Heartl and Paynent Systens, Inc. and Subsidiaries
Consol i dated Statenents of Operations
(I'n thousands, except per share data)
(unaudi t ed)

Three Months Ended March 31,

2007 2006
Total Revenues $ 284,212 % 236, 919
Costs of Services:
I nt er change 205, 337 172,229
Dues and assessnents 10, 459 8, 586
Processi ng and servi cing 31, 330 28,151
Cust oner acqui sition costs 10, 391 8,172
Depreci ati on and anorti zation 1,724 1, 363
Total costs of services 259, 241 218, 501
General and administrative 14, 299 12, 009
Total expenses 273,540 230, 510
I ncone from operations 10, 672 6, 409
O her inconme (expense):
Interest incone 459 254
I nterest expense (112) (120)
O her, net (95) 814
Total other income (expense) 252 948
I ncone before incone taxes 10, 924 7, 357
Provi sion for inconme taxes 4,072 2,969
Net incone $ 6,852 $ 4, 388
Net incone $ 6,852 $ 4, 388
O her conprehensive inconme, net of tax:

Unreal i zed gains (losses) on investnents 3 (3)
Conpr ehensi ve i ncone $ 6,855 $ 4, 385
Ear ni ngs per common share:

Basi ¢ $ 0.18 % 0.12
Di | uted $ 0.17  $ 0.11
Wi ght ed average nunber of conmon shares

out st andi ng:

Basi c 37,507 35,128
Diluted 39,971 39, 817

Heart| and Paynent Systens, Inc. and Subsidiaries
Consol i dat ed Bal ance Sheets
(I'n thousands, except share data)
(unaudi t ed)

March 31, Decenber 31,
2007 2006

Asset s
Current assets:



Cash and cash equi val ents

Funds held for payroll custoners
Recei vabl es, net

I nvest ment s

I nventory

Prepai d expenses

Current tax asset

Current deferred tax assets, net

Total current assets
Capitalized custoner acquisition costs,
net
Deferred tax assets, net
Property and equi pnent, net
Goodwi Il and intangi bl e assets
Deposits and ot her assets

Total assets

Liabilities and stockhol ders' equity
Current liabilities:
Due to sponsor bank
Account s payabl e
Deposits held for payroll custoners
Current portion of accrued buyout
liability
Merchant deposits and | oss reserves
Accrued expenses and other liabilities
Current portion of borrow ngs and
fi nanci ng arrangenents

Total current liabilities
Reserve for unrecogni zed tax benefits
Long-term portion of accrued buyout

liability

Total liabilities

Conmit ments and conti ngenci es

St ockhol ders' equity

Common Stock, $.001 par val ue,
100, 000, 000 shares authori zed,

38, 808, 039 and 38, 488, 880 shares issued
at March 31, 2007 and Decenber 31, 2006;
37,699, 839 and 37, 405, 680 shares

out standi ng at March 31, 2007 and
Decenber 31, 2006

Addi tional paid-in capita

Accumul at ed ot her conprehensive | oss
Ret ai ned ear ni ngs

Treasury stock, at cost (1,108,200 and
1, 083, 200 shares at March 31, 2007 and
Decenber 31, 2006)

Total stockhol ders' equity

Total liabilities and stockhol ders
equity

Heartl and Paynment Systens, Inc.

(I'n thousands)
(unaudi t ed)

$ 24,759

38
158, 722

(18)
15, 269

(26, 150)

$ 16, 054

38
153, 997

(21)
10, 804

(25, 525)

and Subsi di ari es
Consol i dated Statenents of Cash Fl ow



Cash flows fromoperating activities
Net incone
Adj ustments to reconcile net incone to
net cash provided by (used in) operating
activities:
Anortization of capitalized custoner
acqui sition costs
O her depreciation and anortization
St ock- based conpensati on
Deferred taxes
Changes in operating assets and
liabilities:
(I'ncrease) decrease in receivables
Decrease in inventory
Paynment of signing bonuses, net
Increase in capitalized custoner
acquisition costs
(I'ncrease) decrease in prepaid
expenses
Decrease in current tax asset
Decrease in deposits and ot her
assets
Excess tax benefits on options
exerci sed under SFAS No. 123R
Increase in reserve for
unrecogni zed tax benefit
I ncrease (decrease) in due to
sponsor bank
I ncrease (decrease) in accounts
payabl e
I ncrease in accrued expenses and
other liabilities
(Decrease) increase in nerchant
deposits and | oss reserves
Payout s of accrued buyout liability
I ncrease in accrued buyout
liability

Net cash provided by (used in) operating
activities

Cash flows frominvesting activities
Purchase of investnents

Maturities of investnents

Increase in funds held for payrol
custoners

I ncrease in deposits held for payrol
cust oners

Acqui sition of business, net of cash
acqui red

Purchases of property and equi pnent

Net cash used in investing activities

Cash flows fromfinancing activities

Pri nci pal paynents on borrow ngs and
financi ng arrangenents

Proceeds from exercise of stock options
Excess tax benefits on options exercised
under SFAS No. 123R

Repur chase of common st ock

Di vi dends paid on conmon stock

10, 062
2,131
389
(263)

(4, 643)

188
(9, 488)
(3, 055)

(173)
4, 380

41

(1,951)
276
4,755

948

(6, 233)

6, 251

(5, 708)

Three Months Ended March 31,

8, 013
1,768

232
1,223

5, 667

247
(7,091)
(4,541)

230
609

(14, 517)

(10, 221)
(892)
2,099

1, 640
(3, 819)

(838)
322

(6, 621)
6, 630

(3, 452)
(3,536)



Net cash provided by financing activities

Net increase (decrease) in cash and cash
equi val ents

Cash and cash equi val ents at begi nni ng of
year

Cash and cash equival ents at end of
peri od



