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FINANCIAL HIGHLIGHTS
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DEAR FELLOW SHAREHOLDERS

Every morning at 6:30 we come together to create value. We connect

customers, idlem]ify issues and seize opportunities. Every morning

we measure progress. Every morning we get better. A long-term

leader driven by very disciplined focus, First Data is transforming

the payments industry day by day, year by year, decade by decade.

The title of this report draws attention to the time
each day we convene a conference call with company
managers throughout the world, along with custom-
ers. In that call, we take stock of what’s happening
right now. We address issues, we tackle problems
and we seize opportunities. Each morning, we set
objectives and measure progress. We make promises
and we hold each other accountable. There is prob-
ably no better example of our corporate culture than
our daily call, because it puts into action all that we
believe about creating value.

Each morning, in one way or another, 32,000
employees, supporting sales, services and operations in
200 countries and territories, come together to find
ways to make life easier for our customers. Our promise
is to provide the most convenient, most secure and
most cost-effective solutions possible. We reaffirm our
commitment to that promise on the call, we execute
against it and we will measure our progress yet again
each and every day.

Throughout our history, we have driven outstand -
ing growth by fulfilling our promise of making our

customers’ lives easier. Consider for a moment that

the global economy, with all its speed, fluidity and
interconnection, is in many ways made possible by
the infrastructure that First Data has systematically
built over the years. We have built a rather unique
model that both created the payments industry and
continues to define its possibilities. We are flattered by
the number of competitors that have tried to imitate
our model. While we take each competitor seriously,
our position as a leader in the payments industry and
our ability to adapt to, and in many cases anticipate,
the ever-changing competitive landscape will con-~
tinue to ensure our success.

I feel as confident now about our ability to
capitalize on the opportunities that surround us as I
ever have during my 30 years serving First Data. Our
company has been designed to succeed in every way.
We will continue aligning our resources with the
right opportunities. We will continue to expand our
share of growing markets and we will redefine those
markets to seek out new, untapped growth opportu-
nities. We will continue to provide solutions to our
customers that are increasingly more convenient,

effective, secure and cost efficient.

LETTER TO SHAREHOLDERS



OPPORTUNITY ACROSS ALL SEGMENTS

Western Union remains a key element. The consis-
tency and long-term strength of Western Union
stems from our three-pronged strategy of expanding
and diversifying our global distribution, building
the brand and leveraging our channels. Throughout
Western Union’s explosive growth, the brand hallmarks
—speed, trust and reliability—continue to underscore
our competitive advantage.

Over time, we have built an innovative and nimble
distribution network that each and every day helps
customers achieve their goals. When we acquired
Western Union in 1995, we had 30,000 agent locations
that mainly connected states and towns. Today, our
220,000-plus agent locations connect 200 countries
and territories. We once sent telegrams across the
United States; now we send money around the world.

We will continue with the rapid expansion of the
agent network, especially into fast-growing markets
like China and India (and keep in mind, there are
40,000 Western Union agent locations in those two
countries alone). In 2004, China and India combined

saw transaction growth of 86 percent.

BRICKS AND MORTAR TO A POINT

In addition to the 220,000 physical locations, we
have potentially millions of distribution points over
PCs through westernunion.com. In 2004, western-
union.com transactions and revenues increased 50
percent, and more than 60 percent of these transac-
tions were from customers new to Western Union.
We recently launched a site in the U.K., and we plan
to be in eight to 10 countries by year’s end. This new
distribution channel will deliver significant growth
going forward.

We also offer many other options for senders to
put money into the Western Union network, and many
choices for receivers to retrieve those funds, such as
cash-to-card offerings, direct-to-bank options and
ATM money transfers.

Western Union will continue to serve people

moving around the world. We size up the opportunity
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this way. Currently, of the world’s 6.4 billion people,
an estimated 175 million are living in countries other
than their country of origin.

The consumer-to-business bill payment mar-
ket is another huge opportunity. Currently, we are
primarily serving our United States customers with
these products. Our strategy here is to extend these
offerings globally.

Additionally, the prepaid market represents
tremendous opportunity. We provide a number of
prepaid services for more than 200 ValueLink gift
card brands, and we completed more than 40 million
cellular top-ups globally this year. In 2004, we tested
a Western Union Prepaid bankcard and the results
have exceeded our expectations.

Consider the global movement of the ever-
increasing population coupled with all of our services,
both existing and new, and our far-reaching physical
and virtual presence. We have a very long runway for
growth ahead of us.

THE RIGHT IDEA AT THE RIGHT TIME

For more than 30 years, we have heen designing
Merchant Services to maximize its success in the
rapidly growing market of electronic payment accep-
tance. The formula here is straightforward: Use
the bank alliance sales approach to grow our mer-
chant base; remain the highest-quality, lowest-cost
provider; and bring the best integrated solutions to
the market.

Our merchant alliance relationships have
allowed us to build the most dynamic sales force in
the industry. With more than 5,000 sales people
worldwide, we are aligned to sell to merchants of
every size and type—from the very largest interna-
tional retailer to the smallest local retailer. The
success of the sales people resulted in the addition
of more than 500,000 new merchants in 2004. The
wide array of bank alliances we have across so many
geographies gives us a physical footprint second
to none. We now have a merchant base exceeding

4.1 million locations worldwide.




In addition to more and more merchants
accepting card-based payments, American consum-
ers are carrying more cards. Each American house-
hold averages 6.3 bank credit cards, 2.2 debit cards
and 6.4 retail cards. Fifteen years ago, the averages
were closer to 3.4 bank credit cards, 0.1 debit cards
and 4.1 retail cards.’

Debit cards continue to gain in popularity.
Research predicts debit cards in the U.S. will grow
to more than 260 million by the end of 2005 from
9 million in 1990, up nearly thirtyfold.”

The phenomenal growth in debit usage alone
clearly amplifies why Concord is such a great fit.
The STAR® network provides the most secure,
efficient, reliable and cost-effective connections
between consumers, merchants and the card-
issuing banks.

The focus of Card Issuing Services remains on
processing more retail card accounts along with
continuing add-ons to the co-branded business.
Success will come by bringing the right solutions
to market. Our card systems are now handling more
card accounts than at ény point in the history of
the company.

First Data International remains keenly focused
on selling merchant acquiring, card processing and
ATM capabilities in markets where the opportunity
is greatest. Acquisitions around the world along
with consistent organic growth pushed First Data
International to an annualized revenue run rate of

$1 billion by year end.

A WINNING COMBINATION

The capabilities of this enterprise, with its distribution
network of 220,000 agent locations, 4.1 million
merchant locations, 1,400 card issuers, 406 million
cardholder accounts and its strong global brands
—Western Union, TeleCheck, and STAR—give me
tremendous confidence in our place as a leader in
the payments value chain.

We will always deliver on the promise of making

buying, selling and life easier by handling payment

1 CARDWEB.com 2 CardData

transactions in the most reliable, most secure and
most cost-efficient manner possible.

This report features First Data’s leaders, which
underscores our efforts to empower the best people to
propel First Data forward. Knowing, as I do, just how
demanding and exciting our business is, I am forever
grateful for the effort and dedication that I witness
among my 32,000 colleagues every day. I am deeply
appreciative of their support and confidence as well
as that of our dedicated shareholders. Shareholder
confidence is something the people of First Data never

take for granted. Thank you for your commitment.

L vyt

CHARLIE FOTE
CHAIRMAN AND
CHIEF EXECUTIVE OFFICER
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AS LEADERS we're determined
to increase our capacity to
bring the whole enterprise into

play for the customer’s benefit.
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CHRISTINA GOLD
PRESIDENT
WESTERN UNION
FINANCIAL SERVICES

SCOTT BETTS
PRESIDENT

DOMESTIC ENTERPRISE
PAYMENTS

The management team’s close connection to the
details is balanced by a global perspective. We see
the big picture, and with it, the extent of First Data’s
potential for long-term and sustained growth. To
achieve what's possible—and to maintain First Data’s
leadership position in the global payments industry
—the company’s leaders are taking the next steps to

and leverage First Data’s many plat-
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The acquisition of Concord, and with it
the STAR Network, will in time be as
significant as First Data’s purchase of
Western Union in 1995. It will
certainly sustain our leadership of the

payments industry.

THE CRITICAL POINT TO GRASP, however,
is how technology keeps changing the
purchasing experience for consumers,
merchants and banks. Our focus is to
bring a broader range of merchants a
more full spectrum of possibilities

and choices.

i
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JIM SCHOEDINGER
PRESIDENT
CARD ISSUING SERVICES



GROWTH AND PERFORMANCE have been noteworthy
in their consistency, but to realize the opportunities
before us, we have to continually strengthen the
company by attracting new and talented people to

our ranks.
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Consider the strength of First Data’s various
brands, most especially Western Union.

As well known as the Western Union®brand
is today, its power as a global brand is

just beginning.

MONEY TRANSFER is the revenue driver,
but consider the range of prepaid

services that can be sold through Western

Union agent locations.

quaa right:

IAN MARSH

SVP & MANAGING DIRECTOR
WESTERN UNION-ASIA PACIFIC
-,

%
" HIKMET ERSEK

SVP, WESTERN UNION-EUROPE,
MIDDLE EAST, AFRICA, SOUTH ASIA
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BILL THOMAS
PRESIDENT
WESTERN UNION-THE AMERICAS

MICHAEL HAGGERTY
SVP. WESTERN UNION
GLOBAL MARKETING
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COMPETITION is intensifying while
customers demand more options
and a greater range of choices. But
who can match the platform that
First Data has assembled?

Nobody.

We're working harder to
use that platform to its fullest
potential.

HENIRY TSUEL
PRESIDENT
A INTERNATIONAE




INTEGRATION is an important issue in terms of leveraging First Data’s strengths. That means we’re spending a lot

more time and energy focusing on how we can bring value to our customers.
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WHAT’S NEXT?

We have to stay ahead of the game,
but our superior services and
products enable us to continually

adjust to suit our clients’ needs.

In all of our markets we’'re
focused on customers
who are looking for a single-

source provider.

Never before have our cross-sell

capabilities been this strong.

Left to right:

GENE CHEVALIER
GENERAL MANAGER
FIRST DATA VOICE SERVICES

JULIE SULLIVAN

VICE PRESIDENT

FIRST DATA

GOVERNMENT SOLUTIONS

INGENUITY



TEAMWORK 1§ IMPERATIVE. Look at what’s
happening with our relationships with banks.
They have challenged us to see a bigger

picture, and combine many solutions into

one dependable, highly flexible relationship.
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INNOVATION NEVER $TOPS, which explains why
electronic payments now outpace cash and check
transactions. We never stop transforming

innovations into value by doing everything

possible to help our customers succeed.
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EXECUTIVE COMMITTEE

Back row, left to right: Jim Schoedinger, Scott Betts, Michael T. Whealy, Mike D'Ambrose
Front row, left to right: Pam Patsley, Christina Gold, Kim Patmore, Guy Battista
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BOARD OF DIRECTORS

Back row, left to right: Courtney F. Jones, Charles T. Russell, Richard P. Kiphart, Alison Davis, Daniel P. Burnham, Jack M. Greenberg
Front row, left to right: Joan E. Spero, Arthur F. Weinbach, Charlie T. Fote, James D. Robinson I1I, Bernard L. Schwartz




Executive Committee

GUY BATTISTA
EXECUTIVE VICE PRESIDENT
CHIEF INFORMATION OFFICER

SCOTT BETTS
PRESIDENT

DOMESTIC ENTERPRISE
PAYMENTS

Board of Directors

DANIEL P. BURNHAM
{Director since 2003)

FORMER CHAIRMAN AND
CHIEF EXECUTIVE OFFICER
RAYTHEON

ALISON DAVIS*
(Director since 2002)

MANAGING DIRECTOR
BELVEDERE CAPITAL PARTNERS

CHARLES T. FOTE
{Director since 2000)

CHAIRMAN AND

CHIEF EXECUTIVE OFFICER
FIRST DATA CORPORATION

MIKE D’AMBROSE
EXECUTIVE VICE PRESIDENT
HUMAN RESOURCES

CHRISTINA GOLD
PRESIDENT
WESTERN UNION
FINANCIAL SERVICES

JACK M. GREENBERG
(Director since 2003)

FORMER CHAIRMAN AND
CHIEF EXECUTIVE OFFICER
MCDONALD'S CORPORATION

COURTNEY F. JONES*
(Director since 1992)

FORMER CHIEF FINANCIAL

OFFICER, MERRILL LYNCH & CO.

FORMER TREASURER

GENERAL MOTORS CORPORATION

RICHARD P. KIPHART
(Director since 2004)

HEAD OF CORPORATE
FINANCE DEPARTMENT

WILLIAM BLAIR & COMPANY, L.L.C,

KiM PATMORE
EXECUTIVE VICE PRESIDENT
CHIEF FINANCIAL OFFICER

PAM PATSLEY
PRESIDENT
FIRST DATA INTERNATIONAL

JAMES D. ROBINSON il
(Director since 1992)

GENERAL PARTNER

AND CO-FOUNDER

RRE VENTURES

CHARLES T. RUSSELL
(Director since 1994)

FORMER PRESIDENT AND

CHIEF EXECUTIVE OFFICER
VISA INTERNATIONAL

BERNARD L. SCHWARTZ

(Director since 1992)

CHAIRMAN AND

CHIEF EXECUTIVE OFFICER
LORAL SPACE &
COMMUNICATIONS LTD.

JIM SCHOEDINGER
PRESIDENT
CARD ISSUING SERVICES

MICHAEL T. WHEALY
EXECUTIVE VICE PRESIDENT
CHIEF ADMINISTRATIVE OFFICER
GENERAL COUNSEL

JOAN E. SPERO
(Director since 1998)

PRESIDENT, DORIS DUKE
CHARITABLE FOUNDATION

ARTHUR F. WEINBACH"
(Director since 2000)

CHAIRMAN AND CHIEF
EXECUTIVE OFFICER
AUTOMATIC DATA
PROCESSING, INC.

" Member of the First Data Audit Committee

MANAGEMENT TEAM
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OPERATIONAL REVIEW

Payment Services
This segment contributed 38 percent of the company's revenue
in 2004, Approximately 84 percent of the revenue in this segment
comes from the Western Union money transfer business. In
2004, the Western Union money transfer business achieved
revenue growth of 14 percent over 2003.

The global agent network has exceeded 220,000 locations.
Today, more than 76 percent of Western Union's agent locations
operate outside the United States, and in the high-growth
markets of China and India, Western Union now has more than
40,000 locations in these two countries combined. In 2005, the
agent network is expected to grow by 30,000 locations, further
expanding the Western Union® brand across the globe.

The consistency and long-term strength of Westem
Union is a direct result of the strategic focus on expanding and
diversifying global distribution, building the brand and enhancing
the consumer experience and finally, leveraging channels and
diversifying product offerings.

Merchant Services

In 2004, this segment contributed 36 percent of total First Data
revenue, Merchant revenues, bolstered by the Concord acquisition,
grew 44 percentin 2004 to $3.8 billion with profits up 37 percent
to $990 million. PIN-debit transactions now represent 23 percent
of the total merchant card transactions that we process, and
they have increased 30 percent over 2003 (measured as if First
Data had owned Concord throughout 2003). In addition, merchant
locations increased 32 percent and now total 4.1 million,

FIRST DATA CORPORATION 2004 ANNUAL REPORT

The Merchant Services strategy is to identify and invest
in high-growth portfolios, expand the sales force and increase
sales productivity. The alliance strategy also remains essential to
the segment’s success because it allows the business to effec-
tively cover all segments of the market and leverage not only the
brand, but also those of other well-known financial institutions.
Nine new alliance partners were added in 2004.

Card Issuing Services
Card Issuing Services posted a strong year. Revenues were up
14 percent to $2.4 billion. Profits rose 64 percent over 2003,
During 2004, this segment completed account conversicns for
11 clients totaling 58 million accounts. As of December 31, there
were 406 million accounts on file, up 17 percent over 2003. Card
Issuing Services has built a best-in-class cost structure that is
constantly being fine-tuned to reflect the client base it serves.
The international divisions of our Merchant Services and
Card Issuing Services segments, completed two key acquisitions
in 2004: Cashcard in Australia and Delta Singular—which was
renamed First Data Hellas—in Greece. First Data International exfted
2004 on a $1 bhillion annualized revenue run rate. First Data
International's strategy is to leverage the card processing,
merchant acquiring and ATM capabilities, prioritize market
opportunities and seek to purchase businesses that strengthen
core offerings.
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EVALUATION OF DISCLOSURE
CONTROLS AND PROCEDURES

The Company has evaluated, under the supervision of the
Company's Chief Executive Officer and the Chief Financial Officer,
the effectiveness of disclosure controls and procedures as of
December 31,2004, Based on this evaluation, the Chief Executive
Officer and Chief Financial Officer concluded that the Company’s
disclosure controls and procedures were effective as of December
31, 2004, to ensure that information the Company is required to
disclose in reports that are filed or submitted under the Securities
Exchange Act of 1934 is recorded, processed, summarized and
reported within the time periods specified in SEC rules and forms,

FIRST DATA CORPORATION 2004 ANNUAL REPORT

MANAGEMENT'S REPORT
ON INTERNAL CONTROLS
OVER FINANCIAL REPORTING

Management of the Company is responsible for establishing and
maintaining adequate internal control over financial reporting as
defined in Rules 13a-15(f) and 15d-15(f) under the Securities
Exchange Act of 1934. The Company's internal control over
financial reporting is designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with
generally accepted accounting principles. The Company’s
internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the trans-
actions and dispositions of the assets of the Company; (2)
provide reascnable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accor-
dance with generally accepted accounting principles, and that
receipts and expenditures of the Company are being made only
in accordance with authorizations of management and directors
of the Company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use or
disposition of the Company's assets that could have a material
effect on the consolidated financial statements.




Because of its inherent limitations, internal control over
financial reporting may not prevent or detect misstatements. All
control systems have inherent limitations so that no evaluation
of controls can provide absolute assurance that all control issues
are detected. Also, projections of any evaluation of effectiveness
to future periods are subject to the risk that controts may become
inadequate because of changes in conditions, or that the degree
of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of the Company's
internal control over financial reporting as of December 31, 2004,
based on the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (*COSO” in Internal
Control-Integrated Framework. Based on this assessment and
those criteria, management believes that the Company main-
tained effective internal control over financial reporting as of
December 31, 2004.

Ernst & Young LLP, an independent registered public
accounting firm, has issued an attestation report on management's
assessment of the Company’s internal control over financial
reporting which is contained on page 99.

CHANGES IN INTERNAL
CONTROL OVER FINANCIAL
REPORTING

There were no changes in our internal control over financial reporting
identified in connection with the above evaluation that occurred
during our last fiscal quarter that has materially affected, or is
reasonably likely to materially affect, our internal control over
financial reporting.

b vyl

CHARLES T. FOTE
CHAIRMAN AND CHIEF EXECUTIVE OFFICER

KIM PATMORE

EXECUTIVE VICE PRESIDENT
AND CHIEF FINANCIAL OFFICER

GREENWOOD VILLAGE, COLORADO
MARCH 1, 2005

OPERATIONAL REVIEW
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The following data should be read in conjunction with the Consolidated Financial Statements and related notes thereto and management's
discussion and analysis of financial condition and results of operations included elsewhere in this annual report.

The Notes to the Consolidated Financial Statements contain additional information about various acquisitions, dispositions and certain
charges and benefits resulting from restructurings, impairments, litigation and regulatory settlements, other, investment gains and losses
and divestitures, which affect the comparability of information presented. Certain prior years' amounts have been reclassified to conform to
the current year presentation. The Company classified NYCE as a discontinued operation in 2003, and all periods below have been reclassified
from historically reported results to reflect the impact. 2004 amounts below include Concord since the merger on February 26, 2004, All
results are in millions, except for per share amounts or otherwise noted.

For Year Ended December 31, 2004 2003 2002 2001 2000
INCOME STATEMENT DATA:

Revenues @ $10,013.2 $ 84002 $ 7,502.6 $ 66022 $ 59221
Expenses, net of other income/expense @ 7,520.0 6,661.4 5870.1 5,5650.2 47246

Income before income taxes, minority interest, equity
earnings in affiliates, discontinued operations and

cumulative effect of a change in accounting principle 2,493.2 18388 1,632.5 1,0520 1,197.6
Income taxes 674.7 463.9 4223 3330 378.7
Minority interest (114.6) (119.6) (96.6) (31.8) (24.5)
Equity earnings in affiliates 163.9 138.7 1186 183.9 1353
Income from continuing operations 1,867.8 1,394.0 1,932.2 8714 920.8
Income from discontinued operations

net of taxes of $21.3, $17.6, $9.9 and $3.8, respectively 7.4 147 5.7 32 -
Cumuiative effect of a change in accounting

principle, net of $1.6 income tax benefit © - — — (2.7) -
Net income $ 1,875.2 $ 14087 $ 12378 $ 8719 $ 9206
Depreciation and amortization $ 7382 $ 5683 $ 5232 $ 6314 $ 5888
PER SHARE DATA FOR CONTINUING OPERATIONS:

Earnings per share—basic © $ 228 $ 1.89 $ 1.63 $ 1.12 $ 1.14
Earnings per share—diluted © 2,22 1.86 1.60 1.10 112
PER SHARE DATA FOR DISCONTINUED OPERATIONS:

Earnings per share—basic © 0.01 0.02 - - -
Earnings per share~diluted © 0.01 0.02 0.01 - -
Cash dividends per share © 0.08 0.08 0.07 0.04 004
BALANCE SHEET DATA (AT YEAR-END):

Total assets $32,718.8 $25,685.6 $26,691.2 $21,912.2 $17,295.1

Settlement assets 15,697.3 15,1193 16,6885 13,1669 9,816.6
Total liabilities 23,832.7 21,6383 22,4348 18,392.3 13,667.4

Settlement obligations 15,590.8 14,833.2 16,294.3 13,100.6 9,773.2

Borrowings 4,606.3 3,0378 2,581.8 25173 1,780.0

Convertible debt - 537.2 552.7 584.8 50.0
Total stockholders’ equity 8,886.1 40473 4,158.3 35199 3,727.7
SUMMARY OPERATING DATA:

At year-end—

Card accounts on file (s nitins) @ 406.0 3478 3252 3122 3089
For the year—

North America issuer transactions (undions) © 6,818.9 2,605.9 295556 1,804.0 1,729.7

North America merchant transactions (z £ms) 19.8 123 9.9 8.7 80

Consumer-to-consumer money

transfer transactions (o nidims) @ 96.7 81.0 67.8 558 446

Consumer-to-business transactions (s ations ) ™ 146.1 134.0 11983 98.5 63.3

(@ In January 2002, the Company adopted Emerging Issues Task Force (“EITF") 0114, “Income Statement Characterization of Reimbursements Received for ‘Out-of-Pocket’ Expenses Incurred,” (EITF 01~
14) which requires that reimbursements received for “out-of-pocket” expenses be characterized as revenue. All periods presented have been restated for the adoption.

(b) Represents the transition adjustment for the adoption of Statement of Financial Accounting Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities.”

@ InMarch 2002, the Company’s Board of Directors declared a 2-for-1 stock split of the Company's common stock to be effected in the form of a stock dividend. Shareholders of record on May 20, 2002
received one share of the Company's common stock for each share owned. The distribution of the shares occurred after the close of business on June 4, 2002. All per share amounts have been retroactively
restated for all periods to reflect the impact of the stock split.

() Card accounts on file at December 31, 2004 include 20.5 million accounts processed by the former Concord,

() North America issuer transactions include VISA and MasterCard signature debit, STAR ATM, STAR PIN-debit POS, and ATM and PIN-debit POS gatewny transactions.

() North America merchant transactions include acquired VISA and MasterCard credit and signature debit, PIN-debit, electronic benefits transactions ("EBT”), and processed-only or gateway customer
transactions at the point of sale (“POS”). North America merchant transactions also include acquired ATM transactions, gateway transactions at ATMs, and STAR PIN-debit POS transactions received

from other acquirers. Pricy year historical FDC amounts have been adjusted to conform to the current year presentation to include EBT.

(@) Consumer—to-consumer money transfer transactions include North America and international consumer money transfer services.

(h) Consumer-to-business transactions include Quick Collect, EasyPay, PhonePay, Paymap's Just-in-Time and Equity Accelerator sevvices, and E Commerce Group's Speedpay transactions directly processed
by E Commerce Group, Amounts include transactions for E Commerce Group and Paymap as if they were consolidated subsidiaries as of January 1, 2000 to provide a more meaningful comparison.
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BUSINESS OVERVIEW

First Data Corporation (*FDC" or “the Company”), with headquarters
in Greenwood Village, Colorado, operates electronic commerce
and payment services businesses providing money transfer;
merchant transaction processing and acquiring; and credit, retail
and debit card issuing and processing services. FDC operates in
three business segments: Payment Services, Merchant Services
and Card Issuing Services. As discussed in more detail below,
the Company completed its merger with Concord EFS, Inc.
(“Concord®) on February 26, 2004 and aligned the operations of
Concord into each of the Company's three segments. In the
second quarter 2004, the Company purchased Cashcard
Australia Limited (“Cashcard”) and in the third quarter of 2004
purchased Delta Singular Outsourcing Services SA. (subse-
quently renamed “First Data Hellas™). During the first quarter
2004, the Company sold its 7% interest in GCA Holdings, LLC,
the parent company of Global Cash Access LLC (“*GCA"), and in
the third quarter of 2004, the Company sold its 84% interest in
NYCE Corporation (“NYCE").

During first quarter 2004, the Company realigned certain
components of historical segment operations and reclassified
prior period results to reflect these realignments. The realignment
resulted in presenting the former Emerging Payments segment in
All Other and Corporate. A brief description of each segment's
operations, after the above noted actions, is provided below.

Alignment of Concord and Other Acquired Operations
Concord’s operations were assigned to FDC'’s existing segments
based on the services provided and the customer bases served.
Concord's merchant acquiring business and its risk manage-
ment services, which are provided through the majority-owned
subsidiary Primary Payment Systems (“PPS"), are included in the
Merchant Services segment. Concord’s prepaid stored-value
card and transportation-related payment services businesses
are assigned to the Payment Services segment. The STAR®
services and related network businesses are allocated between
the Merchant Services and Card Issuing Services segments
based upon whether the service was provided in an acquiring or
issuing capacity. Services provided to acquirers and merchants
are included in the Merchant Services segment, and services
provided to issuers, which primarily are financial institutions and
their cardholders, are included in the Card lssuing Services
segment. The following illustrative example is provided to assist
in understanding the alignment of STAR network revenues between
the Merchant Services and Card Issuing Services segments but
does not represent the entirety of the services provided by the
Company in either segment:

A point-of-sale (*POS") personal identification number (‘PIN")-
debit transaction occurs when a debit cardholder pays for
merchandise from a merchant with a debit card and the card-
holder enters a PIN as an electronic signature. When the
merchant swipes the PIN-debit card through the POS terminal,
a merchant acquirer (this coutd be FDC or one of its alliances)
‘acquires” the transaction and routes the transaction to the
card issuer through a debit network (STAR or similar network)
for transaction authorization and settlement. The debit
network (STAR) will charge the merchant acquirer a fee (typi-
cally called a network acquirer switch fee) and atso will charge
the issuer a separate fee (typically called an issuer switch fee),

In this circumstance, the fee obtained from the merchant and
expenses incurred to acquire the transaction are recorded in the
Merchant Services segment. Similarly, the fee obtained from
the issuer and expenses incurred to route the transaction to
the issuer and provide cardholder services are recorded in the
Card Issuing Services segment.

The Cashcard and First Data Hellas operations are allocated
to the Merchant Services and Card Issuing Services segments
on the same basis as the Concord operations discussed above,
A majority of Cashcard operations are assigned to the Merchant
Services segment, with the remainder assigned to the Card
Issuing Services segment. A majority of First Data Hellas' opera-
tions are assigned to the Card Issuing Services segment, with
the remainder assigned to the Merchant Services segment.

Payment Services Segment
The Payment Services segment was realigned by moving data
processing services provided to outside customers to the Card
Issuing Services segment. These outsourcing services were
realigned as they are more reflective of the outsourcing services
provided by the Card Issuing Services segment. Additionally,
Concord's transportation-related payment services operations
and prepaid stored-value card operations are included in the
Payment Services segment. The transportation-related payment
services are included in this segment due to similarities in distri-
bution channels, with Western Union agents located in truck
stops and other locations where transportation services customers
obtain cash and pay for fuel and other travel expenses.

A brief explanation of the segment's service and product
offerings is presented below.

CONSUMER~TO-CONSUMER MONEY TRANSFER—Provides money
transfer services to people who periodically need to send funds
to family and friends in other locations, or send or receive cash
quickly in emergency situations.

CONSUMER-TO-BUSINESS BILL PAYMENT SERVICES—Provides
services that facilitate transferring payments from consumers to
utility companies, collection agencies, finance companies, mortgage
lenders and other billers.

OFFICIAL CHECKS AND MONEY ORDERS—Issues official checks
that serve as an alternative to a bank's own disbursement items
such as cashier's or bank checks, and sells money orders through
an agent network of financial institutions and other entities.

PREPAID SERVICES—Develops, implements and manages prepaid
stored-value card issuance and processing services for retailers (eg.,
gift cards) and others, and provides prepaid phone top-up services.

TRANSPORTATION-RELATED PAYMENT SERVICES—Provides
payment processing, settlement and specialized reporting services
for transportation companies and owns and operates automated
teller machines ("ATM") at truck stops.

Merchant Services Segment

In March 2004, the Company sold its 67% interest in GCA, which
comprised the Merchant Services segment's “gaming services!
GCA's historic operating results have been removed from the
Merchant Services segment results. The GCA operating results
from January 2004 to March 2004 and for 2003 and 2002 are
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included in the Consolidated Statements of Income and are
presented as a divested business for purposes of segment reporting
on a retroactive basis. The segment was realigned further by
moving royalty income from Merchant Services into All Other
and Corporate. The royalty income was realigned to conform
with managemernt responsibility and its association with voice
center technology, which resides in All Other and Corporate.
Additionally, Concord’s merchant acquiring services; services
which are provided as part of an acquiring activity in STAR's
debit network operations; and its risk management services,
which are provided through the majerity-owned subsidiary PPS,
are included in the Merchant Services segment. NYCE's cpera-
tions are excluded from the Merchant Services segment as they
are reported as discontinued operations.

A brief explanation of the segment's service and product
offerings is presented below.

MERCHANT ACQUIRING—Facilitates merchants' ability to accept
credit and debit cards by authorizing, capturing and settling
merchants' credit, debit, stored-value and loyally card transac-
tions. Also provides POS devices and other equipment neces-
sary to capture merchant transactions. A majority of these
services are offered through alliance arrangements with major
financial institutions.

CHECK VERIFICATION AND GUARANTEE SERVICES—Uses the
Company's proprietary database system to verify that a check
writer does not have a history of writing bad checks, or to guarantee
that approved checks presented to merchants for payment will
be collectible. These services include risk management services,
which provides software, information and analysis to assist in
deposit, payment, and identity fraud prevention and reduction.

NETWORK ACQUIRING AND PROCESSING SERVICES—Provides
ATM processing, STAR network access, and acquired debit card
transaction processing services such as authorization and settle-
ment for acquirers.

Card Issuing Services Segment
As noted above, data processing services provided to outside
customers that previously were reported as part of the Payment
Services segment were moved to the Card Issuing Services
segment as these outsourcing services are more reflective of
the outsourcing services provided by the Card Issuing Services
segment. Additionally, STAR’s network cperations that provide
issuer-related services are included in this segment.

A brief explanation of the segment'’s service and product
offerings is presented below.

CREDIT AND RETAIL CARD PROCESSING—Provides credit and
retail card processing outsourcing services to financial institutions
and other issuers of cards. Such services include account main-
tenance, transaction authorizing and posting, statement generation
and printing, card embossing, fraud and risk management services
and settlement.

DEBIT NETWORK ISSUING AND PROCESSING SERVICES—
Provides STAR network access for card issuers, ATM/debit and
signature debit card processing services, such as transaction
routing, authorization, card embossing and settlement for issuers,
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> CARD PROCESSING SOFTWARE—Licenses and provides mainte-

nance for the Company’s VisionPLUS card processing software
to financial institutions, retailers and third-party processors
primarily in international markets,

All Other and Corporate

As noted above, the royalty income previously reported as part
of the Merchant Services segment is now presented in All Other
and Corporate. The royalty income was realigned to conform
with management responsibility and its association with voice
center technology which resides in All Other and Corporate. This
category includes corporate operations; Teleservices, a provider
of voice-center services to telecommunications and financial
services industries; and First Data Voice Services, a provider of
Interactive Voice Response (“IVR") services. All Other and
Corporate now includes the eONE Global L.P. (*eONE”) opera~
tions previously reported as the Emerging Payments segment.
This realignment was made as a result of the Company's stra-
tegic plan of reducing the emphasis or this business. The
Company holds a majority ownership interest of approximately
75% in eONE and its subsidiaries. eONE is focused on identi-
fying, developing, commercializing and operating emerging
payment systems and technologies in two areas: government
payments, primarily facilitating electronic tax and other payments,
tax calculations and reporting; and mobile payments, previding
mobile payment processing services and related support.

BUSINESS DEVELOPMENTS

Business Strategy

The Company’s growth strategy is focused on internal revenue
growth, supplemented by acquisitions. The Company focuses its
efforts on developing and expanding new products and services,
and building its consumer brands to serve as the single source,
end-to-end provider of integrated payment solutions. More
detailed information surrounding strategy within each of the
business segments is included in the segment discussions
below. The Company considers strategic investment and acquisition
opportun