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Caution Regarding Forward-Looking Statements

This Form 10-K and the documents incorporated by reference herein contain forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such statements
may use words such as "anticipate,” "believe," "estimate," "expect," "intend," "predict," "project" and similar expressions as they relate to us or
our management. When we make forward-looking statements, we are basing them on our management's beliefs and assumptions, using
information currently available to us. Although we believe that the expectations reflected in the forward-looking statements are reasonable, these
forward-looking statements are subject to risks, uncertainties and assumptions, including those discussed in the "Risk Factors" section in Item 1
of this Form 10-K. If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect,
actual results may vary materially from what we projected. Any forward-looking statements contained in this annual report reflect our current
views with respect to future events and are subject to these and other risks, uncertainties and assumptions relating to our operations, results of
operations, growth strategy and liquidity. We have no intention, and disclaim any obligation, to update or revise any forward-looking statements,
whether as a result of new information, future results or otherwise.

"o "o

PART I
Item 1. Business
General

We are a leading provider of transaction services, credit services and marketing services in North America. We focus on facilitating and
managing electronic transactions between our clients and their customers through multiple distribution channels including in-store, catalog and
the Internet. Our credit and marketing services assist our clients in identifying and acquiring new customers, as well as helping to increase the
loyalty and profitability of their existing customers.

We have a client base in excess of 300 companies, consisting mostly of specialty retailers, petroleum retailers, supermarkets and financial
services companies. We generally have long-term relationships with our clients, with contracts typically ranging from three to five years in
duration. The Limited, one of our largest stockholders, together with its retail affiliates, including Victoria's Secret Stores, Victoria's Secret
Catalogue, Express, Bath & Body Works, Lerner New York, Henri Bendel and Structure, is our largest client, representing approximately 17.2%
of our 2001 consolidated revenue.

Our History

We are the result of the 1996 merger of two entities acquired by Welsh, Carson, Anderson & Stowe: J.C. Penney's transaction services
business, BSI Business Services, Inc., and The Limited's credit card bank operation, World Financial Network National Bank.

Since our formation in 1996, we have expanded our range of services and capabilities through a combination of internal efforts and
acquisitions. In July 1998, we acquired The Loyalty Management Group Canada Inc., which developed and operates the AIR MILES® Reward
Program in Canada. The acquisition expanded our Marketing Services capabilities to include loyalty marketing. In September 1998, we acquired
Harmonic Systems Incorporated, which provides network services, on-line loyalty and stored value products to specialty retailers. This
acquisition enabled us to expand our transaction services to include specialty retailers. In July 1999, we acquired the network services business
of SPS Payment Systems, Inc., a wholly owned subsidiary of Associates First Capital Corporation. This acquisition increased our processing
scale and added an additional 180 clients, many in market sectors with an increasing acceptance of electronic payments, such as mass transit,
tollway and parking.
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In February 2001, we acquired substantially all of the operating assets of Utilipro, Inc., a subsidiary of AGL Resources, Inc. Utilipro is an
account processing and servicing provider to the de-regulated utility sector. Utilipro provides these services to three clients serving
approximately 500,000 utility customers. In August 2001, we entered into a strategic relationship under which we provide data processing and
billing services for Puget Sound Energy, Inc., a regulated utility. As part of the strategic relationship, we acquired the assets of ConneXt, Inc.,
including use of the ConsumerLinX® software. In September 2001, we acquired the assets of Mailbox Capital Corporation, which provides print
and mail services. In January 2002, we acquired Frequency Marketing, Inc., a small marketing services firm.

In June 2001, we concluded our initial public offering of our common stock now listed on the New York Stock Exchange.

Our Products and Services

Our products and services are centered around three core capabilities Transaction Services, Credit Services and Marketing Services. We
have traditionally marketed and sold our products and services on a stand-alone basis, but increasingly are marketing and selling them on a
bundled and integrated basis. Our products and services and target markets are listed below:

Segment Products and Services Target Markets
Transaction Services Issuer Services Specialty Retail
- Card Processing Petroleum Retail
- Billing and Payment Processing Regulated and De-regulated Utility

- Customer Care

Merchant Services

- Network Services

- Merchant Bankcard Services

Utility Services

- Customer Information System
Hosting

- Customer Care

- Billing and Payment Processing

Credit Services Private Label Receivables Financing Specialty Retail
- Underwriting and Risk Management Petroleum Retail
- Merchant Processing
- Receivables Funding

Marketing Services Loyalty Programs Specialty Retail
- AIR MILES Reward Program Petroleum Retail
- One-to-One Loyalty Supermarkets
Database Marketing Services Financial Services

Regulated and De-regulated Utility
Our Market Opportunity and Growth Strategy

Our services are applicable to the full spectrum of commerce opportunities involving companies that sell products and services to
individual consumers. Companies increasingly seek services that compile and analyze customer purchasing behavior, enabling them to more
effectively communicate with their customers. The continuing shift to electronic payment systems generates valuable information on individual
consumers and their purchasing preferences. Many retailers, however, lack the economies of scale and core competencies necessary to support
their own transaction processing infrastructure or credit card or database operations. In addition, companies are increasingly outsourcing the
development and management of their marketing programs, such as loyalty programs and database marketing services.

Our current strategy to capitalize on these opportunities includes:
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increasing the penetration of our products and services to existing clients;

expanding our client base in our existing market sectors;

continuing to expand our services and capabilities to help our clients succeed in multi-channel commerce; and

considering focused, strategic acquisitions and alliances to enhance our core capabilities or increase our scale.

Programs and Products

Our program and product offerings are centered around three core operating segments Transaction Services, Credit Services and Marketing
Services.

Transaction Services

We facilitate and manage transactions between our clients and their customers through our scalable processing systems. Our largest clients
within this segment include The Limited and its retail affiliates, representing approximately 19.9% of this segment's 2001 revenue.

Issuer Services. As reported in the Nilson Report, based on the number of accounts on file, we were the second largest outsourcer of
retail private label card programs in the United States in 2000, with 56.2 million accounts on file. We assist clients in issuing private label credit
cards branded with the retailer's name or logo that can be used by customers at the client's store locations. We also provide service and
maintenance to our clients' private label card programs and assist our clients in acquiring, retaining and managing valuable repeat customers.
Our Transaction Services segment performs issuer services for the Credit Services segment in connection with that segment's private label card
programs. The inter-segment services accounted for 43.1% of Transaction Services revenue in 2001. Our commercial card processing and
servicing capabilities are specifically designed to handle the unique requirements associated with providing a credit card program to businesses.

We have developed a proprietary private label credit card system designed specifically for retailers with the flexibility to make changes to
accommodate our clients' specific needs. We have also built into the system marketing tools to assist our clients' in increasing sales. We utilize
our Quick Credit and On-Line Pre-Screen products to originate new private label credit card accounts. We believe that these products provide an
effective marketing advantage over competing services.

We use automated technology for bill preparation, printing and mailing. Commingling statements, presorting and bar coding allow us to
take advantage of postal discounts. In addition, we also process customer payments using image processing technology to maximize efficiency.
By doing so, we improve the funds availability for both our clients and for those private label receivables that we own or securitize.

Our customer care operations are influenced by our retail heritage. We focus our training programs in all areas on achieving the highest
possible standards. We monitor our performance by conducting surveys with our clients and their customers. Our call centers are equipped to
handle phone, mail, fax and Internet inquiries. We also provide collection activities on delinquent accounts to support our retail private label
credit card programs.

Merchant Services. We are a leading provider of transaction processing, processing over 2.7 billion transactions in 2001 through over
130,000 of our point-of-sale terminals. According to the Faulkner and Gray Card Industry report, we were ranked fifth among third-party U.S.
payment processors in sales transactions processed in 2000. We believe that we are the largest transaction processor to the U.S. retail petroleum
industry, and we have a significant presence in the specialty retail and transportation industries.

We have built a network that enables us to process an array of electronic payment types including credit card, debit card, prepaid card,
electronic benefits and fleet and check transactions. In addition to authorization and settlement of transactions, we also provide merchants with
on-line, two-way mail messaging between our clients and their individual locations by broadcasting and receiving messages through their
terminal devices. Our merchant bankcard services include financial settlement of MasterCard, Visa, Discover, American Express and other
electronic card transactions, including credit, debit and stored value cards. Through our merchant bankcard services our clients can maintain
their
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current settlement provider or use us as a single processor to streamline their end-to-end transaction processing.

Utility Services. We believe that we are one of the largest independent service providers of customer information systems for regulated
and de-regulated utilities in North America. We provide a comprehensive single source business solution for customer care and billing solutions.
This solution provides not only hosting of the customer information system, but also customer care and statement generation, focusing on
successful acquisition, value enhancement and retention of our clients' customers.

Currently, there are 17 states that have de-regulated electricity providers and 12 states that have de-regulated gas providers. In a
de-regulated environment, gas and electric providers will need more sophisticated and complex billing and customer information systems to
effectively compete in the marketplace. We believe that our ability to integrate transaction and marketing services effectively will provide a
competitive advantage for us.

Our current service offering is based on hosting customer information systems that allow us to provide our core service offerings of call
center operation, statement generation and payment processing. In addition, we offer customer acquisition and database marketing services.

Credit Services

Through our Credit Services segment we are able to finance and operate private label programs more effectively than a typical retailer can
operate a stand-alone program, as we are able to fund receivables through our securitization program to achieve lower borrowing costs while
having the infrastructure to support a variety of portfolio types and a large number of account holders. Through our subsidiary World Financial
National Network Bank, we underwrite the accounts and fund purchases for 50 private label credit clients, representing over 63 million
cardholders and over $2.4 billion of receivables as of December 31, 2001. The median FICO score of our active accounts is 657. Our clients are
predominately specialty retailers, and the largest within this segment include The Limited and its retail affiliates, representing 46.1% of this
segment's 2001 revenue, and Brylane, representing 20.4% of this segment's 2001 revenue.

We believe that an effective risk management process is important in both account underwriting and servicing. We use risk-based pricing in
establishing pricing arrangements with our clients. We also use a risk analysis in establishing initial credit limits with cardholders. Because we
process a large number of credit applications each year, we use automated proprietary scoring technology and verification procedures to process
these applications. Our underwriting process involves the purchase of credit bureau information for each credit applicant. We continuously
validate, monitor and maintain the scorecards, and we use the resulting data to ensure optimal risk performance. We receive a merchant fee for
processing each sales transaction charged to a private label credit card program for which we provide receivables funding. Processing includes
authorization and settlement of the funds to the retailer, net of our merchant discount fee.

We utilize a securitization program as our primary funding vehicle for private label credit card receivables. Securitizations involve the
packaging and selling of both current and future receivable balances of credit card accounts to a master trust. Our Transaction Services segment
retains rights to service the securitized accounts. Our securitizations are treated as sales for accounting purposes and, accordingly, the receivable
is removed from the balance sheet. We retain an ownership interest in the receivables, which is commonly referred to as a seller's interest, and a
residual interest in the trust, which is commonly referred to as an interest only strip. The interest only strip is based on assumptions regarding
future prepayments and credit losses and is subject to volatility that could materially affect our operating results. Both the amount and timing of
estimated cash flows are dependent on the performance of the underlying credit card receivables, and actual cash flows may vary significantly
from

expectations. If prepayments from cardholders or defaults by cardholders exceed our estimates, we may be required to decrease the carrying
value of the interest only strips through a charge against earnings. The Limited and its retail affiliates accounted for approximately 43.8% of the
receivables in the trust portfolio as of December 31, 2001. In addition, approximately 15.6% of the receivables in the trust portfolio related to
credit card programs for catalogue operations of Brylane.

Marketing Services
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Our clients are focused on targeting, acquiring and retaining loyal and profitable customers. We create and manage marketing programs
that result in securing more frequent and sustained customer purchasing. We utilize the information gathered through our loyalty programs to
help our clients design and implement effective marketing programs. Our primary service for this segment is the AIR MILES Reward Program,
representing 86.4% of this segment's 2001 revenue. Our clients within this segment are specialty retailers, petroleum retailers, supermarkets and
financial services providers. Our largest clients are Bank of Montreal, representing approximately 31.4% of this segment's 2001 revenue, Canada
Safeway, representing approximately 15.7% of this segment's 2001 revenue, and American Express, representing approximately 10.4% of this
segment's 2001 revenue.

AIR MILES Reward Program. We operate what we believe to be the largest loyalty program in Canada. The AIR MILES Reward
Program enables consumers to earn AIR MILES reward miles as they shop across a range of retailers and other sponsors participating in the AIR
MILES Reward Program. The AIR MILES Reward Program has enabled sponsors to use this tool to increase revenues by bringing new
customers to the sponsor, retaining existing customers and increasing the amount spent by customers.

We deal with three primary parties in connection with our AIR MILES Reward Program: Sponsors, Collectors and Suppliers.

Sponsors. A sponsor enters into an agreement with us to secure exclusive rights for its particular region and product or service category
and to reward customers for changing their shopping behavior and increase sales from collectors. The program has over 130 brand names
represented by sponsors, including Bank of Montreal, Canada Safeway, American Express, Shell Canada, A&P Canada, and Sobeys.

Collectors. Members of the AIR MILES Reward Program, known as collectors, accumulate AIR MILES reward miles based on their
purchasing behavior at sponsor locations. The AIR MILES Reward Program offers a reward structure that provides a quick and easy way for
collectors to earn a broad selection of travel, entertainment and other lifestyle rewards by shopping at participating sponsors. Based upon the
most recent census data available, 1999, our active participants represented over 64% of all Canadian households. We have issued over ten
billion AIR MILES reward miles since the program's inception in 1992.

Suppliers. We enter into supply agreements with suppliers of rewards to the program such as airlines, movie theaters and manufacturers
of consumer electronics. We make these reward opportunities available through Air Canada and over 180 other reward suppliers. We make
payments to suppliers based on a contractual supply arrangement when a collector redeems the AIR MILES reward miles.

Database Marketing Services. We built and manage a large database containing information on approximately 93.2 million U.S.
consumers. Using this database, we developed a suite of data mining and profiling products that enable our clients to better understand their
customers and optimize opportunities for developing customer relationships. We develop and execute programs designed to acquire and retain
customers.

Safeguards To Our Business Disaster And Contingency Planning

We have a number of safeguards to protect us from the risks we face as a business. Given the significant amount of data that we manage,
much of which is real-time data to support our clients' commerce initiatives, we have established redundant facilities for our data centers. We
operate two data processing centers. In the event of a disaster at either of our two data centers, we can restore that data center's systems at a third
party provided disaster recovery center.

Protection of Intellectual Property and Other Proprietary Rights

We rely on a combination of copyright, trade secret and trademark laws, confidentiality procedures, contractual provisions and other similar
measures to protect our proprietary information and technology used in each segment of our business. We do not currently hold any patents.
However, we have three patent applications pending. We generally enter into confidentiality or license agreements with our employees,
consultants and corporate partners, and generally control access to and distribution of our technology, documentation and other proprietary
information. Despite the efforts to protect our proprietary rights, unauthorized parties may attempt to copy or otherwise obtain the use of our
products or technology that we consider proprietary and third parties may attempt to develop similar technology independently. We pursue
registration and protection of our trademarks primarily in the United States and Canada, although we do have applications pending in South
American and European countries. Effective protection of intellectual property rights may be unavailable or limited in some countries. The laws
of some countries do not protect our proprietary rights to the same extent as in the United States and Canada. We believe that our trademarks are
important for our branding and corporate identification and marketing of our services in each segment.

Competition
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The markets for our products and services are highly competitive. We compete with data processing companies, credit card issuers and
traditional and online marketing companies, as well as with the in-house staffs of our current and potential clients.

Transaction Services. The payment processing industry is highly competitive, especially among the five largest payment processors in
the United States, which processed approximately 23.0 billion transactions during 2000. We are a leading provider of transaction services,
processing over 2.7 billion transactions in 2001 through over 130,000 of our point-of-sale terminals. Our top three competitors have built their
businesses by focusing on merchant banking relationships, while our focus has been on industry segments characterized by companies with large
customer bases, detail-rich data and high transaction volumes. Our focus on specific market sectors allows us to develop and deliver solutions
targeted to the needs of these sectors. This focus is consistent with our marketing strategy for all products and services. Additionally, we believe
we effectively distinguish ourselves from other payment processors by providing solutions that help our clients leverage investments they have
made in their payment systems by using these systems for electronic marketing programs. Our biggest competition in the area of utility services
is from companies developing in-house solutions and capabilities.

Credit Services. Our credit services business competes primarily with financial institutions whose marketing focus has been on
developing credit card programs with large revolving balances. These competitors further drive their businesses by cross-selling their other
financial products to their cardholders. Our focus has been on targeting retailers that understand the competitive advantage of developing loyal
customers. Typically these retailers have customers that make more frequent and smaller transactions. This results in the effective capture of
detail-rich data within our database marketing services, allowing us to mine and analyze this data to develop successful customer relationship
management strategies for our clients. As an issuer of private label credit cards, we
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compete with other payment methods, primarily general-purpose credit cards like Visa, MasterCard and American Express, as well as cash,
checks and debit cards.

Marketing Services. As a provider of marketing services, we generally compete with advertising and other promotional and loyalty
programs, both traditional and online, for a portion of a client's total marketing budget. In addition, we compete against internally developed
products and services created by our existing and potential clients. For each of our marketing services, we expect competition to intensify as
more competitors enter our market. In addition, new competitors with our AIR MILES Reward Program may target our sponsors and collectors
as well as draw rewards from our rewards suppliers. Our ability to generate significant revenue from clients and loyalty partners will depend on
our ability to differentiate ourselves through the products and services we provide and the attractiveness of our loyalty and rewards programs to
consumers. The continued attractiveness of our loyalty and rewards programs will depend in large part on our ability to remain affiliated with
sponsors that are desirable to consumers and to offer rewards that are both attainable and attractive to consumers. Intensifying competition will
make it more difficult for us to do this. For our database marketing services, our ability to continue to capture detailed transaction data on
consumers is critical in providing effective customer relationship management strategies for our clients.

Regulation

Federal and state laws and regulations extensively regulate the operations of our credit services bank subsidiary, World Financial Network
National Bank. Many of these laws and regulations are intended to maintain the safety and soundness of World Financial Bank, and they impose
significant restraints on it to which other non-regulated companies are not subject. Because World Financial Bank is deemed a credit card bank
within the meaning of the Bank Holding Company Act, we are not subject to regulations as a bank holding company. If we were subject to
regulation as a bank holding company, we would be constrained in our operations to a limited number of activities that are closely related to
banking or financial in nature. Nevertheless, as a national bank, World Financial Bank is still subject to overlapping supervision by the Board of
Governors of the Federal Reserve System, the Office of the Comptroller of the Currency and the Federal Deposit Insurance Corporation.

World Financial Bank must maintain minimum amounts of regulatory capital. If World Financial Bank does not meet these capital
requirements, the regulators have broad discretion to institute a number of corrective actions that could have a direct material effect on our
financial statements. Under capital adequacy guidelines and the regulating framework for prompt corrective action, World Financial Bank must
meet specific guidelines that involve measures and ratios of its assets, liabilities, regulatory capital, interest rate exposure and certain off-balance
sheet items under regulatory accounting standards, among other factors. Under the National Bank Act, if the capital stock of World Financial
Bank is impaired by losses or otherwise, the OCC is authorized to require us as the sole shareholder of the bank to make up the deficiency. To
the extent necessary, if a deficiency in capital still exists, the FDIC may be appointed as a receiver to wind up World Financial Bank's affairs.

Before World Financial Bank can pay dividends to us, it must obtain prior regulatory approval if all dividends declared in any calendar year
would exceed (1) its net profits for that year plus (2) its retained net profits for the preceding two calendar years, less any required transfers to
surplus. In addition, World Financial Bank may only pay dividends to the extent that retained net profits, including the portion transferred to
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surplus, exceed bad debts. Moreover, to pay any dividend, World Financial Bank must maintain adequate capital above regulatory guidelines.
Further, if a regulatory authority believes that World Financial Bank is engaged or is about to engage in an unsafe or unsound practice, which,
depending on its financial condition, could include the payment of dividends, the authority may require, after notice and hearing, that World
Financial Bank cease and desist from the unsafe practice.

We are limited under Sections 23A and 23B of the Federal Reserve Act in the extent to which we can borrow or otherwise obtain credit
from, or engage in other "covered transactions" with World Financial Bank, which may have the effect of limiting the extent to which World
Financial Bank can finance or otherwise supply funds to us. "Covered transactions" include loans or extensions of credit, purchases of securities
or assets, acceptance of securities as collateral for a loan or extension of credit, or the issuance of a guarantee, acceptance or letter of credit.
Although the applicable rules do not serve as an outright bar on engaging in "covered transactions," they do require that we engage in covered
transactions with World Financial Bank only on terms and under circumstances that are substantially the same, or at least as favorable to World
Financial Bank, as those prevailing at the time for comparable transactions with nonaffiliated companies. Furthermore, with certain exceptions,
each loan or extension of credit by World Financial Bank to us or our other affiliates must be secured by collateral with a market value ranging
from 100% to 130% of the amount of the loan or extension of credit, depending on the type of collateral. The Federal Reserve Board has
proposed new regulations concerning covered transactions that attempt to clarify and expand the foregoing limitations. If they are adopted, we
will be subject to additional restrictions on these kinds of transactions.

We are required to monitor and report unusual or suspicious account activity as well as transactions involving amounts in excess of
prescribed limits under the Bank Secrecy Act, IRS rules, and other regulations. Due to the tragic events of September 11, 2001, Congress, the
IRS and the bank regulators have focused their attention on banks' monitoring and reporting of suspicious activities. Additionally, Congress and
the bank regulators have proposed, adopted or passed a number of new laws and regulations that may increase reporting obligations of banks.
Although World Financial Bank may not be directly affected by these new laws and regulations because it is a credit card bank, we will continue
to monitor these developments as part of our efforts to comply with applicable law.

We are also subject to numerous laws and regulations that are intended to protect consumers, including the Truth in Lending Act, Equal
Credit Opportunity Act and Fair Credit Reporting Act. These laws and regulations mandate various disclosure requirements and regulate the
manner in which we may interact with consumers. These and other laws also limit finance charges or other fees or charges earned in our
activities. We conduct our operations in a manner that we believe excludes us from regulation as a consumer reporting agency under the Fair
Credit Reporting Act. If we were deemed a consumer reporting agency, however, we would be subject to a number of additional complex
regulatory requirements and restrictions.

A number of new privacy regulations have been implemented in the United States and Canada in recent years. These new regulations place
many new restrictions on our ability to collect and disseminate customer information. In the United States, a wide-ranging financial
modernization law known as the Gramm-Leach-Bliley Act became law in November 1999, and additional privacy regulations under this act
became effective in July 2001.

Under Gramm-Leach-Bliley, we must develop and implement a comprehensive written information security program that includes
administrative, technical and physical safeguards relating to customer information. We must also develop initial and annual privacy notices for
customers that describe in general terms our information sharing practices. If we intend to share nonpublic personal information about customers
with nonaffiliated third parties, we must provide our customers with a notice and a reasonable period of time for each customer to "opt out" of
any such disclosure.

In addition to the federal privacy laws with which we must comply, many states also have adopted statutes, regulations or other measures
governing the collection and distribution of personal information about customers. In some cases these state measures are preempted by federal
law, but if not, we make efforts to monitor and comply with individual state privacy laws in the conduct of our business.

Canada has likewise recently enacted new privacy legislation known as the Personal Information Protection and Electronic Documents Act.
This act requires organizations to obtain consent to the collection, use or disclosure of personal information. The nature of the required consent
will depend on the sensitivity of the personal information and will permit personal information to be used only for the purpose for which it was
collected. The Province of Quebec has made similar privacy legislation applicable to the private sector in that province since 1994 and other
provinces are considering further privacy legislation. We believe we have taken appropriate steps with our AIR MILES Reward Program to
comply with the new law.
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Employees

As of March 1, 2002, we had over 6,500 employees in the United States, Canada and New Zealand. We believe our relations with our
employees are good. We have no collective bargaining agreements with our employees.

Risk Factors
Risks Related to General Business Operations

Ten clients were responsible for 57.2% of our consolidated revenue last year, and the loss of any of these clients could cause a significant
drop in our revenue.

We depend on a limited number of large clients for a significant portion of our consolidated revenue. Our 10 largest clients were
responsible for approximately 57.2% of our consolidated revenue during the year ended December 31, 2001, with The Limited and its retail
affiliates representing approximately 17.2% of our 2001 consolidated revenue. A decrease in revenue from any of our significant clients for any
reason, including a decrease in pricing or activity, or a decision to either utilize another service provider or to no longer outsource some or all of
the services we provide, could have a material adverse effect on our consolidated revenue.

Transaction Services. Our 10 largest clients in this segment were responsible for approximately 60.9% of our Transaction Services
revenue in 2001. The Limited and its retail affiliates was the largest Transaction Services client in 2001, representing approximately 19.9% of
this segment's 2001 revenue, and Brylane, our second largest Transaction Services client, was responsible for approximately 8.8% of this
segment's 2001 revenue. In August 2001, The Limited sold Lane Bryant to a third party and began to market goods at its Structure-branded
stores under the Express name as Express for Men. Given the recent nature of these changes, we are unsure what their long term impact on our
Transaction Services segment will be. Our contracts with The Limited and its retail affiliates and Brylane expire in 2006. Equiva Services, LLC
was responsible for approximately 8.2% of this segment's 2001 revenue. We provide transaction processing services to Equiva which is the
service provider to Shell-branded locations in the United States. Equiva is one of our 10 largest clients both in the Transaction Services segment
and on a consolidated basis. Our contract with Equiva expires in December 2002 as a result of a contract extension entered into in August 2001.
Upon expiration of this contract, we can give no assurance that we will successfully reach an agreement with Equiva on similar terms to those
currently existing, or at all. If our negotiations with Equiva result in a decrease in pricing or the number and types of the transaction services we
provide to Equiva, our revenue and profitability from Equiva would be further adversely affected.

Credit Services. Our two largest clients in this segment were responsible for approximately 66.5% of our Credit Services revenue in 2001.
The Limited and its retail affiliates were responsible for approximately 46.1%, and Brylane was responsible for approximately 20.4% of our
Credit Services revenue in 2001. Our contracts with these clients expire in 2006. We are unsure what the long term impact of the sale by The
Limited of Lane Bryant and the rebranding of Structure as Express for Men will be on our Credit Services segment. The integration of Structure
into Express could lead to the

closing of stores and the name change could adversely impact credit sales causing lower revenues for our Credit Services segment.

Marketing Services. Our 10 largest clients in this segment were responsible for approximately 82.5% of our Marketing Services revenue
in 2001. Bank of Montreal, Canada Safeway, American Express and Shell Canada were the four largest Marketing Services clients in 2001. The
Bank of Montreal represented approximately 31.4%, Canada Safeway represented approximately 15.7%, American Express represented
approximately 10.4% and Shell Canada represented approximately 8.1%, respectively, of this segment's 2001 revenue. Our contracts with The
Bank of Montreal and Canada Safeway expire in March 2003 and December 2002, respectively.

Our largest client, The Limited, is a significant stockholder, and as a result it has the ability to influence our corporate affairs in a manner
that could be inconsistent with the best interests of our other stockholders.

Eight of our clients are retail affiliates of Limited Commerce Corp., our second largest stockholder and a wholly owned subsidiary of The
Limited. The Limited, together with its retail affiliates, is our largest client. Limited Commerce Corp. beneficially owned approximately 19.7%
of our common stock as of March 1, 2002, and, through a stockholders agreement, has the right to designate up to two members of our board of
directors. As a significant stockholder with board representation, The Limited, unlike our other clients, is able to exercise significant influence
over matters requiring stockholder approval, including the election of directors and the approval of significant corporate transactions. The
interests of The Limited may not be aligned with the interests of our company or other stockholders. The Limited could use its influence as a
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major client and large stockholder to negotiate contracts with us that have terms that are more favorable to The Limited than could be obtained
by unaffiliated retailers. In addition, The Limited could use its influence and could act to hinder our ability to enter into contracts with its
competitors.

Competition in our industry is intense and we expect it to intensify.

The markets for our products and services are highly competitive, and we expect competition to intensify in each of those markets. Many of
our current competitors have longer operating histories, stronger brand names and greater financial, technical, marketing and other resources
than we do. We cannot assure you that we will be able to compete successfully against our current and potential competitors nor can we be sure
that we will be able to successfully market our services at our current levels of profitability.

The markets for the services that we offer may fail to expand or may contract and this could negatively impact our growth and profitability.

Our growth and continued profitability rely on acceptance of the services that we offer. If demand for transaction, credit or marketing
services decreases, the price of our common stock could fall and you could lose value in your investment. Loyalty and database marketing
strategies are relatively new to retailers, and we cannot guarantee that merchants will continue to use these types of marketing strategies.
Changes in technology may enable merchants and retail companies to directly process transactions in a cost-efficient manner without the use of
our services. Additionally, downturns in the economy or the performance of retailers may result in a decrease in the demand for our marketing
strategies. Any decrease in the demand for our services for the reasons discussed above or other reasons could have a material adverse effect on
our growth and revenue.

We cannot assure you that we will effectively integrate acquisitions or realize their full benefits, and future acquisitions may result in dilutive
equity issuances or increases in debt.

We expect to continue to seek selective acquisitions as an element of our growth strategy. If we are unable to successfully integrate
completed or any future acquisition, we may incur substantial costs and delays or other operational, technical or financial problems, any of

which could harm our business
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and impact the trading price of our common stock. In addition, the failure to successfully integrate any future acquisition may divert
management's attention from our core operations or could harm our ability to timely meet the needs of our customers. To finance future
acquisitions, we may need to raise funds either by issuing equity securities or incurring debt. If we issue additional equity securities, such sales
could reduce the current value of our stock by diluting the ownership interest of our stockholders.

We may face damages as a result of litigation in connection with a class action suit filed on behalf of a group of World Financial Bank
cardholders.

A group of World Financial Bank cardholders filed a putative class action complaint in November 2000 against World Financial Bank in
U.S. District Court for the Southern District of Florida, Miami Division, alleging that World Financial Bank's billing practices are false,
misleading and deceptive, and therefore in breach of state and federal laws and cardholder contracts. The plainti