per share, and 10,000,000 Shares of Class B Common Stock, par value $0.01 per share.

As of December 31, 2006 and 2005 there were 36,451,566 shares of Class A Common Stock outstanding. FDC Offer Corp holds all issued and
outstanding Class A Common Stock. Holders of shares of Class A Common Stock are entitled to one vote per share on all matters submitted to a
vote of our stockholders. There is no right to cumulative voting for the election of directors. Holders of shares of Class A Common Stock are
entitled to receive dividends, paid in accordance with the instructions of the board of directors out of funds legally available therefore. In the
event of liquidation, holders of shares of Class A Common Stock are entitled to share ratably in all assets remaining after payment of liabilities.
Holders of shares of Class A Common Stock have no conversion, redemption or preemptive rights. The rights of the holders of Class B
Common Stock will, in some instances, restrict the rights of the holders of Class A Common Stock.

As of December 31, 2006 and 2005 there were 113,966 and 288,089 Shares of Class B Common Stock outstanding, respectively. Unless
otherwise noted, the holder of Shares of Class B Common Stock have the same rights as holders of shares of Class A Common Stock. Holders of
shares of Class B Common Stock are entitled to one-tenth of one vote per share on all matters submitted to a vote of our stockholders, and are
entitled to receive dividends, paid in accordance with the instructions of the board of directors out of funds legally available therefore. Dividends
so declared must be paid equally to both Class A Common Stock holders and Class B Common Stock holders. Likewise, in the event of
liquidation, holders of Shares of Class B Common Stock are entitled to share ratably with holders of Class A Common Stock in all assets
remaining after payment of liabilities. Holders of Class A Common Stock are prohibited from using their superior voting power to impair the
rights of holders of Class B Common Stock.

As discussed in Note 15, the Class B Common Stock (or Class B Shares) is subject to certain redemption features. Additionally, should the
Company undertake a public offering pursuant to an effective registration statement under the Securities Act of 1933, as amended, each
outstanding share of Class B Common Stock would be automatically converted into one share of Class A Common Stock upon the date of the
closing of the sale.

LLC s

All of the Company s LLC s are governed by Limited Liability Company Agreements, by and among their respective owner(s) (the Members).
All membership interests in the LLC s are of a single class and have the same rights and privileges. Certain of the Members of Chase
Paymentech Solutions, LLC, have the right to elect the LLC s managers.

Partnerships

All Partnership interests in the Company s partnerships are of a single class and have the same rights and privileges.

Other Comprehensive Income

The income tax effects associated with and cumulative balance of each component of other comprehensive income are as follows (in thousands):

Pretax Tax
Beginning gain (loss) benefit Ending
balance amount (expense) balance
December 31, 2004
Net unrealized gains (losses) on investments $ 53 $ (22,0100 $ 13 $(1,944)
Cash flow hedges (26) (26)

61



Edgar Filing: FIRST DATA CORP - Form 10-K/A

Foreign currency translation adjustment
Minimum pension liability adjustment

December 31, 2005

Net unrealized gains (losses) on investments
Cash flow hedges

Foreign currency translation adjustment
Minimum pension liability adjustment

38

17,487
(997)

$ 16,543
(1,944)
(26)
25,360
(2,032)

$ 21,358

7,873
(1,657)

$ 4,180

1,123

31

3,037
(432)

$ 3,759

622

635

10

152

162

25,360
(2,032)

$21,358

(811)
5
28,397
(2.312)

$25,279
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NOTES TO COMBINED FINANCIAL STATEMENTS - CONTINUED

For the Year ended December 31, 2006 and

the Years Ended December 31, 2005 (unaudited) and 2004 (unaudited)

December 31, 2006

Net unrealized gains (losses) on investments
Cash flow hedges

Foreign currency translation adjustment
Minimum pension liability adjustment
Adjustment to initially apply SFAS 158

Pretax
Beginning gain (loss)
balance amount

$ @11) $ 224

5 ©)
28,397 (1,826)
(2,312) 194

(28)

$ 25,279 $ (1.441)

39

Tax
benefit
(expense)
$  (15)

(89)
10

$ (94

Ending
balance

$ (602
26,571
(2.207)

(18)

$ 23,744
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

FirsT DATA CORPORATION

(Registrant)

By: /s/ HEnrY C. DuQuEs
Henry C. Duques
Chief Executive Officer and

Chairman of the Board
Date: March 28, 2007

By: /s/ KIMBERLY S. PATMORE
Kimberly S. Patmore

Executive Vice President and

Chief Financial Officer
Date: March 28, 2007
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