FIRST DATA CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Services nol specifically desenibed above are generally transaction based [ees that are recognized at the ime the ransactions are
processed or programming services that are recorded as work is performed.

Stock-Based Compensation

Stock-based compensation Lo emplovees 15 measured at the grant date G values of the respective stock oplions and restricted stock
awards. For awards withoul certam hguidity or employment nggers, expense 15 recognized over the requisite service peniods and for awards with
certain ligqudity or employ ment triggers, expense 1s recognized upon the ocewrrence of such events. An estimate of forfeitures is apphed when
caleulating compensation expense. The Company recognizes compensation cost on awards with graded vesting on a straight-line basis over the
requisite service period for the entire award. Reler to Note 11 “Stock Compensation Plans™ of these consolidated Nnancial statements o details
regarding the Company s stock-based compensation plan.

Foreign Currency Translation

The 1.5, dollar is the functional ewrency for most of the Company s 11.5.-based businesses and certain foreign-based businesses.
Sigmlicant operations with a local currency as their functional currency include operations m the United Kingdom, Ausiralia, Germany . Ireland,
Greece, and Argentina. Foreign cwrrency -denominated assets and habilities for these units and other less significant operations are translated o
L5, dollars based on exchange rates prevailing at the end of the period, and revenues and expenses are translated at average exchange rates during
cach monthly period. The effects of foreign exchange gains and losses ansing from the ranslation of assets and habilities of those entities where
the functional currency 15 not the LS. dollar are included as a component of Other Comprehensive Income (OCI. Intercompany loans are
generally not considered invested on a long-tenm basis and such foreign currency gains and losses are recorded in income. Transaction gains and
losses related o operating assets and hiabihities are meluded in the “Cost of services™ and “Selling, general, and admimstrative”™ hines of the
Consolidated Statements of Operations and were immaterial. Non-operating ransaction gamns and losses denved from non-operating assets and
liabilities are included in the “Oiher income (expense)” line of the Consolidated Statements of Operations and are separately disclosed in Note 7
“Supplemental Finaneial Information”™ of these consolidated financial statements.

Derivative Financial Instruments

The Company 15 exposed (o varous financial and market risks, including those related to changes i interest rates and foreygn currency
exchange rates, that exist as part of iis ongoing business operations. The Company uses derivative instruments (1) to mitigate cash flow risks with
respect (o changes in mierest rates (forecasted miterest pavments on variable rate debt), (1) to maintain a desired rato of fixed rate and floating rate
debit, and {11} to protect the net wvestment in certain foreign subsidiaries andior affiliates with respect to changes m foreign currency exchange
rates. The Company “s objective is o engage in risk management strategies that provide adequate downside protection.

Deerivative mstruments are entered mio for penods consistent with related underlying exposures. The Company applies strict policies (o
manage each of these nsks, meluding prolubition against dervatives trading, derivatives market-making or any other speculative activities,
Although most of the Company s denvatives either do not qualify or ave not designated for hedge sccounting, they are mamtsned for economic
hedge purposes and are not considered speculative.

The Company formally documents all relationships between hedging instruments and the underlving hedged 1iems, as well as 1is nsk
management objective and strategy for undertaking vanous hedge transactions. This process imeludes linking all derivatives that have been
designated as cash flow hedges to forecasted
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