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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 8-K/A

CURRENT REPORT

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

August 26, 2008
Date of Report (Date of Earliest Event Reported)

HEWLETT -PACKARD COMPANY

(Exact name of registrant as specified in its charter)

DELAWARE 1-4423 94-1081436
(State or other jurisdiction (Commission File Number) (I.R.S. Employer
of incorporation) Identification No.)
3000 HANOVER STREET, PALO ALTO, CA 94304
(Address of principal executive offices) (Zip code)
(650)857-1501

(Registrarits telephone number, including area code)

Check the appropriate box below if the F®K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions:

A Written communications pursuant tallR 425 under the Securities Act (17 CFR 230.425)
A Soliciting material pursuant to Rulgla12 under the Exchange Act (17 CFR 240-123
A Precommencement communications pursuant to R4t2(b) under the Exchange Act (17 CFR 240.1244))

A Precommencement communications pursuant to R8k4(c) under the Exchange Act (17 CFR 240-43e))




On August26, 2008, HewletPackard Company, a Delaware corporatidiR’), filed a Form8-K to reportthat, pursuant to
the terms of the Agreement and Plan of Merger, dated as o B|&3008, among HP, Hawk Merger Corporation, a Delaware
corporation and a wholgwned subsidiary of HP {lergerCd), and Electronic Data Systems Corporation, a Delawarecatipn
(“EDS’), as amended by Amendment Nathereto, dated as of Julp, 2008, MergerCo was merged with and into EDS (the
“Merger’) with EDS continuing as the surviving corporation and becoming a wholly owned subsidiary dttéRVierger closed and
became effective on Augug6, 2008. This Form8-K/A is being filed to provide the financial statements described under Item 9.01
below.

Item 9.01. Financial Statements and Exhibits.

(@ Financial Steements of Business Acquired.

The unaudited condensed consolidated financial statements of EDS as 8 J20@8 and for the threaonth and sixmonth
periods ended Jurg, 2008 and 2007 previously filed by EDS on FA®xQ with the SEC on Augudt, 2008 are filed as
Exhibit 99.1 hereto and incorporated herein by this reference. The audited consolidated financial statements of EDS as of
DecembeBl, 2007 and 2006 and for each of the three years in the period ended DeREa&7 previously filed bEDS on
Form10-K with the SEC on Februagi7, 2008 are filed as Exhit$0.2 hereto and incorporated herein by this reference.

(b) Pro Forma Financial Information.

The required pro forma financial information with respect to the Mergees &i$ Exhibi®9.3 hereto and incorporated herein
by this reference.

(d) Exhibits.
Exhibit No. Description

23.1 Consent of Independent Registered Public Accounting Firm

99.1 Unaudited condensed consolidated financial statements of EDS as 80J2@®8 and for the threeonth and
six-month periods ended JuB8, 2008 and 2007

99.2 Audited consolidated financial statements of EDS as of DeceBih@007 and 2006 and for each of the three y«
in the period ended Decemizt, 2007

99.3 Unaudited pro forma condensed combined consolidated financial statements

Forward-looking statements

This Current Report on ForBiK/A together with the exhibits attached hereto contain forv@oting statements that involve
risks, uncertainties and assumptioritsuch risks or uncertainties materialize or such assumptions prove incorrect, the results of HP
and its consolidatedubsidiaries could differ materially from those expressed or implied by such felegditg statements and
assumptions. All statements other than statements of historical fact are statements that could be deemkb kimgy/atdtements,
including staterants about the expected benefits and costs of the EDS acquisition; statements &bplartdPelating to the
acquisition; statements about the future financial and accounting impact of the acquisition; any statements of expbetiiparat
any stéements of assumptions underlying any of the foregoing. Risks, uncertainties and assumptions include the possibility that the
expected costs and benefits of the acquisition may not materialize as expected; the risk that preliminary financiakstpatisg
and assumptions may prove to be incorrect; and other risks that are describésl etlRities and Exchange Commission reports,
including but not limited to the risks described in’BlRuarterly Report on Forrh0-Q for the fiscal quarter ended Jidg, 2008
andHP' s other filings with the Securities and Exchange Commission, including but not limited $oAdRual Report on Form0-K
for the fiscal year ended Octoh#t, 2007. HP assumes no obligation and does not intend to update these ftooking) statements
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has caused this report to bessigned on it
behalf by the undersigned hereunto duly authorized.

HEWLETT-PACKARD COMPANY

DATE: Novemberl2, 2008 By: /s/ Paul T. Porrini
Name: Paul T. Porrini
Title: Vice President, Deputy General

Counseland Assistant Secretary




Exhibit No.

EXHIBIT INDEX

Description
23.1 Consent of Independent Registered Public Accounting Firm
99.1 Unaudited condensed consolidated financial statements of EDS as 80J2@98 and for the threeonth and
six-month periods ended JuB8, 2008 and 2007
99.2 Audited consolidated financial statements of EDS as of DeceBih@007 and 2006 and for each of the three y«
in the period ended Decemiit, 2007
99.3 Unaudited pro forma condensed combined consolidated financial statements
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EXHIBIT 23.1
Consent of Independent Registered Public Accounting Firm

The Board of Directors
HewlettPackard Company:

We consent to the use of our reports dated Feb&igrg2008 with respect to the consolidated balance sheets of Electronic Data
Systems Corporation and subsidiaries as of DeceBibe2007 and 2006, and the related consolidated statements of income,
shareholdersequity and comprehensive income (loss), and cash flows for each of the years in thedhpsriod ended

DecembeBl, 2007, and all related financial statement schedules, and the effectiveness of internal control over financial reporting a:
of Decembef31, 2007 which report appears in the Annual Report on B6xk of Electronic Data Systems Corporation and is

included inthe current report on ForBiK/A under the Securities Exchange Act of 1934 of Hewhettkard Company and is

incorporated by reference in:

Registration Statements on Fo88 of HewlettPackard Company, Registration Nos. 3% 86, 33383346, 33386378 ad
333134327; and

Registration Statements on Fo88 of HewlettPackard Company, Registration Nos. 3331281, 333114253, 333124280,
33335836, 3332947, 03368447, 03338579, 333124282, 00292331, 03331496, 333138783, 333131406, 333129863,
333114254, 333113148, 33315231, 33330459, 03365179, 333114346, 333114255, 33387788, 33385136, 33370232,
333146630, 333145920, 333143632, 333142175, 333140857, 333.53302 and 33349437.

/sl KPMG LLP
KPMG LLP

Dallas, Texas
Novemberll, 2008




EXHIBIT 99.1
ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions, except share and per share amounts)

June 30, December31,
2008 2007
ASSETS
Current assets
Cash and cash equivalents $ 3,102 $ 3,13¢
Marketable securities 13 58
Accounts receivable, net 3,88: 3,60:
Prepaids and other 96¢€ 95¢
Deferred income taxes 683 69C
Total current assets 8,64 8,44°
Property and equipment, net 2,431 2,48¢
Deferred contract costs, net 1,11« 984
Investments and other assets 94z 1,09¢
Goodwill 5,15¢ 5,09:
Other intangible assets, net 932 92¢
Deferred income taxes 187 18€
Total assets $ 19,417 $ 19,22«
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities
Accounts payable $ 737 $ 60&
Accrued liabilities 2,49: 2,61¢
Deferred revenue 1,561 1,47:
Income taxes 91 54
Current portion of londerm debt 16( 16€
Total current liabilities 5,04 4.91¢
Pension benefit liability 1,032 98¢
Long-term debt, less current portion 3,06¢ 3,20¢
Minority interests and other loagrm liabilities 44¢ 41¢
Commitments and contingencies
Shareholdefsequity
Preferred stock, $.01 par value; authorized 200,000,000 shares; none issued — —
Common stock, $.01 par value; authorized 2,000,000,000 shares; 531,975,655 she
issued at Jung0, 2008 and Decemb@i., 2007 5 5
Additional paidin capital 3,07¢ 3,09i
Retained earnings 6,27¢ 6,15¢
Accumulated other comprehensive income 1,141 1,07C
Treasury stock, at cost, 27,547,218 shares at3un2008 and 22,113,129 shares at
DecembeB1, 2007 (674 (639
Total shareholdetsquity 9,82¢ 9,691
Total liabilities and shareholdérsquity $ 19,417 $ 19,22«

See accompanying notes to unaudited condensed consolidated financial statements.




ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts)

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Revenues $ 562: $ 5,44¢ $ 10,98¢ $ 10,67
Costs and expenses
Cost of revenues 4,84( 4,732 9,652 9,25
Selling, general and adminiative 50¢ 484 964 91¢
Other operating income (6) (1) (6) (1)
Total costs and expenses, net 5,34 5,21¢ 10,61( 10,17
Operating income 281 234 37¢ 49¢
Interest expense (49 (56) (90) (119
Interest income and other, net 34 24 81 74
Other income (expense), net (15) (32 (9) (39
Income from continuing operations before income taxes 26€ 20z 36¢ 46(
Provision for income taxes 107 58 147 151
Income from continuing operations 15¢ 144 222 30¢
Income (loss) from discontinued operations, net of income ta
1 (6) — U
Net income $ 16C $ 13¢ $ 22z $ 302
Basic earnings per share of common stock
Income from continuing operations $ 03z $ 0.2¢ $ 044 $ 0.6(
Income (loss) from discontinued operations — (0.01) — (0.07)
Net income $ 032 % 027 $ 044 $ 0.5¢
Diluted earnings per share of common stock
Income from continuing operations $ 031 % 027 $ 04: $ 0.5¢
Income (loss) from discontinued operations — (0.0 — (0.01)
Net income $ 031 $ 0.2¢ $ 04: $ 0.57
Cash dividends per share $ 0.0t $ 0.0t $ 0.1C $ 0.1C

See accompanying notes to unaudited condensed @atsdl financial statements.
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ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization and deferred cost charges
Deferred compensation
Other longlived asset writadowns
Other
Changes in operating assets and liabilities, net of effects of acquired companies:
Accounts receivable
Prepaids and other
Deferred contract costs
Accounts payable and accrued liabilities
Deferred revenue
Income taxes
Total adjustments
Net cash provided by operating activities

Cash Flows from Investing Activities
Proceeds from sales of marketable securities
Proceeds from investments and other assets
Net proceeds from divested assets andmarketable equity securities
Payments for purchases of property and equipment
Payments for acquisitions, net of cash acquired, andmarketable equity securities
Payments for purchases of software and other intangibles
Payments for purchases of marketable securities
Other
Net cash used in investing activities

Cash Flows from Financing Activities

Proceeds from lorterm debt

Payments on lorterm debt

Capital lease payments

Purchase of treasury stock

Employee stock transactions

Dividends paid

Other

Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes to unaudited condensed consolidated financial statements.
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Six Months Ended

June 30,
2008 2007
22z $ 30z
764 68t
81 82
6 _
59 72
(147) (76)
(15) (150)
(237) (195)
(83) (54)
53 13
162 74
644 451
86€ 75%
43 —
31 61
9 53
(455) (367)
(29) (43)
(16€) (230)
— 2
9 8
(560) (520)
1 5
2 (10)
(109) (77)
(219) (334)
21 12¢
(50) (51
7 7
(339 (331)
(4) 7
(37 (91
3,13¢ 2,972
3,10z $ 2,881




NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements of Electronic Data Systems COEiD&itmrilie
“Company) have been prepared in accordance with United States generally accepted accounting pti@éiplies) (for interim

financial information. In the opinion of management, all material adjustments, which are of a normal recurring nature and necessary
for a fair presentation, have been included. The results for interim periods are not necessarily indicative of resajtb¢hat m

expected for any other interim period or for the full year. The information contained herein should be read in conjuhdtien wi
Companys Annual Report on Forh0O-K for the year ended Decemhigt, 2007.

The unaudited condensed consolidated finarste&ements include the accounts of EDS and its controlled subsidiaries. The Company
defines control as a neshared, noitemporary ability to make decisions that enable it to guide the ongoing activities of a subsidiary
and the ability to use that powerit@rease the benefits or limit the losses from the activities of that subsidiary. Subsidiaries in which
other shareholders effectively participate in significant operating decisions through voting or contractual rights asideoedo
controlled subsiidries. The Company investments in entities it does not control, but in which it has the ability to exercise significant
influence over operating and financial policies, are accounted for under the equity method. Under such method, the Company
recognizests share of the subsidiariegacome (loss) in other income (expense). If EDS is the primary beneficiary of variable interest
entities, the unaudited condensed consolidated financial statements include the accounts of such entities. No vastavittiatere

were consolidated during the periods presented.

The preparation of the unaudited condensed consolidated financial statements in conformity with generally accepted accounting
principles in the United States requires management to make estijmdg¢gsents and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financitd stadethmen

reported amounts of revenues and expenses during théimggmariod. Because of the use of estimates inherent in the financial
reporting process, actual results could differ from those estimates. Areas in which significant judgments and estirsaties are u
include, but are not limited to, cost estimation for &aunct Service elements, projected cash flows associated with recoverability of
deferred contract costs, contract concessions andiledyassets, liabilities associated with pensions, performance guarantees and
uncertain tax positions, recoverabilityadferred tax assets, receivables collectibility, and loss accruals for litigation, exclusive of
legal fees which are expensed as services are received. It is reasonably possible that events and circumstancesrcthdcheecur i
term that would causaish estimates to change in a manner that would be material to the unaudited condensed consolidated financi
statements.

NOTE 2: MERGER AGREEMENT WITH HEWLETT -PACKARD

On May13, 2008, the Company entered into an Agreement and Plan of Mergé&Wérger Agreemerif), by and among the

Company, HewletPackard Company KHP”) and Hawk Merger Corporation, a wholly owned subsidiary of ‘HRe(gerCd),

pursuant to which, and subject to the terms and conditions set forth therein, MergerCo will merge wiih tvedGompany (the
“Merger’) and the Company will continue as the surviving corporation and a wholly owned subsidiary of HP. Pursuant to the terms
the Merger Agreement and subject to the conditions thereof, at the effective time of the Mergerreaaihcsimamon stock of the
Company issued and outstanding immediately prior to the effective time (other thlaaré$ owned by HP, MergerCo or the

Company or any of their respective direct or indirect whollyned subsidiaries or (iDissenting Shares$ defined in the Merger
Agreement)) will be converted into the right to receive $25.00 in cash, without interest. The Merger Agreement was apiireved b
Companys stockholders at a Special Meeting of Stockholders on31yI2008. The waiting period fothe Merger under the
Hart-ScottRodino Antitrust Improvements Act of 1976 expired on J2ng2008, and the European Commission granted its approval
of the Merger on Julg25, 2008. The completion of the Merger remains subject to various conditionsljmigctaceipt of certain other
required regulatory approvals and other customary closing conditions. The Merger Agreement may be terminated under certain
circumstances, including, subject to the terms of the Merger Agreement, if the ComBagayd of Diretors determines to accept an
unsolicited superior proposal, provided that HP has first been given notice and the opportunity to make an offer thathesults
proposal no longer being a superior proposal. The Merger Agreement provides that if theAdezgerent is terminated under

certain circumstances, the Company will be required to pay HP a termination fee of $375 million. Pursuant to the terms of
Amendment Nol to the Merger Agreement dated J@B; 2008, the Merger will not occur earlier than Asgl8, 2008 without the

prior written consent of the Company and HP. The Company expects the Merger to be completed during the third quarter of 2008.
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NOTE 3: ACCOUNTING CHANGE

The Company adopted Financial Accounting Standards BOBEABB") Statement Nol57,Fair Value Measurementdor its

financial assets and liabilities effective Januhr008. This standard defines fair value, establishes a framework for measuring fair
value in generally accepted accounting principles, and expdsalsaiires about fair value measurements. The Company elected to
defer the provisions of Statement N&.7 for its nonfinancial assets and liabilities. Such assets and liabilities, which include the
Companys noncurrent assets, lotgrm debt, minority irgrest and other lonaggrm liabilities, will be subject to the provisions of
Statement Nol157 effective January, 2009.

Statement Nol57 establishes a fair value hierarchy which prioritizes the inpwialtiationtechniques used to measure fair value.
Level 1 inputs are quoted prices in active markets for identical assets or liabilities. Level 2 inputs are inputs athetethqmices
included in Level 1 that are directly or indirectly observable for the asset or liability. Such inputs includkepricezin active
markets for similar assets and liabilities, quoted prices for identical or similar assets or liabilities in marketsthatciinge, inputs
other than quoted prices that are observable for the asset or liability, or inputs deriegghity from or corroborated by observable
market data by correlation or other means. Level 3 inputs are unobservable inputs for the asset or liability. Suchusedtoare
measure fair value when observable inputs are not available.

Following is asummary of the Compatg/ financial assets and liabilities measured at fair value on a recurring basis as3ff,June
2008 (in millions):

Fair Value Hierarchy

Balance Levell Level 2 Level 3
Available-for-sale marketable securities $ 13 $ 12 $ — $ =
Foreign currency forward contracts, net liability (13 — (13 —
Interest rate swap agreements, net liability (32) — (32) =
Total $ (32) $ 13 8 (45 $ —

NOTE 4: EARNINGS PER SHARE

The weighteeaverage number of shares outstanding used to compute basic and diluted earnirage pee sis follows for the three
and six months ended Jug@, 2008 and 2007 (in millions):

2008 2007
For the three months ended J&ate
Basic earnings per share 50z 51C
Diluted earnings per share 532 541
For the six months ended JuBe:
Basic earnings per share 50¢ 512
Diluted earnings per share 51z 54z

The Company has contingently convertible debt that is excluded from the computation of diluted earnings per shareestksthe
antidilutive. If the result is dilutive, income and weightterage shares outstanding are adjusted as if conversion took place on the
first day of the reporting period. The effect of this debt was dilutive for the three months end80,J8 and 2007, and the six
months ended Jurg, 2007. Accordingly, the computation of diluted earnings per share includeBdated interest of $5 million

and $5 million, respectively, for the three months ended 30n2008 and 2007, and $9 milliorr fihe six months ended Juge,

2007. In addition, 20 million shares were added to weightestage shares outstanding in the computation of diluted earnings per
share for the three months ended J8®e2008 and 2007, and the six months ended 30n20X. The effect of the Compatsy
contingently convertible debt was antidilutive for six months ended 3on2008.

Securities that were outstanding but were not included in the computation of diluted earnings per share becausewlair effect
antidilutive are as follows for the three and six months ended3Wr@008 and 2007 (in millions):

2008 2007
For the three months ended J&te
Common stock options and warrants 15 12
For the six months ended JuBe:
Common stock options and warrants 20 12
Restricted stock units 1 —
Convertible debt 20 —




NOTE 5: PROPERTY AND EQUIPMENT

Property and equipment is stated net of accumulated depreciation of $5.0 billion and $4.7 billiorBat 2008 and Decembat,
2007, respectively. Depreciation expense for the three months ende2DJ 2008 and 2007 was $197 million and $192 million
respectively. Depreciation expense for the six months endeB0u2608 and 2007 was $400 million and $373 million, respectively.

NOTE 6: DEFERRED CONTRACT COSTS

Some of the Compahy client contracts require significant investment in the eaalyest which is expected to be recovered through
billings over the life of the respective contracts. These contracts often involve the construction of new computer giystems an
communications networks and the development and deployment of new technologstanttal performance risk exists in each

contract with these characteristics, and some or all elements of service delivery under these contracts are dependesdsfpbn su
completion of the development, construction and deployment phases. AQUHE8, approximately $650 million of the Compasy

net deferred construct and 4gt costs related to contracts with active construct activities. The Company has approximately 25 active
construct contracts with deferred costs in excess of $1 million. Sothes# contracts have experienced delays in their development
and construction phases, and certain milestones have been missed. It is reasonably possible that deferred costs thsspeiated wi
more of these contracts could become impaired due to chamgstimates of future contract cash flows.

NOTE 7: INVESTMENTS AND OTHER ASSETS

The Company holds interests in various equipment leases financed witbaoamse borrowings at lease inception accounted for as
leveraged leases. The Company alsa$aln equity interest in a partnership which holds leveraged aircraft lease investments. The
Company accounts for its interest in the partnership under the equity method. The carrying amount of the’ € cenpaining

equity interest in the partnership wk28 million at Decembe31, 2007. During the six months ended J&8e2008, the Company
received a cash distribution from the partnership which reduced the carrying amount of its investment to $7 millic30a2008e

Investments in equipment fazdse is comprised of equipment to be leased to clients undeelomdT contracts and net investment

in leased equipment associated with such contracts. The net investment in leased equipment associated with the NM@iscontract
$137 million and $288 rtion at June30, 2008 and Decemb8d, 2007, respectively. During 2008, the Company sold approximately
$150 million in lease receivables associated with the NMCI contract (see Note 13). Proceeds from the sale are includsl in net
from operating activies in the consolidated statement of cash flows as a change in prepaids and other current assets. Future minim
lease payments to be received under the NMCI contract were $124 million and $301 million34, 26@8 and Decembad, 2007,
respectivelyThe unguaranteed residual values accruing to the Company were $21 million and $13 million, and unearned interest
income related to these leases was $8 million and $26 million aBOu2008 and Decembad, 2007, respectively. The net lease
receivable blance is classified as components of prepaids and other and investments and other assets in the consolidated balance
sheets. Future minimum lease payments to be received were as follows: EDillion; 2009- $57 million; 2010- $15 million.

NOTE 8: COMPREHENSIVE INCOME AND SHAREHOLDERS 6EQUITY

Comprehensive income was $151 million and $285 million for the three months end&,J8668 and 2007, respectively.
Comprehensive income was $293 million and $483 million for the six months dnde80, 2008 and 2007, respectively. The
difference between comprehensive income and net income for the three and six months er@d2008eand 2007 resulted
primarily from foreign currency translation adjustments.

In DecembeR007, the CompanygBoard of Directors authorized the Company to repurchase up to $1 billion of its outstanding
common stock over the next 18 months in open market purchases or privately negotiated transactions. Ir26@8ytizeyCompany
suspended the repurchase of sharater this authorization in light of our discussions with HP regarding the potential Mdrger.
Company does not expect to commence repurchases under this authorization while the Merger remains pending. During the six
months ended Jurg, 2008, the Copany repurchased 11.5 million shares in the open market at a cost of $213 million in connection
with this share repurchase authorization. In Ap@i07, the Company completed the $1 billion share repurchase program announced ir
February2006. The Companyyrchased an aggregate of 37.6 million shares of common stock at a cost of $1 billion (excluding
transaction costs) under this program.

In connection with its employee stock incentive plans, the Company issued 6.1 million shares of treasury stotkfeH/8s
million during the six months ended Jus@ 2008. The difference between the cost and fair value at the date of issuance of such
shares has been recognized as a charge to retained earnings of $55 million during the six months &@je&zD08ne
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NOTE 9: STOCK-BASED COMPENSATION

During the first quarters of 2008 and 2007, the Company issued options to purchase approximately 3.5 million and 2[3ang#ion
respectively, of common stock with fair values of $4.15 and $8.43, tasggcper option. Options issued during the first quarters of
2008 and 2007 are scheduled to vest in Febr2@tyt and Februarg010, respectively. Total compensation expense for stock options
was $4 million ($3 million net of tax benefit) and $15 miflig$10 million net of tax benefit), respectively, for the three months ended
June30, 2008 and 2007. Total compensation expense for stock options was $9 million ($6 million net of tax benefit) and 21 millio
($14 million net of tax benefit), respectivefgr the six months ended JuB@, 2008 and 2007. The Company also wrote off deferred
tax assets of $2 million and $1 million, respectively, during the three months ende3D,J2068 and 2007, and $5 million and $2
million, respectively, during the sixanths ended Jur0, 2008 and 2007, related to certain stock options that expired or were
exercised in those periods.

As of June30, 2008, options to purchase 25 million shares of common stock were outstanding with a vesigtagd exercise price
of $26 per share, of which options to purchase 17 million shares were exercisable with a waighteg exercise price of $27 per
share. At Decembé¥l, 2007, options to purchase 28 million shares of common stock were outstanding with a vesighagd
exerdse price of $28 per share, of which 22 million shares were exercisable with a wedghtade exercise price of $29 per share.

During the first quarters of 2008 and 2007, the Company issued approximately 9.9 million and 8.2 million restrictedtstock uni
respectively, with weightedverage fair values of $18.25 and $25.51, respectively, per unit. Approximately 4 million of the restricted
stock units issued in 2008 are performabased awards that will vest in 2011, and approximately 6 million areviasting awards

that will vest ratably through 2011. Regularly scheduled vesting will occur in Fet®0aéyfor substantially all restricted stock units
issued during the first quarter of 2007. Total compensation expense for restricted stock units wil3$22 million net of tax)

and $36 million ($23 million net of tax), respectively, for the three months ende®0u#e08 and 2007. Total compensation

expense for restricted stock units was $66 million ($43 million net of tax) and $61 milliom{héd net of tax), respectively, for

the six months ended JuB®8, 2008 and 2007.

NOTE 10: SEGMENT INFORMATION

Following is a summary of certain financial information by reportable segment as of and for the three and six monthees3@ied Ju
2008and 2007 (in millions):

Three Months Ended June 30,

2008 2007

Operating Operating

Income Income

Revenues (Loss) Revenues (Loss)
Americas $ 2,48t $ 337 $ 2631 $ 382
EMEA 1,88i 298 1,82¢ 272
Asia Pacific 58¢ 65 52¢ 30
U.S. Government 657 13€ 62C 131
Other — (24€) 3 (265)
Total Outsourcing 5,617 58t 5,617 55C
All other 6 (309) (16¢) (31€)
Total $ 562 $ 281 $ 5,44¢ $ 234

Six Months Ended June30,
2008 2007

Operating Operating

Income Income

Revenues (Loss) Revenues (Loss)
Americas $ 4931 $ 60¢ $ 531t $ 781
EMEA 3,617 47E 3,45¢ 47C
Asia Pacific 1,11¢ 11C 1,015 68
U.S. Government 1,311 237 1,24: 257
Other — (482) 5 (521)
Total Outsourcing 10,97¢ 94¢ 11,03¢ 1,05¢
All other 1C (570) (36€) (55€)
Total $ 10,98¢ $ 37¢ $ 10,67 $ 49¢
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Segment information for ned.S. operations is measured using fixed currency exchange rates in all periods preser@edgarey
adjusts its fixed currency exchange rates if and when the statutory rate differs significantly from the fixed ratealighéttertwo

rates. Prior period segment information has been restated to reflect a change in the fixed exchangentatasnofU.S. currencies

and other segment attribute changes in 2008."®tieel’ outsourcing category includes general and administrative support costs that
are not allocated to the Compasyperating segments for management reporting purpose$all béhef’ category is primarily
comprised of corporate expenses, including stueéed compensation, and also includes differences between fixed and actual
exchange rates. Revenues for the Asia Pacific segment include MphasiS intersegment revenuesilibfEiwl $50 million,
respectively, for the three months ended BMe2008 and 2007, and $166 million and $87 million, respectively, for the six months
ended Jun80, 2008 and 2007.

NOTE 11: RETIREMENT PLANS

Following is a summary of the companis of net periodic benefit cost recognized in earnings for the three and six months ended
June30, 2008 and 2007 (in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Service cost $ 8¢ $ 94 $ 17¢  $ 18¢
Interest cost 152 131 304 261
Expected return on plan assets (200 (172 (400 (340
Amortization of transition obligation — — 1 1
Amortization of priorservice cost (9) (20 (18 (29
Amortization of net actuarial loss 2 6 3 14
Net periodic benefit cost $ 34 $ 49 $ 68 $ 10E

The Company currently plans to contribute approximately $140 million to its pension plans worldwide duaingefs@008,
including discretionary and statutory contributions, of which approximately $73 million was contributed during the sixemadedhs
June30, 2008.

NOTE 12: TAXES

The Companis effective income tax rates on income from continuing ope&sticere 40% and 29% for the three months ended
June30, 2008 and 2007, respectively. The Compsamffective income tax rates on income from continuing operations were 40% and
33% for the six months ended JWB& 2008 and 2007, respectively. The effectaserates in 2008 were impacted by the expiration of
the U.S. research and development credit which had a negative impact on earnings of approximately $0.01 per shaesfor the thr
months ended Jurg®, 2008 and $0.02 per share for the six months endeB0u2008. The effective tax rates in 2007 were

impacted by Texas tax legislation which will permit the recovery of $13 million of deferred tax assets that were wiittepodr

year.

Unrecognized tax benefits decreased by $29 million durin§ir8ténalf of 2008, and the Company anticipates settling approximately
$33 million of liabilities over the next 12 months. These reductions are primarily related to various U.S. tax retuims)ist that

are not significantly different from the amouwotarently accrued. In addition, due to the ongoing nature of current examinations in
various jurisdictions, other changes could occur in the amount of gross unrecognized tax benefits during the next 1Biatonths w
cannot be estimated at this time.

NOTE 13: COMMITMENTS AND CONTINGENCIES

In connection with certain service contracts, the Company may arrange a client supported financing trdrG&étivhwith a client

and an independent thigghrty financial institution or its designee, or a secutiiwatransaction where the Company sells certain
financial assets resulting from the related service contract. Under CSFT arrangements, the financial institution firaumckasbe

of certain ITrelated assets and simultaneously leases those asagds farconnection with the service contract. Under securitization
transactions, the Company purchases capital assets and sells certain financial assets resulting from the relatedaetrtica cont
trust. As of Jun&0, 2008, an aggregate of $47 millioatstanding under CSFTs and $140 million of securitized financial assets were
yet to be paid by the Compdsyclients (see Note 7). The Company believes it is in compliance with performance obligations under
all service contracts for which there is a tethCSFT or securitization and the ultimate liability, if any, incurred in connection with
such financings will not have a material adverse affect on its consolidated results of operations or financial position.
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In the normal course of business, the Company may provide certain clients, principally governmental entities, with financial
performance guarantees, which are generally backed by standby letters of credit or surety bonds. In general, the Codhpalyy woul
be liable for the amounts of these guarantees in the event that nonperformance by the Company permits terminatiotedf the rela
contract by the Compakgclient, which the Company believes is remote. At Bihe€2008, the Company had $698 million of
outdanding standby letters of credit and surety bonds relating to these performance guarantees. The Company believes it is in
compliance with its performance obligations under all service contracts for which there is a financial performance quatdahéee,
ultimate liability, if any, incurred in connection with these guarantees will not have a material adverse affect onlisizzhsesults

of operations or financial position. In addition, the Company had $3 million of other financial guaranteesliogtsiaiune0, 2008
relating to indebtedness of others.

Pending Litigation and Proceedings

On Decembell9, 2003, Sky Subscribers Services Limitt8FSL”) and British Sky Broadcasting Limiteti§SkyB”), a former client

of the Company, served a drpfeading seeking redress for the Comparafleged failure to perform pursuant to a contract between
the parties. Under applicable legal procedures, the Company responded to the allegations. Despite the responsd, o2 @Qiust
SSSL and BSkyB issuedhd served upon the Company a pleading alleging the following damages, each presented as an alternative
cause of action: (Ijre-contract deceit in 2000 in the amounB820 million (approximately $640 million); (Pre-contract negligent
misrepresentatiom 2000 in the amount @&f127 million (approximately $250 million); (R)eceit inducing the Letter of Agreement in
July 2001 in the amount d261 million (approximately $520 million); (4)egligent misrepresentation inducing the Letter of
Agreement in Jiy 2001 in the amount d&116 million (approximately $230 million); and (Bjeach of contract from 2000 through

2002 in the amount @101 million (approximately $200 million). On Novembk2, 2004, the Company filed its defense and
counterclaim denyindhe claims and seeking damages in the amoud.@f million (approximately $9.4 million). On Decemti,

2005, SSSL and BSkyB filed a Renended Particulars of Claim alleging the following damages, still as alternative causes of action:
(1) pre-contract @ceit in the amount d&480 million (approximately $960 million); (Pre-contract negligent misrepresentation and
negligent misstatement in the amoun£480 million (approximately $960 million); (3)eceit inducing the Letter of Agreement and
negligentmisrepresentation inducing the Letter of Agreemeddfs million (approximately $830 million); and (Bjeach of

contract in the amount &L79 million (approximately $360 million). The principal stated reason for the increases in amount of
damages wadat the claimants had taken the opportunity tagsess their alleged lost profits and increased costs to deliver the
project in light of the extended timetable they then required to complete delivery of the project that was the subjemttodthe
Claimants said then that they would furthefassess these alleged losses prior to trial. In 206017, the claimants served on EDS in
draft further amendments to the Particulars of Claim, and the Court conditionally granted claimants request to amlmchants

have increased the damages claim still further, as followgré€lgontract deceit, negligent misrepresentation and negligent
misstatement in the sum £711.4 million (approximately $1.4 billion); (2)eceit, negligent misrepresentation aedligent
misstatement inducing the Letter of Agreement in the suf/582.9 million (approximately $1.2 billion); and (B)each of contract in

the amount 0£160.3 million (approximately $320 million). These heads of claim are still pleaded in thetaleriide principal

stated reason for the increases in the amount of damages is that the claimants say theashasseaa their alleged losses in the light
of expert witness evidence. Weeks later, and immediately prior to a hearing abM307, thelaimants made further revisions to

the quantum of their damages claims, as followsp(&xontract deceit, negligent misrepresentation and negligent misstatement in
the sum 0£709.3 million (approximately $1.4 billion); (2eceit, negligent misrepregation and negligent misstatement inducing

the Letter of Agreement in the sum#H23 million (approximately $1.0 billion); and (Byeach of contract remained unchanged in the
amount of£160.3 million (approximately $320 million). These heads of claienstitl pleaded in the alternative. The stated reason for
the revisions of the damages claims ingjl (2)above is that the claimants made arithmetical errors in the preceding amendments a
few weeks earlier. A hearing was held on My 2007 at whichhe court granted claimants leave to amend their pleaded case.
BSkyB has since made further amendments to points of detail in the particulars of claim, however the pleaded quantaimof the ¢
remains unchanged. The dispute surrounds a contract the Coamgargd into with BSkyB in Novemb&6000, which was

terminated by the Company in Janudf03 for BSkyBs failure to pay its invoices. The contract had an initial total contract value of
approximatelye48 million which rose to just ovei60 million duringthe term of the contract. The Company intends to defend against
these allegations vigorously. The trial for this matter commenced in O&@68&rand concluded on Ju89, 2008. Although there can

be no assurance as to the outcome of this matter, the @grdpas not believe it will have a material adverse impact on its
consolidated results or financial position.

There are other various claims and pending actions against the Company arising in the ordinary course of its businegsh€sstai
actionsseek damages in significant amounts. The amount of the Cohsdajlity for such claims and pending actions at J8he
2008 was not determinable. However, in the opinion of management, the ultimate liability, if any, resulting from su@andlaims
pendng actions will not have a material adverse affect on the Compaoysolidated results of operations or financial position.
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NOTE 14: DISCONTINUED OPERATIONS

Following is a summary of income (loss) from discontinued operations for tleeahdesix months ended JWB®@ 2008 and 2007 (in
millions):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Revenues $ —  $ 1% —  $ 1

Costs and expenses 1 13 1 2C

Operating loss Q) 12 D (19

Gain (loss), net 2 (5) 1 —
Income (loss) from discontinued operations befc

income taxes 1 (17) — 19

Provision (benefit) for income taxes — 11 — 12
Income (loss) from discontinued operations, net

income taxes $ 1 $ 6 $ — % @
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EXHIBIT 99.2
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Diectors
Electronic Data Systems Corporation:

We have audited the accompanying consolidated balance sheets of Electronic Data Systems Corporation and subsidiaries as of
DecembeB1, 2007 and 2006, and the telh consolidated statements of income, shareholdgtsty and comprehensive income

(loss), and cash flows for each of the years in the theae period ended Decemigsk, 2007. In connection with our audits of the
consolidated financial statements, wavé also audited the related financial statement schedule. These consolidated financial
statements and financial statement schedule are the responsibility of the Canmpangigement. Our responsibility is to express an
opinion on these consolidated finglcstatements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (Unitedd@ates). Th
standards require that we plan and perform the audlbtimin reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosneaxialthe f
statements. An audit also includes assgstia accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis fonour opinio

In our opinion, the consolidated &incial statements referred to above present fairly, in all material respects, the financial position of
Electronic Data Systems Corporation and subsidiaries as of Dec8i#0907 and 2006, and the results of their operations and their
cash flows for eacbf the years in the thregear period ended Decemt&t, 2007, in conformity with U.S. generally accepted
accounting principles. Also in our opinion, the related financial statement schedule, when considered in relation ¢o the basi
consolidated financiadtatements taken as a whole, presents fairly, in all material respects, the information set forth therein.

As discussed in Noté to the consolidated financial statements, during 2007, the Company adopted Financial Standards Board
Interpretation No48, Accounting for Uncertainty in Income Taxeduring 2006, the Company adopted Statement of Financial
Accounting Standards (SFAS) NI68, Employer§Accounting for Defined Benefit Pension and Other Post Retirement Pkms
Amendment of FASB Statemeits 87, 88, 106, and 132Rand, during 2005, the Company adopted SFAS1I®8R, Share Based
Payment

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Electronic Data Systems Guoration and subsidiariegternal control over financial reporting as of Decentier2007, based on
criteria established inInternal Controli Integrated Frameworkissued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSQGind our report dated Februd&y, 2008, expressed an unqualified opinion on the effectiveness of the
Companys internal control over financial reporting.

KPMG LLP
Dallas, Texas
February27, 2008




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNT ING FIRM

The Board of Directors
Electronic Data Systems Corporation:

We have audited Electronic Data Systems Corporation and subsidfgre&@SCompany) internal control over financial reporting as
of Decembef31, 2007, based on criteria establishedlimternal Controli Integrated Frameworissued by the Committee of
Sponsoring Organizations of the Treadway Commissi@®SC ). The Companys management is responsible for maintaining
effective internal contrabver financial reporting and for its assessment of the effectiveness of internal control over financial
reporting. Our responsibility is to express an opinion on the Compamtgrnal control over financial reporting based on our audit.

We conducted ouaudit in accordance with the standards of the Public Company Accounting Oversight Board Statagsjl Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective intesaat control
financial repeting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design areffeptvatiegs

of internal control based on the assessed risk. Our audit also included performing such other procedures as we coesgdeyeid nec
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A companys internal controbver financial reporting is a process designed to provide reasonable assurance regarding the reliability
financial reporting and the preparation of financial statements for external purposes in accordance with generally ammenited a
principles.A companys internal control over financial reporting includes those policies and procedures fext#it) to the

maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositionsteftfthess
conpany; (2)provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statemen
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are bdinogmade o
accordance with authorizations of management and directors of the company; prodi¢® reasonable assurance regarding

prevention or timely detection of unauthorized acquisition, use, or disposition of the compsssts that could have a mafezffect

on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatemeptsjesisons
of any evaluationof effectiveness to future periods are subject to thethigkcontrols may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control aueidimeporting as of Decembgt,
2007, based on criteria established internal Controli Integrated Frameworkissued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (UnitdteStates),
consolidated balance sheets of Electronic Data Systems Corporation and subsidiaries as of Béceftheand 2006, and the
related consolidated statements of income, sharehbkelgugty and comprehensive income (loss), and cash flows for eaoh yédins
in the threeyear period ended Decemi&t, 2007, and the related financial statement schedule, and our report dated Rruary
2008, expressed an unqualified opinion on those consolidated financial statements and schedule.

KPMG LLP
Dallas, Texas
February27, 2008




ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in millions, except share and per share amounts)

ASSETS

Current assets
Cash and cash equivalents
Marketable securities
Accounts receivable, net
Prepaids and other
Deferred income taxes

Total current assets

Property and equipment, net
Deferred contract costs, net
Investments and other assets
Goodwill
Other intangible assets, net
Deferred income taxes

Total assets

LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities

Accounts payable

Accrued liabilities

Deferred revenue

Income taxes

Current portion of longerm debt

Total current liabilities

Pension benefit liability

Long-term debt, less current portion

Minority interests and other loAgrm liabilities
Commitments and contingencies
Shareholdersequity

Preferred stock, $.01 par value; authorized 200,000,000 shares; none issued
Common stock, $.01 par value; authorized 2,000,000,000 shares; 531,975,655 shares

Decembe1, 2007 and 2006
Additional paidin capital
Retained earnings

Accumulated other comprehensive income (loss)
Treasury stock, at cost, 22,113,129 and 17,658,428 shares at De8&ni®@d7 and 2006,

respectively
Total shareholdetsquity
Total liabilities and shareholdérsquity

See accompanying notes to consolidated financial statements.
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December31,
2007 2006

$ 3,13¢ $ 2,972
55 45
3,60: 3,64
95¢ 86¢€
69( 727
8,44¢ 8,251
2,48¢ 2,17¢
984 807
1,09¢ 63€
5,092 4,36~
92¢ 74¢
18€ 961
$ 19,22: $ 17,95¢
$ 60 $ 677
2,61¢ 2,68¢
1,47: 1,66¢
54 72
16¢€ 127
4,91¢ 5,23¢
98¢ 1,404
3,20¢ 2,96¢
41¢ 45¢
5 5
3,09i 2,97
6,15¢ 5,63(
1,07( (182)
(639) (530)
9,691 7,89¢€
$ 19,22¢ $ 17,95¢




ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(in millions, except per share amounts)

Revenues

Costs and expenses
Cost of revenues
Selling, general and administrative
Other operating (income) expense
Total costs and expenses

Operating income

Interest expense
Interest income and other, net
Other income (expense)

Income from continuing operations before income taxes

Provision for income taxes
Income from continuing operations

Loss from discontinued operations, net of income taxes
Net income

Basic earnings per share of common stock
Income from continuing operations
Loss from discontinued operations
Net income

Diluted earnings per share of common stock
Income from continuing operations
Loss from discontinued operations
Net income

See accompanying notes to consolidated financial statements.
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Years Ended December31,
2007 2006 2005

$ 22,13: $ 21,26¢ $ 19,757
18,93¢ 18,57¢ 17,42

1,91(C 1,85¢ 1,81¢

15€ 15 (26)

21,00: 20,45: 19,21¢

1,132 81¢€ 542

(225) (239 (241)

182 17¢ 13¢€

(43) (60) (109)

1,08¢ 75€ 43¢

36( 257 15¢

72¢ 49¢ 28¢€

(13 (29 (13€)

$ 71€ % 47C  $ 15C
$ 14z $ 0.9¢ $ 0.5t
(0.02) (0.05) (0.26)

$ 14C $ 091 $ 0.2¢
$ 1.37 % 0924 $ 0.54
(0.02) (0.05) (0.26)

$ 138 % 08¢ $ 0.2¢




ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS 6EQUITY AND COMPREHENSIVE INCOME (LOSS)

(in millions)
Accumulated
Other
Common Stock Additional Comprehensive Treasury Stock
Shares Paid-In Retained Income Shares Shareholderd
Issued Amount Capital Earnings (Loss) Held Amount Equity
Balance at Decemb@d, 2004 52Z $ 5 3% 2,43 $ 549. $ (59) 7 $ (431) $ 7,44(
Comprehensive loss:
Net income — — — 15C — — — 15C
Currency translation
adjustment, net of tax
effect of $(75) — — — _ (299) — _ (299
Unrealized losses on
securities, net of tax
effect of $(3), and
reclassification
adjustment . . . . 0 . . o)
Change in minimum
pension liability, net of
tax effect of $(7) — — — — (14) — — (14)
Total comprehensive loss (15¢)
Dividends — — — (108) — — — (10%)
Stock award transactions 3 — 24¢ (16€) — (4) 252 33t
Balance at Decemb@, 2005 52¢  $ 5% 2,682 $ 5371 $ (367) 3 3 (179 $ 7,512
Comprehensive income:
Net income — — — 47C — — _ 47C
Currency translation
adjustment, net of tax
effect of $70 — — — — BikE — _ 312
Unrealized losses on
securities, net of tax
effect of $4, and
reclassification
adjustment _ . . . 4 . . 4
Change in minimum
pension liability, net of
tax effect of $229 _ _ _ _ 434 — — 434
Total comprehensive
income 1,221
Adjustment to initially apply
FASB Statement Nd.58,
net of tax effect of $(255) — — — _ (56€) — _ (56€)
Dividends — — — (104 — — _ (104
Purchase of treasury shares — — — — — 2€ (68%) (689
Stock award transactions 6 — 291 (109) — (11) 33z 51€
Balance at Decembéd, 2006 532 $ 5% 2,97: $ 563( $ (182) 18 $ (530 $ 7,89¢
Comprehensie income:
Net income — — — 71€ — — — 71€
Currency translation
adjustment, net of tax effe
of $135 — — — — 41¢ — — 41¢
Change in funded status of
pension plans, net of tax
effect of $394 — — — — 84z — _ 842
Total comprehensive income 1,96¢
Adjustment to initially apply
FASB Interpretation No48 — — — @7 — — — a7
Dividends — — — (102) — — — (102
Purchase of treasury shares — — — — — 14 (379 (379
Stock award transactions — — 124 (69 — (10 26t 32C
Balance at Decembéd, 2007 53 % 5% 3,097 $ 6,15¢ $ 1,07( 22 $ (639 $ 9,691

See accompanying notes to consolidated financial statements.
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ELECTRONIC DATA SYSTEMS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by opel
activities:

Depreciation and amortization and deferred cost charges
Deferred compensation
Other longlived asset writadowns
Other
Changes in operating assets and liabilities, net of effects of act
companies:
Accounts receivable
Prepaids and other
Deferred contract costs
Accounts payable and accrued liabilities
Deferred revenue
Income taxes
Total adjustments
Net cash provided by operating activities

Cash Flows from Investing Activities

Proceeds from sales of marketable securities

Proceeds from investments and other assets

Net proceeds (payments) from divested assets andnaoketable
equity securities

Net proceeds from real estate sales

Payments for purchases of property and equipment

Payments for investments and other assets

Payments for acquisitions, net of cash acquired, aneéhmarketable
equity securities

Payments for purchases of software and other intangibles

Payments for purchases of marketable securities

Other

Net cash used in investing activities

Cash Flows from Financing Activities

Proceeds from lorterm debt

Payments on lorterm debt

Capital lease payments

Purchase of treasury stock

Employee stock transactions

Dividends paid

Other

Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes to consolidated financial statements.
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Years Ended December31,

2007 2006 2005
$ 716 $ 47¢ 15C
1,441 1,337 1,38¢
154 20¢ 224
14 19 164
69 15 80
327 51 (310)
(191) (15€) 20
(331) (28E) (161)
(95) 31z (207)
(26¢) 194 29¢
20€ (234) (347)
1,32t 1,46° 1,14¢
2,041 1,93: 1,29¢
— 2,79: 1,43¢
67 264 31¢
53 (49) 16C
28 4¢ 17¢
(725) (729) (718)
— (99 (27
(461) (361) (552)
(379) (427) (300)
() (1,514 (1,31))
34 3t 29
(1,386) (33 (797)
13 — 5
17) (219) (560)
(175) (144) (14€)
(391) (667) —
15€ 28t 107
(102) (104) (105)
13 9 21
(504) (834) (681)
16 7 (21)
167 1,07¢ (209)
2,97: 1,89¢ 2,10z
$ 313¢  $ 2,97: 1,89¢




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business

Electronic Data Systems Corporation is a professional services firm that offers its clients a portfolio of related sefdivEew
within the broad categories of IT infrastructure, applications and business process outsourcing services. TlyeaGongpanided
management consulting services through its A.T. Kearney subsidiary which was sold in 2806aisee Note 17). Services include
the design, construction or management of computer networks, information systems, information proces#is#sgpfatibusiness
processes. As used herein, the tetEBS’ and the' Company refer to Electronic Data Systems Corporation and its consolidated
subsidiaries.

Principles of Consolidation

The consolidated financial statements include the accounts of EDS and its controlled subsidiaries. The Company deffiagscontro
nonshared, nostemporary ability to make decisions that enable it to guide the ongoing activities of a subsidiary ilifythe ase

that power to increase the benefits or limit the losses from the activities of that subsidiary. Subsidiaries in whichretiedders
effectively participate in significant operating decisions through voting or contractual rights aomsideced controlled subsidiaries.
The Compan)s investments in entities it does not control, but in which it has the ability to exercise significant influence over
operating and financial policies, are accounted for under the equity method. Under sumdh, thet Company recognizes its share of

the subsidiariésncome (loss) in other income (expense). If the Company is the primary beneficiary of variable interest entities, the
consolidated financial statements include the accounts of such entities.i&\mevarterest entities were consolidated during the

periods presented.

Earnings Per Share

Basic earnings per share of common stock is computed using the wedgbtade number of common shares outstanding during the
period. Diluted earnings per sharecommon stock reflects the incremental increase in common shares outstanding assuming the
exercise of all employee stock options and stock purchase contracts and the issuance of shares in respect of resinitethatock
would have had a dilutiveffect on earnings per share. Contingently convertible debt is excluded from the computation of diluted
earnings per share when the result is antidilutive. If the result is dilutive, net income and waigntepk shares outstanding are
adjusted as if carersion took place on the first day of the reporting period. The effect of the Cormgamgingently convertible debt
was dilutive for the year ended DecemBgr 2007. Accordingly, $19 million of tagffected interest was added to income from
continuingoperations and net income and 20 million shares were added to wedgktedie shares outstanding in the computation of
diluted earnings per share for the year ended Decedih@007.

Following is a reconciliation of the number of shares used in tiselasibn of basic and diluted earnings per share for the years ended
Decembe1,2007, 2006 and 2005 (in millions):

2007 2006 2005

Basic earnings per share of common stock:

Weightedaverage common shares outstanding 512 51¢ 51¢
Effect of dilutive securities (Note 11):

Restricted stock units 6 2 2

Stock options 4 8 5

Convertible debt 2C — —
Diluted earnings per share of common stock:

Weightedaverage common and common equivalent shares outst:

542 52¢ 52€

Securities that were outstanding but were not included in the computation of diluted earnings per share becausewlasir effect
antidilutive are as follows for the years ended DecerBthe007, 2006 and 2005 (in millions):

2007 2006 2005
Common stock options and warrants 13 15 42
Convertible debt — 2C 2C




Accounting Changes

The Company adopted Financial Accounting Standards Board Interpretati¢=N¢’) 48, Accounting for Uncertainty in Income
Taxes an interpretation of FASB Statement NO9, effective Januarg, 2007. See Note 10 for additional information relateithito
new accounting standard.

The Company adopted Statement of Financial Accounting Stand&®@a8%') No. 158, Employer§Accounting for Defined Benefit
Pension and Other Postretirement Plandn Amendment of FASB Statements8¥088, 106, and 132Reffective DecembeBl,

2006. This Statement requires recognition of the funded status of a defined benefit plan in the statement of finaoniabpasiti

asset or liability if the plan is overfunded or underfunded, respectively. Changes in the fiaaiedfsa plan are required to be
recognized in the year in which the changes occur, and reported in comprehensive income as a separate component i stockholde
equity. Further, certain gains and losses that were not previously recognized in thalfstatements are required to be reported in
comprehensive income, and certain disclosure requirements were changed. These changes were effective for fiscal ydtms ending
Decembetl5, 2006, with no retroactive restatement of prior periods. Adoptitliogtandard did not impact the Company

compliance with financial debt covenants.

Following is the incremental impact of applying SFAS W68 on individual line items in the consolidated balance sheet at
DecembeB1, 2006 (in millions):

Before After
Application of Application of

SFAS158 Adjustments SFAS158
Investments and other assets $ 87: $ (236) $ 63¢
Deferred income taxes 70€ 25k 961
Total assets 17,93t 19 17,95¢
Accrued liabilities 2,65: 36 2,68¢
Total current liabilities 5,19¢ 36 5,23¢
Pension benefit liability 85t 54¢ 1,40¢
Accumulated other comprehensive income (loss) 384 (56€) (182
Total shareholder®quity 8,46: (56€) 7,89¢
Total liabilities and shareholdersquity 17,93t 19 17,95¢

SFAS No0.158 also requires companies to measure d pkssets and obligations that determine its funded status as of the end of the
employets fiscal year instead of the Octol3dr early measurement date the Company currently uses. The Company will adopt the
measirement date change in the fourth quarter of 2008. Upon adoption, the Company will recognize a reduction of retained earning
of approximately $22 million, representing net periodic benefit cost for the period from O81gl2808, to Decemb&l, 2008. 1

any curtailments, settlements or other special termination benefit charges are incurred during that period, the ingact will b
recognized in earnings.

Accounts Receivable

Reserves for uncollectible trade receivables are established when collectioowits due from clients is deemed improbable.
Indicators of improbable collection include client bankruptcy, client litigation, industry downturns, client cash flowtiiffjor

ongoing service or billing disputes. Receivables more than 180 daydueaate automatically reserved unless persuasive evidence of
probable collection exists. Accounts receivable are shown net of allowances of $51 million and $71 million at D&tePifgrand
2006, respectively.

Marketable Securities

Marketable secitifes consist of government and agency obligations, corporate debt and corporate equity securities. The Company
classifies all of its debt and marketable equity securities as trading or avé&ilabde. All such investments are recorded at fair

value. anges in net unrealized holding gains (losses) on trading securities are recognized in income, whereas changes in net
unrealized holding gains (losses) on availdblesale securities are reported as a component of accumulated other comprehensive
loss, ret of tax, in shareholdérequity until realized.

Investments in marketable securities are monitored for impairment and written down to fair value with a charge to earnings if
decline in fair value is judged to be other than temporary. The Compasiglemseveral factors to determine whether a decline in

the fair value of an equity security is other than temporary, including the length of time and the extent to whichahe fa&rsvbeen

less than carrying value, the financial condition of thegtee, and the intent and ability of the Company to retain the investment for a
period of time sufficient to allow a recovery in value.







Property and Equipment

Property and equipment are carried at cost. Depreciation of property and equipment is calculated using ttieestnzétinvd over
the shorter of the assetestimated useful life or the term of the lease in the case of leasehold improvements. Thef emtigested
useful lives are as follows:

Years
Buildings 40-50
Facilities 5-20
Computer equipment 35
Other equipment and furniture 5-20

The Company reviews its property and equipment for impairment whenever events or changes in circumstances indicatgthe carryi
values of such assets may not be recoverable. For property and equipment to be held and used, impairment is determined by a
comparison of the carrying value of the asset to the future undiscounted net cash flows expected to be generated by shelasset. If
assets are determined to be impaired, the impairment recognized is the amount by which the carrying value of the dssthis excee
fair value of the assets. Property and equipment to be disposed of by sale is carried at the lower of then curreralcaroyirfigirn

value less cost to sell.

Investments and Other Assets

Investments in noimarketable equity securities are monitored for impairment and written down to fair value with a charge to earning
if a decline in fair value is judged to be other than temporary. The fair values-ofiarietable equity securities aretermined based

on quoted market prices. If quoted market prices are not available, fair values are estimated basealu@atianad numerous

indicators including, but not limited to, offering prices of recent issuances of the same or similar etjuityeints, quoted market

prices for similar companies and comparisons of recent financial information, operating plans, budgets, market studigs and cl
information to the information used to support the init@luationof the investment. The Companynsiders several factors to

determine whether a decline in the fair value of amamketable equity security is other than temporary, including the length of time
and the extent to which the fair value has been less than carrying value, the financtadrcohttie investee, and the intent and

ability of the Company to retain the investment for a period of time sufficient to allow a recovery in value.

Goodwill and Other Intangibles

The cost of acquired companies is allocated to the assets acquilebditids assumed based on estimated fair values at the date of
acquisition. Costs allocated to identifiable intangible assets with finite lives, other than purchased software, ayeageosizdid on

a straightline basis over the remaining estinthteseful lives of the assets, as determined by underlying contract terms or appraisals.
Such lives range from one to 14 years. Identifiable intangible assets with indefinite useful lives are not amortizead tested for
impairment annually, or morfeequently if events or changes in circumstances indicate that the asset might be impaired. Intangible
assets with indefinite useful lives are impaired when the carrying value of the asset exceeds their fair value.

The excess of the cost of acquired pamies over the net amounts assigned to assets acquired and liabilities assumed is recorded as
goodwill. Goodwill is not amortized but instead tested for impairment at least annually. The first step of the impairisemnt tes
comparison of the fair valugf a reporting unit to its carrying value. Reporting units are the geographic components of its reportable
segments that share similar economic characteristics. The fair value of a reporting unit is estimated using thésGuojpatigns

of discountedditure operating cash flows of the unit. Goodwill allocated to a reporting unit whose fair value is equal to or greater tha
its carrying value is not impaired and no further testing is required. A reporting unit whose fair value is less thgimgs/ahre

requires a second step to determine whether the goodwill allocated to the unit is impaired. The second step of thengaodwveiiti

test is a comparison of the implied fair value of a reportingsigiodwill to its carrying value. The implied fa@alue of a reporting

unit's goodwill is determined by allocating the fair value of the entire reporting unit to the assets and liabilities of, hatudiitg

any unrecognized intangible assets, based on fair value. The excess of the fair vaentifelmeporting unit over the amounts

allocated to the identifiable assets and liabilities of the unit is the implied fair value of the reportingoodwill. Goodwill of a

reporting unit is impaired when its carrying value exceeds its impliegtdhie. Impaired goodwill is written down to its implied fair

value with a charge to expense in the period the impairment is identified. As this impairment test is based on thesCompany
assessment of the fair value of its reporting units, future changfessi estimates could also cause an impairment of a portion of the
Companys goodwill balance.

The Company conducts an annual impairment test for goodwill as of Dec&tniéle Company determines the timing and
frequency of additional goodwill impairemt tests based on an ongoing assessment of events and circumstances that would more the
likely reduce the fair value of a reporting unit below its carrying value. Events or circumstances that might requice the nee
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for more frequent tests ihale, but are not limited to: the loss of a number of significant clients, the identification of other impaired
assets within a reporting unit, the disposition of a significant portion of a reporting unit, or a significant adversandhasigess

climate or regulations. The Company also considers the amount by which the fair value of a particular reporting unit exceeded its
carrying value in the most recent goodwill impairment test to determine whether more frequent tests are necessary.

Purchased ordensed software not subject to a subscription agreement is capitalized and amortized on-arerbigtis, generally

over two to five years. Costs of developing and maintaining software systems incurred primarily in connection with tiets$ con
areconsidered contract costs. Purchased software and certain development costs for computer software sold, leased or otherwise
marketed as a separate product or as part of a product or process are capitalized and amortized chyapamiwttbasis over

their remaining estimated useful lives at the greater of striighbr the ratio that current gross revenues for a product bear to the
total of current and anticipated future gross revenues for that product. The estimated useful lives of softwase@hmisald,

leased or otherwise marketed are generally three years or less. Software development costs incurred to meet theittempany
needs are capitalized and amortized on a striiighbasis over three to five years. Software under sultiseriprrangements,

whereby the software provider makes available current software products as well as products developed or acquirededariof) the
the arrangement, are executory contracts and expensed ratably over the subscription term.

Sales of Firancial Assets

The Company accounts for the sale of financial assets when control over the financial asset is relinquished. In niwst cases, t
Company sold lease receivables to a legally isolated securitization trust. If a trust is not used, theezaeévabld to an
independent substantive financial institution. None of these transactions resulted in any significant gain or loss@assetior
servicing liability.

Revenue Recognition and Deferred Contract Costs

The Company provides IT and business process outsourcing services unemrdimaterial, uniprice and fixeeprice contracts,

which may extend up to 10 or more years. Services provided over the term of these arrangements may include one or more of the
following: IT infrastructure support and management; IT system and software maintenance; application hosting; the design,
development, and/or construction of software and systé@mnétruct Service; transaction processing; business process

management antbnsulting services.

If a contract involves the provision of a single element, revenue is generally recognized when the product or senvaedisupdov

the amount earned is not contingent upon any future event. If the service is provided eveglthdurontract term but service

billings are irregular, revenue is recognized on a strdightbasis over the contract term. However, if the single service is a Construct
Service, revenue is recognized under the percerttigempletion method usually ing a zereprofit methodology. Under this

method, costs are deferred until contractual milestones are met, at which time the milestone billing is recognized asdenenue
amount of deferred costs is recognized as expense so that cumulative profizequalf the milestone billing exceeds deferred costs,
then the excess is recorded as deferred revenue. When the Construct Service is completed and the final milestone met, all
unrecognized costs, milestone billings, and profit are recognized in file Hontract does not contain contractual milestones, costs
are expensed as incurred and revenue is recognized in an amount equal to costs incurred until completion of the Goostraict Ser
which time any profit would be recognized in full. If totalsts are estimated to exceed revenue for the Construct Service, then a
provision for the estimated loss is made in the period in which the loss first becomes apparent.

If a contract involves the provision of multiple service elements, total estimatedataevenue is allocated to each element based on
the relative fair value of each element. The amount of revenue allocated to each element is limited to the amountthatng et

upon the delivery of another element in the future. Revenue ise¢hegnized for each element as described above for stegieent
contracts, except revenue recognized on a stréiighbasis for a noiConstruct Service will not exceed amounts currently billable
unless the excess revenue is recoverable from the gpentany contract termination event. If the amount of revenue allocated to a
Construct Service is less than its relative fair value, costs to deliver such service equal to the difference betweeneslboast and

the relative fair value are deferreddeamortized over the contract term. If total Construct Service costs are estimated to exceed the
relative fair value for the Construct Service contained in a muléif@ment arrangement, then a provision for the estimated loss is
made in the period in vith the loss first becomes apparent. If fair value is not determinable for all elements, the contract is treated a
one accounting unit and revenue is recognized using the proportional performance method.

The Company also defers and subsequently amsttizgain setip costs related to activities that enable the provision of contracted
services to the client. Such activities include the relocation of transitioned employees, the migration of client spstemssess, and
the exit of client facilities equired upon entering into the client contract. Deferred contract costs, including cetts, are amortized
on a straightine basis over the remaining original contract term unless billing patterns indicate a more
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accelerated method is appriate. The recoverability of deferred contract costs associated with a particular contract is analyzed on a
periodic basis using the undiscounted estimated cash flows of the whole contract over its remaining contract term. If such
undiscounted cash flaare insufficient to recover the lotiged assets and deferred contract costs, including contract concessions
paid to the client, the deferred contract costs and contract concessions are written down by the amount of the casikrfloyy defi

cash fow deficiency remains after reducing the balance of the deferred contract costs and contract concessions to zeroirany remair
long-lived assets are evaluated for impairment. Any such impairment recognized would equal the amount by which the caerying val
of the longlived assets exceeds the fair value of those assets.

The Companys software licensing arrangements typically include multiple elements, such as software productsit gt

customer support, consulting and training. The aggregategamamnt fee is allocated to each of the undelivered elements in an
amount equal to its fair value, with the residual of the arrangement fee allocated to the delivered elements. Fairbasedsupaen
vendorspecific objective evidence. Fees allocateddoh software element of the arrangement are recognized as revenue when the
following criteria have been met: a) a written contract for the license of software has been executed, b) the Compamydththdel
product to the customer, c) the licenseifefixed or determinable, and d) collectibility of the resulting receivable is deemed probable.
If evidence of fair value of the undelivered elements of the arrangement does not exist, all revenue from the arradgéenest is

until such time evidencef fair value does exist, or until all elements of the arrangement are delivered. Fees allocatedaotizast
customer support are recognized as revenue ratably over the support period. Fees allocated to other services aresresogmized a
as theservice is performed.

Deferred revenue of $1,473 million and $1,669 million at Dece®bg2007 and 2006, respectively, represented billings in excess of
amounts earned on certain contracts.

Stock-Based Compensation

The Company estimates the failu@of stock options using a Bla@cholesMerton pricing model. The outstanding term of an

option is estimated using a simplified method, which is the average of the vesting term and contractual term of thepmutied. E
volatility during the estimatedutstanding term of the option is based on historical volatility during a period equivalent to the
estimated outstanding term of the option and implied volatility as determined based on observed market prices of thesCompany
publicly traded options. Expéed dividends during the estimated outstanding term of the option are based on recent dividend activity.
Risk-free interest rates are based on the U.S. Treasury yield in effect at the time of the grant. The Company estimatelu¢heffair v
restricted ®ock units based on the market value of its stock on the date of grant, adjusted for any restrictive provisions affecting fai
value, such as required holding periods after the date of vesting. Compensation expenseliasstgrayment is charged to

opeaations over the vesting period of the award, and includes an estimate for the number of awards expected to vest. The initial
estimate is based on historical results, and compensation expense is adjusted for actual results. If vesting of theraltiartet

upon the achievement of performance goals, compensation expense during the performance period is estimated using the most
probable outcome of the performance goals, and adjusted as the expected outcome changes.

Currency Translation

Assets and liabilities of neb.S. subsidiaries whose functional currency is not the U.S. dollar are translated at current exchange rate
Revenue and expense accounts are translated using an average rate for the period. Translation gains andlecsesiarthee
accumulated other comprehensive loss component of shareh@deity net of income taxes. Cumulative currency translation
adjustment gains included in shareholdexpuity were $912 million, $502 million and $189 million at Decen8fr2®7, 2006 and

2005, respectively. Net currency transaction gains (losses) are reflected in other income (expense) in the consotiteiezicftate
income and were $(18) million, $(18) million and $6 million, respectively, for the years ended De@dy#Y7, 2006 and 2005.

Financial Instruments and Risk Management

Following is a summary of the carrying amounts and fair values of the Consgigwificant financial instruments at DecemBgr
2007 and 2006 (in millions):

2007 2006
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Available-for-sale marketable securities (Note 2 ¢ 55 $ 55 $ 45 $ 45
Investments in securities, joint ventures and
partnerships, excluding equity method
investments (Note 5) 11 11 10 10
Long-term debt (Note 8) (3,379) (3,370 (3,099 (3,196
Foreign currency forward contracts, net asset 26 26 28 29

Interest rate swap agreements, net liability (22) (22 (97) (97)
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Current marketable securities are carried at their estimated fair value based on current market quotes. The fair xalnes of ce
long-term investments are estimated based on quoted market prices for these or similar investments. For other invegingents, va
methods are used to estimate fair value, including exteahadtiors and discounted cash flows. The fair value of {@1gn debt is
estimated based on the quoted market prices for the same or similar issues or based on the current ratebei@oeghsmy for
instruments with similar terms, degree of risk and remaining maturities. The fair value of foreign currency forwardestidateer
swap contracts represents the estimated amount required to settle the contracts using current magesbexaegest rates. The
carrying values of other financial instruments, such as cash equivalents, accounts and notes receivable, and accaunts payable
approximate their fair value.

The Company makes investments, receives revenues and incurs expenaryg countries and has exposure to market risks arising
from changes in interest rates, foreign exchange rates and equity prices. The Cembiityto sell these investments may be
constrained by market or other factors. Derivative financial instntsrere used to hedge against these risks by creating offsetting
market positions. The Company does not hold or issue derivative financial instruments for trading purposes.

The notional amounts of derivative contracts, summaitisdow as part of the description of the instruments utilized, do not
necessarily represent the amounts exchanged by the parties and thus are not necessarily a measure of the exposu@ngf the Comp
resulting from its use of derivatives. The amounts exgédrby the parties are normally calculated on the basis of the notional
amounts and the other terms of the derivatives.

Foreign Currency Risk

The Company has significant international sales and purchase transactions in foreign currencies. The Gtergarmy éreign

currency forward contracts and may enter into currency options with durations of generally less than 30 days to hedge such
transactions. These derivative instruments are employed to eliminate or minimize certain foreign currencyseakpbsarebe

confidently identified and quantified. Generally, these instruments are not designated as hedges for accounting pughesegsand

in the fair value of these instruments are recognized immediately in other income (expense). The 'Ganmpangy hedging

activities are focused on exchange rate movements, primarily in Canada, Mexico, the United Kingdom, Western European countrie
that use the euro as a common currency, Australia, India, Israel and Switzerland. At D&¥rab87 and 2008he Company had

forward exchange contracts to purchase various foreign currencies in the amount of $2.6 billion and $1.9 billion, nesped tivel

sell various foreign currencies in the amount of $0.9 billion and $1.0 billion, respectively.

InterestRate Risk

The Company enters into interest rate swap agreements that converafxéustruments to variablate instruments to manage
interest rate risk. The derivative financial instruments are designated and documented as fair value hedysspéivtnef the
contract. Changes in fair value of derivative financial instruments are recognized in earnings as an offset to changdgdrofahe
underlying exposure which are also recognized in other income (expense). The impact on eamirggfjoizing the fair value of
these instruments depends on their intended use, their hedge designation, and their effectiveness in offsetting tigeedpdetlyen
they are designed to hedge.

The Company had interest rate swap fair value hedgesndisg in the notional amount of $1.8 billion in connection with its
long-term notes payable at DecemBédr, 2007 and 2006 (see Note 8). Under the swaps, the Company receives fixed rates ranging
from 6.0% to 7.125% and pays floating rates tied to the Lotaerbank Offering Rate' [LIBOR”). The weighteehverage floating

rates were 7.25% and 7.64% at Decen3igr2007 and 2006, respectively. At Decenmikr2007 and 2006, respectively, the

Company had $700 million of swaps and related debt which contdieezhne critical terms. Accordingly, no gain or loss relating to
the change in fair value of the swap and related hedged item was recognized in earnings. At (BHcet@b@&rand 2006, $1.1 billion

of the interest rate swaps contained different termstti@related underlying debt. Accordingly, the Company recognized in earnings
the change in fair value of the interest rate swap and underlying debt which amounted to gains (losses) of $(9.4) ®al®n and
million during 2007 and 2006, respectively. Sggtins (losses) are included in other income (expense) in the accompanying
consolidated statements of income.

Comprehensive Income (Loss) and Shareholded&quity

Comprehensive income (loss) includes all changes in equity during a period, exceptshtisey from investments by and
distributions to owners. For the years ended Dece®be2006 and 2005, reclassifications from accumulated other comprehensive
loss to net income of net gains (losses) recognized on marketable security transactiog)weles and $(3)million, net of the
related tax expense (benefit) of $(dillion and $(1)million, respectively. There were no such reclassifications for the year ended
Decembel, 2007.
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Following is a summary of changes within eaclssification of accumulated other comprehensive loss for the years ended
Decembe31, 2007 and 2006 (in millions):

Accumulated

Unrealized Defined Other
Cumulative Gains Benefit Comprehensive

Translation (Losses)n Pension Income

Adjustments Securities Plans (Loss)
Balance at Decemb@il, 2005 $ 18¢ $ 4 $ (552) $ (367)
Change 318 4 (132) 18¢
Balance at Decemb@, 2006 502 — (684) (182)
Change 41( — 84z 1,252
Balance at Decembe&i, 2007 $ 91: $ — 3 15¢ $ 1,07¢

In connection with its employee stock incentive plans, the Company issued 9.7 million, 11.4 million eniltichShares of treasury
stock at a cost of $265 million, $332 million and $252 million during 2007, 2006 and 2005, respectively. The differeraethetwe
cost and fair value at the date of issuance of such shares has been recognized as a chargd &areings of $69 million, $107
million and $166 million in the consolidated statements of shareholkelguty and comprehensive income (loss) during 2007, 2006
and 2005, respectively.

On Decembed, 2007, the Company announced that its Board afdbirs had authorized the Company to repurchase up to $1 billion
of its outstanding common stock over the next 18 months in open market purchases or privately negotiated transactiomzgijhe Co
repurchased 2.7 million shares in the open market at @t$5% million, before commissions, during the year ended Deceddher
2007 in connection with this share repurchase authorization.

On February1, 2006, the Company announced that its Board of Directors had authorized the Company to repurchadgllignto $1

of its outstanding common stock over the next 18 months in open market purchases or privately negotiated transactieasioim con
with the share repurchase authorization, on Febr2@r2006, the Company entered into a $400 million acceleshtw® repurchase
agreement with a financial institution pursuant to which the Company repurchased 15.3 million shares of common stqaenin the o
market during the repurchase period which ended on3ag006. The final amount paid under the arrangemast$26.16 per

share, excluding fees and commissions. The Company also repurchased 10.9 million shares in the open market at a cost of $283
million, before commissions, during the year ended DeceBibe2006. In April2007, the Company completed the $1lidnil share
repurchase program announced in Febr@@g6. The Company purchased an aggregate of 37.6 million shares of common stock at a
cost of $1 billion (excluding transaction costs) under this program.

During 2006, cumulative translation adjustmesitapproximately $40 million were transferred from accumulated other
comprehensive loss to net income due to the divestitures of certald. Bomvestments (see Notes 17 and 19).

Income Taxes

The Company provides for deferred taxes under the assdihility method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement carrying amounts of existing iab#étesand |

and their respective tax bases. Defeteedassets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be reversed. The deferral method is useébto account
investment tax credit¥/aluationallowances are recorded to reduce deferred tax assets to an amount whose realization is more likely
than not. In determining the recognition of uncertain tax positions, the Company applieslkehpthannot recognition threshold

and determines the maaement of uncertain tax positions considering the amounts and probabilities of the outcomes that could be
realized upon ultimate settlement with taxing authorities. Income taxes payable are classified in the accompanyingecbnsolidat
balance sheets based their estimated payment date.

Statements of Cash Flows

The Company considers the following asset classes with original maturities of three months or less to be cash ecgiitifitetés
of deposit, commercial paper, repurchase agreements and money market funds.
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Use of Estimates

The preparation of the consolidated financial statements in conformity with generally accepted accounting principlestadthe U
Staes requires management to make estimates, judgments and assumptions that affect the reported amounts of assets and liabiliti
and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the rejstefi amo
revenues and expenses during the reporting period. Because of the use of estimates inherent in the financial repsrtaguabces
results could differ from those estimates. Areas in which significant judgments and estimates are used inahedegtlirhited to,

cost estimation for Construct Service elements, projected cash flows associated with recoverability of deferred cantractreast
concessions and lodiyed assets, liabilities associated with pensions and performance guaragteirspbles collectibility, and loss
accruals for litigation, exclusive of legal fees which are expensed as services are received. It is reasonably pesshts trat
circumstances could occur in the near term that would cause such estimateg¢oicldamanner that would be material to the
consolidated financial statements.

Concentration of Credit Risk

Accounts receivable, net, from General MotdiGNI") and its affiliates totaled $511 million and $342 million as of Decergber

2007 and 200&espectively. In addition, the Company has several large contracts with major U.S. and foreign corporations, each of
which may result in the Company carrying a receivable balance between $50 million and $300 million at any point in tiffrOthe
operaing receivables from GM and aforementioned contracts, concentrations of credit risk with respect to accounts receivable are
generally limited due to the large number of clients forming the Compatignt base and their dispersion across different iridastr

and geographic areas.

The Company is exposed to credit risk in the event of nonperformance by counterparties to derivative contracts. Beoaysathe C
deals only with major commercial banks with higiality credit ratings, the Company believes tisk of nonperformance by any of
these counterparties is remote.

NOTE 2: MARKETABLE SECURITIES

Following is a summary of current availalfte-sale marketable securities at Decenfer2007 and 2006 (in millions):

2007
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Equity securities $ 54 $ 2 3 Q) $ 55
Total current availablkéor-sale securities $ 54 $ 2 % 1) $ 55
2006
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Equity securities $ 45 $ 19 @ $ 45
Total current availablor-sale securities $ 45 $ 1% 1) $ 45

Following is a summary of sales of availaifite-sale securities for the years ended DecerBtheP007, 2006 and 2005 (in millions).
Specific identification was used to determine cost in computing realized gain or loss.

2007 2006 2005
Proceeddrom sales $ — % 2,79 $ 1,43¢
Gross realized gains — 1C 1
Gross realized losses — (22 (8)
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NOTE 3: PROPERTY AND EQUIPMENT

Following is a summary of property and equipment, net, at Dece3db@007 and 2006 (in millions):

2007 2006
Land $ 60 $ 89
Buildings and facilities 1,75¢ 1,46(
Computer equipment 4,93( 4,58¢
Other equipment and furniture 44¢ 42¢

Subtotal 7,19¢ 6,564
Less accumulated depreciation (4,709 (4,385)

Total $ 2,48¢ $ 2,17¢

During 2005, the Company sold sixteen domestic and international real estate properties in connection with its effont@itsimp

cost competitiveness and enhance workplace capacity usage. Net proceeds from the sale were $178 million. Fourteen properties
involved in the sale have been leased back by the Company for various extended periods. A deferred net gain of $1dbm#iion ha
allocated to the various leased properties and will be recognized by the Company over the respective term of eaciCleapanyhe
recognized a net gain of $3 million on the sale of the remaining properties which is included in other incor2@dh tumsolidated
statement of income.

NOTE 4: DEFERRED CONTRACT COSTS

The Company defers certain costs relating to construction ang settivities on client contracts. Following is a summary of deferred
costs for the years ended DecembEr2007and 2006 (in millions):

2007
Gross
Carrying Accumulated
Amount Amortization Total
Deferred construct costs $ 1,47¢ $ (906) $ 573
Deferred setup costs 752 (347) 411
Total $ 2,231 $ (1,247 $ 984
2006
Gross
Carrying Accumulated
Amount Amortization Total
Deferred construct costs $ 1321 $ (827 $ 494
Deferred setp costs 59C (277) 318
Total $ 1,911 $ (1,109 $ 807

Some of the Compahy client contracts require significant investment in the early stages which is expected to be recovered through
billings over the life of the respective contracts. Thes#racots often involve the construction of new computer systems and
communications networks and the development and deployment of new technologies. Substantial performance risk exists in each
contract with these characteristics, and some or all elemes¢sviée delivery under these contracts are dependent upon successful
completion of the development, construction and deployment phases. At De@mpeo7, approximately $554 million of the
Companys net deferred construct and-sgtcosts related to ctacts with active construct activities. The Company normally has
between 20 to 25 active construct contracts with net deferred costs in excess of $1 million. Some of these contradsdraedexp
delays in their development and construction phases;entain milestones have been missed. It is reasonably possible that deferred
costs associated with one or more of these contracts could become impaired due to changes in estimates of futurehdtotraict cas

During 2005, the Company identified detggtion in the projected performance of one of its commercial contracts based on, among
other things, a change in managern®jdgment regarding the amount and likelihood of achieving anticipated benefits from
contractspecific productivity initiatives, fpmarily related to the length of time necessary to achieve cost savings from planned
infrastructure optimization initiatives. The Company determined that the estimated undiscounted cash flows of the
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contract over its remaining term were irf&tiént to recover the contrdstdeferred contract costs. As a result, the Company
recognized a nonash impairment charge of $37 million in the second quarter of 2005 teoffritee contracs deferred contract
costs. The impairment charge is reporsdc component of cost of revenues in the 2005 consolidated statement of income and is
included in the results of the Americas segment.

NOTE 5: INVESTMENTS AND OTHER ASSETS

Following is a summary of investments and other assets at Dec8i#907 ad 2006 (in millions):

2007 2006
Leveraged lease investments $ 73 $ 75
Investments in equipment for lease 151 14z
Investments in joint ventures and partnerships 51 44
Deferred pension costs (Note 13) 56& 92
Other 25¢ 28%
Total $ 1,09¢ $ 63€

The Company holds interests in various equipment leases financed witbawamse borrowings at lease inception accounted for as
leveraged leases. The Companinvestment in leveraged leases is comprised of a fiber optic equipment leveraged lease with a
subsidiary of Verizon signed in 1988. For U.S. federal income tax purposes, the Company receives the investment tax credit (i
available) at lease inception ands the benefit of tax deductions for depreciation on the leased asset and for interest on the
nontrecourse debt. All nenecourse borrowings have been satisfied in relation to these leases.

The Company holds an equity interest in a partnership whikls heveraged aircraft lease investments. The Company accounts for its
interest in the partnership under the equity method. The carrying amount of the Ctsmpamgining equity interest in the partnership
was $28 million at Decemb@&, 2007 and 2006. Sudalances are included in the leveraged lease investments line item of the table
above. During 2005, the Company recorded wditgvns of its investment in the partnership due to uncertainties regarding the
recoverability of the partnershipinvestmentsi aircraft leased to Delta Air Lines which filed for bankruptcy on Septefirhe2005,

and the proposed sale of certain lease investments in the partnership. Thedewnievere partially offset by the accelerated
recognition of previously deferred irstenent tax credits associated with the investment. Theseduntes totaled $35 million and

are reflected in other income (expense) in the Comiga2g05 consolidated statement of income. The partnéssiepaining

leveraged lease investments includesésawith American Airlines and one nbhS. airline. The Companhy ability to recover its
remaining investment in the partnership is dependent upon the continued payment of rentals by the lessees and thefrealization
expected future aircraft values. letevent such lessees are relieved from their obligation to pay such rentals as a result of
bankruptcy, the investment in the partnership would be partially or wholly impaired.

Investments in securities, joint ventures and partnerships includes investmeaunted for under the equity method of $40 million

and $34 million at Decemb@&1, 2007 and 2006, respectively. The Company recognized impairment losses totaling $1 million in 200¢
due to other than temporary declines in the fair values of certaimaoketable equity securities. No impairment losses were
recognized in 2007 or 2006. These losses are reflected in other income (expense) in the ' Gampsolidated statements of

income.

Investments in equipment for lease is comprised of equipment to be leased to clients uaemdhgontracts and net investment

in leased equipment associated with such contracts. On Mar&@906, the Company and the Department of the Navy reanhed a
agreement on the modification of the NMCI contract which, among other things, extended the contract term from 2007 do 2010 an
defined the economic lives of certain desktop and infrastructure assets. As a result of the contract modification whdlleaseang
payment terms, the Company recognized sglgs capital lease revenue of $116 million associated with certain assets previously
accounted for as operating leases, and certain assets previously accounted for as capital leases with an agyregjatermet i

balance of $113 million are now being accounted for as operating leases. The net investment in leased equipment abstheated wi
NMCI contract was $288 million and $295 million at Decemikr2007 and 2006, respectively. Future minimum |Ipasenents to

be received under the NMCI contract were $301 million and $314 million at Dec8nli&007 and 2006, respectively. The
unguaranteed residual values accruing to the Company were $13 million and $6 million, and unearned interest incom¢éhedated t
leases was $26 million and $25 million at Decen8ier2007 and 2006, respectively. The net lease receivable balance is classified as
components of prepaids and other and investments and other assets in the consolidated balance sheets. Entueags@nim

payments to be received were as follows: 268866 million; 2009- $96 million; 2010-$39 million.

During 2006, the Company sold land held for development to a real estate joint venture for cash and a minority equitytimeres
joint verture. Net proceeds from the sale were $49 million. The Company recognized a net gain of $8 million on the sale which is
included in other income (expense) in the consolidated statement of income for the year ended Bdc&D06r
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NOTE 6: GOODWILL AND OTHER INTANGIBLE ASSETS

Following is a summary of changes in the carrying amount of goodwill by segment for the years ended Ckce2@b&rand 2006

(in millions):
Asia
Americas EMEA Pacific Total
Balance at Decemb@i, 2005 $ 2,368 $ 1,39¢ $ 68 $ 3,83:
Additions 18 — 352 37C
Deletions (@) — — (1)
Other 1 152 1C 164
Balance at Decembérl, 2006 2,38¢ 1,55z 43C 4,36¢
Additions 36¢ 2 41 40¢
Deletions (37) — ) (42)
Other 157 152 51 36(
Balance at Decembéi, 2007 $ 2,86¢ $ 1,70¢ $ 517 $ 5,092

Goodwill additions resulted from acquisitions completed in 2007 and 2006 and include adjustments to thaprglimthase price
allocations (see Note 16). Other changes to the carrying amount of goodwill were primarily due to foreign currencyrtranslatio
adjustments. The Company conducted its annual goodwill impairment tests as of Dete2@grand 2006. Nanpairment losses

were identified as a result of these tests.

Intangible assets with definite useful lives are amortized over their respective estimated useful lives to their esiduatedhiaes.
Intangible assets with indefinite useful lives ar¢ ammortized but instead tested for impairment at least annually. All of the

Companys intangible assets at DecemBér 2007 and 2006 had definite useful lives. Following is a summary of intangible assets at

DecembeBl, 2007 and 2006 (in millions):

2007
Gross
Carrying Accumulated
Amount Amortization Total
Definite Useful Lives
Software $ 2,701 $ (2,079 $ 62:
Acquisitionrelated intangibles 452 (229) 23C
Other 19¢ (122) 7€
Total $ 3,35 $ (2,429 $ 92¢
2006
Gross
Carrying Accumulated
Amount Amortization Total
Definite Useful Lives
Software $ 232: $ a,77) $ 551
Acquisitionrelated intangibles 33¢ (181) 152
Other 20C (154) 4€
Total $ 2,858 $ (2,106 $ 74¢

Amortization expense related to intangible assets, including amounts pertaining to discontinued operations, was $46@ million
$394 million for the years ended DecemBér 2007 and 2006, spectively. Estimated amortization expense related to intangible
assets subject to amortization at Decen®ier2007 for each of the years in the fixar period ending Decemb&t, 2012 and

thereafter is (in millions): 2008 $446; 2009- $256; 2010- $123; 2011- $35; 2012- $23; and thereafter $46.
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NOTE 7: ACCRUED LIABILITIES

Following is a summary of accrued liabilities at Decen8ier2007 and 2006 (in millions):

2007 2006
Accrued liabilities relating to:
Contracts $ 58: $ 674
Payroll 851 81t
Property, sales and franchise taxes 25€ 33¢
Other 92¢€ 867

Total $ 2,61€¢ $ 2,68¢
NOTE 8: LONG-TERM DEBT
Following is a summary of lonterm debt at Decemb@&t., 2007 and 2006 (in millions):

2007 2006
Weighted- Weighted-
Average Average
Amount Rate Amount Rate

Senior notes due 2013 $ 1,09( 6.5(% $ 1,08¢ 6.5(%
Senior notes due 2009 70C 7.1% 70C 7.1%
Convertible notes due 2023 69( 3.8&% 69C 3.8&%
Senior notes due 2029 29¢ 7.45% 29¢ 7.45%
Other, including capital lease obligations 59¢ — 314 =

Total 3,37 3,092
Less current portion of lorterm debt (168) (127)

Long-tem debt $ 3,20¢ $ 2,96¢

The Company had $1.1 billion aggregate principal amount of 6.0% unsecured Senior Notes due 2013 outstanding aBDecember
2007. Interest on the notes is payable semiannually. In the event the credit ratings assigned to the notes are beloatitfzedBaa3
Moody s or the rating BBB of S&P, the interest rate payable on the notes will be 6.5%. Or13uB004, Moodis lowered the
Companys longterm credit rating to Bal from Baa3. As a result of Mdedwting action, the interest rate payable on $1.1 billion of
the Companis senior unsecured debt was increased from 6.0% to 6.5%. Further downgrades in the Garrgditrgiting will not

affect this rate. However, in the event the Compsugyedit rating is subsequently increased to Baa3 or above by Moanty its

S&P credit rating remains at or above BBBhis rate will return to 6.0%. The Company may redeem some afrthi notes at any

time prior to maturity. In conjunction with the issuance of the Senior Notes, the Company entered into interest ratélswaps wi
notional amount of $1.1 billion under which the Company receives fixed rates of 6.0% and pays fleegiegual to the simmonth
LIBOR (4.596% at Decembe1, 2007) plus 2.275% to 2.494%. These interest rate swaps are accounted for as fair value hedges (s
Note 1).

The Company had $690 million aggregate principal amount of 3.875% unsecured ConvertibieN®tes due 2023 outstanding at
DecembeB1, 2007. Interest on the notes is payable semiannually. Contingent interest is payable duringhanthsperiod

beginning July2010 in which the average trading price of a note for the applicable fivegrdaynreference period equals or exceeds
120% of the principal amount of the note as of the day immediately preceding the first day of the applicabigtsperiod. The

five trading day reference period means the five trading days ending on the sadomgiday immediately preceding the relevant
six-month interest period. The notes are convertible by holders into shares of the Cengpamyon stock at an initial conversion

rate of 29.2912 shares of common stock per $1,000 principal amount, repieseritiitial conversion price of $34.14 per share of
common stock, under the following circumstances: a) during any calendar quarter, if the last reported sale price of EDStcoknmo

for at least 20 trading days during the period of 30 consecutivadrddiys ending on the last trading day of the previous calendar
quarter is greater than or equal to 120% or, following 16ly2010, 110% of the conversion price per share of EDS common stock on
such last trading day; b) if the notes have been calledfi@mption; curing any period in which the credit ratings assigned to the
notes by either Moodg or S&P is lower than Ba2 or BB, respectively, or the notes are no longer rated by at least one of these rating
services or their successors; ougpn theoccurrence of specified corporate transactions. The Company may redeem for cash some c
all of the notes at any time on or after Ju; 2010. Holders have the right to require the Company to purchase the notes at a price
equal to 100% of the principah®unt of the notes plus accrued interest, including contingent interest and additional amounts, if any,
on July15, 2010, July5, 2013 and Julg5, 2018, or upon a fundamental change in the Compawnership, control or the

marketability of the Compang common stock prior to Julys, 2010.
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During 1999, the Company completed the public offering of senior notes in the principal amount of $1.5 billion. Theseludéels i
$500 million of 6.85% notes that matured on Octdb&r2004, $700 million of 7.125% notes that mature in 2009, and $300 million
of 7.45% notes that mature in 2029. The balance of the 7.45% notes was $299 million at D8te2ME&T.

On June30, 2006, the Company entered into a $1 billion Five Year Cfepieement (théCredit Agreemeri) with a bank group
including Citibank, N.A., as Administrative Agent for the lenders, and Bank of America, N.A., as Syndication Agent. The Credi
Agreement may be used for general corporate borrowing purposes andéssii@tiers of credit, with a $500 million silimit for

letters of credit. The Credit Agreement contains certain financial and other restrictive covenants with wiemmpiéance would

allow any amounts outstanding to be accelerated and would privinthgr borrowings. The Company pays an annual facility fee
based on a percentage of the $1 billion commitment (0.125% at Dec8int?f07). No amounts were outstanding under the Credit
Agreement at Decemba@d., 2007 or 2006. The Company anticipatesaitifj the Credit Agreement principally for the issuance of
letters of credit which aggregated approximately $184 million at DeceBih@007. The issuance of letters of credit under the Credit
Agreement utilizes availability under the Credit Agreement.

The Compans Credit Agreement and the indentures governing its-ferg notes contain certain financial and other restrictive
covenants that would allow any amounts outstanding under the facilities to be accelerated, or restrict the €abilitsriyg orrow
thereunder, in the event of noncompliance. The Company was in compliance with all covenants at CBl;e200&t

In addition to compliance with these financial covenants, it is a condition to the Comadility to borrow under its Credit

Agreenent that certain of its representations and warranties under that agreement be true and correct as of the date ohthe borrowi
The Companys Credit Agreement, the indentures governing its{@mm notes and certain other debt instruments also contain
crossdefault provisions with respect to a default in any payment under, or events resulting in or permitting the acceleration of,
indebtedness greater than $50 million.

Expected maturities of loagrm debt for years subsequent to Decerie2007 are a®llows (in millions):

2008 $ 16€
2009 83¢
2010 771
2011 51
2012 3C
Thereafter 1,51¢

Total $ 3,371

NOTE 9: MINORITY INTERESTS AND OTHER LONG -TERM LIABILITIES

Other longterm liabilities were $245 million and $305 million at DecemB&r 2007 and 2006, respectively. Other ksegn
liabilities include liabilities related to the Compasyurchased or licensed software, tax liabilities and interest rate swapagts.
Minority interests were $174 million and $150 million at Decen83er2007 and 2006, respectively. The increase in minority
interests in 2007 was primarily due to the Compamywnership interest in MphasiS (see Note 16).

NOTE 10: INCOME TAXES

Following is a summary of income tax expense for the years ended Dec&mBe07, 2006 and 2005 (in millions):

2007 2006 2005
Income from continuing operations $ 36C $ 257 $ 153
Loss from discontinued operations 9 (26) (38
Shareholderfsequity 51€ 34 (107)
Total $ 86 $ 265 $ 14
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Following is a summary of the provision for income taxes on income from continuing operations for the years ended B&cember
2007, 2006 and 2005 (in millions):

United States

Federal State Non-U.S. Total
2007
Current $ 12 % 22 % 114 $ 25¢
Deferred 55 (18) 64 101
Total $ 17¢ $ 4 $ 17¢ $ 36(
2006
Current $ 91 $ 22 $ 22¢ % 33¢
Deferred (11€) (9) 43 (82)
Total $ (25) $ 13 $ 26¢ $ 257
2005
Current $ 127 $ 13 $ 87 $ 221
Deferred (239) (29 18¢ (79)
Total $ (106) $ (16) $ 27 $ 158

Following is a summary of the components of income from continuing operations before income taxes for the years ended

DecembeRl, 2007, 2006 and 2005 (in millions):

U.S. income
Non-U.S. income
Total

2007 2006 2005
$ 261 $ 7T % (170
82¢ 681 60<
$  1,08¢ 75¢€ $ 43¢

Following is a reconciliation of income tax expense using the statutory U.S. federal income tax rate of 35.0% to acéuxncom
expense for the years ended Deben31, 2007, 2006 and 2005 (in millions):

Statutory federal income tax
State income tax, net
Foreign losses
Research tax credits
Tax reserves
Foreign tax rate change
Other

Total

Effective income tax rate

2007 2006 2005

$ 381 $ 265 $ 154
3 8 (10)

19 50 75

(49) (29 (54

(19 (48) (7)

29 — —

(12) 11 (5)

$ 360 $ 257 $ 152
33.1% 34.(% 34.5%

Following is a summary of the tax effects of significant types of temporary differences and carryforwards which resuleioh thef
assets and liabilities as of DecemBé&r 2007 and 2006 (in millions):

Leasing basis differences

Other accrual accounting differences

Employee benefit plans

Depreciation/amortization differences

U.S. tax on foreign income

Net operating loss and tax credit carryforwards

Employeerelated compensation
Currency translation adjustment
Other

Subtotal
Lessvaluationallowances

2007 2006

Assets Liabilities Assets Liabilities
$ — $ 10C $ — $ 111
38t 15 42¢ 10
212 20C 352 31
447 61¢€ 387 404
— 19¢€ 24¢
1,28: — 1,43: —
31E 7 31z 3
— 20t — 70
194 191 174 14&
2,83¢ 1,532 3,08¢ 1,02z
(42€) — (376 —




Total deferred taxes $ 2,40¢ $ 153: $ 2,71C $ 1,022
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The net changes in thaluationallowances for the years ended Decen#igr2007 and 2006 were increases of $52 million and $95
million, respectively. Of the net change in 2007 and 2006, $17 million and $40 million, respectively, was due to arrincrease
valuationallowances for losses incurred in certain foreign tax jurigiis, which increased current year income tax expense from
continuing operations. The remaining change invéileationallowance in 2007 was primarily due to foreign currency translation
adjustments. The remaining change inuhkiationallowance in 200 was primarily due to the sale of A.T. Kearney in Jan2@86
(see Note 17) and foreign currency translation adjustments. Approximatethita® of the Comparig net operating loss and tax
carryforwards expire over various periods from 2008 througl7 282d the remainder are unlimited.

In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than not thaiosoconeibor

of the deferred tax assets will not be realized and adjustathationallowarce accordingly. Factors considered in making this
determination include the period of expiration of the tax asset, planned use of the tax asset, tax planning stratetpesalnahili
projected taxable income as well as tax liabilities for the taggigtion in which the tax asset is located. The ultimate realization of
deferred tax assets is dependent on the generation of future taxable income during the periods in which those tempocay diffe
become deductible. Based on tax planning stratetliedevel of historical taxable income and projections for future taxable income
over the periods in which the deferred tax assets are deductible, the Company believes it is more likely than ndtzéewhiérea
benefits of the deductible differencegt of existingvaluationallowances at Decembai, 2007. The amount of the deferred tax asset
considered realizable, however, could be reduced in the near term if estimates of future taxable income during therdgreyfodva
are reduced.

U.S. incone taxes have not been provided for on $885 million of undistributed earnings of certain foreign subsidiaries, as such
earnings have been permanently reinvested in the business. As of De8&n#7, the unrecognized deferred tax liability
associated wit these earnings amounted to approximately $125 million.

The Company adopted Financial Accounting Standards Board Interpretati¢f-Nd.) 48, Accounting for Uncertainty in Income
Taxes an interpretation of FASB Statement NO9, effective Januarg, 2007. FIN 48 clarifies the accounting for uncertainty in
income taxes recognized in an erityinancial statements in accordance with Statement of Financial Accounting Standat@8,No.
Accounting for Income Taxesnd prescribes a recognition thineld and measurement attribute for financial statement disclosure of
tax positions taken or expected to be taken on a tax return. As a result of the implementation of FIN 48, the Compaeyl r@togni
increase of $2 million in net unrecognized tax besgfithich was accounted for as a decrease of $17 million to the JAn2a§7
balance of retained earnings and a decrease of $15 million to the balance of goodwill. In addition, reclassificatioice isheata
accounts as required by FIN 48 resulted lecrease in deferred tax assets of $57 million and a decrease in ottterroiigbilities

of $57 million. As of the date of adoption, the Compargross unrecognized tax benefits totaled $127 million. Of this amount, $82
million represents the netitecognized tax benefits that, if recognized, would favorably impact the effective income tax rate.

At Decembeid1, 2007, the Company had gross unrecognized tax benefits of $165 million. If recognized, $73 million of this amount
represents the net unrggozed tax benefits that would favorably impact the effective income tax rate. A reconciliation of the
beginning and ending amounts of unrecognized tax benefits is as follows (in millions):

Balance at Januady, 2007 $ 127
Additions:
For current yeds tax positions 1C
For prior years tax positions 57
Reductions:
For positions taken during a prior period 5)
Statute of limitation expiration a7
Settlements with taxing authorities (7)
Balance at Decembé@rl, 2007 $ 16¢&

The Company recognizes potential interest and penalties related to unrecognized tax benefits in income tax expenset The amoun
recognized for the year ended Decentier2007 was immaterial. As of Decemi3dr, 2007, $7 million is accrued for the payment of
interest and penalties related to income tax liabilities.

The Company files numerous income tax returns in various jurisdictions including U.S. Federal, state and foreign jarigdlietion
Company is shbject to U.S. Federal income tax examinations for years after 2002 and is subject to income tax examinations by U.K.
tax authorities for years after 2005.

The Company anticipates settling approximately $12 million of liabilities over the next 12 nuninthes;ily related to various
settlements with various U.S. state tax jurisdictions, at amounts that are not significantly different from the amonthysaoemneed.
In addition, due to the ongoing nature of current examinations in various jurisdictibeschanges could occur in the amount of
gross unrecognized tax benefits during the next 12 months which cannot be estimated at this time.
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NOTE 11: STOCK PURCHASE AND INCENTIVE PLANS
Stock Purchase Plan

Under the Stock Purchase Plan, eligible employees may purchase EDS common stock at the end of each fiscal quarteseat a purche
price equal to 85% of the lower of the market price on the first or last trading day of the quarter, through payrolhdeflugtim

10% of their compensation, not to exceed $25,000 per year in market value. Shares of EDS common stock purchased ander the pl
may not be sold or transferred within one year of the date of purchase. The number of shares originally authesaedderninder

this plan is 57.5 million. Total compensation expense recognized under this plan was $6 million during each of the giears ende
DecembeBl, 2007, 2006 and 2005.

PerformanceShare and EDS Global Share Plans

PerformanceShare and Global Sharebroadbased plans that permit the grant of stock options to any eligible employee of EDS or
its participating subsidiaries other than executive officers. As of Dece3ithb@007, options for 16.0 million shares had been granted
under PerformanceSte(principally in a broadased grant in Ma¥997) and options for 25.9 million shares had been granted under
Global Share (principally in two brodshsed grants in JuB000 and Februar®002). The number of shares originally authorized for
issuance unddrerformanceShare and Global Share is 20 million and 27 million, respectively. As of De8amd@d7, no shares

were available for future issuance under these plans.

Incentive Plan

The Incentive Plan is authorized to issue up to 136.5 million sbamsnmon stock. The Incentive Plan permits the granting of
stockbased awards in the form of stock grants, restricted shares, restricted stock units, stock options or stock appresigdion righ
eligible employees and neemployee directors. A restrictstbck unit is the right to receive shares. The exercise price for stock
options granted under this plan must be equal to or greater than the fair market value on the date of the grant.

Transition Inducement Plan

The Transition Inducement Plan pernatsards in the form of nonqualified stock options, stock appreciation rights, restricted stock
units, restricted stock awards or stock grants to eligible employees. This plan was adopted in200flreanticipation of then

proposed New York Stock Exchge ruleswhich provide that awards issued to induce new employment or in exchange for awards
under ar‘acquired plan are not subject to shareholder approval. All options granted under this plan must have an exercise price no
less than the fair market wad per share of common stock on the grant date. The maximum number of shares that can be issued und
this plan is 7.0 million, of which not more than 2.0 million are available for awards other than in the form of stock options

Stock Options

The fairvalue of each stock option award is estimated on the date of grant using th&8tadgsMertonvaluationmodel that uses

the assumptions noted below. Estimates of fair value are not intended to predict actual future events or the value edtiiceatddy
employees who receive equity awards, and subsequent events are not indicative of the reasonableness of the origimdlifastimates
value made by the Company under SFAS N28R. The vesting period for most new option awards is three years aswhtrectual

term is seven years. The outstanding term of an option is estimated using a simplified method, which is the averagtngf tbenve
and contractual term of the option. Expected volatility during the estimated outstanding term of thes dyatsea on historical

volatility during a period equivalent to the estimated outstanding term of the option and implied volatility as deterseidexhba
observed market prices of the Compangublicly traded options. Expected dividends during the estimautstanding term of the
option are based on recent dividend activity. Rigle interest rates are based on the U.S. Treasury yield in effect at the time of the
grant. The weightedverage fair values of options granted were $7.86, $8.87 and $10t16 farars ended Decemlts, 2007,

2006 and 2005, respectively. The fair value of each option was estimated at the date of grant, with the followingaveigioted
assumptions for the years ended DecerBie2007, 2006 and 2005, respectively: dividgigdds of 0.8%, 0.7% and 1.0%; expected
volatility of 31.4%, 35.0% and 60.3%; ridkee interest rate of 4.3%, 4.7% and 4.1%; and expected lives of 4.8 years, 5.0 years and
5.0 years. The total intrinsic value of options exercised during the years enclanlize31, 2007, 2006 and 2005 were $61 million,
$115 million and $23 million, respectively, resulting in tax deductions of $21 million, $40 million and $8 million, resiye&iwing
2005, the Company issued new shares and utilized treasury sharesfycshare option exercises and the vesting of restricted share
awards. The Company plans to utilize treasury shares acquired under the repurchase programs authorized 206@@anucry
Decembel007 to satisfy future share option exercises and thengastrestricted share awards (see Note 1).
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Following is a summary of options activity under the Compsmgrious stoclbased incentive compensation plans during the years
ended Decembedl, 2007, 2006 and 2005:

Weighted

Average

Shares Exercise
(millions) Price

Fixed options:

Outstanding at Decemb@d., 2004 70¢ % 31
Granted 1.2 20
Exercised 4.7 17
Forfeited and expired (15.9) 51

Outstanding at Decembai., 2005 51.¢ 26
Granted 1.8 27
Exercised (14.5) 18
Forfeited and expired (4.2) 37

Outstanding at Decembai., 2006 35.C 28
Granted 2.€ 27
Exercised (6.9 19
Forfeited and expired (2.8 42

Outstanding at Decembad., 2007 27.¢ 28

Exercisable 21.€ 29

At Decembe1, 2007, the weightedverage remaining contractual terms of outstanding and exercisable options were Afhd/ears
3.7 years, respectively, and the aggregate intrinsic values of these options were $27 million and $26 million, respatetively.
compensation expense recognized for stock options was $27 million ($21 million net of tax), $117 million ($79 niifaax)eand
$154 million ($106 million net of tax) during the years ended DeceBhe2007, 2006 and 2005, respectively. As of DecerBber
2007, there was approximately $20 million of unrecognized compensation cost related to nonvested optiossexyiected to be
recognized over a weightexverage period of 1.8 years.

The Company receives a tax deduction equal to the intrinsic value of a stock option on the date of exercise. Cashaetsnkdis
this tax deductibility is reported as othesh flows from financing activities in the consolidated statements of cash flows.

Certain stock option grants contain market conditions that accelerate vesting if the Canspaskyreaches target prices. All such
options have vested as of DecemB&r2007. During 2007, approximately 3.3 million outstanding stock options became exercisable
when the Company stock reached certain target prices, accelerating the recognition of compensation expense of approximately $8
million. During 2006, approximately.6 million outstanding stock options became exercisable when the Comstogk reached

certain target prices, accelerating the recognition of compensation expense of approximately $25 million.

Restricted Stock Units

The Company began using restigtstock units as its primary stebksed incentive compensation in Magf05. Prior to such time,
stock options were primarily used for stelsiised incentive compensation. Restricted stock units granted are generally scheduled to
vest over periods of the to four years. The Mar@®07, 2006 and 2005 grants consisted primarily of performeestng restricted

stock units. The number of awards that vest is dependent upon the Cosnpenfigrmance over a thrgear period with vesting
thereafter.

The far value of each restricted stock unit is generally the market price of the Comémgk on the date of grant. However, if the
shares have a mandatory holding period after the date of vesting, a discount is provided based on the length of tlesidtblding p
discount was applied in determining the fair value of all restricted stock unit awards to adjust for the present vaigenef for
dividends during the period the award is outstanding and unvested. An additional discount of 10%, 10% and 15%adavdaramp!
2007, 2006 and 2005, respectively, in determining the fair value of all units subject to transfer restrictions-feaa pegod
following vesting. This transferability discount was derived based on the value ofyg@@naveragstrike lodkback put option.
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Following is a summary of the status of the Compampnvested restricted stock units as of Dece®bg007, and changes during
the years ended Deceml8dr, 2007, 2006 and 2005:

Weighted

Average
Shares Grant Date
(millions) Fair Value

Nonvested restricted stock units:

Nonvested at Decembad, 2004 3 % 33
Granted 7.3 19
Vested (1.5) 34
Forfeited (0.4 18

Nonvested at Decembad, 2005 8.¢ 22
Granted 7.1 25
Vested (1.2 3G
Forfeited (1.9 22

Nonvested at Decembad, 2006 13.4 23
Granted 8.¢ 25
Vested (2.0) 26
Forfeited (2.9 23

Nonvested at Decembad, 2007 19.C 24

As of DecembeB1, 2007, there was approximately $212 million of total unrecognized compensation cost related to nonvested
restricted stock units. Such cost is expected to be recognized over a weiggtage period of 1.9 years. Total compensation expense
for restrictel stock units was $117 million ($77 million net of tax), $86 million ($59 million net of tax) and $64 million ($42 million
net of tax), respectively, for the years ended Decel®be?007, 2006 and 2005. The aggregate fair value of shares vested during the
years ended Decembgt, 2007, 2006 and 2005 were $26 million, $33 million and $33 million, respectively, at the date of vesting,
resulting in tax deductions to realize benefits of $9 million, $10 million and $12 million, respectively, as compareedatedajir

values of $27 million, $38 million and $52 million, respectively, on the dates of their grants.

Executive Deferral Plan

The Executive Deferral Plan is a nonqualified deferred compensation plan established for a select group of manadeghént and
compensated employees which allows participants to contribute a percentage of their cash compensation and restriétedhsbock un
the plan and defer income taxes until the time of distribution. The plan is a nonqualified plan for U.S.redpraltax purposes and

as such, its assets are part of the Comaggneral assets. The Company makes matching contributions on a portion of amounts
deferred by plan participants that are invested in EDS stock units. Matching contributions vest ufilmutioontfhe fair market

price of common stock on the date of matching contributions is charged to operations in the period made. The Compaeg also mak
discretionary contributions that vest over periods up to five years as determined by the BoardafsDirbe fair market price of
common stock on the date of discretionary contributions is charged to operations over the vesting period. During tdegears en
DecembeB1, 2007, 2006 and 2005, employer contributions to the plan were 7 thousand, 4 tleousahdhousand shares,

respectively, with a weighteaverage fair value of $27.50, $24.06 and $23.13, respectively.

During Septembe2006, the Company granted 150 thousand-tmesing deferred stock units and 150 thousand perforrrizased
deferred gick units to an employee each with a grant date fair value of $22.97 per unit. The grant date fair value of deferred stock
units is determined using the same method as restricted stock units. Tivedting units and performant@ased units are scheduled

to vest in Septemb&009. The number of performanbased deferred stock units that will vest will be fro200% of the number of
units granted, and is dependent upon the Conigaaghievement of certain financial performance metrics over aykere

performance period and the employ®eontinued employment. The Company estimates the number of units that will vest based on
the Compan)s financial performance since inception of the performance period and current expectations of the ‘Gdatpamy
financial performance over the remainder of the performance period. Compensation expense for units is recorded cfire straight
basis over the vesting period. Cumulative compensation expense for each grant is adjusted in the period in whichhdmegeis a ¢
the estimated number of units that will vest. As of DecerBtheP007, there was approximately $4 million of total unrecognized
compensation cost related to the 300 thousand nonvested deferred stock units. Such cost is expected to be recogreried over a
1.7 years. Total compensation expense for deferred stock units was $2.3 million ($1.5 million net of tax) and $0.801Ellion ($
million net of tax) for the years ended DecemB&y 2007 and 2006, respectively.

On Februaryl 3, 2008, the Compangsued 3.9 million timevesting restricted stock units, 3.8 million performabesed restricted
stock units and 3.5 million stock options in the 2008 annuaHeng incentive grant. Eligible employees, other than senior
executives, received o#alf of the annual award in timeesting restricted stock units and dmaf in performancédasedrestricted
stock units. The timeesting restricted stock units will vest over three years. The perforriases restricted stock units will vest



after three yearsnd the number of awards will vary based on performance over theyfaeperiod ended
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DecembeBl, 2010. Senior executives received stock options as well astastng restricted stock units and performahased

restricted stock unitsyith the stock options intended to represent approximatelhatién value of their total longerm incentive

awards and the timeesting restricted stock units and performahased restricted stock units each intended to represent
approximately 25% dthe total value of the awardshe options will vest after three years and have an exercise price of $18.295, and
the restricted stock units have vesting terms similar to those described above.

NOTE 12: SEGMENT INFORMATION

The Company uses operatimgome (loss) to measure segment profit or loss. Segment information faf. Booperations is

measured using fixed currency exchange rates in all periods presented. The Company adjusts its fixed currency exdéhande rates
when the statutory rate déffs significantly from the fixed rate to better align the two rates. Prior period segment information
presented below has been restated to reflect a change in the fixed exchange rates of c&ftSincnomencies and other segment
attribute changes in B@. The"all othef category is primarily comprised of corporate expenses, including-bssdd compensation,
and also includes differences between fixed and actual exchange rates.

Following is a summary of certain financial information by reportabdensmt as of and for the years ended DecerdbeP007, 2006
and 2005 (in millions):

2007
Operating
Income Total
Revenues (Loss) Assets
Americas 10,40: $ 158 $ 4,72(
EMEA 6,43: 1,00z 3,36¢
Asia Pacific 1,80( 18¢ 1,02¢
U.S. Government 2,57¢ 52¢ 1,74¢
Other 5 (1,027%) 1,62¢
Total Outsourcing 21,21° 2,27¢ 12,48
All other 917 (1,147) 6,731
Total 22,13: $ 1,132 $ 19,22
2006
Operating
Income Total
Revenues (Loss) Assets
Americas 10,58: $ 1,67 $ 4,77¢
EMEA 6,47( 93C 3,35¢
Asia Pacific 1,49( 163 1,01¢
U.S. Government 2,52( 40¢ 1,12¢
Other 3 (1,057%) 1,51¢
Total Outsourcing 21,06° 2,12 11,79:
All other 201 (1,306 6,16
Total 21,26¢ $ 8l $ 17,95¢
2005
Operating
Income Total
Revenues (Loss) Assets
Americas 10,15¢ $ 1,57¢ $ 4,73(
EMEA 5,95¢ 80C 3,57(
Asia Pacific 1,38¢ aC 53t
U.S. Government 2,09: 98 1,17¢
Other 1 (94¢€) 1,41¢
Total Outsourcing 19,59( 1,621 11,43.
All other 167 (1,079 5,65¢
Total 19,75 $ 54z $ 17,08’
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Following is a summary of depreciation and amortization and deferred cost charges included in the calculation of openaging in
(loss) above for the years ended Decenier2007, 2006 and 2005 (in millions):

2007 2006 2005
Americas $ 44z $ 437 $ 43¢
EMEA 363 38¢ 33¢
Asia Pacific 12¢€ 104 101
U.S. Government 11€ 151 111
Other 21¢ 152 174

Total Outsourcing 1,26t 1,232 1,16¢
All other 17¢€ 10& 20€

Total $ 1,441 $ 1,337 $ 1,37:

Following is a summary of revenues and property and equipment by country as of and for the years ended Ble00@e2006
and 2005 (in millions):

2007 2006 2005
Property Property Property
and and and

Revenues Equipment Revenues Equipment Revenues Equipment
United States $ 11,04 $ 1,432 $ 11,14¢ $ 1,22 $ 10,34¢ $ 1,15¢
United Kingdom 4,057 277 4,21z 322 3,69¢ 32t
All other 7,038 78C 5,907 634 5,712 48¢
Total $ 22,13 $ 2,48¢ $ 21,26¢ $ 2,17¢ $ 19,757 $ 1,967

Revenues and property and equipment ofdd®. operations are measured using fixed currency exchange rates in all periods
presented. Differences between fixed aotlial exchange rates are included in“dileothet’ category.

Following is a summary of the Compaeyevenues by service line for the years ended Dece3ih@007, 2006 and 2005 (in
millions):

2007 2006 2005
Infrastructure services $ 11,49¢ $ 12,06 $ 11,13
Applications services 6,43¢ 5,97 5,63¢
Business process outsourcing services 3,147 3,017 2,85¢
All other 1,05z 21¢ 131
Total $ 22,13: $ 21,26¢ $ 19,75%

Revenues of nell.S. operations are measured using fixed currency exchange rates in all periods presented. Differences between
fixed and actual exchange rates are included ifidhethef category.

NOTE 13: RETIREMENT PLANS

The Company has several qualified and nonqualified pension plarf®(tes) covering substantially all its employees. The
majority of the Plans are noncontributory. In general, employees become fully vestedtajpdmgatwo to five years of service, and
benefits are based on years of service and earnings. The actuarial cost method currently used is the projected ghinetbdid co
The Companys U.S. funding policy is to contribute amounts that fall withia tange of deductible contributions for U.S. federal
income tax purposes.
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Following is a reconciliation of the changes in the Plaesefit obligations and fair value of assets (using Oct8beg2007 and 2006
measurement dates), and a statement of the funded status as of D&3r@bB8i7 and 2006 (in millions):

2007 2006

Reconciliation of Benefit Obligation:

Benefit obligation at beginning of year $ 9,36( $ 8,31(
Service cost 382 354
Interest cost 527 471
Employee contributions 13 25
Actuarial (gain) loss (422) 81
Curtailments and settlements 26 (69
Plan amendments — (57)
Business acquisitions and divestitures 22 (46)
Foreign currency exchange rate changes 237 50C
Benefit payments (280) (237)
Special termination benefit 157 —
Other 42 28

Benefit obligation at end of year 10,06¢ 9,36(

Reconciliation of Fair Value of Plan Assets:

Fair value of plan assets at beginning of year 7,91( 6,404
Actual return on plan assets 1,56( 1,18¢
Foreign currency exchange rate changes 172 35¢E
Employer contributions 212 24¢
Employee contributions 13 25
Benefit payments (280) (237)
Business acquisitions and divestitures 2 (66)
Settlements 3 (18)
Other — 14

Fair value of plan assets at end of year 9,587 7,91(

Funded status at end of year 477) (1,450
Adjustments from Octobe31 to DecembeBl 22 11z

$ (455) $ (1,33¢)

Following is a summary of the amounts reflected on the Compaoynsolidated balance sheets for pension benefits as of
Decembe1, 2007 and 2006 (in millions):

2007 2006
Prepaid benefit cost $ 565 $ 86
Current liability (48) (36)
Long-term liability (972) (1,38¢)
$ (45%) $ (1,33¢)

Following is a summary of amounts in the accumulated other comprehensive income (loss) component of shaeghdaldassof
DecembeB1, 2007 and 2006 that have not yet been recognized in the consolidated statements of income as components of net
periodc benefit cost, and changes during the year ended Dec&hp2007 (in millions):

Net ltems Net
Periodic Arising Changein
Benefit During Shareholderd
2006 Cost Year Equity 2007

Net actuasml (gain) loss $ 1,19¢ $ 29 $ (1,245 $ (1,279 % (79)
Prior service credit (219 37 2 3¢ 179
Transition obligation 7 (2) 1 (2) 6
99: 6 (1,247) (1,23¢) (247)
Tax effect (309) (2) 39¢€ 394 85
Total $ 684 $ 4 $ (846 $ (849 $ (159
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The tables above include plans that transitioned to A.T. Kearney in J&0@6\see Note 17). The pension benefit liabilities related
to these plans are presented in the consolidated balance sHewttldsr salé and was $26 million at Decemb@t, 2005.

Settlement gains of $23 million were recognized in 2006 for these plans. The projected benefit obligation, accumulated benefi
obligation, and fair value of plan assets for these plans were $68nn#b4 million and $61 million, respectively, at Decenfder
2005. Net periodic benefit cost for these plans was $8 million for the year ended De8énii5.

The Company has additional defined benefit retirement plans outside the U.S. not intlingetdbles above due to their individual
insignificance. These plans collectively represent an additional pension benefit liability of approximately $16 millizm asdqis
of approximately $4 million.

The accumulated benefit obligation for alfided benefit pension plans was $9,420 million and $8,513 million at Oc8dh@007

and 2006, respectively. The projected benefit obligation and fair value of plan assets for pension plans with projaetted benef
obligations in excess of plan assets wgte613 million and $3,577 million, respectively, at Decengigr2007, and $8,713 million

and $7,251 million, respectively, at DecemB&r 2006. The projected benefit obligation, accumulated benefit obligation, and fair
value of plan assets for pensiomups with accumulated benefit obligations in excess of plan assets were $1,168 million, $1,114
million and $295 million, respectively, at Decemi3dr, 2007, and $3,326 million, $2,795 million and $1,995 million, respectively, at
Decembel, 2006.

Following is a summary of the components of net periodic benefit cost recognized in the consolidated statements of income for the
years ended Decemb@t, 2007, 2006 and 2005 (in millions):

2007 2006 2005

Service cost $ 382 $ 354 $ 344
Interest cost 527 471 45¢
Expected return on plan assets (68€) (555) (522)
Amortization of transition obligation 2 2 2
Amortization of priorservice cost (37 (36) (32
Amortization of net actuarial loss 29 83 55

Net periodic benefit cost 217 31¢ 30:¢
Curtailment (gain) loss @) 5) 1
Special termination benefit 15C — 15
Settlement (gain) loss (2) (57) 71

Net periodic benefit cost after curtailments and settlements $ 35¢ $ 257 $ 39C

Prior-service costs are amortized on a stralgi# basis over the average remaining service period of active participants. Gains or
losses in excess of 10% of the greater of the benefgatidn and the markeelated value of assets are amortized over the average
remaining service period of active participants.

The estimated net actuarial loss, prior service credit and transition obligation for defined benefit plans that willides droort
accumulated other comprehensive income into net periodic benefit cost over the next fiscal year are $6 million, $36ch$iltion a
million, respectively.

As a result of the termination of the Compangervice contract with the U.K. Governnisrihland Revenue department, the
contracts workforce transitioned to the new IT provider in J2004. Most of the pension liability associated with this workforce also
transitioned to the new provider, resulting in the recognition of a settlement loss wiili@gn in 2005. The Company recorded

special termination benefits of $7 million and $15 million during 2007 and 2005, respectively, related to reductionsnnHerce
U.K., and $143 million during 2007 related to an early retirement offer in the(¢¢&Note 19).

At Decembei31, 2007 and 2006, the plan assets consisted primarily of equity securities and, to a lesser extent, government obligati
and other fixed income securities. The plan assets include EDS common stock with a market vaheioiatpty $13 million at
October31, 2007. The U.S. pension plan is a cash balance plan that uses a benefit formula based on years of service, agse.and ear
Employees are allocated the current value of their retirement benefit in a hypotheticat.ademtinly credits based upon age, years

of service, compensation and interest are added to the account. Upon retirement, the value of the account balance ie eonverte
annuity. The Company allows employees to elect to direct up to 33% of their ynorgtits to the EDS 401(Blan. The Company
contributed $4 million, $3 million and $4 million to the EDS 401Rkan related to these elections during the years ended

DecembeB1, 2007, 2006 and 2005, respectively. These amounts are not includedenaditpenefit cost shown in the table

above.
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Following is a summary of the weightederage assumptions used in the determination of the Cohsgdaaryefit obligation for the
years ended Decembgt, 2007, 2006 and 2005:

2007 2006 2005
Discount rate at Octob&l 5.% 5.4% 5.4%
Rate increase in compensation levels at Oct8her 3.2% 3.2% 3.2%

Following is a summary of the weightederage assumptions used in the determination of the Cohspaatyperiodibenefit cost for
the years ended Decemlsdr, 2007, 2006 and 2005:

2007 2006 2005
Discount rate at Octob&l 5.4% 5.4% 6.(%
Rate increase in compensation levels at Oct8her 3.2% 3.2% 3.4%
Long-term rate of return on assets at Jandary 8.5% 8.4% 8.6%

Following is a summary of the weightederage asset allocation of all plan assets at Dece3fib@007 and 2006, by asset category:

2007 2006

Equity securities 7% 78%
Debt securities 13% 14%
Cash and cash equivalents 1% 1%
Real estate 1% 1%
Other 8% 6%
Total 10(% 100%

In determining net periodic benefit cost recognized in its consolidated statements of income, the Company utilizes @n expecte
long-term rate of return that, over time, should approximate the actuatéomgreturns earned on pension plan assets. The Company
derives the assumed loterm rate of return on assets based upon the historical return of actual plan assets andi¢hé hist

long-term return on similar asset classes as well as anticipated future returns based upon the types of invested assetsd Tiig type
of invested assets are determined by the pension investment strategy, which considers the average aggahtrev@ukforce

and associated average periods until retirement. Since the average age of the Gowgrkfgree is relatively low and average
periods until retirement exceed 15 years, plan assets are weighted heavily towards equity investmerits/eStaignts, while
susceptible to significant sheidrm fluctuations, have historically outperformed most other investment alternatives orteriong

basis. The Company utilizes an active management strategy througpattiydnvestment managers to nraize asset returns. As of
DecembeRBl, 2007, the weightedverage target asset allocation for all plans was 76% equity; 15% fixed income; 1% cash and cash
equivalents; 1% real estate; and 7% other. The Company expects to contribute approximately H30 itslipension plans during
fiscal year 2008, including discretionary and statutory contributions.

Estimated benefit payments, which include amounts to be earned by active plan employees through expected future Bervice for a
pension plans over theext 10 years are: 200686318 million; 2009- $259 million; 2010- $280 million; 2011 $309 million; 2012-
$337 million; and 2013 through 20+42,045 million.

In addition to the plans described above, the EDS 40ék) provides a lonterm savingprogram for participants. The EDS
401(k)Plan allows eligible employees to contribute a percentage of their compensation to a savings program and to defer income
taxes until the time of distribution. Participants may invest their contributions in vamidlisly traded investment funds or EDS
common stock. The EDS 401(R)an also provides for employeratching contributions. Until Decemb@t, 2006, employer
contributions were made in the form of EDS common stock, which participants could elect tr tmasither investment option

within the EDS 401(kPlan after two years from the date of contribution. Participants were 40% vested in the emgityeng
contributions after two years of service, vested another 20% per year of service thereaftergdntly vested after five years of
service. Beginning Januafy 2007, participantemployermatching contributions follow the investment allocation of their salary
deferrals. Participants are 40% vested after two years of service, and 100% vesthdesftyears of service. Participants with more
than three but less than five years of service at Jady@§07 were fully vested at that date. Participants with more than two but less
than three years of service at Janugrg007 will fully vest aftethree years of service. Participants hired after Jariy&2907 will

fully vest after three years of service. During the years ended Dec8mk007, 2006 and 2005, employeatching contributions
totaled $41 million, $40 million and $37 million, resgtively.
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NOTE 14: COMMITMENTS AND RENTAL EXPENSE

Total rentals under cancelable and fwamcelable leases of tangible property and equipment included in costs and chaxgeshses
were $561 million, $557 million and $552 million for the years ended Dece3ih@007, 2006 and 2005, respectively. Commitments
for rental payments under n@ancelable operating leases of tangible property and equipment net of subleasecemtakire: 2008
—$398 million; 2009- $353 million; 2010- $263 million; 2011 $182 million; 2012- $135 million; and all years thereafte260
million.

The Company has signed certain service agreements with terms of up to ten years with cedesrioveldiain favorable pricing and
commercial terms for services that are necessary for the ongoing operation of its business. These agreements relaatw softwa
telecommunications services. Under the terms of these agreements, the Company hasdtorooittractually specified minimums
over the contractual periods. The contractual minimums are: 280899 million; 2009- $393 million; 2010- $166 million; 2011~

$48 million; 2012- $1 million; and all years thereaftei$1 million. Amounts purcased under these agreements were $1,598 million,
$1,452 million and $991 million during the years ended Deceibe2007, 2006 and 2005, respectively. To the extent that the
Company does not purchase the contractual minimum amount of services, the Comapapgy the vendors the shortfall. The
Company believes that it will meet the contractual minimums through the normal course of business.

NOTE 15: CONTINGENCIES

In connection with certain service contracts, the Company may arrange a client sufppentEdg transactior CSFT') with a client
and an independent thighrty financial institution or its designee. Under CSFT arrangements, the financial institution finances the
purchase of certain Frelated assets and simultaneously leases those fssagte in connection with the service contract.

In a CSFT, all client contract payments are made directly to the financial institution providing the financing. Aftedeterpieed
monthly obligations to the financial institution are met, the remgiportion of the customer payment is made available to the
Company. If the client does not make the required payments under the service contract, under no circumstances doesthe Compar
have any obligation to acquire the underlying assets unless nampanfe under the service contract would permit its termination, or
the Company fails to comply with certain customary terms under the financing agreements, including, for example, ca@/enants th
Company has undertaken regarding the use of the assetsifintdreded purpose. The Company considers the likelihood of its
failure to comply with any of these terms to be remote. In the event of nonperformance under applicable contracts whiehmiould
their termination, the Company would have no additionaharemental performance risk with respect to the ownership of the assets,
because it would have owned or leased the same or substantially equivalent assets in order to fulfill its obligatitsisemober i
contracts. Performance under the Compasgvice contracts is generally measured by contract terms relating to project deadlines,
IT system deliverables or levef-effort measurements.

As of DecembeB1,2007, an aggregate of $76 million was outstanding under CSFTs yet to be paid by the Cewlary. The
Company believes it is in compliance with performance obligations under all service contracts for which there is a Flated CS
the ultimate liability, if any, incurred in connection with such financings will not have a material adffersen its consolidated
results of operations or financial position.

In the normal course of business, the Company may provide certain clients, principally governmental entities, with financial
performance guarantees, which are generally backed hgtstdetters of credit or surety bonds. In general, the Company would only
be liable for the amounts of these guarantees in the event that nonperformance by the Company permits terminatiotedf the rela
contract by the Compahg/client, which the Comparhelieves is remote. At Decemb#t, 2007, the Company had $568 million
outstanding standby letters of credit and surety bonds relating to these performance guarantees. The Company believes it is i
compliance with its performance obligations under allisergontracts for which there is a financial performance guarantee, and the
ultimate liability, if any, incurred in connection with these guarantees will not have a material adverse affect onlidaiEmhsesults

of operations or financial position. &ddition, the Company had $8 million of other financial guarantees outstanding at De8&mber
2007 relating to indebtedness of others.

The Company has received tax assessments from various taxing authorities and is currently at varying stagssefarmeg!

these matters. The Company has provided for the amounts it believes will ultimately result from those proceedings. B08nuary
the Company reached a final agreement with the Appeals Office of the Internal Revenue Service for all guissaegifor the

period 19992002 consistent with the Compaayax reserves as of DecemBér, 2007.
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Pending Litigation and Proceedings

On Decembet9, 2003, Sky Subscribers Services Limite83SL”) and British Sky Broadcasting Limitet §SkyB"), a former client

of the Company, served a draft pleading seeking redress for the Cospaged failure to perform pursuant to a contract between
the parties. Under applicable legal procedures, the Company responded to the allegationshBespjtertse, on Augukt, 2004,

SSSL and BSkyB issued and served upon the Company a pleading alleging the following damages, each presented as an alternati
cause of action: (Ijre-contract deceit in 2000 in the amounB820 million (approximately $88million); (2) pre-contract negligent
misrepresentation in 2000 in the amoun£®d27 million (approximately $250 million); ()eceit inducing the Letter of Agreement in
July 2001 in the amount @261 million (approximately $520 million); (4)egligentmisrepresentation inducing the Letter of

Agreement in Jul2001 in the amount &116 million (approximately $230 million); and (Bjeach of contract from 2000 through

2002 in the amount @101 million (approximately $200 million). On Novembk2, 2004 the Company filed its defense and
counterclaim denying the claims and seeking damages in the amdidnt anfillion (approximately $9.3 million). On Decemti,

2005, SSSL and BSkyB filed a Framended Particulars of Claim alleging the following damagékas alternative causes of action:

(1) pre-contract deceit in the amount££480 million (approximately $955 million); (Yre-contract negligent misrepresentation and
negligent misstatement in the amoun£480 million (approximately $955 million); J2leceit inducing the Letter of Agreement and
negligent misrepresentation inducing the Letter of Agreemeft 1B million (approximately $825 million); and (Bjeach of

contract in the amount &fL79 million (approximately $355 million). The principahttd reason for the increases in amount of
damages was that the claimants had taken the opportunitassess their alleged lost profits and increased costs to deliver the
project in light of the extended timetable they then required to complete gadivilre project that was the subject of the contract.
Claimants said then that they would furthelassess these alleged losses prior to trial. In 20017, the claimants served on EDS in
draft further amendments to the Particulars of Claim, and thiet Conditionally granted claimants request to amend. The claimants
have increased the damages claim still further, as followgré€lgontract deceit, negligent misrepresentation and negligent
misstatement in the sum £711.4 million (approximately $1 dillion); (2) deceit, negligent misrepresentation and negligent
misstatement inducing the Letter of Agreement in the suf/582.9 million (approximately $1.2 billion); and (B)each of contract in

the amount 0£160.3 million (approximately $320 millignThese heads of claim are still pleaded in the alternative. The principal
stated reason for the increases in the amount of damages is that the claimants say theashassett their alleged losses in the light

of expert witness evidence. Weeks laterd immediately prior to a hearing on M2, 2007, the claimants made further revisions to

the quantum of their damages claims, as followsp(&ontract deceit, negligent misrepresentation and negligent misstatement in
the sum o0£709.3 million (appraimately $1.4 billion); (2deceit, negligent misrepresentation and negligent misstatement inducing
the Letter of Agreement in the sum#&F23 million (approximately $1.0 billion); and (Byeach of contract remained unchanged in the
amount of£160.3 million (approximately $320 million). These heads of claim are still pleaded in the alternative. The stated reason fc
the revisions of the damages claims ingjl (2)above is that the claimants made arithmetical errors in the preceding amendments a
few weels earlier. A hearing was held on M2y, 2007 at which the court granted claimants leave to amend their pleaded case.
BSkyB has since made further amendments to points of detail in the particulars of claim, however the pleaded quantaimof the ¢
remainsunchanged. The dispute surrounds a contract the Company entered into with BSkyB in N@@fipethich was

terminated by the Company in Janudf03 for BSkyBs failure to pay its invoices. The contract had an initial total contract value of
approximatelye48 million which rose to just ovéi60 million during the term of the contract. The Company intends to defend against
these allegations vigorously. The trial for this matter commenced in O&@608&rand is scheduled to continue until the end of

May 2008 Although there can be no assurance as to the outcome of this matter, the Company does not believe it will have a mater
adverse impact on its consolidated results or financial position.

There are other various claims and pending actions againsbthpaDy arising in the ordinary course of its business. Certain of these
actions seek damages in significant amounts. The amount of the Cdmpalnijity for such claims and pending actions at
DecembeRBl, 2007 was not determinable. However, in the opigiomanagement, the ultimate liability, if any, resulting from such
claims and pending actions will not have a material adverse affect on the Cospamgolidated results of operations or financial
position.

NOTE 16: ACQUISITIONS

On NovembeB0, 2M7, the Company acquired a controlling interest (approximately 93%) in Saber Government Solutions, a provide
of software products and services to U.S. state and local governments. The cash purchase price of the interest amfoeasdd, net
acquired, waapproximately $423 million. The consolidated statements of income include the results of the acquired business since
the date of acquisition. The preliminary purchase price allocation is as follows: accounts reeebddbimrillion; property and
equipmen— $3 million; deferred contract costsb20 million; goodwill and other intangibles$463 million; deferred income taxes

$34 million; accounts payable and accrued liabili#i&i8 million; deferred revenue$22 million and longerm debt $5 million. In
connection with the acquisition, the Company recorded-gapreharge of $6 million related to the writéf of acquired inprocess

research and development (see Note 19). The preliminary purchase price allocation may change upon compleatratbthef
acquired assets and assumed liabilities of the business. Factors contributing to a purchase price that resulted imo&gogditidl
included the domestic and international growth potential in the state and local areas
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of voter registration, election management, public retirement programs, human services, public health services, motor vehicle
registration and unemployment insurance, and an effective, assembled management team with an ability to successfully deploy

software ad services in such areasommencing Novemb&0, 2010, and continuing annually thereafter{H@) Company may require Salseminority
shareholders to sell their minority interest to the Company, aritit(iy Company has not exercised its right tquae such minority interest, Sabeminority
shareholders may require the Company to purchase their minority interest, at a price based on fair value; provideththay timéemest will be acquired by the

Company prior to Novemb@0, 2010 upon theccurrence of certain eventsHad the Company completed the acquisition as of the earliest date
presented, results of operations on a pro forma basis would not have been materially different from actual results.

On June&26, 2007, the Company acquiredlR Software Private Limited, a software testing company based in Bangalore, India. The
cash purchase price of RelQ, net of cash acquired, was approximately $37 million. The acquisition of RelQ enhances tfis Compan
global applications testing, validatiamd verification, and quality assurance services. The consolidated statements of income include
the results of the acquired business since the date of acquisition. The preliminary purchase price allocation is asdoliowsgs:
receivable- $9 million; prepaids and other current assefl million; property and equipment$2 million; goodwill— $23 million;

other intangibles- $9 million; and other liabilities- $7 million. The preliminary purchase price allocation may change upon

completion of thevaluatiors of acquired assets and assumed liabilities of the business. Factors contributing to a purchase price that
resulted in recognition of goodwill included projections of the operating results of the acquired business and theaabiityrae

the Gmpanys growth in the applications services market. Had the Company completed the acquisition as of the earliest date
presented, results of operations on a pro forma basis would not have been materially different from actual results.

On June20, 2006, he Company acquired a controlling interest (approximately 51%) in MphasiS Limited, an applications and
business process outsourcing services company based in Bangalore, India. The cash purchase price of the controliiegdnterest,
cash acquired, was3%$2 million. The acquisition of MphasiS enhances the Conigarapabilities in priority growth areas of
applications development and business process outsourcing services. The consolidated statements of income includ# the results
acquired businessnee the date of acquisition. The purchase price allocation is as follows: accounts reeeBblaillion; other
current assets $14 million; property and equipmeni$27 million; goodwill— $352 million; other intangibles $47 million; current
liabilities — $34 million; deferred tax liabilities $29 million and minority interest $70 million. Factors contributing to a purchase
price that resulted in recognition of goodwill included the Comfmagd MphasiS managemenprojections of operating rdtiof

the acquired business, and the ability to accelerate the Cotsggowth in the applications and business process outsourcing
services markets. Had the Company completed the acquisition as of the earliest date presented, results of opepadidmsren a
basis would not have been materially different from actual historical results. 12QQy the Company completed the merger of its
wholly owned Indian subsidiary into MphasiS which increased the Corrpamnership interest in MphasiS to appnoately 61%,
resulting in an increase in goodwill and other intangibles of approximately $10 million, minority interest of approxitatélpf,

and a decrease in deferred income taxes of $2 million.

On May19, 2005, the Company purchased the outstanding minority interest in its Australian subsidiary for a cash purchase price of
approximately $135 million. The transaction was accounted for as an acquisition by the Company, and the excess camyithg value
minority interest liability over the purchase price paid was allocated as a reduction to property and egufigh®mnillion; deferred
contract costs $(2) million; and other intangible asset$(3) million.

On Marchl, 2005, the Company and Towé&arrin entered into a joint venture whereby Towers Perrin contributed cash and its
pension, health and welfare administration services business and the Company contributed cash and its payroll andarlated hum
resources“HR”) outsourcing business to awm company, known as ExcellerateHRO LLP. Upon closing of the transaction, Towers
Perrin received $417 million in cash and a 15% minority interest, representing total consideration paid by the Compaang to Tow
Perrin, and the Company received an 85% istarethe new company. The acquisition enabled the Company to offer a
comprehensive set of HR outsourcing solutions across the core areas of benefits, payroll, compensation management, workforce
administration and relocation, recruitment and staffing,\aoikforce development. The consolidated statements of income include
the results of the acquired business since the date of acquisition. The transaction was accounted for as an acqeisionganth

with the purchase price being allocated as follgwreperty and equipmenrt$19 million; other intangibles $41 million; goodwill—

$423 million; other assets$5 million; accrued expenses$4 million; and minority interest $67 million. Factors contributing to a
purchase price that resulted in recaigm of goodwill included the Compats/and its advisotgrojections of operating results of the
new company, the ability to accelerate the Compagyowth in the HR outsourcing market and the competitive differentiation

offered by the relationship withowers Perrin. Towers Perrin may require the Company to purchase its minority interest in the joint
venture at any time after Mardh 2010, or prior to that date upon the occurrence of certain events (including the breach by the
Company of certain transan related agreements, the failure of the joint venture to achieve certain financial results or certain event:
related to the Company), at a price based on the fair market value of such interest, with a minimum purchase prich®gsiet on t
ventureés annual revenue. In addition, the Company may require Towers Perrin to sell its minority interest in the joint venture to the
Company at any time after Mardh 2012, or prior to that date upon the occurrence of certain events (including the breach sy Towe
Perrin of certain transaction related agreements or certain events
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related to Towers Perrin), at a price based on the fair market value of such interest, with a minimum purchase pricénddsied on
ventures annual revenue. Had the Qmany completed the acquisition as of the earliest date presented, results of operations on a pro
forma basis would not have been materially different from actual historical results.

NOTE 17: DISCONTINUED OPERATIONS

Loss from discontinued operationglindes the results of the CompasA.T. Kearney subsidiary which was sold in Jan 2096

and the maintenance, repair and operations (MRO) management services business which was sol@ 00 Mdass from

discontinued operations also includes variadjsstments to gains and losses associated with sales of certain businesses classified as
discontinued operations in prior years. Proceeds from the sale of A.T. Kearney includgeaa faifbmissory note from the buyer

valued at $52 million. The Company edeed a $52 million payment from the buyer in 2007 to satisfy this note. Under the terms of
the MRO sale agreement and related customer contract amendments, the Company retained accounts receivable and certain othe
assets of the business but transferhedtangible assets related to the MRO business to the buyer. The Company provided the buyer
and a major customer with certain services during a transition period which extended until the end of 2007. The Corhpaay will

no continuing involvement in opdians of the MRO management services business beyond the transition period. The MRO business
was previously included in the CompasyA.T. Kearney segment. No interest expense has been allocated to discontinued operations
for any of the periods presented.

Following is a summary of loss from discontinued operations for the years ended De8&n#i7, 2006 and 2005 (in millions):

2007 2006 2005
Revenues $ 193 69 $ 78C
Costs and expenses 21 12% 84¢
Operating loss (20 (54) (66)
Other income (expense) — — 2
Net loss (2) (2) (110
Loss from discontinued operations before income taxes (22 (59 (179
Income tax benefit 9 26 38
Loss from discontinued operations, net of income taxes $ (13) $ 29 $ (136)

A.T. Kearneys results for the year ended Decentbier2005 include a pr&ax impairment charge of $118 million to wrdewn the

carying value of its longived assets, including tradename intangible, to estimated fair value less cost to sell. The impairment charge
is partially offset by the recognition of $8 million previously unrecognized tax assets that were expected to besealiesdlt of

the sale.

NOTE 18: SUPPLEMENTARY FINANCIAL INFORMATION

Following is supplemental financial information for the years ended Decedith@007, 2006 and 2005 (millions):

2007 2006 2005
Property and equipment depreciation (including capital leases) $ 784 $ 761 $ 831
Intangible asset and other amortization 462 401 37¢
Deferred cost amortization and charges 19t 17t 17t
Cash paid for:
Income taxes, net of refunds 13€ 447 37¢
Interest 23C 23t 23z

The Company acquired $398 million, $185 million and $160 million of equipment and facilities utilizing capital leases 02607
and 2005, respectively.
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NOTE 19: OTHER OPERATING (INCOME) EXPENSE

Following is a summary of other operating (income) expense for the years ended De2En20€7, 2006 and 2005 (in millions):

2007 2006 2005

Restructuring costs, net of reversals $ 4 $ @ $ 68

Early retirement offer 154 — —

Acquired inprocess R&D 6 — =
Pretax loss (gain) on disposal of businesses:

Global Field Services — 23 —

European wireless clearing — — (93

U.S. wireless clearing — 2) —

Other — — (1)

Total $ 15¢ $ 15 $ (26)

During 2007, the Company announced an early retirement 6E®RJ') for approximately 12,000 U.S. employees. Approximately
2,400 employees accepted the offer which provided enhanced retiteamexfits payable through normal payment options under the
EDS Retirement Plan. In connection with the ERO, the Company incurred incremental expense of approximately $154 million,
substantially all of which is attributable to enhanced benefits undefiBeRetirement Plan. Because substantially all of the ERO
cash expenditures will be funded from the EDS Retirement Plan assets, the Company does not expect the ERO to result in any
material cash expenditures based on the current funded status of that plan.

During 2006, the Company sold its Global Field Servi¢€&S') business in Europe which resulted in a-faoeloss of $23 million.
During 2005, the Company sold its European wireless clearing business which resultedtaxaypne of $93 million. Irconnection

with the sale, the Company recognized a $32 miNialuationallowance related to deferred tax assets in certain European countries
that may no longer be recoverable as a result of the sale. Net assets of the business included goodwillioh $ibamet results of
GFS and the European wireless clearing business are not included in discontinued operations due to thesGarapahy

continuing involvement with the businesses.
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NOTE 20: QUARTERLY FINANCIAL DATA (UNAUDITED)
(in millions, except per share amounts)

Year Ended December31,2007

First Second Third Fourth
Quarter(1)(3) Quarter(1) Quarter(1)(3) Quarter(1)(2) Year(1)(2)(3)

Revenues $ 5,22¢ $ 544¢ $ 562¢ $ 583: $ 22,13
Gross profit from operations 701 71¢ 83¢ 94( 3,19¢
Other operating (income) expense — (@) — 157 15€
Income from continuing operations 16& 144 22t 19t 72¢
Loss from discontinued operations (@) (6) — (6) (13
Net income 164 13€ 22¢ 18¢ 71€
Basic earnings per share of common stoc

Income from continuing operations  $ 03z $ 0.2¢ $ 044 $ 0.3¢ $ 1.42

Net income 0.32 0.27 0.44 0.37 1.4C
Diluted earnings per share of common st

Income from continuing operations  $ 031 $ 027 $ 04z $ 037 $ 1.37

Net income 0.31 0.2¢ 0.4z 0.3¢ 1.3
Cash dividends per share of common sto 0.0t 0.0t 0.0t 0.0t 0.2C

Year Ended December31,2006
First Second Third Fourth
Quarter Quarter Quarter(1) Quarter(1) Year

Revenues $ 5,07¢ $ 519¢ $ 529: $ 570 $  21,26¢
Gross profit from operations 527 627 667 86¢ 2,68¢
Other operating (income) expense (@) (4) (D) 21 15
Income from continuing operations 33 10¢ 13C 227 49¢
Loss from discontinued operations 9 (5) (5) (10) (29
Net income 24 104 12t 217 47C
Basic earnings per share of common stocl

Income from continuing operations  $ 0.0¢ $ 0.21 $ 0.2 $ 044 $ 0.9¢

Net income 0.0t 0.2C 0.24 0.4z 0.91
Diluted earnings per share of common sto

Income from continuing operations $ 0.06 $ 021 $ 0.28 $ 04z $ 0.94

Net income 0.0t 0.2C 0.24 0.4C 0.8¢
Cash dividends per share of common stoc 0.0t 0.0t 0.0t 0.0t 0.2C

(1) The Company has contingently convertible debt that is excluded from the computation of diluted earnings per share whe
the result is atidilutive. If the result is dilutive, income from continuing operations, net income and wemldeae
shares outstanding are adjusted as if conversion took place on the first day of the reporting period. The effect of this debt
was dilutive in the thit and fourth quarters of 2006, and in each quarter and for the year ended Dec&mBen7.

(2) The Company incurred incremental net periodic pension costs of approximately $154 million ($95 million net of tax) in
the fourth quarter of 2007 relatead an early retirement offer.

(3) The Company recognized revenues of $100 million in the first quarter of 2007 and $125 million in the third quarter of
2007 related to the termination of its services contract with Verizon.
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EXHIBIT 99.3

UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED
FINANCIAL STATEMENTS

The following unaudited pro forma condensed combined consolidated balance sheet a31of20B and the unaudited pro
forma condensed combined consolidated statés of earnings for the nine months ended 30Jy2008 and for the fiscal year ended
October31, 2007 are based on the historical financial statements of H&alelktard Company HP") and Electronic Data Systems
Corporation {(EDS’) after giving effecto the acquisition of EDS by HP and the issuance of commercial paper to finance the
acquisition, and after applying the assumptions, reclassifications and adjustments described in the accompanying notes to the
unaudited pro forma condensed combined codatdd financial statements. The acquisition was completed on A26uUa908.

The unaudited pro forma condensed combined consolidated financial statements have been prepared by HP for illustrative
purposes only and reflect preliminary estimates and g#sums based on information available at the time of the preparation,
including preliminary fair value estimates of the intangible assets acquired and net liabilities assumed as discuss€debelow.
unaudited pro forma condensed combined consolidateddimastatements are not intended to represent or be indicative of the
consolidated results of operations or financial condition of HP that would have been reported had the acquisition béet aodhple
the commercial paper issued as of the dates presanteshould not be taken as representative of the future consolidated results of
operations or financial condition of HPThe unaudited pro forma condensed combined consolidated financial statements do not
reflect any operating efficiencies and/or castings that HP may achieve with respect to the combined companies nor do they include
the effects of any refinancing of the commercial paper issued to finance the acquisition.

HP and EDS have different fiscal year endscordingly, the unaudited prorima condensed combined consolidated balance
sheet as of Julgl, 2008 combines HP historical unaudited consolidated condensed balance sheet as3ff, 28 and EDS
historical unaudited condensed consolidated balance sheet as 80J20€8 and ipresented as if the acquisition of EDS and the
commercial paper issuance had occurred on3UlR008. The unaudited pro forma condensed combined consolidated statement of
earnings for the nine months ended Rily 2008 combines the unaudited historfeslults of HP for the nine months ended Bily
2008 and the unaudited historical results of EDS for the nine months ende2D,)20€8. The unaudited pro forma condensed
combined consolidated statement of earnings for the fiscal year ended Cdtdh@#d7 combines the historical results of HP for the
year ended Octob&l, 2007 and the historical results of EDS for the twelve months ended Sepg@np@d7. The unaudited pro
forma condensed combined consolidated statements of earnings are prasdtes acquisition and commercial paper issuance had
occurred on Novembdr, 2006.

The acquisition has been accounted for under the purchase method of accounting in accordance with Statement of Financial
Accounting Standards N@41, Business Combiriahs. Accordingly, the total estimated purchase price, calculated as described in
Note 1 to these unaudited pro forma condensed combined consolidated financial statements, has been allocated on das&diminary
to intangible assets acquired and ndiilifes assumed in connection with the acquisition based on their estimated fair values as of the
completion of the acquisitionThese allocations reflect various preliminary estimates and analyses, including preliminary work
performed by thiregpbartyvaluationspecialists, and are subject to change during the purchase price allocation period (generally one
year from the acquisition date) ealuatiors are finalized.

HP has approved plans to terminate certain employees, vacate certain facilities eadaimifctivities of HP and EDSAs
described in Note 4 to these unaudited pro forma condensed combined consolidated financial statements, certain pro forma
adjustments have been included in the unaudited pro forma condensed combined consolidaddstataneents for severance costs
relating to terminating these employees, costs of vacating these facilities, and other costs associated with exitiingtibese ac




The unaudited pro forma condensed combined consolidated financial statements should be read in conjunctian with HP
historical consolidated financial statements and accompanying notes containeéd indRal Report on ForhO-K for its fiscal year
endedOctober31, 2007 and Quarterly Report on FotkQ for its quarter ended JuBA, 2008 and EDS historical consolidated
financial statements and accompanying notes contained insE®®ual Report on ForhO-K for its fiscal year ended Decemtst,
2007 and Quarterly Report on Fort0-Q for its quarter ended JuB@®, 2008, which are included as Exhibits 99.2 and 99.1,
respectively, to this For@K/A.




HEWLETT-PACKARD COMPANY AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATEDA_ANCE SHEET
As of July 31, 2008

Historical
July 31,2008 June 30,2008 Pro Forma Pro Forma
In millions HP EDS (1) Adjustments Combined
ASSETS
Current assets:
Cash and cash equivalents $ 14,78. $ 3,10 $ (2,73) a $ 15,15¢
Accounts and financing receivables 16,34¢ 3,86: 99 b 20,11:
Inventory 8,16( 162 — 8,32
Other current assets 11,74 2,08¢ (27C) c,d,e 13,66
Total current assets 51,03¢ 9,21: (3,000 57,24¢
Property, plant and equipment 7,971 3,02¢ 25C f 11,24¢
Long-term financing receivables and other assets 10,30¢ 1,92 (1,130 c,d,g,h 11,09¢
Goodwill 22,59¢ 5,15¢ 4,31¢ i 32,07¢
Purchased intangible assets 3,98: 341 4,207 |j 8,53(
Total assets $ 95,89: $ 19,66: $ 4,64¢ $ 120,20:
LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Notes payable and shdadrm borrowings $ 3,591 % 16C $ 9,93¢ a $ 13,69(
Accounts payable 14,02: 737 — 14,75¢
Employee compensation and benefits 3,20¢ 787 — 3,99¢
Taxes on earnings 80¢ 91 27 d 924
Deferred revenue 5,66¢ 961 (370 c 6,25¢
Other accrued liabilities 14,61: 1,951 1,60z Kkl 18,16¢
Total current liabilities 41,90( 4,68’ 11,19¢ 57,78¢
Long-term debt 6,62¢ 3,06¢ 57 m 9,75¢
Other liabilities 8,871 2,081 3,16: c,d,g.kr 14,11t
Total stockholdersequity 38,49! 9,82t (9,779 o 38,541
Total liabilities and stockholdergquity $ 95,89: $ 19,66: $ 4,64t $ 120,20:

(1) Certain reclassifications were made to conform tosHihancial statement presentation.
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HEWLETT-PACKARD COMPANY AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENT OF EARNINGS

For the Nine Months Ended July 31, 2008

Historical
Nine months ended
July 31,2008 June 30,2008 Pro Forma

In millions, exceptper shareamounts HP EDS (1) Adjustments
Net revenue:

Products $ 67,86¢ — 3 —

Services 16,61¢ 16,82( 79

Financing income 27¢€ 14 —

Total net revenue 84,76 16,83¢ 79
Costs and expenses:

Cost of products 51,09: — =

Cost of services 12,67¢ 14,54 (114

Financing interest 244 — —

Research and development 2,701 — —

Selling, general and administrative 9,65¢ 1,43¢ (29)

Amortization of purchased intangible assets 63C 52 552

In-process research and development charg 13 6 —

Restructuring charges 19 151 —

Pension curtailments and settlements, net — (9) =

Total operating expenses 77,02¢ 16,177 41C
Earnings from operations 7,732 657 (589
Interest and other, net 98 (17) (167)
Earnings before taxes 7,83( 64C (75€)
Provision for taxes 1,61° 22° (251)
Net earnings (2) $ 6,217 417 $ (505)
Net earnings per share (2):

Basic $ 2.4¢ 0.82

Diluted $ 2.41] 0.8C
Weightedaverage shares used to compute net

earnings per share:

Basic 2,49 50¢

Diluted 2,57 521

Pro Forma
Combined

$ 67,86¢
33,26(
29C

101,41¢

51,09:
27,10¢
244
2,701
11,06(
1,23¢
19

17¢
©

93,61¢
7,80¢
(86)

7,71¢
1,58t

$ 6,12¢

$ 2.4¢
$ 2.37

2,49
2,58t

(1) Certain reclassifications were made to conform tosHihancial statement presentation.
(2) Net earnings and net earnings per share are presented before discontinued operations.
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HEWLETT-PACKARD COMPANY AND SUBSIDIARIES®
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENT OF EARNINGS
For the Year Ended October 31,2007

Historical
For the year ended
October 31,2007 September30, 2007 Pro Forma Pro Forma
In millions, exceptper shareamounts HP EDS (1) Adjustments Combined
Net revenue:
Products $ 84,22¢ % — $ — $ 84,22¢
Services 19,69¢ 22,00¢ (132) p 41,57
Financing income 35¢ 18 37¢€
Total net revenue 104,28t 22,02« (132) 126,17t
Costs and expenses:
Cost of products 63,43: — — 63,43¢
Cost of services 15,16 18,88: (48 fp,q 33,99°
Financing interest 28¢ — — 28¢
Research and development 3,611 — — 3,611
Selling, general and administrative 12,22¢ 1,90t 3 fq 14,12¢
Amortization of purchased intangiblt
assets 783 32 764 1,57¢
In-process research and developme
charges 19C — — 19C
Restructuring charges 387 (3 — 384
Pension curtailments and settlemen
net (517) (62) — (579
Total operating expenses 95,567 20,75¢ 713 117,03
Earnings from operations 8,71¢ 1,27(¢ (845) 9,14«
Interest and other, net 45¢ (97) (229 r 13¢
Earnings before taxes 9,17 1,17: (2,069 9,28:
Provision for taxes 1,91 412 (35)) s 1,97¢
Net earnings (2) $ 7,26¢  $ 761 $ (7179) $ 7,30¢
Net earnings per share (2):
Basic $ 27¢ % 1.4¢ $ 2.7¢
Diluted $ 268 $ 1.42 $ 2.6¢
Weightedaverage shares used to
compute net earnings per share:
Basic 2,63( 514 2,63(
Diluted 2,71¢ 53€ 2,72¢

(1) Certain reclassifications were made to conform tosHiPancial statement presentation.
(2) Net earnings and net earnings per share are presented before discontinued operations.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Basis of Pro Forma Presentation

On August26, 2008, HP completed its acquisition of EDS, and EDS became a wholly owned subsidiary of HP. The total
estimated purchase price of the acquisition is as follows (in millions except per share amounts):

Acquisition of approximately 507 million sharesaftstanding common stock of EDS at $25 per share in ca

$ 12,67(
Estimated fair value of stock options and restricted stock units assumed and converted 32¢
Estimated direct transaction costs 43
Total estimated purchase price $ 13,04

In connection with the acquisition, HP assumed options to purchase approximately 8 million shares of EDS common stock at
weightedaverage exercise price of approximately $50 per shBEeeh assumed option was converted into an option to purchase HP
conmon stock based on a conversion ratio of 0.5519, which was calculated as the consideration price of $25 paid by HP for each
outstanding share of EDS common stock divided by the average closing price of HP stock on the New York Stock Exchange for the
five trading days ending two days prior to the Aug2&t2008 closing date of the acquisitiomhe fair value of the outstanding
options was determined using a Blg@&holesvaluationmodel with the following weightedverage assumptionsiolatility of
25.51% weighted average riskee rate of 2.2%, weighted average expected life of 1.9 years and dividend yield ofl9F7 &tso
assumed and convertedbutstanding EDS restricted stock units into approximately 11 million HP restricted stock units baseshomethe
conversion ratio of 0.5519The fair value of the restricted stock units was determined based on the fair value of the underlying
shares. The fair value of the unearned options and restricted stock units will be recorded as operating expensigluriaesbasis
over the remaining service periods, while the fair value of the earned awards is included in the total purchase price.

Under the purchase method of accounting, the total purchase price will be allocatedsm&D&ngible and intarige assets
based on their estimated fair values as of the Aufs2008 closing date of the acquisitiolhe excess of the purchase price over
the net tangible and intangible assets will be recorded as goodi¥illhas made a preliminary allocatiortloé estimated purchase
price using estimates as described in the introduction to these unaudited pro forma condensed combined consolidated financial
statements as follows (in millions):

Cash and short term investments $ 3,03«
Other tangible assets 8,87¢
Notes payable and debt (3,299)
Deferred revenue (785)
Net deferred tax liabilities (88€)
Other liabilities assumed (8,347%)
Total net tangible liabilities $ (1,400
Amortizable intangible assets:
Customer contracts and related relationships 3,19¢
Developed technology and trade name 1,34¢
Goodwill 9,86:
In-process research and development 30
Total preliminary estimated purchase price allocation $ 13,04:




NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Of the total purchase price, a preliminary estimate of approximately $4.5 billion has been allocated to amptéinglike
assets acquired and a preliminary estimate of approximately $1.4 billion has been allocated to net liabilities assumeetion con
with the acquisition. The depreciation and amortization effect of the fair value adjustment to certaineaaggbts and the
amortization related to the amortizable intangible assets are reflected as pro forma adjustments to the unauditedqrdenseh ¢
combined consolidated statements of earnings as described in Note 4 to these unaudited pro formed condened consolidated
financial statements.

In-process research and development charges relate to amounts assigned to tangible and intangible assets to be used in re:
and development projects that have no alternative future use and therefdrargeel ¢o expense at the acquisition
date. Accordingly, the portion of the purchase price allocated{oratess research and development was charged to expensesin HP
fiscal quarter ended Octob®t, 2008. Due to its norrecurring nature, this #process research and development expense has been
excluded from the unaudited pro forma condensed combined consolidated statement of earnings.

HP has evaluated and continues to evaluat@gpgeisition contingencies relating to EDS that existed as of thasiomn
date. If these preacquisition contingencies become probable in nature and estimable during the remainder of the purchase price
allocation period, amounts may be recorded to goodwill for such matfatsese preacquisition contingencies becemrobable in
nature and estimable after the end of the purchase price allocation period, amounts may be recorded for such nmattesltstéP
operations.

Note 2: Financing Activities

In August2008, HP issued approximately $9.9 billion of comered paper under its existing commercial paper programs to
fund the acquisition of EDSAs of the original issuance date, the average maturities of the commercial paper was approximately 30
days with a weighted average vyield of 2.25%P may replace soenof the commercial paper with issuances of term debt securities.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Note 3: Reclassifications

Certain reclassifications have been made to confdd® & historical amounts to H® presentation.These adjustments
primarily relate to reclassifying VAT receivables from other accrued liabilities to other current assets, reclassifyingofeveare
assets from intangible assets to property, plant gongment, reclassifying the lortgrm portion of deferred revenue to other
liabilities and reclassifying the sherm portion of deferred costs to other current assets.

Note 4: Pro Forma Adjustments

The pro forma adjustments included in the unaudited pro forma condensed combined consolidated financial statements are «
follows:

(a) To record the following adjustments to cash and cash equivalents (in millions):
Proeeds from the issuance of commercial paper $ 9,93¢
Cash paid for EDS common stock (12,670
Total adjustments to cash and cash equivalents $ (2,73))
(b) To record the difference between the preliminary estimated fair value and the historical amount of accounts and

financing receivablesThe preliminary estimated fair value includes a reserve for the collectibility of receivables based on the facts
and crcumstances known at the date of the acquisition.

(© To record the difference between the preliminary estimated fair value and the historical amount of deferred revenue
and deferred costs of EDS (in millions):

Writedown of shortterm portion of deferred revenue $ (370
Writedown of longterm portion of deferred revenue (Other liabilities) $ (387)
Writedown of shorterm portion of deferred costs (Other current assets) $ (14%)
Writedown of longterm portion deferred costs (Lotgrm financing receivables and other assets) $ (284)

Deferred revenue and deferred costs relate to service contracts assumed in connection with the acquisition. Theofvritedown
deferred revenue consists of amounts in excess of the preliminary estimated fair value. The preliminary estimatedfair value
deferred revenue includes primarily prepayments for services to be provided in the future. The writedown of deferetateosis r
corresponding deferred revenue writedowns. The remaining deferred costs relate to constructienpeactisétes under existing
contracts for which payment has not yet been received.

(d) To record tax adjustents related to the acquisition (in millions):
Net increase in shoterm deferred tax assets (Other current assets) $ 32
Net decrease in loaggrm deferred tax assets (Letegm financing receivables and other assets) (274
Net increase in shoterm deferred tax liabilities and income taxes payable (Taxes on earnings) 27
Net increase in longerm deferred tax liabilities (Other liabilities) 1,63
Net increase in deferred tax liabilities $ 1,90¢

Net deferred tax liabilities include primarily provisions made related to outside basis differences of foreign subbitiaries t
not intended to be indefinitely reinvested and temporary differences related to purchased intangibléneasditson,the balance
represents tax effects of fair value adjustments related to tangible assets and liabiptiesfinalization of the combined compaay
legal entity structure, additional adjustments to deferred taxes may be required.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(e) To record the difference between the preliminary estimated fair value and the historical amount of certain other
current asets of EDS.

()] To record the difference between the preliminary estimated fair value and the historical amountsobfepé&ty,
plant and equipment and the resulting change in depreciation expense (in millions):
Changein
depreciation Changein
Historical Preliminary nine months depreciation
amount, estimate ended year ended Useful
net fair value Increase July 31,2008 October 31,2007 life
Land $ 61 $ 11C $ 43 $ — 3 — n/a
Buildings, machinery and
equipmen 2,967 3,16¢ 201 84 112 2-8
Total property, plant
and equipment $ 3,02¢ $ 3,27¢ $ 25( $ 84 $ 112
Included in cost of
services $ 83 $ 111
Included in selling,
general and
administrative 1 1
$ 84 $ 112
(9) To record adjustments to reflect the preliminary estimated fair values dsEi@8sion plans (in millions):
Reduction in net pension assetsver funded plans (Lonterm financing receivables and other assets) $ (514
Increase in netgdsion liabilities—under funded plans (Other liabilities) $ 1,26¢

HP assumed responsibility for EBSpersion and other posttirement benefit plans and remeasured the funded status of these
plans at the close of the acquisitiomhe funded status reflects the fair market value of plan assets and plan obligations and was
calculated using discount rates eeffive of current investment yields of highality, fixedincome investments commensurate with
the benefits maturity period.

(h) To record the difference between the preliminary estimated fair value and the historical amount of ceftaimlong
financing receivables and other assets of EDS.
® To eliminate EDSs historical goodwill and record the preliminary estimated fair value of goodwill for the acquisition
(in millions):
Preliminary
Historical estimatedfair
amount value Increase
Goodwill $ 5,15¢ $ 9,47¢ $ 4,31¢

Gooduwill represents the excess of the purchase price of an acquired business over the fair value of the underlyinkg net tangib
and intangible assetsgGoodwill amounts are not amortized thbather are tested for impairment at least annually. In the event that HP
determines that the value of goodwill has become impaired, HP will incur an accounting charge for the amount of impéaimgent du
the fiscal quarter in which such determination exie




NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

)] To record the difference between the preliminary estimated fair value and the historical amountsohEDSible
assets and the resulting increase in amortization expense (in millions):

Changein Changein
Preliminary amortization amortization
estimatedfair nine months ended year ended Useful life
value July 31,2008 October 31,2007 (years)
Customer contracts and related
relationships $ 3,19¢ $ 30C $ 40C 8
Developed technology and trade
name 1,34¢ 252 364 uptot
$ 4,54¢ $ 552 $ 764
Less EDS historical balance (341)
$ 4,20

Customer contracts and related relationships represent existing contracts that relate primarily to underlying customer
relationships. The preliminary estimated fair value of the customer contracts and related relationships represents the sum of the
presenvalue of the expected cash flows attributable to those customer relation$hipgash flows were determined from the
revenue and profit forecasts associated with existing contracts and renewals, as wetlresaattdgrowth opportunities that are
expected to be generated from these customer relationshiPsexpects to amortize the fair value of these assets on a stiraéght
basis over a weightealverage estimated life of eight years.

The developed technology and trade name assets include phteitess processes and tools, proprietary business methods
and the EDS family brandEDS s technology can be leveraged to assist and improve existing seriiPesxpects to amortize the
developed technology and trade name assets on a siiaghass up to an estimated life of five years.

(k) To record adjustments to reflect preliminary estimated restructuring liabilities (in millions):
Shortterm restructuring (Other accrued liabilities) $ 1,14¢
Long-term restructuring (Other liabilities) 61¢
$ 1,764

HP has approved plans to terminate certain employees, vacate certain facilities and exit certain activities of HP and
EDS. Approximately $1.6 billion was recorded to goodwill for severance costs related to terminating EDS employees, costs of
vacating EDS facilities (leased or owned), and other costs associated with exiting activities dhEdfition, HP recorded a
restricturing charge of approximately $0.2 billion during its fiscal quarter ended O&ab2008 for severance costs related to
terminating HP employees, costs of vacating HP facilities (leased or owned), and other costs associated with exigaghctiviti
HP. A pro forma adjustment of $1.8 billion relating to these restructuring activities has been included as a liability indiedina
pro forma condensed combined consolidated balance sheet as &1 J2008. No adjustment relating to the $0.2 bilief HP
restructuring charges has been included in the unaudited pro forma condensed combined consolidated statements otedheings sin
costs associated with these restructuring activities argammring in nature.HP estimates that these restruictg activities will
result in aggregate cash expenditures of approximately $1.8 billithalso expects to incur approximately $0.3 billion of
restructuring charges in future quarters that have not been reflected in these unaudited pro forma cemdeingseldconsolidated
financial statements. These estimates are subject to change based furtHEr assessments.

0] To record the difference between the preliminary estimated fair value and the historical anceuatimiother
accrued liabilities of EDS.This adjustment to other accrued liabilities includes$Hieliminary estimate of an additional amount
expected to be recorded during the purchase price allocation period as an adjustment to goodwill re¢aitaig fweacquisition
loss contingencies that were deemed probable and estimable as of the completion of the acquigtemount is subject to change
to the extent that additional information affecting’lBetermination of the amount of the estiad loss as of the completion of the
acquisition becomes available during the purchase price allocation period.

(m) To record the difference between the preliminary estimated fair value and the historical amountsab&dpt®rm
debt.

(n) To record the difference between the preliminary estimated fair value and the historical amount of certals of EDS
other longterm liabilities.

(0) To record the followig adjustments to stockholdeegjuity (in millions):

To record the preliminary estimated fair value of the EDS stock awards assumed and converted
acquisition $ 32¢



To record the estimated charges related to the HP restructuring plan

To record the preliminary estimated fair value epinocess research and development
To eliminate accumulated other comprehensive income related tspBSsion plans
To eliminate EDSs remaining historical stockholdéesquity

(P)

(246)
(30)
(159)
(9,666)

$

(9,779

To eliminate transactions between HP and EDS for the historical periods presented.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Q) To reflect the reduction in estimated stdzksed compensation expense related to the unearned portion of EDS stock
options and restricted stock units assumed and converted in connection with the acquisition usaigthkne amortization
method over the remaining vesting periods:

Nine months endedJuly 31,2008

Stock-based
compensation
Historical expensebased
stock-based upon preliminary Decreasdn stock-based
(In_millions) compensation fair values compensationexpense
Cost of services $ 32 $ 14 $ (18
Selling general and administrative 73 44 (29)
Total stockbased compensation $ 108 $ 58 $ (47)
Year endedOctober 31,2007
Stock-based
compensation
Historical expensebased
stock-based upon preliminary Decreasein stock-based
(In _millions) compensation fair values compensationexpense
Cost of services $ 56 $ 29 $ (27)
Selling general and administrative 93 8¢ (4)
Total stockbased compensation $ 14¢  $ 11€  $ (31)

HP assumed all of EDS equity plans including the rights, terms and conditions of the plans under which the stock awards
were originally granted. These rights, terms and conditions inclpdevésion for accelerated vesting of unvested stock awards for
eligible employees (generally, such provision applies to any EDS employee with stock awards who is involuntarily terfiteinated a
the closing date of the acquisition).

(n To record interest expense associated with the issuance of commercial paper to finance the acquisition.
Increasein interest Increasein interest
Estimated weighted expense expense
QOutstanding averageeffective nine months ended year ended
(In_millions) amount annual interest rate July 31,2008 October 31,2007

Interest expense associated with
issuance of commercial paper

$ 9,93¢ 22"% $ 167 $ 22¢

Interest expense on commercial paper outstanding reflected in the unaudited pro forma condensed combined consolidated
statements of operations and in the table above assumes constant interest rates and principal amounts equal to stedashait exi
the date of issuanceThe unaudited pro forma condensed combined consolidated statements of operations and the table above do r
reflect any reductions in interest expense that may result from repaymentssafdtfimercial paper borrowings or any changes i
interest rates that may result from the refinancing of those borrowings.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(s) To record the pro forma income tax impact at the weightestage estimated income tax rates applicable to the
jurisdictions in which the pro forma adjustments are expected to be recorded. The pro forma combined provision for e&£ome tax
does not reflecthe amounts that would have resulted had HP and EDS filed consolidated income tax returns during the periods
presented.

Nine months ended Year ended
(In millions) July 31, 2008 October 31,2007

Total pro forma adjustments recorded to decrease income before provisio
income taxes in the unaudited pro forma condensed combined consolic
statements of earnings $ (756) $ (1,06¢)

Estimated provision for income taxes rates applicable to pro forma adjusti

33.2% 32.%
Pro forma provision for income taxes adjustment $ (251) $ (352)

Note 5: Pro Forma Earnings Per Share

The pro forma basic and diluted earnings per share amounts presented in the unaudited pro forma condensed combined
consolidated statements of operations are based upon the wegbtade number of HP common shares outstanding and are
adjusted for the eshated common stock dilution under the treasury stock method for EDS stock options and restricted stock units
assumed and converted in connection with the acquisition as if those awards had been assumed and converted as they stood at t
acquisition datesof the beginning of each period presented without consideration for any subsequent award activity such as grants
exercises and cancellationQur acquisition of EDS had no impact to the basic weightetage common shares outstanding
calculations fothe unaudited pro forma condensed combined consolidated statements of earnings for the periods presented.

Weighted-averagecommon
sharesoutstanding

Nine months ended Year ended
(In_millions) July 31, 2008 October 31,2007
Diluted weightegaverage common shares outstanding, as reported 2,57 2,71¢€
Estimated dilutive effect of EDS stock options and restricted stock units
assumed and converted 8 8
Diluted weightegaverage common shares outstanding, pro forma 2,58t 2,72¢
12

Created by Morningstar® Document Research

http://documentresearch.morningstar.com
Source: HEWLETT PACKARD CO, 8-K/A, November 12, 2008




