Det ai | ed Revi ew of Fi nancial Results

The foll ow ng discussion of financial results takes into account
t he non- GAAP adjustnents described in the section entitled "Use
of Non- GAAP Fi nancial Information"” and detailed in the attached

schedul e titled "Description of Non- GAAP Adjustnents.”

Segnent Results
Fi nanci al Servi ces Segnent

Operating revenues for the Financial Services segnent, excluding
out - of - pocket rei nmbursenents ("OOP"), for the three nonths ended
June 30, 2007 increased $35.0 million or 14.3%to $280.2 mllion
as conpared to the three nonths ended June 30, 2006. U.S.
operating revenues for second quarter 2007 increased $32.2 mllion
or 15.4% over second quarter 2006 primarily fromthe inclusion of

$22.9 million of ASI revenues, higher rmutual fund shareowner
accounts serviced and increased AW revenues. Internationa
operating revenues increased $2.8 m |l lion over second quarter 2006

attributable to higher professional services revenues, partially
of fset by |l ower investnment nanagenent software |icense fees.

Fi nanci al Services segnent software |icense fee revenues are
derived principally fromDST International (investment management
systens), DST Health Sol utions (nedical clainms processing systens)
and AWD (wor kfl ow managenent and CRM sol utions). Operating
revenues include approximately $12.7 million of software |icense
fee revenues for the three nonths ended June 30, 2007, an increase
of $200, 000 over second quarter 2006 as higher AW |icense fee
revenues were alnost entirely offset by | ower investnent

managenent |icense fee revenues. Wile license fee revenues are
not a significant percentage of DST's total operations, they can
significantly inpact earnings in the period in which they are
recogni zed. Revenues and operating results fromindividual |icense
sal es depend heavily on the timng, size and nature of the
contract.

U.S. nutual fund open shareowner accounts processed totaled 110.2
mllion at June 30, 2007, a net increase of 2.0 mllion or 1.8%
since March 31, 2007, an increase of 4.4 mllion or 4.2% since
Decenber 31, 2006, and an increase of 6.1 mllion or 5.9% since
June 30, 2006. The net increase during the three nonths ended June
30, 2007 included 100,000 accounts from previ ously announced
client conversions. Tax-advantaged retirenent and educati ona

savi ngs accounts serviced (which include 529 and Coverdell savings
pl an accounts) totaled 42.1 mllion at June 30, 2007, a net

i ncrease of 700,000 accounts or 1.7% since March 31, 2007 and an
increase of 2.1 mllion or 5.3%fromthe 40.0 mllion at June 30,
2006. In addition, previously announced new nutual fund client
comm tnents of approximately 7.6 mllion accounts, based on
current account |evels, are expected to convert in the third
quarter of 2007.

During the second quarter of 2007, the Conpany received a new
client commtnent for approxi nately 300,000 renote nutual fund
shar eowner accounts and approximately 6.8 mllion renote nutual
fund subaccounts, based on current |levels, which are schedul ed for
conversion during the first and third quarters of 2008,
respectively. In addition, during the second quarter of 2007, DST



entered into a definitive agreenment to acquire a conpany that
provi des nutual fund shareowner subaccounting services on a ful
service basis to the broker/deal er industry. The transaction,
which is expected to close in the third quarter of 2007, is
antici pated to i ncrease subaccounts processed by approxi mately
250, 000, based on current |evels.

DST has traditionally offered mutual fund shareowner subaccounti ng
services on a renote (ASP) and shared service basis to

br oker s/ deal ers who perform shareowner accounting and
recordkeepi ng for nmutual fund accounts that have been sold by the
broker/deal er's regi stered representatives. DST uses its nutua
fund system TA2000, as the subaccounting platformwth
enhancenents to neet the conplex reconciliation and system
interfaces required by the broker/dealers. Using the sane system
for both transfer agency shareowner recordkeepi ng and
subaccounti ng shoul d ensure the accounting for shareowner
ownership positions in the nutual fund is the sane, since the
recordkeeping is done by one system-- TA2000. Revenues for
subaccounting services are generally based on the nunber of
subaccounts serviced, and, as a result of the l|evel of services
provi ded directly by the broker/deal er, the per account revenue is
| ess than what DST derives fromits traditional nutual fund

shar eowner processing services.

Fi nanci al Services segnent inconme fromoperations for the second
quarter 2007 increased $4.0 mllion fromthe prior year quarter to
$70.4 mllion, attributable to higher |icense fee revenues and the
elimnation of anortization of DST Health Sol utions intangi bl es
resulting fromthe adoption of FIN 48, partially offset by higher
personnel costs to support business growth. Reinbursabl e operating
expenses included in costs and expenses were $15.2 mllion during
the three nmonths ended June 30, 2007, an increase of $200, 000
conpared to the sane period in 2006. Excl uding reinbursable
operating costs, costs and expenses increased $31.4 mllion to
$190.6 million due primarily to the inclusion of ASI and increased
personnel costs to support business grow h. Depreciation and
anortization costs decreased $400,000 in the second quarter 2007
conpared to the prior year quarter. The net decrease is
attributable to | ower depreciation of conputer equi pnment and the
absence of anortization of DST Health Sol utions intangi ble assets
resulting fromthe adoption of FIN 48, which is partially offset
by the inclusion of anortization of ASI intangible assets.
Operating margin for the second quarter 2007 was 25.1% conpared to
27.1% for the second quarter 2006 for the reasons nentioned above.

Qut put Sol uti ons Segnent

Qut put Sol uti ons segnment operating revenues (excluding OOP

rei mbursenents) for second quarter 2007 were $135.8 mllion, an
increase of $3.0 million or 2.3%as conpared to second quarter
2006, reflecting higher U S. processing volunmes and increased

i nternational revenues.

Items mailed during the three and six nonths ended June 30, 2007
were 647.2 mllion and 1.3 billion, an increase of 3.6%and 7.6%
respectively, conpared to the sane periods in 2006. |mages
produced during the three and six nonths ended June 30, 2007 were
4.3 billion and 8.6 billion, an increase of 14.7% and 18. 3%



respectively, conpared to the same periods in 2006. Revenues per
i mge have declined principally as a result of higher relative
vol une increases fromcustomers with | ower unit pricing.

Qut put Sol uti ons segnment incone from operations for second quarter
2007 totaled $5.6 nmllion as conpared to $700, 000 in second
quarter 2006. Costs and expenses for the three nonths ended June
30, 2007 were $254.6 nillion, a decrease of $43.6 nillion or 14.6%
fromthe sane period in 2006. Rei nbursabl e operating costs
included in costs and expenses were $134.5 mllion for the three
nont hs ended June 30, 2007, a decrease of approximtely $40.1
mllion conpared to 2006 principally froml| ower postage expenses
as certain custoners are purchasing postage directly fromthe
postal service. Excluding reinbursable operating costs, costs and
expenses decreased $3.5 million to $120.1 million froml ower

mat eri al and equi pnent costs as a result of the inplenentation of
new proprietary printing and inserting technol ogies, partially

of fset by hi gher personnel costs associated with the increased

vol unes. Depreciation and anortization increased $1.6 mllion as
conpared to second quarter 2006 attributable to depreciation on
new proprietary printing and inserting equi pnent. Qperating margin
for the three nonths ended June 30, 2007 increased to 4.1% as
conpared to 0.5% for 2006 for the reasons nentioned above.

I nvestments and O her Segnent

I nvestnents and Ot her segnment operating revenues, primarily rental
inconme for facilities | eased to the Conpany's operating segnents,
were $15.7 mllion for second quarter 2007, an increase of

$100, 000 from second quarter 2006. Inconme from operations for
second quarter 2007 increased $300, 000 as conpared to second
quarter 2006 attributable to higher rental incone and | ower
depreci ati on expense.

O her Financial Results

Equity in earnings (|l osses) of unconsolidated affiliates

The followi ng table summari zes the Conpany's equity in earnings (| osses)
of unconsolidated affiliates:

Three nont hs ended Si x nmont hs ended
June 30, June 30,
(in mllions) 2007 2006 2007 2006
Asurion $10.5 $7.3 $21.9 $15.1
BFDS 8.1 7.3 16.0 13.9
| FDS 4.0 2.5 9.9 3.9
Ar gus 0.7 2.0 1.9 3.0
O her (0.8) (0.8) (2.4) (1.5)
$22.5 $18. 3 $47.3 $34. 4

DST's equity in Asurion earnings for second quarter 2007 increased
$3.2 mllion due to higher revenues, primarily from higher

subscri bers to Asurion's handset insurance prograns, and
operational cost inprovenments, partially offset by a bad debt



expense for a custoner filing Chapter 11 and transaction expenses
i ncurred by Asurion during the second quarter of 2007 and

addi tional interest expense for debt incurred in the third quarter
2006 to finance a distribution to sharehol ders.

On July 3, 2007, Asurion conpleted a transacti on whereby certain
private equity firnms acquired a significant stake in Asurion.
Prior to the closing of the transaction, DST held a 37.4%equity
interest in Asurion and accounted for its interest in the
subsidiary under the equity nethod. As a result of the
transaction, DST has received pre-tax cash proceeds of $980
mllion and recei vabl es of approximately $45 mllion that are
expected to be collected within one year fromthe closing of the
transaction, and its equity interest in Asurion has been reduced
to approximately 6% Effective with the closing, DST will account
for its investnent in Asurion under the cost basis and wll no

| onger record equity in earnings for Asurion. Approxinmately $575
mllion of the pre-tax proceeds have been used to pay down debt
and related facilities, while the remainder, nost of which will be
used to fund the Conpany's estimated tax obligations resulting
fromthe transaction, has been tenporarily invested in high grade
short terminvestnents.

DST's equity in BFDS earnings for second quarter 2007 increased
$0.8 million due to increased nutual fund shareowner servicing
revenues from an increase in shareowner vol unes.

DST's equity in |IFDS earnings for second quarter 2007 increased
$1.5 mllion, due to higher level of accounts serviced and

i nprovenents in operations, which was partially offset by a charge
resulting froma change in a depreciation nethod. Shareowner
accounts serviced by IFDS U K were 5.8 mllion at June 30, 2007,
unchanged from March 31, 2007, an increase of 200,000 accounts
from Decenber 31, 2006 and an increase of 500,000 accounts or 9.4%
from June 30, 2006. Shareowner accounts serviced by | FDS Canada
were 7.4 mllion at June 30, 2007, an increase of 100,000 or 1.4%
from March 31, 2007, an increase of 300,000 from Decenber 31, 2006
and an increase of 400,000 or 5.7% from June 30, 2006.

Decreased equity in earnings of Argus Health Systens for the three
nont hs ended June 30, 2007 were the result of a charge for

i mpai rment of capitalized internally devel oped software, and

i ncreases in personnel costs and data processing support costs
charged by DST, which were partially offset by higher |evels of
phar macy cl ai ns processing revenues, principally Medicare Part D
cl ai ns.

The O her category above includes principally various real estate
joint ventures. DST is a 50% partner in a |limted purpose rea
estate joint venture fornmed to devel op and | ease approximately 1.1
mllion square feet of office space to the U S. governnent. The
project was substantially conpleted in fourth quarter 2006 and
becanme fully I eased in 2007. Although the project is expected to
have positive cash flow from| easing operations, it will reflect
negati ve earni ngs under generally accepted accounting principles
due to non- cash charges for depreciation and anorti zation.
Results for 2007 reflect this devel opnent and are expected to
continue in the future. In addition, another real estate joint
venture recorded an asset inpairnment charge during the second



quarter 2007.

DST's equity in earnings of unconsolidated affiliates for the
second quarter of 2007 was adversely affected by an aggregate $2.5
mllion (DST's portion) of charges relating to an Asurion bad debt
expense and transacti on expenses incurred by Asurion, the effects
of a change in accounting by IFDS, and inpairnment charges at Argus
and a real estate joint venture.

O her i ncone, net

O her income was $7.7 mllion in second quarter 2007, an increase
of $1.1 million as conpared to second quarter 2006 primarily due
to hi gher dividend i nconme on marketabl e securities.

I nt erest expense

I nterest expense was $19.4 nillion for second quarter 2007, an
increase of $3.1 mllion fromsecond quarter 2006, due to higher
aver age debt bal ances out standi ng and hi gher average i nterest
rates.

Il ncone taxes

The Conpany's tax rate was 34.6% and 34. 1% during the three and
si x nmonths ended June 30, 2007, respectively, as conpared to 34.2%
and 34.8%for the three and six nonths ended June 30, 2006,
respectively. The Conpany's tax rate for 2007 has been favorably

i npacted fromthe January 1, 2007 adoption of FIN 48, which has
resulted in a reduction in interest accruals relating to uncertain
tax positions as conpared to prior year periods. The Conpany's tax
rate was adversely affected in the second quarter of 2007 as the
rel ati ve proportions of donmestic and international taxable incone
changed resulting in an increase in the 2007 tax rate fromthe
rate estimated in the first quarter of 2007. The gain fromthe
Asurion transaction, which will be recorded in the third quarter
of 2007, is expected to further alter the relative proportions of
donmestic and international taxable income for the full year 2007
and will increase the Conpany's tax rate for the latter half of
2007. Renoving the effects of the Asurion gain, the Conpany
expects its tax rate to be approximately 35% for the renmai nder of
2007.

Appoi nt mrent of New | ndependent Director

On July 17, 2007, the DST Board of Directors expanded the nunber
of seats on the Board fromeight to nine and el ected Robert T.
Jackson as a Board nenber. M. Jackson's termexpires at the
annual stockhol ders' neeting in 2010. The Board appointed M.
Jackson to its Audit, Conpensation and Corporate

Gover nance/ Nom nating Conmm ttees.

M. Jackson retired in March 2006 as the principal financia

of ficer and an administrative officer of Anmerican Century
Investnents in Kansas City, Mssouri. He joined American Century
in 1995. He was responsible for all financial matters including
portfolio and operations accounting, regulatory financia
reporting, budgeting and internal audit. He al so exercised

adm nistrative responsibilities over directly distributed funds

(i ncluding transfer agency), call center activities, purchasing,
facilities and real estate. Prior to serving Anerican Century, M.
Jackson served for nore than two decades wi th Kenper Corporation,



hol di ng various senior |eadership positions in the investnent
managenent, life insurance and securities brokerage areas.

M. Jackson received a Diplonma in Business Administration from
Ryerson Pol ytechnical University in Toronto, Canada, a Bachel or of
Sci ence in Business Administration from Drake University in Des

Mbi nes, lowa, and a Masters in Business Adm nistration from Loyol a
University in Chicago, Illinois. He has earned the Certified

Fi nanci al Anal yst desi gnati on.

Account i ng Standards

The FASB has previously issued an exposure draft on a proposed
accounting standard that woul d anend SFAS 128, Earni ngs per Share,
to clarify guidance for mandatorily convertible instrunments, the
treasury stock nethod, contingently issuable shares, and contracts
that may be settled in cash or shares. The final statenent has yet
to be issued. DST is currently evaluating the inpact of this
proposed accounting standard and currently believes that this
proposed anendnent woul d i npact the way the Conpany treats the
17.1 mllion increnental shares to be issued fromthe assuned
conversion of the $840 million of convertible debentures issued in
August 2003 in calculating diluted earnings per share. The
proposed amendnent would require the use of the "if-converted"
method fromthe date of issuance of the convertible debentures.
The proposed anendnment would renove the ability of a conmpany to
support the presunption that the convertible securities wll be
satisfied in cash and not converted into shares of conmon stock.
Under this "if converted" nethod, GAAP diluted earnings per share
woul d have been $0.94 and $0. 70 (versus GAAP reported earnings of
$1.01 and $0.76) for the three nonths ended June 30, 2007 and
2006, respectively, and $1.77 and $1.78 (versus GAAP reported
earni ngs of $1.91 and $1.87) for the six nonths ended June 30,
2007 and 2006, respectively. The above pro-forma i nformtion
presents only the effect on diluted earnings per share of the "if
converted" nmethod included in the exposure draft, but does not

i ncl ude any ot her conputational changes (i.e. treasury stock

nmet hod consi derations) discussed in the exposure draft. DST is
continuing to nonitor the FASB' s progress towards finalizing this
proposed accounting standard.

The proposed change in accounting principles would affect the

cal cul ation of diluted earnings per share during the period the
debentures are outstanding, but would not affect DST's ability to
ultimately settle the convertible debentures in cash, shares or
any conbi nation thereof.

The informati on and comments in this press release may incl ude
forward-| ooki ng statenents respecting DST and its busi nesses. Such
i nformati on and comments are based on DST's views as of today, and
actual actions or results could differ. There could be a nunber of
factors, risks, uncertainties or contingencies that could affect
future actions or results, including but not limted to those set
forth in DST's periodic reports (Form 10-K or 10-Q filed from
time totime with the Securities and Exchange Comm ssion. All such
factors shoul d be considered in evaluating any forward-| ooking
statements. The Conpany wi |l not update any forward-| ooking
statenments in this press release to reflect future events.

DST SYSTEMS, | NC



CONDENSED CONSCLI DATED STATEMENT OF | NCOVE
(In mllions, except per share anpunts)

(Unaudi t ed)
For the Three Months For the Six Mnths
ended June 30, ended June 30,
2007 2006 2007 2006
Oper ati ng revenues $417. 2 $380.5 $843. 4 $763. 2
Qut - of - pocket rei mbursenents 149.8 190.0 308. 9 383. 3
Total revenues 567.0 570.5 1,152. 3 1, 146.5
Costs and expenses 445. 5 469. 8 921.3 947.1
Depreci ati on and anorti zation 31.6 30.9 61.5 60. 2
I ncome from operations 89.9 69. 8 169.5 139.2
I nterest expense (19.4) (16.3) (37.6) (45.8)
O her incone, net 13.9 5.0 26.7 29.5
Gai ns on sal e of businesses 52.8
Equity in earnings of
unconsol i dated affiliates 22.5 18.3 47. 3 34. 4
Incone before inconme taxes 106. 9 76.8 205.9 210.1
I ncome taxes 34.1 21.3 67.7 72.9
Net incone $72.8 $55.5 $138. 2 $137. 2
Aver age conmon shares
out st andi ng 61. 6 67.1 62.4 67.5
Di | uted shares outstandi ng 71.8 73.0 71.8 73.2
Basi ¢ earnings per share $1. 18 $0. 83 $2. 22 $2. 03
Di | uted earnings per share $1.01 $0. 76 $1.91 $1.87

DST SYSTEMS, | NC
STATEMENT OF REVENUES BY SEGVENT

(I'n m1lions)
(Unaudi t ed)
Three nont hs ended Si x nont hs ended
June 30, June 30,
2007 2006 2007 2006
Revenues
Fi nanci al Servi ces
Operating $280. 2 $245. 2 $555. 7 $488. 6
OCP r ei nbur senent s 15.2 15. 4 31.5 31.7
$295. 4 $260. 6 $587. 2 $520. 3
Qut put Sol utions
Oper ati ng $135. 8 $132.8 $285.0 $268. 6
OCP r ei nmbur senent s 134.5 174.6 277.3 352.0
$270.3 $307. 4 $562. 3 $620. 6
I nvest nents and O her
Qper ati ng $15. 7 $15. 6 $31.5 $31.0
OOP rei nbur senent s 0.1 0.1 0.2 0.2
$15.8 $15.7 $31.7 $31.2

El i m nati ons



Operating $(14.5) $(13.1) $(28. 8) $(25.0)
QOOP rei nbursenent s (0.1) (0.1) (0.6)
$(14.5) $(13.2) $(28.9) $(25. 6)
Total Revenues
Operating $417. 2 $380. 5 $843. 4 $763. 2
OOP rei nbursenent s 149. 8 190.0 308.9 383.3
$567.0 $570.5 $1, 152. 3 $1, 146.5
DST SYSTEMS, | NC.
STATEMENT OF | NCOVE FROM OPERATI ONS BY SEGVENT
(I'n m1lions)
(Unaudi t ed)
Three nont hs ended Si x nont hs ended
GAAP June 30, June 30,
2007 2006 2007 2006
I ncomre from operations
Fi nanci al Services $68. 9 $66. 4 $132.7 $128.9
Qut put Sol uti ons 5.6 0.7 17.9 4.9
I nvestments and O her 15. 4 2.7 18.9 5.4
$89. 9 $69. 8 $169.5 $139.2
DST SYSTEMS, | NC.
OTHER SELECTED FI NANCI AL | NFORVATI ON
(In mllions)
(Unaudi t ed)
June 30, Decenber 31,
Sel ect ed Bal ance Sheet |nfornation 2007 2006
Cash $94 $61
Total debt 1, 352 1,441
For the Six Months
Ended June 30,
Sel ected Cash Flow I nfornmation 2007 2006
Capi tal expenditures
Oper ating segnents $43 $75
I nvest ments and Ot her segnent 7 3
DST Systens, Inc.
Description of Non- GAAP Adj ustnents
In addition to reporting operating incone, pretax incone, net
i ncome and earni ngs per share on a GAAP basis, DST has al so nade

certain non- GAAP adj ustnents which are described bel ow and are
reconciled to the correspondi ng GAAP neasures in the attached

financial schedules titled "Reconciliation of Reported Results to
I ncone Adjusted for Certain Non-GAAP Itens" that acconpany this



earni ngs rel ease. DST's use of non- GAAP adjustnents is further
described in the section entitled "Use of Non- GAAP Fi nanci a
I nformati on".

The follow ng itens, which occurred during the quarter ended June
30, 2007, have been treated as non- GAAP adj ustnents:

-- Merger integration costs incurred with the acquisition of ASI, in the
amount of $1.5 million, included in Financial Services costs and
expenses. The incone tax benefit associated with these costs was
approxi mately $600, 000.

-- Net gain resulting fromthe sale of office buildings in California, in
the anmount of $12.4 million, which is included in Investnments and O her
as a reduction to costs and expenses. The incone tax expense
associated with this income was approximately $4.9 mllion. Total cash
proceeds fromthe sale were approxi mately $37.6 mllion

-- Oher net gains, in the anount of $4.7 mllion, associated with
securities transactions, which are included in other income, net. The
i ncone tax expense associated with these gains was approximately $1.9
mllion.

-- Non-operating gain resulting principally froma settlenment of a dispute
related to a prior business acquisition, in the ambunt of $1.5 million
which is included in other incone, net. The incone tax expense
associated with this gain was approxi mately $600, 000.

-- Favorable resolution of an international incone tax issue that resulted
ina $3.8 mllion reduction in incone tax expense.

In addition to the itenms which occurred in the quarter ended June
30, 2007 as described above, the following itens which occurred
during the three nonths ended March 31, 2007 have been previously
reported as non- GAAP adj ust nent s:

-- Merger integration costs incurred with the acquisition of ASI, in the
amount of $2.8 mllion, included in Financial Services costs and
expenses. The inconme tax benefit associated with these costs was
approximately $1.1 mllion.

-- Acontract termnation fee, in the ambunt of $3.1 mllion, included in
Qut put Sol utions operating revenues. The incone tax expense associ ated
with this inconme was approximately $1.2 mllion.

-- Oher net gains, in the anount of $3.3 mllion, associated with
securities transactions, which are included in other income, net. The
i ncone tax expense associated with these gains was approximately $1.3
mllion.

-- Againrelated to the recovery in a non-operating Chapter 11 bankruptcy
claimof an ampunt due froma previous client, in the anbunt of $1.0
mllion, included in other incone, net. The incone tax expense
associated with this gain was approxi mately $400, 000.

The follow ng itens, which occurred during the quarter ended June
30, 2006, have been previously reported as non- GAAP adj ust nents:

-- Aloss included in other incone, net, in the amobunt of $2.9 mllion
principally related to the decline in value of a non-operating chapter
11 bankruptcy clai mof an anmpbunt due froma previous client. The
inconme tax effect of this adjustnent resulted in an inconme tax benefit
of $1.1 mllion.

-- A federal incone tax refund resulting froma settlement with the IRS



related to research and experinmentation credits clainmed by the Conpany
for historical periods from 1988 through 2001. A portion of the
refund, in the amount of $1.3 million, was required to be reported as

i nterest inconme and has been included in other inconme, net. The incone
tax benefit of this IRS settlenment and federal inconme tax refund was
approximately $4.4 mllion.

In addition to the itenms which occurred in the quarter ended June
30, 2006 as described above, the following itenms, which occurred
during the three nonths ended March 31, 2006, have been previously
reported as non- GAAP adj ust nent s:

-- Increased conpensati on expense from accel erated vesting of restricted
stock as a result of the lock\line nerger with Asurion on January 1,
2006, in the amount of $1.7 million, included in Financial Services
costs and expenses. The incone tax benefit associated with these costs
was approxi mately $700, 000.

-- Reduced conpensation expense as a result of the effect of the adoption
of FAS 123R, Share-Based Paynent, on January 1, 2006 related to the
initial estimation of forfeitures on restricted stock awards which
resulted in a $1.4 mllion reduction in Financial Services costs and
expenses. The inconme tax expense associated with this gain was
approxi mat el y $600, 000.

-- Severance and rel ated conmpensation charges of $1.8 nillion associated
with an adjustnent of staffing levels, included in Qutput Sol utions
costs and expenses. The inconme tax benefit associated with these costs
was approxi mately $700, 000.

-- Increased interest expense of $12.7 mllion resulting fromthe
wite-off of the Conpany's convertible debenture debt issuance costs.
The income tax benefit associated with these interest costs was
approximately $5.0 million.

-- Other net gains in the anbunt of $16.1 million associated with
securities transactions, principally fromthe sale of 1.5 million
shares of State Street Corporation, which are included in other incong,
net. The inconme tax expense associated with these gai ns was
approximately $6.3 mllion.

-- Anet gain of $52.8 mllion resulting fromthe [ock\line merger with
Asurion on January 1, 2006, which is included in gain on sale of
busi ness. The incone tax expense associated with this gain was
approximately $23.1 million.

DST SYSTEMS, | NC.
RECONCI LI ATI ON OF REPORTED RESULTS TO | NCOVE ADJUSTED FOR CERTAI N NON- GAAP

| TEMB
For the Three Months Ended June 30,
(Unaudited - in mllions, except per share anobunts)
2007
Operating Pretax Net Diluted
I ncone I ncone I ncone EPS
Reported GAAP incone $89.9 $106. 9 $72.8 $1.01

Adj usted to renove
I ncluded in operating incone:

ASI nmerger integration costs -
Fi nanci al Services 1.5 1.5 0.9 0.01
Gain on sale of real property -



I nvestments and O her (12.4) (12.4) (7.5) (0.11)

I ncl uded in non-operating incone:

Net gains on securities transactions (4.7) (2.8) (0.04)
Favorabl e settlenent of a prior
busi ness acqui sition dispute (1.5) (0.9 (0.01)
Favorabl e i ncone tax resol ution (3.8) (0.05)
Adj ust ed Non- GAAP i ncone $79.0 $89. 8 $58. 7 $0. 81
2006
Operating Pretax Net Diluted
I ncone I ncone I ncone EPS
Reported GAAP i ncone $69. 8 $76. 8 $55.5 $0. 76

Adj usted to renove
I ncl uded in non-operating incone:

Decline in value of Chapter 11

bankruptcy claim 2.9 1.8 0.02
Research and experinmentation tax
refund and settl enent (1.3) (5.7) (0.08)

Adj ust ed Non- GAAP i ncone $69. 8 $78. 4 $51. 6 $0. 70

Note: See the Description of Non- GAAP Adjustnents section for a
description of each of the above adjustnents and see the Use of
Non- GAAP Fi nanci al I nformation section for managenent's reasons for
provi di ng non- GAAP financial information

DST SYSTEMS, | NC
RECONCI LI ATI ON OF REPORTED RESULTS TO | NCOVE ADJUSTED FOR CERTAI N
NON- GAAP | TEMS
For the Six Months Ended June 30,

(Unaudited - in millions, except per share anopunts)
2007
Qperating Pretax  Net  Diluted
I ncone I ncone I ncone EPS
Reported GAAP i ncone __éiéé?é___éébéjé___éiéé?é___éijéi_

Adj usted to renove
I ncluded in operating income:

AS|I nerger integration costs -

Fi nanci al Services 4.3 4.3 2.6 0. 03
Contract termnation fee - CQutput

Sol uti ons (3.1) (3.1) (1.9) (0.03)
Gain on sale of real property -

I nvestments and O her (12.4) (12.4) (7.5) (0.11)

I ncl uded in non-operating incone:

Net gains on securities transactions (8.0) (4.8) (0.06)



Favorabl e settlenent of a prior
busi ness acqui sition dispute
Recovery of Chapter 11 bankruptcy
claim

Favorabl e i ncome tax resol ution

Adj ust ed Non- GAAP i ncone

Reported GAAP i ncone

Adj usted to renove
I ncluded in operating incone:

Restricted stock vesting accel eration

- Financial Services

Ef fect of adoption of FAS 123R -
Fi nanci al Services

Enpl oyee severance expense -
Sol uti ons

Qut put

I ncluded in non-operating incone:

Wite-off of convertible debenture
i ssuance costs

Net gains on securities transactions

Gain on | ock\Iline nmerger

Decline in value of Chapter 11
bankruptcy claim

Research and experinmentation tax
refund and settl enment

Adj ust ed Non- GAAP i ncone

(1.5) (0.9) (0.01)

(1.0) (0.6) (0.01)

(3.8) (0.05)

$158. 3 $184. 2 $121. 3 $1. 67

2006

Qperating Pretax Net Diluted
I ncone I ncone I ncone EPS

$139. 2 $210.1 $137. 2 $1. 87

1.7 1.7 1.0 0.01

(1. 4) (1. 4) (0.8) (0.01)

1.8 1.8 1.1 0.01

7
(16.1) (9.8) (0.13)




