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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended November 30, 2008

OR

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

For the transition period from              to             

Commission file number: 001-16111

GLOBAL PAYMENTS INC.
(Exact name of registrant as specified in charter)
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Georgia 58-2567903
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

10 Glenlake Parkway, North Tower, Atlanta, Georgia 30328-3473
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (770) 829-8000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of the issuer�s common stock, no par value outstanding as of January 5, 2009 was 80,324,180.
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PART I � FINANCIAL INFORMATION

Item 1. Financial Statements
GLOBAL PAYMENTS INC.

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

Three Months Ended
November 30,

2008 2007
Revenues $ 401,063 $ 308,776

Operating expenses:
Cost of service 154,311 116,513
Sales, general and administrative 163,987 133,518
Restructuring �  314

318,298 250,345

Operating income 82,765 58,431

Other income (expense):
Interest and other income 2,002 4,739
Interest and other expense (2,016) (1,268)

(14) 3,471

Income before income taxes and minority interest 82,751 61,902
Provision for income taxes (22,505) (21,023)
Minority interest, net of tax (provision) benefit of $(710) and $524, respectively (11,339) (2,566)

Net income $ 48,907 $ 38,313

Basic earnings per share $ 0.61 $ 0.48

Diluted earnings per share $ 0.60 $ 0.48

Dividends per share $ 0.02 $ 0.02

See Notes to Unaudited Consolidated Financial Statements.
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GLOBAL PAYMENTS INC.

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

Six Months Ended
November 30,

2008 2007
Revenues $ 806,820 $ 619,756

Operating expenses:
Cost of service 298,488 232,822
Sales, general and administrative 332,470 260,954
Restructuring �  1,317

630,958 495,093

Operating income 175,862 124,663

Other income (expense):
Interest and other income 5,373 9,876
Interest and other expense (4,420) (3,141)

953 6,735

Income before income taxes and minority interest 176,815 131,398
Provision for income taxes (50,721) (44,806)
Minority interest, net of tax (provision) benefit of $(675) and $436, respectively (19,660) (4,704)

Net income $ 106,434 $ 81,888

Basic earnings per share $ 1.34 $ 1.03

Diluted earnings per share $ 1.31 $ 1.01

Dividends per share $ 0.04 $ 0.04

See Notes to Unaudited Consolidated Financial Statements
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GLOBAL PAYMENTS INC.

CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

November 30,
2008

May 31,
2008

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 356,234 $ 456,060
Accounts receivable, net of allowances for doubtful accounts of $649 and $489, respectively 109,739 100,179
Claims receivable, net of allowances for losses of $5,114 and $6,065, respectively 1,537 1,354
Settlement processing assets 5,179 24,280
Inventory, net of obsolescence reserves of $676 and $1,028, respectively 5,310 3,821
Deferred income taxes 4,261 4,119
Prepaid expenses and other current assets 24,726 27,597

Total current assets 506,986 617,410

Property and equipment, net of accumulated depreciation of $149,107 and $145,971, respectively 145,664 141,415
Goodwill 696,246 497,136
Other intangible assets, net of accumulated amortization of $167,815 and $163,358, respectively 251,999 175,636
Other 12,535 14,310

Total assets $ 1,613,430 $ 1,445,907

LIABILITIES AND SHAREHOLDERS� EQUITY
Current liabilities:
Lines of credit $ 6,574 $ 1,527
Current portion of term loan 25,000 �  
Payables to money transfer beneficiaries 12,244 9,276
Accounts payable and accrued liabilities 138,401 138,243
Settlement processing obligations 76,702 56,731
Income taxes payable 13,671 11,975

Total current liabilities 272,592 217,752

Term loan 170,000 �  
Deferred income taxes 57,086 75,001
Other long-term liabilities 12,001 11,612

Total liabilities 511,679 304,365

Commitments and contingencies (See Note 12)

Minority interest in equity of subsidiaries (includes redeemable minority interests with a book value of $24,104
and an estimated maximum redemption amount of $517,287 as of November 30, 2008) 35,210 14,724

Shareholders� equity:
Preferred stock, no par value; 5,000,000 shares authorized and none issued �  �  
Common stock, no par value; 200,000,000 shares authorized; 80,293,663 and 79,636,629 shares issued and
outstanding at November 30, 2008 and May 31, 2008, respectively �  �  
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Paid-in capital 396,064 380,741
Retained earnings 725,099 621,875
Accumulated other comprehensive (loss) income (54,622) 124,202

Total shareholders� equity 1,066,541 1,126,818

Total liabilities and shareholders� equity $ 1,613,430 $ 1,445,907

See Notes to Unaudited Consolidated Financial Statements.
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GLOBAL PAYMENTS INC.

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Six Months Ended
November 30,

2008 2007
Cash flows from operating activities:
Net income $ 106,434 $ 81,888
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization of property and equipment 19,446 13,712
Amortization of acquired intangibles 15,654 7,266
Share-based compensation expense 7,154 6,592
Provision for operating losses and bad debts 11,814 14,444
Minority interest in earnings 18,985 5,139
Deferred income taxes 467 (1,287)
Other, net 349 156
Changes in operating assets and liabilities, net of the effects of acquisitions:
Accounts receivable (13,210) (7,604)
Claims receivable (9,872) (12,863)
Settlement processing assets and obligations, net 36,994 51,818
Inventory (1,184) (2,836)
Prepaid expenses and other assets 4,263 (8,209)
Payables to money transfer beneficiaries 2,968 204
Accounts payable and accrued liabilities (1,461) (3,001)
Income taxes payable 1,696 3,958

Net cash provided by operating activities 200,497 149,377

Cash flows from investing activities:
Business and intangible asset acquisitions (454,265) (11,551)
Capital expenditures (17,396) (22,914)
Proceeds from sale of investment and contractual rights 6,956 �  

Net cash used in investing activities (464,705) (34,465)

Cash flows from financing activities:
Net borrowings on lines of credit 5,047 679
Proceeds from term loan 200,000 �  
Principal payments under term loan (5,000) �  
Proceeds from stock issued under share-based compensation plans 6,420 13,251
Tax benefit from share-based compensation plans 1,749 7,039
Repurchase of common stock �  (87,020)
Dividends paid (3,210) (3,193)
Contribution from minority interest holder 358 �  
Distributions to minority interests (11,718) (4,876)

Net cash provided by (used in) financing activities 193,646 (74,120)

Effect of exchange rate changes on cash (29,264) 13,733

(Decrease) increase in cash and cash equivalents (99,826) 54,525
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Cash and cash equivalents, beginning of period 456,060 308,872

Cash and cash equivalents, end of period $ 356,234 $ 363,397

See Notes to Unaudited Consolidated Financial Statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1�SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business, consolidation and presentation� Global Payments Inc. is a high-volume processor of electronic transactions for merchants,
multinational corporations, financial institutions, consumers, government agencies and other profit and non-profit business enterprises to
facilitate payments to purchase goods and services or further other economic goals. Our role is to serve as an intermediary in the exchange of
information and funds that must occur between parties so that a transaction can be completed. We were incorporated in Georgia as Global
Payments Inc. in September 2000 and we spun-off from our former parent company in January 2001. Including our time as part of our former
parent company, we have provided transaction processing services since 1967.

The unaudited consolidated financial statements include our accounts and the accounts of our majority-owned subsidiaries. These unaudited
consolidated financial statements have been prepared on the historical cost basis in accordance with accounting principles generally accepted in
the United States and present our financial position, results of operations, and cash flows. Intercompany transactions have been eliminated in
consolidation.

We prepared the unaudited consolidated financial statements included herein pursuant to the rules and regulations of the United States Securities
and Exchange Commission (the �SEC�). Certain information and footnote disclosures normally included in financial statements prepared in
accordance with accounting principles generally accepted in the United States have been condensed or omitted pursuant to such rules and
regulations, although we believe that the disclosures are adequate and the information presented is not misleading. We suggest that these
financial statements be read in conjunction with the consolidated financial statements and notes thereto included in our Form 10-K for the fiscal
year ended May 31, 2008.

Use of estimates� The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make certain estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements, as well as the reported amounts of revenues and expenses during the
reported period. Actual results could differ from those estimates.

Revenue recognition�

North America and International Merchant Services Segments

Our two merchant services segments primarily include processing solutions for credit cards, debit cards, and check-related services. This
revenue is recognized as such services are performed. Revenue for processing services provided directly to merchants is recorded net of
interchange fees charged by credit card issuing banks. We use two basic business models to market our merchant services offerings. One model,
referred to as �direct� merchant services, features a salaried and commissioned sales force, independent sales organizations, or ISOs, and
independent sales representatives, all of whom sell our end-to-end services directly to merchants. Our other model, referred to as �indirect�
merchant services, provides the same basic products and services as direct merchant services, primarily to financial institutions and a limited
number of ISOs on an unbundled basis, that in turn resell our products and services to merchants. Direct merchant services revenue is generated
on services primarily priced as a percentage of transaction value, whereas indirect merchant services revenue is generated on services primarily
priced on a specified amount per transaction. In both merchant services models, we also charge other processing fees unrelated to the number of
transactions or the transaction value.

Money Transfer Segment

Our money transfer segment primarily includes processing international money transfer transactions. Money transfer revenue is earned on fees
charged to customers based on the nature and amount of the transaction performed on the customers� behalf and is recognized at the time of funds
transfer. We also earn money transfer revenue on the difference between the retail exchange rate quoted at the time when the money transfer
transaction is requested and the wholesale exchange rate at the time when the currency is purchased. This revenue is recognized when the money
transfer transaction is processed through the settlement system and the funds are available to the beneficiary, as this is the point in time when the
amount of revenue is determinable.
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Cash and cash equivalents� Cash and cash equivalents include cash on hand and all liquid investments with an initial maturity of three months
or less when purchased. These amounts also include cash that we hold related to reserve funds collected from our merchants (�Merchant reserves�)
that serve as collateral to minimize contingent liabilities associated with charges properly reversed by a cardholder. While this cash is not
restricted and can be used in our general operations, we do not intend to use it, as we believe that designating this cash to collateralize Merchant
reserves strengthens our fiduciary standing with our member sponsors and is in accordance with guidelines set by the card networks. As of
November 30, 2008 and May 31, 2008, our cash and cash equivalents included $126.7 million and $131.6 million, respectively, related to
Merchant reserves.

Settlement processing assets and obligations� In order to provide credit card transaction processing services, we must be designated as a
certified processor by MasterCard and Visa, in addition to a Merchant Service Provider by MasterCard and an Independent Sales Organization
by Visa. These designations are dependent upon member clearing banks of either organization sponsoring us and our adherence to the standards
of the Visa and MasterCard networks. A financial institution that is a member of the Visa and/or MasterCard card networks (the �Member�) must
sponsor an electronic transaction payment processor such as Global Payments. We have four primary financial institution sponsors in the United
States, Canada, the United Kingdom and the Asia-Pacific region with whom we have sponsorship or depository and processing agreements.
These agreements allow us to route transactions under the member banks� control and identification numbers to clear credit card transactions
through Visa and MasterCard. Visa and MasterCard set the standards with which we must comply. Certain of the member financial institutions
of Visa and MasterCard are our competitors.

We also provide credit card transaction processing for Discover Financial Services or Discover Card (�Discover�) and are designated as an
acquirer by Discover. This designation provides us with a direct relationship between us and Discover, and therefore a Member sponsorship is
not required. Our agreement with Discover allows us to route and clear transactions directly through Discover�s network. Otherwise, we process
Discover transactions similar to how we process MasterCard and Visa transactions. Discover publishes acquirer operating regulations, with
which we must comply. We use our Members to assist in funding merchants for Discover transactions.

Funds settlement refers to the process of transferring funds for sales and credits between card issuers and merchants. Depending on the type of
transaction, either the credit card interchange system or the debit network is used to transfer the information and funds between the Member and
card issuer to complete the link between merchants and card issuers.

For transactions processed on our systems, we use our network telecommunication infrastructure to deliver funding files to the Member, which
creates a file to fund the merchants using country-specific payment networks such as the Federal Reserve�s Automated Clearing House system in
the United States or the Automated Clearing Settlement System or the Large Value Transfer System in Canada. In our United States portfolio
and in most of our Canadian portfolio, merchant funding primarily occurs after the Member receives the funds from the card issuer through the
card networks. For certain of our Canadian and Asia-Pacific merchant accounts, the Member funds the merchants before the Member receives
the net settlement funds from the card networks, creating a net settlement asset at the Member. In the United Kingdom and certain markets in the
Asia-Pacific region, the Member provides the payment processing operations and related support services on our behalf under a transition
services agreement. The Member will continue to provide these operations and services until the integration to our platforms are completed.
After our integration, the Member will continue to provide funds settlement services similar to the functions performed by our Members in the
United States and Canada.

Timing differences, interchange expenses, Merchant reserves and exception items cause differences between the amount the Member receives
from the card networks and the amount funded to the merchants. The standards of the card networks restrict us from performing funds settlement
or accessing merchant settlement funds, and, instead, require that these funds be in the possession of the Member until the merchant is funded.
However, in practice and in accordance with the terms of our sponsorship agreements with our Members, we follow a net settlement process
whereby, if the incoming amount from the card networks precedes the Member�s funding obligation to the merchant, we temporarily hold the
surplus on behalf of the Member, in a joint deposit account or in an account at the Member bank, and record a corresponding liability.
Conversely, if the Member�s funding obligation to the merchant precedes the incoming amount from the card networks, the amount of the
Member�s net receivable position is either subsequently advanced to the Member by us or the Member satisfies this obligation with its own
funds. If the Member uses its own funds, the Member assesses a funding cost, which is included in interest and other expense on the
accompanying unaudited consolidated statements of income. Each participant in the transaction process receives compensation for its services.
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The settlement processing assets and obligations represent intermediary balances arising in our settlement process for direct merchants.
Settlement processing assets consist primarily of (i) our receivable from merchants for the portion of the discount fee related to reimbursement
of the interchange expense (�Interchange reimbursement�), (ii) our liability to the Members for transactions for which we have not funded
merchants on behalf of the Members but for which we have received funding from the Members (�liability to Members�), (iii) exception items,
such as customer chargeback amounts receivable from merchants (�Exception items�), and (iv) Merchant reserves held to minimize contingent
liabilities associated with charges properly reversed by a cardholder. Settlement processing obligations consist primarily of (i) Interchange
reimbursement, (ii) liability to the Members, (iii) Exception items, (iv) Merchant reserves, (v) the fair value of our guarantees of customer
chargebacks (see Reserve for operating losses below), and (vi) the reserve for sales allowances. As of November 30, 2008 and May 31, 2008,
our settlement processing assets primarily related to our processing for direct merchants in Canada, while our settlement processing obligations
primarily related to our processing for direct merchants in the United States and Asia-Pacific. Our reserve for operating losses and reserve for
sales allowance relate to our �direct� merchant services business model. A summary of these amounts as of November 30, 2008 and May 31, 2008
is as follows:

November 30,
2008

May 31,
2008

(in thousands)
Settlement processing assets:
Interchange reimbursement $ 47,174 $ 60,734
Liability to Members, net (21,432) (19,122)
Exception items 1,073 717
Merchant reserves (21,636) (18,049)

Total $ 5,179 $ 24,280

Settlement processing obligations:
Interchange reimbursement $ 103,380 $ 123,757
Liability to Members, net (83,437) (69,823)
Exception items 12,589 6,722
Merchant reserves (105,085) (113,523)
Fair value of guarantees of customer chargebacks (3,803) (3,375)
Reserves for sales allowances (346) (489)

Total $ (76,702) $ (56,731)

Reserve for operating losses� As a part of our merchant credit and debit card processing and check guarantee services, we experience merchant
losses and check guarantee losses, which are collectively referred to as �operating losses.�

Our credit card processing merchant customers are liable for any charges properly reversed by a cardholder. In the event, however, that we are
not able to collect such amount from the merchants, due to merchant fraud, insolvency, bankruptcy or any other merchant-related reason, we
may be liable for any such reversed charges based on our Member sponsorship agreements. We require cash deposits, guarantees, letters of
credit, and other types of collateral by certain merchants to minimize any such contingent liability. We also utilize a number of systems and
procedures to manage merchant risk. We have, however, historically experienced losses due to merchant defaults.

Financial Accounting Standards Board Interpretation No. 45: Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others (�FIN 45�) requires all guarantees be recorded at their fair value at inception. Our potential liability
for the full amount of the operating losses discussed above is a guarantee under FIN 45. We estimate the fair value of these guarantees by adding
a fair value margin to our estimate of losses. This estimate of losses is comprised of known losses and a projection of future losses based on a
percentage of direct merchant credit card and off-line debit card sales volumes processed. Historically, this estimation process has been
materially accurate.

As of November 30, 2008 and May 31, 2008, $3.8 million and $3.4 million, respectively, have been recorded to reflect the fair value of
guarantees associated with merchant card processing. These amounts are included in settlement processing obligations in the accompanying
consolidated balance sheets. The expense associated with the fair value of the guarantees of customer chargebacks is included in cost of service
in the accompanying unaudited consolidated statements of income. For the three months ended November 30, 2008 and 2007, we recorded
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expenses for such items in the amounts of $1.3 million and $2.4 million, respectively. For the six months ended November 30, 2008 and 2007,
we recorded expenses for such items in the amounts of $1.8 million and $3.1 million, respectively.
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In our check guarantee service offering, we charge our merchants a percentage of the gross amount of the check and guarantee payment of the
check to the merchant in the event the check is not honored by the checkwriter�s bank in accordance with the merchant�s agreement with us. The
fair value of the check guarantee is equal to the fee charged for the guarantee service, and we defer this fee revenue until the guarantee is
satisfied. We have the right to collect the full amount of the check from the checkwriter but have not historically recovered 100% of the
guaranteed checks. Our check guarantee loss reserve is based on historical and projected loss experiences. As of November 30, 2008 and
May 31, 2008, we had a check guarantee loss reserve of $5.1 million and $6.1 million, respectively, which is included in net claims receivable in
the accompanying consolidated balance sheets. The expenses associated with the establishment of such check guarantee loss reserves are
included in cost of service in the accompanying unaudited consolidated statements of income. For the three months ended November 30, 2008
and 2007, we recorded expenses of $4.7 million and $5.9 million, respectively. For the six months ended November 30, 2008 and 2007, we
recorded expenses of $9.7 million and $11.0 million, respectively. The estimated check returns and recovery amounts are subject to the risk that
actual amounts returned and recovered in the future may differ significantly from estimates used in calculating the receivable valuation
allowance.

As the potential for merchants� failure to settle individual reversed charges from consumers in our merchant credit card processing offering and
the timing of individual checks clearing the checkwriters� banks in our check guarantee offering are not predictable, it is not practicable to
calculate the maximum amounts for which we could be liable under the guarantees issued under the merchant card processing and check
guarantee service offerings. It is not practicable to estimate the extent to which merchant collateral or subsequent collections of dishonored
checks, respectively, would offset these exposures due to these same uncertainties.

Property and equipment� Property and equipment are stated at cost. Depreciation and amortization are calculated using the straight-line method.
Leasehold improvements are amortized over the useful life of the asset. We capitalize the costs related to the development of computer software
developed or obtained for internal use in accordance with the American Institute of Certified Public Accountants Statement of Position 98-1,
Accounting for the Costs of Computer Software Developed or Obtained for Internal Use. Maintenance and repairs are charged to operations as
incurred.

Goodwill and other intangible assets� We completed our most recent annual goodwill and indefinite-life intangible asset impairment test as of
January 1, 2008 and determined that no impairment charges were required as of that date.

Other intangible assets primarily represent customer-related intangible assets (such as customer lists and merchant contracts), contract-based
intangible assets (such as non-compete agreements, referral agreements and processing rights), and trademarks associated with acquisitions.
Customer-related intangible assets, contract-based intangible assets and certain trademarks are amortized over their estimated useful lives of up
to 30 years. The useful lives for customer-related intangible assets are determined based primarily on forecasted cash flows, which include
estimates for the revenues, expenses, and customer attrition associated with the assets. The useful lives of contract-based intangible assets are
equal to the terms of the agreements. The useful lives of amortizable trademarks are based on our plans to phase out the trademarks in the
applicable markets. We have determined that the trademarks other than the amortizable trademarks have indefinite lives and, therefore, are not
being amortized.

Amortization for our customer-related intangible assets is calculated using the accelerated method. In determining amortization expense under
our accelerated method for any given period, we calculate the expected cash flows for that period that were used in determining the acquired
value of the asset and divide that amount by the expected total cash flows over the estimated life of the asset. We multiply that percentage by the
initial carrying value of the asset to arrive at the amortization expense for that period. In addition, if the cash flow patterns that we experience are
less favorable than our initial estimates, we will adjust the amortization schedule accordingly. These cash flow patterns are derived using certain
assumptions and cost allocations due to a significant amount of asset interdependencies that exist in our business.

Impairment of long-lived assets� We regularly evaluate whether events and circumstances have occurred that indicate the carrying amount of
property and equipment and finite-life intangible assets may warrant revision or may not be recoverable. When factors indicate that these
long-lived assets should be evaluated for possible impairment, we assess the potential impairment by determining whether the carrying value of
such long-lived assets will be recovered through the future undiscounted cash flows expected from use of the asset and its eventual disposition.
If the carrying amount of the asset is determined not to be recoverable, a write-down to fair value is recorded. Fair values are determined based
on quoted market values, discounted cash flows, or external appraisals, as applicable. In addition, we regularly evaluate whether events and
circumstances have occurred that indicate the useful
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lives of property and equipment and finite-life intangible assets may warrant revision. During the three months ended November 30, 2008, we
determined that the customer relationship intangibles and non-compete agreements related to our subsidiary in Sarajevo, Bosnia-Herzegovina
were impaired. Using the income approach on a discounted cash flow basis to determine fair value, we recorded an impairment charge of $1.7
million for such amortizable intangibles. This charge was included in cost of service in the accompanying unaudited consolidated statements of
income. In our opinion, the carrying values of our other long-lived assets, including property and equipment and finite-life intangible assets,
were not impaired at November 30, 2008 and May 31, 2008.

Income taxes� Deferred income taxes are determined based on the difference between the financial statement and tax bases of assets and
liabilities using enacted tax laws and rates. Our effective tax rates, reflected as the provision for income taxes divided by income before income
tax, including the effect of minority interest, were 32.2% and 34.9% for the three months ended November 30, 2008 and 2007, respectively. Our
effective tax rates were 32.6% and 35.1% for the six months ended November 30, 2008 and 2007, respectively.

Fair value of financial instruments� We consider that the carrying amounts of financial instruments, including cash and cash equivalents,
receivables, lines of credit, accounts payable and accrued liabilities, approximate fair value given the short-term nature of these items. Our term
loan includes variable interest rates based on the prime rate or London Interbank Offered Rate plus a margin based on our leverage position;
therefore, the carrying amount approximates fair value.

Foreign currencies� We have significant operations in subsidiaries in Canada, the United Kingdom, the Czech Republic and the Asia-Pacific
region whose functional currency is their local currency. Gains and losses on transactions denominated in currencies other than the functional
currencies are included in determining net income for the period. For the three and six months ended November 30, 2008 and 2007, our
transaction gains and losses were insignificant.

The assets and liabilities of subsidiaries whose functional currency is a foreign currency are translated at the period-end rate of exchange. The
resulting translation adjustment is recorded as a component of other comprehensive income and is included in shareholders� equity. Translation
gains and losses on intercompany balances of a long-term investment nature are also recorded as a component of other comprehensive income.
Income statement items are translated at the average rates prevailing during the period. Foreign currency exchange rate fluctuations affected our
revenues and earnings per share as further described in Item 2. Management�s Discussion and Analysis of Financial Condition and Results of
Operations � Executive Overview.

Earnings per share� Basic earnings per share is computed by dividing reported earnings available to common shareholders by the weighted
average shares outstanding during the period. Earnings available to common shareholders are the same as reported net income for all periods
presented.

Diluted earnings per share is computed by dividing reported earnings available to common shareholders by the weighted average shares
outstanding during the period and the impact of securities that, if exercised, would have a dilutive effect on earnings per share. All options with
an exercise price less than the average market share price for the period generally are assumed to have a dilutive effect on earnings per share.
The diluted share base for both the three months ended November 30, 2008 and 2007 excludes incremental shares of 0.6 million related to stock
options. The diluted share base for both the six months ended November 30, 2008 and 2007 excludes incremental shares of 0.4 million and
0.6 million, respectively, related to stock options. These shares were excluded since they have an anti-dilutive effect because their option
exercise prices are greater than the average market price of the common shares. No additional securities were outstanding that could potentially
dilute basic earnings per share that were not included in the computation of diluted earnings per share.
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The following table sets forth the computation of basic and diluted earnings per share for the three and six months ended November 30, 2008
and 2007:

Three Months
Ended

November 30,
Six Months Ended
November 30,

2008 2007 2008 2007
(in thousands, except per share data)

Basic EPS:
Net income available to common shareholders $ 48,907 $ 38,313 $ 106,434 $ 81,888

Basic weighted average shares outstanding 79,735 79,027 79,598 79,767

Earnings per share $ 0.61 $ 0.48 $ 1.34 $ 1.03

Diluted EPS:
Net income available to common shareholders $ 48,907 $ 38,313 $ 106,434 $ 81,888

Basic weighted average shares outstanding 79,735 79,027 79,598 79,767
Plus: dilutive effect of stock options and restricted stock awards 1,397 1,479 1,520 1,442

Diluted weighted average shares outstanding 81,132 80,506 81,118 81,209

Earnings per share $ 0.60 $ 0.48 $ 1.31 $ 1.01

New accounting pronouncements� In December 2007, the Financial Accounting Standards Board issued Statement of Financial Accounting
Standards No. 141 (Revised) Business Combinations (�FAS 141R�). This statement establishes principles and requirements for how we recognize
and measure in our financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree.
In addition, this standard establishes principles and requirements for how we recognize and measure the goodwill acquired in the business
combination or gain from a bargain purchase, and how we determine what information to disclose to enable financial statement users to evaluate
the nature and financial effects of the business combination. FAS 141R will become effective for us for business combinations in which the
acquisition date is on or after June 1, 2009.

In December 2007, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 160, Noncontrolling
Interests in Consolidated Financial Statements (�FAS 160�). This statement applies to the accounting for noncontrolling interests (currently
referred to as minority interest) in a subsidiary and for the deconsolidation of a subsidiary. FAS 160 will become effective for us on June 1,
2009. As further described in Note 12, we have minority interests that include redemption provisions that are not solely within our control,
commonly referred to as redeemable minority interests. At the March 12, 2008 meeting of the FASB Emerging Issues Task Force (�EITF�),
certain revisions occurred to EITF Topic No. D-98, Classification and Measurement of Redeemable Securities (�Topic D-98�). These revisions
clarified that Topic D-98 applies to redeemable minority interests and requires that its provisions be applied no later than the effective date of
FAS 160. While we are still evaluating the impact on our consolidated financial statements of FAS 160, we have determined that, upon adoption
of this standard and in conjunction with the provisions of Topic D-98, an adjustment for the then fair value of redeemable minority interests will
be required. This adjustment will ultimately increase the carrying value of redeemable minority interests to the redemption value with a
corresponding charge to equity. Under Topic D-98, we will have a choice of either accreting redeemable minority interest to its redemption
value over the redemption period or recognizing changes in the redemption value immediately as they occur. We are currently evaluating the
recognition and measurement provisions of Topic D-98, and we have not yet concluded which measurement method we will apply.

NOTE 2�BUSINESS AND INTANGIBLE ASSET ACQUISITIONS

Since June 2007 we have completed the following acquisitions which have been recorded using the purchase method of accounting. The
purchase price of each acquisition has been allocated to the assets acquired and liabilities assumed based on their estimated fair values at the
acquisition date. The operating results of these acquisitions have been included in our unaudited consolidated financial statements from the date
of acquisition.
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Global Payments Asia-Pacific Philippines Incorporated

On September 4, 2008, Global Payments Asia-Pacific, Limited (�GPAP�), the entity through which we conduct our merchant acquiring business in
the Asia-Pacific region, acquired Global Payments Asia-Pacific Philippines Incorporated (�GPAP Philippines�), a newly formed company into
which HSBC Asia contributed its merchant acquiring business in the Philippines. We own 56% of GPAP and HSBC Asia owns the remaining
44%. We effectively purchased our share of GPAP Philippines for $10.9 million. The purpose of this acquisition was to expand our presence in
the Asia-Pacific market. This business acquisition was not significant to our consolidated financial statements and accordingly, we have not
provided pro forma information relating to this acquisition.

The following table summarizes the preliminary purchase price allocation (in thousands):

Total
Goodwill $ 6,273
Customer-related intangible assets 3,248
Contract-based intangible assets 952
Trademark 224
Property and equipment 300

Total assets acquired 10,997
Minority interest in equity of subsidiary (at historical cost) (132)

Net assets acquired $ 10,865

The customer-related intangible assets have amortization periods of 12 years. The contract-based intangible assets have amortization periods of
8 years. The trademark has an amortization period of 6 years.

HSBC Merchant Services LLP

On June 30, 2008, we acquired a 51% majority ownership interest in HSBC Merchant Services LLP. We paid HSBC UK $438.6 million for our
interest. We manage the day-to-day operations of the partnership, control all major decisions and, accordingly, consolidate the partnership�s
financial results for accounting purposes effective with the closing date. HSBC UK retained ownership of the remaining 49% and contributed its
existing merchant acquiring business in the United Kingdom to the partnership. In addition, HSBC UK entered into a ten-year marketing alliance
with the partnership in which HSBC UK will refer customers to the partnership for payment processing services in the United Kingdom. We
funded the acquisition using a combination of excess cash and proceeds of a term loan. The partnership agreement includes provisions pursuant
to which HSBC UK may compel us to purchase, at fair value, additional membership units from HSBC UK (the �UK Put Option�). See Note 12
for a more detailed discussion of the UK Put Option.

The purpose of this acquisition was to establish a presence in the United Kingdom. The key factors that contributed to the decision to make this
acquisition include historical and prospective financial statement analysis and HSBC UK�s market share and retail presence in the United
Kingdom. The purchase price was determined by analyzing the historical and prospective financial statements and applying relevant purchase
price multiples.
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The purchase price totaled $441.6 million, consisting of $438.6 million cash consideration plus $3.0 million of direct out of pocket costs. The
following table summarizes the preliminary purchase price allocation (in thousands):

Total
Goodwill $ 299,337
Customer-related intangible assets 117,063
Contract-based intangible assets 13,462
Trademark 2,209
Property and equipment 22,466
Other current assets 112

Total assets acquired 454,649
Minority interest in equity of subsidiary (at historical cost) (13,014)

Net assets acquired $ 441,635

All of the goodwill associated with the acquisition is expected to be deductible for tax purposes. The customer-related intangible assets have
amortization periods of 13 years. The contract-based intangible assets have amortization periods of 7 years. The trademark has an amortization
period of 5 years.

The following pro forma information shows the results of our operations for the three and six months ended November 30, 2008 and 2007 as if
the HSBC Merchant Services acquisition had occurred on June 1, 2007. The pro forma information is presented for information purposes only
and is not necessarily indicative of what would have occurred if the acquisition had been made as of that date. The pro forma information is also
not intended to be a projection of future results expected due to the integration of the acquired business.

Three Months Ended
November 30,

Six Months Ended
November 30,

2008
(Actual)

2007
(Pro forma)

2008
(Pro forma)

2007
(Pro forma)

(in thousands, except per share data)
Total revenues $ 401,063 $ 368,243 $ 827,765 $ 739,676
Net income for the period $ 48,907 $ 41,466 $ 107,698 $ 88,091

Net income per share, basic $ 0.61 $ 0.52 $ 1.35 $ 1.10
Net income per share, diluted $ 0.60 $ 0.52 $ 1.33 $ 1.08
Money Transfer Branch Locations

During the six months ended November 30, 2008, we completed the second and final series of money transfer branch location acquisitions in the
United States as part of an assignment and asset purchase agreement with a privately held company. The purpose of this acquisition was to
increase the market presence of our DolEx-branded money transfer offering. The following table summarizes the preliminary purchase price
allocation of this business acquisition (in thousands):

Total
Goodwill $ 745
Contract-based intangible assets 37
Customer-related intangible assets 11

Net assets acquired $ 793
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The customer-related intangible assets have amortization periods of less than a year. The non-compete agreements have amortization periods of
3 years.

This business acquisition was not significant to our consolidated financial statements and accordingly, we have not provided pro forma
information relating to this acquisition.
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Discover

During the year ended May 31, 2008, we acquired a portfolio of merchants that process Discover transactions and the rights to process Discover
transactions for our existing and new merchants. The purchase of the portfolio was structured to occur in tranches. During the six months ended
November 30, 2008, additional tranches were purchased for $1.3 million. Goodwill and intangible assets associated with these acquisitions were
$0.8 million and $0.6 million, respectively. As a result of this acquisition, we now process Discover transactions similarly to how we currently
process Visa and MasterCard transactions. The purpose of this acquisition was to offer merchants a single point of contact for Discover, Visa
and MasterCard card processing. The operating results of the acquired portfolio have been included in our unaudited consolidated financial
statements from the dates of acquisition. The customer-related intangible assets have amortization periods of 10 years. These business
acquisitions were not significant to our consolidated financial statements and accordingly, we have not provided pro forma information relating
to these acquisitions.

In connection with these Discover related purchases, we have sold the contractual rights to future commissions on Discover transactions to
certain of our ISOs. Contractual rights sold totaled $7.6 million during the year ended May 31, 2008 and $1.0 million during the six months
ended November 30, 2008. Such sale proceeds are generally collected in installments over periods ranging from three to six months. During the
six months ended November 30, 2008, we collected $4.1 million of such proceeds, which are included in the Proceeds from sale of investment
and contractual rights line item of our unaudited consolidated statement of cash flows. We do not recognize gains on these sales of contractual
rights at the time of sale. Proceeds are deferred and recognized as a reduction of the related commission expense. During the three and six
months ended November 30, 2008, we recognized $0.4 million and $0.6 million, respectively, of such deferred sales proceeds.

NOTE 3�GOODWILL

The changes to the goodwill balance during the six months ended November 30, 2008 are as follows (in thousands):

Goodwill balance as of May 31, 2008 $ 497,136
Goodwill acquired 307,118
Effect of foreign currency translation on goodwill carrying value (108,008)

Goodwill balance as of November 30, 2008 $ 696,246

NOTE 4�LONG-TERM DEBT AND CREDIT FACILITIES

Outstanding debt consisted of the following:

November 30,
2008

May 31,
2008

(in thousands)
Lines of credit:
U.S. Credit Facility $ �  $ �  
Chinese Credit Facility 1,680 577
Canadian Credit Facility �  �  
National Bank of Canada (�NBC�) Credit Facility 3,899 71
Macau Credit Facility 994 879
Term loan 195,000 �  

Total debt $ 201,573 $ 1,527

Current portion 31,573 1,527
Long-term portion 170,000 �  

Total debt $ 201,573 $ 1,527
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Term Loan

On June 23, 2008, we entered into a new five year unsecured $200.0 million term loan agreement with a syndicate of banks in the United States
to partially fund our HSBC Merchant Services acquisition (Note 2). The term loan bears interest, at our election, at the prime rate or London
Interbank Offered Rate plus a margin based on our leverage position. As of November 30, 2008 the interest rate on the term loan was 4.65%.
The term loan calls for quarterly principal payments of $5.0 million beginning with the quarter
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ended August 31, 2008 and increasing to $10.0 million beginning with the quarter ending August 31, 2010 and $15.0 million beginning with the
quarter ending August 31, 2011. As of November 30, 2008, the outstanding balance of the term loan was $195.0 million. The $5.0 million
quarterly principal payment scheduled for November 30, 2008 was paid on December 2, 2008, as the contractual payment due date fell on a
weekend.

Lines of Credit

Our line of credit facilities are used to provide a source of working capital and for general corporate purposes, while the U.S. Credit Facility is
additionally available to fund future strategic acquisitions. Certain of our line of credit facilities allow us to fund merchants for credit and debit
card transactions prior to receipt of corresponding settlement funds from Visa, MasterCard, and Interac Associates. Further, the Canadian and
NBC Credit Facilities allow us to provide certain Canadian merchants with �same day value,� which is the practice of giving merchants value as of
the date of the applicable sale for credit and debit card transactions processed after the close of the banking day.

Compliance with Covenants

There are certain financial and non-financial covenants contained in our U.S Credit Facility, our Canadian Credit Facility, and our NBC Credit
Facility. We complied with these covenants as of November 30, 2008.

NOTE 5�INCOME TAX

We adopted the provisions of Financial Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes�an
Interpretation of FASB Statement No. 109 (�FIN 48�) on June 1, 2007. As a result of this adoption, we recorded a $1.5 million increase in the
liability for unrecognized income tax benefits, which was accounted for as a $1.0 million reduction to the June 1, 2007 balance of retained
earnings and a $0.5 million reduction to the June 1, 2007 balance of additional paid-in capital. As of November 30, 2008, other long-term
liabilities included liabilities for unrecognized income tax benefits of $2.7 million and accrued interest and penalties of $0.7 million.

We recognize accrued interest related to our liabilities for unrecognized income tax benefits in interest expense. We accrue penalty expense
related to our liabilities for unrecognized tax benefits in sales, general and administrative expenses. During the three and six months ended
November 30, 2008, we reversed $1.1 million of liabilities for unrecognized income tax benefits and $0.3 million of accrued interest and penalty
expense as a result of the expiration of the statute of limitations. The $1.1 million liability reversal was reflected as an income tax benefit.
During the three and six months ended November 30, 2007, amounts recorded for accrued interest and penalty expense related to the
unrecognized income tax benefits were not significant.

In addition, we anticipate the total amount of liabilities for unrecognized income tax benefits will decrease by $1.2 million net of interest and
penalties from our foreign operations within the next twelve months as a result of the expiration of the statute of limitations.

We conduct business globally and file income tax returns in the United States federal jurisdiction and various state and foreign jurisdictions. In
the normal course of business, we are subject to examination by taxing authorities throughout the world, including such major jurisdictions as
the United States and Canada. With few exceptions, we are no longer subject to income tax examinations for years ended May 31, 2003 and
prior. We are currently under audit by the Internal Revenue Service of the United States for the years ended May 31, 2004 and 2005. We expect
that the examination phase of this audit will conclude during fiscal 2009.

NOTE 6�SHAREHOLDERS� EQUITY

On April 5, 2007, our Board of Directors approved a share repurchase program that authorized the purchase of up to $100 million of Global
Payments� stock in the open market or as otherwise may be determined by us, subject to market conditions, business opportunities, and other
factors. Under this authorization, we repurchased 2.3 million shares of our common stock during fiscal 2008 at a cost of $87.0 million, or an
average of $37.85 per share, including commissions. We did not repurchase shares of our common stock during the first half of fiscal 2009. As
of November 30, 2008, we had $13.0 million remaining under our current share repurchase authorization.
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NOTE 7�SHARE-BASED AWARDS AND OPTIONS

As of November 30, 2008, we have four share-based employee compensation plans. For all share-based awards granted after June 1, 2006,
compensation expense is recognized on a straight-line basis. The fair value of share-based awards granted prior to June 1, 2006 is amortized as
compensation expense on an accelerated basis from the date of the grant. There was no share-based compensation capitalized during the six
months ended November 30, 2008 and 2007.

Incentive stock options, non-qualified stock options and restricted stock have been granted to officers, key employees and directors under the
Global Payments Inc. 2000 Long-Term Incentive Plan, as amended and restated (the �2000 Plan�), the Global Payments Inc. Amended and
Restated 2005 Incentive Plan (the �2005 Plan�), and an Amended and Restated 2000 Non-Employee Director Stock Option Plan (the �Director
Plan�) (collectively, the �Plans�). Effective with the adoption of the 2005 Plan, there are no future grants under the 2000 Plan. Shares available for
future grant as of November 30, 2008 are 4.5 million for the 2005 Plan and 0.4 million for the Director Plan.

The total share-based compensation cost that has been charged against income for our share-based plans aggregated $3.9 million and $3.4
million for the three months ended November 30, 2008 and 2007, respectively, for (i) the continued vesting of all stock options that remained
unvested as of June 1, 2006, (ii) all stock options granted, modified, or cancelled after our adoption of FAS 123R, (iii) our employee stock
purchase plan, and (iv) our restricted stock plan. The total income tax benefit recognized for share-based compensation in the accompanying
unaudited statements of income was $1.4 and $1.2 million for the three months ended November 30, 2008 and 2007, respectively.

The total share-based compensation cost that has been charged against income for our share-based plans aggregated $7.2 million and $6.6
million for the six months ended November 30, 2008 and 2007, respectively, for (i) the continued vesting of all stock options that remained
unvested as of June 1, 2006, (ii) all stock options granted, modified, or cancelled after our adoption of FAS 123R, (iii) our employee stock
purchase plan, and (iv) our restricted stock plan. The total income tax benefit recognized for share-based compensation in the accompanying
unaudited statements of income was $2.5 and $2.3 million for the six months ended November 30, 2008 and 2007, respectively.

Stock Options

Stock options are granted at 100% of fair market value on the date of grant and have 10-year terms. Stock options granted vest one year after the
date of grant with respect to 25% of the shares granted, an additional 25% after two years, an additional 25% after three years, and the remaining
25% after four years. The Plans provide for accelerated vesting under certain conditions. We have historically issued new shares to satisfy the
exercise of options.
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The following table summarizes all outstanding options as of November 30, 2008 and the changes during the six months ended November 30,
2008.

Options

Weighted
Average
Exercise
Price

Aggregate
Intrinsic
Value

(in thousands) (in millions)
2000 Plan

Outstanding at May 31 2,228 $ 18
Granted �  �  
Cancelled (2) 21
Exercised (173) 20

Outstanding at November 30 2,053 18 $ 32.2

2005 Plan
Outstanding at May 31 2,013 $ 37
Granted 204 44
Cancelled (56) 40
Exercised (109) 32

Outstanding at November 30 2,052 37 $ �  

Director Plan
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