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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2013
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-32903

THE WESTERN UNION COMPANY

(Exact name of registrant as specified in its chaer)

DELAWARE 20-4531180
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization) Identification No.)
12500 EAST BELFORD AVENUE 80112
ENGLEWOOD, CO (Zip Code)

(Address of Principal Executive Offices)

Registrant’s telephone number, including area codé866) 405-5012

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordoch shorter period that the registrant was reduinefile such reports), and (2) has t
subject to such filing requirements for the pastla@s. Yesw No O

Indicate by check mark whether the registrant hdmnitted electronically and posted on its corpoiéteb site, if any, every Interacti
Data File required to be submitted and posted puntsto Rule 405 of Regulation 58 232.405 of this chapter) during the prece
12 months (or for such shorter period that thestegit was required to submit and post such fileégs @ No O

Indicate by check mark whether the registrant lsrge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportingtbmpany” in Rule 122 of the Exchanc
Act.

Large accelerated file Accelerated filer™] Non-accelerated filefd (Do not check if a Smaller reporting compani/]
smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). YesO No ™
As of April 30, 2013, 557,111,446 shares of our own stock were outstanding.
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Item 1. Financial Statements

PART |
FINANCIAL INFORMATION

THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Revenues:
Transaction fees
Foreign exchange revenues
Other revenues
Total revenues
Expenses:
Cost of services
Selling, general and administrative
Total expenses
Operating income
Other income/(expense):
Interest income
Interest expense
Derivative gains, net
Other income/(expense), net
Total other expense, net
Income before income taxes
Provision for income taxes
Net income
Earnings per share:
Basic
Diluted
Weighted-average shares outstanding:
Basic
Diluted

Cash dividends declared per common share

(Unaudited)
(in millions, except per share amounts)

Three Months Ended

March 31,
2013 2012
$ 978.C $ 1,040.¢
312.¢ 322.¢
35.C 29.¢
1,325.¢ 1,393.¢
759.4 783.(
269.1 277.¢
1,028.t 1,060.¢
296.¢ 332t
04 1.t
(48.9) (44.2)
0.5 1.€
1.3 (1.2
(46.7) (42.9
250.2 290.1
38.2 42.¢
$ 212.C $ 247.:
$ 037 $ 0.4C
$ 037 $ 0.4C
567.€ 619.]
569.7 621.¢
$ 0.12¢ $ 0.1C

See Notes to Condensed Consolidated Financialnstats.
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THE WESTERN UNION COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(in millions)
Three Months Ended
March 31,
2013 2012
Net income $ 212.C $ 2472
Other comprehensive income/(loss), net of tax (Nyte

Unrealized gains/(losses) on investment securities (0.9 2.8
Unrealized gains/(losses) on hedging activities 20.£ (21.2)
Foreign currency translation adjustments (3.2 2.8
Defined benefit pension plan adjustments 2.t 1€
Total other comprehensive income/(loss) 18.¢ (14.0
$ 230.¢ % 233.

Comprehensive income

See Notes to Condensed Consolidated Financialnstats.
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THE WESTERN UNION COMPANY

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

March 31, December 31,
2013 2012
Assets
Cash and cash equivalents $ 1,417.. % 1,776.
Settlement assets 3,319.: 3,114.¢
Property and equipment, net of accumulated degreciaf $402.2 and $384.5, respectively 198.% 196.1
Goodwill 3,178t 3,179.°
Other intangible assets, net of accumulated anaioiz of $562.3 and $519.7, respectively 863.% 878.¢
Other assets 384.¢ 319.¢
Total assets $ 9,361." $ 9,465.
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued liabilities $ 524 $ 556.2
Settlement obligations 3,319.: 3,114.¢
Income taxes payable 228.t 218.<
Deferred tax liability, net 354.( 352.1
Borrowings 3,726.¢ 4,029.:
Other liabilities 291.¢ 2547
Total liabilities 8,444.. 8,525.:
Commitments and contingencies (Note 5)
Stockholders’ equity:
Preferred stock, $1.00 par value; 10 shares autmiirno shares issued — —
Common stock, $0.01 par value; 2,000 shares autairb59.4 shares and 572.1 shares issued and
outstanding as of March 31, 2013 and December@12,2espectively 5.€ 5.7
Capital surplus 342.¢ 332.¢
Retained earnings 702.¢ 754.7
Accumulated other comprehensive loss (133.9) (152.6)
Total stockholders’ equity 917.¢ 940.¢
Total liabilities and stockholders’ equity $ 9,361." $ 9,465.

See Notes to Condensed Consolidated Financialistats.
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THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in millions)

Three Months Ended

March 31,
2013 2012
Cash flows from operating activities
Net income 212.C % 247
Adjustments to reconcile net income to net cashigemnl by operating activities:
Depreciation 15.4 15.2
Amortization 47t 48.¢
Other non-cash items, net 9.2 1.€
Increase/(decrease) in cash, excluding the eftéasquisitions, resulting from changes in:
Other assets (10.9 (20.7)
Accounts payable and accrued liabilities (36.1) (35.7)
Income taxes payable (Note 12) 7.3 (40.7
Other liabilities (7.7) (11.9
Net cash provided by operating activities 237.C 215.(C
Cash flows from investing activities
Capitalization of contract costs (11.9) (55.9)
Capitalization of purchased and developed software (8.9 (5.9
Purchases of property and equipment (7.9 (14.2)
Net cash used in investing activities (37.9 (75.9)
Cash flows from financing activities
Proceeds from exercise of options 1.7 41.2
Cash dividends paid (70.9) (61.€)
Common stock repurchased (190.2) (146.¢)
Net proceeds from commercial paper — 53.C
Principal payments on borrowings (300.0 —
Net cash used in financing activities (558.9 (114.9)
Net change in cash and cash equivalents (359.9 25.C
Cash and cash equivalents at beginning of period 1,776.! 1,370.¢
Cash and cash equivalents at end of period 1,417.0 % 1,395.¢
Supplemental cash flow information:
Interest paid 16.C $ 23.1
Income taxes paid (Note 12) 29.¢ $ 89.5

See Notes to Condensed Consolidated Financialnstats.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(Unaudited)

1. Business and Basis of Presentation
Busines:

The Western Union Company (“Western Union” or t®Mmpany”)is a leader in global money movement and paymemtcss, providin
people and businesses with fast, reliable and svemeways to send money and make payments artwenddrid. The Western Unidhbranc
is globally recognized. The Company'’s servicesmmmarily available through a network of agent lo@as in more than 206ountries an
territories. Each location in the Company’s agegttvork is capable of providing one or more of tr@rpany’s services.

The Western Union business consists of the follgveagments:

e Consumer-to-Consumer - The ConsumeEGtmsumer operating segment facilitates money teassfetween two consumers, prime
through a network of third-party agents. The Conyfmmulti-currency, reatime money transfer service is viewed by the Corgp
one interconnected global network where a moneaysfest can be sent from one location to anotheyratdhe world. This service
available for international cross-border transfetisat is, the transfer of funds from one countrnyahother -and, in certain countrie
intra-country transfers that is, money transfers from one location to aeoth the same country. This segment also includese)
transfer transactions that can be initiated thrahghCompany’s websites and account based monesféra.

» Consumer-to-Business - The ConsumeBtrsiness operating segment facilitates bill paysmé&mm consumers to businesses and
organizations, including utilities, auto financemgmanies, mortgage servicers, financial service idesg, government agencies
other businesses. The significant majority of thgnsent’s revenue was generated in the United Statrésg all periods presented.

» Business Solutions - The Business Solutions aippgy segment facilitates payment and foreign emghasolutions, primarily cross-
border, crossurrency transactions, for small and medium sizererises and other organizations and individuEie majority of th
segment’s business relates to exchanges of curr@ntlye spot rate which enables customers to mekescurrency payments.
addition, in certain countries, the Company writeeign currency forward and option contracts fastomers to facilitate futu
payments.

All businesses that have not been classified iratim/e segments are reported as “Other” and inch@el€ompanys money order, preps
services, mobile money transfer, and other busaseand services, in addition to costs for the itigation and closing of acquisitions.

There are legal or regulatory limitations on tra@nshg certain assets of the Company outside ofcthntries where these assets
located. However, there are generally no limitatiam the use of these assets within those countiditionally, the Company must m
minimum capital requirements in some countriesrifeoto maintain operating licenses. As of MarchZ113, the amount of net assets suk
to these limitations totaled approximately $305lionil .

Various aspects of the Compasyservices and businesses are subject to UnitadsSkaderal, state and local regulation, as we
regulation by foreign jurisdictions, including cart banking and other financial services regulation

7
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

Basis of Presentatio

The accompanying condensed consolidated finantagétéraents are unaudited and were prepared in amwoedwith the instructions 1
Form 10-Q and Article 10 of RegulationXS-In compliance with those instructions, certairiormation and footnote disclosures norm
included in annual consolidated financial statemgmepared in accordance with generally accepteduating principles in the United Sta
of America (“GAAP”) have been condensed or omitted.

The unaudited condensed consolidated financia¢rsiants in this quarterly report are presented onrsolidated basis and include
accounts of the Company and its majontyned subsidiaries. Results of operations and ftagls for the interim periods are not necess.
indicative of the results that may be expectedHerentire year. All significant intercompany traogons and accounts have been eliminated.

In the opinion of management, these condensed kdatad financial statements include all the norneglurring adjustments necessar
fairly present the Company’s condensed consolidegsdlts of operations, financial position and cHistvs as of March 31, 2018nd for al
periods presented. These condensed consolidateucial statements should be read in conjunctioh thie Company consolidated financi
statements within the Company’s Annual Report omFd0-K for the year ended December 31, 2012 .

Consistent with industry practice, the accompanydumdensed Consolidated Balance Sheets are uffiddshie to the shoterm natur
of the Company’s settlement obligations contrastéth the Company’s ability to invest cash awaitisgttiement in longerm investmei
securities.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect
amounts reported in the financial statements andrapanying notes. Actual results could differ frirase estimates.
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

2. Earnings Per Share and Dividends
Earnings Per Shar

The calculation of basic earnings per share is etetpby dividing net income available to commorcklmlders by the weightealverag
number of shares of common stock outstanding ferpériod. Unvested shares of restricted stock xckiéed from basic shares outstand
Diluted earnings per share reflects the potentilatidn that could occur if outstanding stock opisoat the presented dates are exercise
shares of restricted stock have vested, usingrdasury stock method. The treasury stock methagh@ss proceeds from the exercise pric
stock options, the unamortized compensation expendeassumed tax benefits of options and restritisek are available to acquire share
an average market price throughout the period tleekfore, reduce the dilutive effect.

For the three months ended March 31, 2013 and 2@l&re were 25.5 million and 20.5 milligrrespectively, of outstanding option:
purchase shares of Western Union stock excluded fhe diluted earnings per share calculation, eis #ifect was anti-dilutive.

The following table provides the calculation ofuiéd weighted-average shares outstanding (in md)io

Three Months Ended

March 31,
2013 2012
Basic weighted-average shares outstanding 567.¢ 619.1
Common stock equivalents 2.1 2.8
Diluted weighted-average shares outstanding 569.7 621.¢

Cash Dividends Paid

During the first quarter of 2013 and 2012, the Camyps Board of Directors declared quarterly cashdginds of $0.125 and $0.1&i
common share, respectively, representing $70.3amiind $61.6 million , respectively, in total diends, which were paid dvarch 29, 201
and March 30, 2012 , respectively.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

3. Productivity and Cost-Savings Initiatives Expeses

In the fourth quarter of 2012, the Company begaplémenting additional initiatives to improve protiuity and reduce costs. Additior
productivity and cost-savings initiatives were igmplented in the first quarter of 2013 and will b@liemented in the remainder of 2013.

The following table summarizes the activity for tamployee termination benefits and other costgaeléo the productivity and cost-
savings initiatives accruals as of March 31, 204@ the total expenses expected to be incurred i{lions):

Severance,
Outplacement
and Related
Benefits Other (b) Total

Balance, December 31, 2012 $ 257 $ 1€ $ 27.3
Expenses (a) 1.¢ 2.3 4.2
Cash payments (6.7) (2.4 (9.2
Non-cash benefit/(expense) (a) 0.1 (0.2 (0.2
Balance, March 31, 2013 $ 21.C $ 1.3 % 22.¢
Cumulative expenses incurred to date $ 30.6 % 43 % 35.1
Estimated additional expenses expected to be iedurr 16.C 28.C 44.C
Total expenses $ 46.¢ $ 32 % 79.1

(a) Expenses include a neash benefit for adjustments to stock compensétioawards forfeited by employees. Other expenisesiaclude
non-cash writesffs and accelerated depreciation of fixed assadsl@asehold improvements. These amounts were mezsatjoutside of tt
accrual.

(b) Other expenses primarily related to the retiocaof various operations to new and existing Campfacilities and thirgearty provider
including expenses for hiring, training, relocatitmavel and professional fees. All such expensa®wr will be recorded when incurred.

The following table presents productivity and ceatings initiatives expenses as reflected in thed€nsed Consolidated Statement
Income (in millions):

Three Months Ended
March 31, 2013

Cost of services $ 1€
Selling, general and administrative 2.€
Total expenses, pre-tax $ 4.2
Total expenses, net of tax $ 3.3

There were no productivity and cost-savings ifiteg expenses incurred during the three monthscelidech 31, 2012 .

10
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

The following table summarizes productivity andtesasvings initiatives expenses incurred by repdetabgment (in millions):

Consumer-to- Consumer-to-
Consumer Business Other Total
2012 expenses $ 20 % 4.C 6.C $ 30.¢
First quarter 2013 3.2 0.t 0.t 4.2
Cumulative expenses incurred to date $ 241 % 4.2 65 $ 35.1

11
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

4. Fair Value Measurements

Fair value, as defined by the relevant accountiagdards, represents the exchange price that wmailctceived for an asset or pair
transfer a liability (an exit price) in the prinaipor most advantageous market for the asset laitityain an orderly transaction between ma
participants on the measurement date. For additiof@mation on how the Company measures fair #akefer to the Comparg’Annua
Report on Form 10-K for the year ended DecembefB12 .

The following tables reflect assets and liabilitieat were measured at fair value on a recurrirsiski@ millions):

Fair Value Measurement Using Liaﬁﬁ%eet:/at

March 31, 2013 Level 1 Level 2 Level 3 \}::Il:je
Assets:

State and municipal debt securities $ — 3 954.. $ — 954.¢

State and municipal variable rate demand notes — 248.¢ — 248.¢

Corporate debt and other — 21.¢ — 21.¢€

Derivatives — 154.1 — 154.1
Total assets $ — % 1,379.. % —  $ 1,379.
Liabilities:

Notes and other borrowings $ — 3 3,925« $ — % 3,925.

Derivatives — 119.¢ — 119.:
Total liabilities $ — % 4044 $ — 8 4,044,

Fair Value Measurement Using Liaﬁﬁ%eet:/at

December 31, 2012 Level 1 Level 2 Level 3 \}::Il:je
Assets:

State and municipal debt securities $ — ¢ 1,003." $ — % 1,003."

State and municipal variable rate demand notes — 463.: — 463.:

Corporate debt and other — 47.¢ — 47.¢

Derivatives — 96.¢ — 96.¢
Total assets $ — % 1,611.¢ $ —  $ 1,611.¢
Liabilities:

Notes and other borrowings $ — 3 4,200.¢ $ — % 4,200.¢

Derivatives — 86.1 — 86.1
Total liabilities $ — % 4,286.¢ $ —  $ 4,286.¢

12
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

No non-recurring fair value adjustments were reedrduring the three months ended March 31, 20126048 .
Other Fair Value Measurements

The carrying amounts for many of the Companiffhancial instruments, including cash and cashivedents, settlement cash and ¢
equivalents, and settlement receivables and setieobligations approximate fair value due to tlséiort maturities. The aggregate fair vi
of the Companys borrowings was based on quotes from multiple bamd excluded the impact of related interestgatmps. All the assets &
liabilities in the above tables were carried at failue in the Condensed Consolidated Balance Sheéh the exception of borrowings, wh
had a carrying value of $3,726.8 million and $4,@249illion as of March 31, 2013 and December 31.20respectively (see Note 11).

5. Commitments and Contingencies
Letters of Credit and Bank Guarante

The Company had approximately $100 million in cantsing letters of credit and bank guarantees dadasth 31, 2013with expiratior
dates through 2016 , the majority of which contaione-yearenewal option. The letters of credit and bank gotes are primarily held
connection with lease arrangements and certaintaggaements. The Company expects to renew thegdeif credit and bank guarantees |
to expiration in most circumstances.

Litigation and Related Contingenci

The Company and one of its subsidiaries are defaéada twopurported class action lawsuits: James P. Temnillehe Western Unic
Company and Robert P. Smet v. The Western Uniong2om both of which are pending in the United Stddestrict Court for the District «
Colorado. The original complaints asserted claims Violation of various consumer protection lawsjust enrichment, conversion ¢
declaratory relief, based on allegations that then@any waits too long to inform consumers if thawney transfers are not redeemed b
recipients and that the Company uses the unredemdd to generate income until the funds are egeleto state governments. The Ten
complaint was served on the Company on April 20920 he Smet complaint was served on the Comparypoih 6, 2010. On September !
2009, the Court granted the Compangiotion to dismiss the Tennille complaint and gtneeplaintiff leave to file an amended compla®@t
October 21, 2009, Tennille filed an amended complarhe Company moved to dismiss the Tennille armdndomplaint and the Sn
complaint. On November 8, 2010, the Court denied rttotion to dismiss as to the plaintifishjust enrichment and conversion claims.
February 4, 2011, the Court dismissed plaintiéssumer protection claims. On March 11, 2011 pthatiffs filed an amended complaint t
adds a claim for breach of fiduciary duty, varielements to its declaratory relief claim and Westédnion Financial Services, Inc. a
defendant. On April 25, 2011, the Company and Wasthion Financial Services, Inc. filed a motiondismiss the breach of fiduciary d
and declaratory relief claims. Western Union Finah8ervices, Inc. also moved to compel arbitratiérthe plaintiffs’claims and to stay tl
action pending arbitration. On November 21, 20h&, €ourt denied the motion to compel arbitratiod &me stay request. Both compai
appealed the decision. On January 24, 2012, thieed)Sitates Court of Appeals for the Tenth Circuiinged the companieséquest to stay tl
District Court proceedings pending their appealribyithe fourth quarter of 2012, the parties exedwt settlement agreement, which the C
preliminarily approved on January 3, 2013. Theemttnt agreement, which is subject to the Ceditial approval, would result in a substar
amount of the settlement proceeds to be paid fl@Companys existing related unclaimed property liabilitifsa settlement agreement is
approved, the Company and Western Union Finaneali&es, Inc. intend to vigorously defend themselagainst both lawsuits.

13
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

On February 11, 2010, the Company signed an agraeamel settlement, which resolved all outstandegal issues and claims with
State of Arizona and required the Company to fundudti-state not-foprofit organization promoting safety and securitgng the Unite
States and Mexico border, in which California, Tegsad New Mexico are participating with Arizona. part of the agreement and settlerr
the Company has made and expects to make ceriastinents in its compliance programs along theddn8tates and Mexico border ar
monitor has been engaged for those programs. Queda23, 2013, the monitor announced his intentmmesign, and a hew monitor v
appointed effective March 15, 2013. Pursuant totées and conditions of the agreement and settierntige costs of the investments in
Company’s programs and for the monitor were expetdebe $23.0 milliorover the period from signing through 2013; howeweetual cos!
have exceeded this amount. In addition, in thetfoquarter of 2012, the CompasyBusiness Solutions business was included inadbpeso
the monitors review. The Company is considering entering iato extension of the term of the agreement andessttht, or anoth
arrangement with the State of Arizona, either ofollwould require the approval of the State of Aria and could have further adverse efi
on the Company’s business, including additionaltszo$he monitor has made a number of recommendatietated to the Comparsy’
compliance programs. While the Company has devaigdificant time and resources to these effortsisitexpected that not eve
recommendation of the monitor will be fully implented within the required timeframe ending on July 3013. If the Company is not able
negotiate an extension of the agreement and settieiwor other arrangement and the State of Arizogterchines that the Company
committed a willful and material breach, the StateArizona has indicated that it will pursue remediunder the agreement and settler
which could include initiating civil or criminal &ons. The pursuit by the State of Arizona of remsdunder the agreement and settlel
could have a material adverse effect on the Conipdousiness, financial condition or results of Giens.

On March 20, 2012, the Company was served withdaréd grand jury subpoena issued by the UnitedeStAttorneys Office for th
Central District of California ("USAQO") seeking doments relating to Shen Zhou International (“USrSEdaou”), a former Western Unic
agent located in Monterey Park, California. Thexgipal of US Shen Zhou was indicted in 2010 anclisently awaiting trial in U.S. v. Zhi t
Wang (SA CR 10-196, C.D. Cal.). Concurrent with glezernmens service of the subpoena, the government notifiedCompany that it is
target of an ongoing investigation into structuramyl money laundering. Since March 20, 2012, thefamy has received additional subpo
from the USAO seeking additional documents relatm@)S Shen Zhou, materials relating to certaireofbrmer and current agents and ¢
materials relating to the Company’s amténey laundering compliance policies and proceddries government has interviewed several cu
and former Western Union employees and has semadigury subpoenas seeking testimony from sewenaént and former employees. -
governments investigation is ongoing and the Company may ivecadditional requests for information as parttleé investigation. Tt
Company continues to cooperate fully with the goweznt. The Company is unable to predict the outcohtiee governmens' investigation,
the possible loss or range of loss, if any, whictld be associated with the resolution of any gadssiriminal charges or civil claims that n
be brought against the Company. Should such chargetims be brought, the Company could face figmit fines, damage awards
regulatory consequences which could have a matahiadrse effect on the Company’s business, finhoeiaition and results of operations.

In addition, in the normal course of business,Gloepany is subject to other claims and litigatistanagement of the Company belie
such matters involving a reasonably possible chafdess will not, individually or in the aggregatesult in a material adverse effect on
Companys financial condition, results of operations andhciows. The Company accrues for loss contingenasethey become probable
estimable.

14




Table of Contents

THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

On January 26, 2006, the First Data Corporatiotrgtbata”)Board of Directors announced its intention to perthe distribution of all «
its money transfer and consumer payments businabsta interest in a Western Union money transfggng, as well as its related ass
including real estate, through a tax-free distitnutto First Data shareholders (the “Spin-off”).eTBpineff resulted in the formation of t
Company and these assets and businesses no laxiggrdart of First Data. Pursuant to the separadimoh distribution agreement with F
Data in connection with the Spoff, First Data and the Company are each liabledad agreed to perform, all liabilities with respto thei
respective businesses. In addition, the separatiohdistribution agreement also provides for cindemnities principally designed to pl:
financial responsibility for the obligations andbilities of the Compang’ business with the Company and financial respditgitior the
obligations and liabilities of First Dataretained businesses with First Data. The Compésoyentered into a tax allocation agreement iz
forth the rights and obligations of First Data @he Company with respect to taxes imposed on thepective businesses both prior to and
the Spin-off as well as potential tax obligations\vhich the Company may be liable in conjunctidthwhe Spin-off (see Note 12).

6. Related Party Transactions

The Company has ownership interests in certaitsafdents accounted for under the equity meth@todunting. The Company pays tt
agents, as it does its other agents, commissiamadoey transfer and other services provided orCihimpanys behalf. Commission expel
recognized for these agents for the three monttieceMarch 31, 2013 and 2012 totaled $15.2 milliod $16.1 million , respectively.

The Company has a director who is also a direapafcompany that previously held significant irtmeants in two of the Compary’
existing agents. During the three months ended Maig 2012, this company sold its interest in ohéhese agents, so that for the three mc
ended March 31, 2013, this company held a sigaifiitnvestment in only oregent. These agents had been agents of the Comppanyo the
director being appointed to the board. The Compaepgnized commission expense of $4.1 million ahd.® million for the three monti
ended March 31, 2013 and 2012 , respectively,aélat these agents during the period the agents affiliated with the Company’s director.
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7. Settlement Assets and Obligations

Settlement assets represent funds received or teedmved from agents for unsettled money transfersney orders and consur
payments. The Company records corresponding settileobligations relating to amounts payable undeney transfers, money orders
consumer payment service arrangements. Settlerasetsaand obligations also include amounts reckeiviadim, and payable to, businesse:
the value of customer cross-currency payment tidioses related to the Business Solutions segment.

Settlement assets and obligations consisted dbtlosving (in millions):

March 31, December 31,
2013 2012
Settlement assets:
Cash and cash equivalents $ 932.C $ 574.¢
Receivables from selling agents and Business Solsittustomers 1,162.( 1,025.:
Investment securities 1,225.. 1,514.¢
$ 3,319.. $ 3,114.¢
Settlement obligations:
Money transfer, money order and payment servicalnag $ 2,489.. $% 2,297.:
Payables to agents 829.¢ 817.t
$ 3,319.. $ 3,114.¢

Investment securities consist primarily of highited state and municipal debt securities, inclyidiariable rate demand notes. Vari
rate demand note securities can be put (sold atygcally on a daily basis with settlement pedodnging from the same day to one week
have varying maturities through 2044 . Generaligse securities are used by the Company for shortliquidity needs and are held for sl
periods of time, typically less than 30 days . Te&mpany is required to hold specific highted, investment grade securities and
investments are restricted to satisfy outstandattiesnent obligations in accordance with applicaéte and foreign country requirements.
substantial majority of the Company’s investmerdusities are classified as available-Bate and recorded at fair value. Investment seées
are exposed to market risk due to changes in siteates and credit risk. Western Union regularbnitors credit risk and attempts to mitic
its exposure by investing in highly-rated secusitignd through investment diversification. As of BMaBl, 2013, the majority of th
Company’s investment securities had credit ratofg®\A-" or better from a major credit rating agenc

Unrealized gains and losses on availablesfile securities are excluded from earnings ancepted as a component of accumulated
comprehensive income or loss, net of related dedetaxes. Gains and losses on investments arelateldwsing the specificlentificatior
method and are recognized during the period in fvttie investment is sold or when an investment iégpees an other-thaemporary declir
in value. Proceeds from the sale and maturity eflalble-for-sale securities during the three momthded March 31, 2013 and 2012 wa#et
billion and $3.0 billion , respectively.
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The components of investment securities are aswsl(in millions):

Gross Gross Net
Amortized Fair Unrealized Unrealized Unrealized
March 31, 2013 Cost Value Gains Losses Gains
State and municipal debt securities (a) $ 943.¢ $ 954, % 11 $ 0.9 $ 10.¢
State and municipal variable rate demand notes 248.¢ 248.¢ — — —
Corporate debt and other 21.¢ 21.¢ 0.1 — 0.1
$ 1,214 % 1,225.: $ 117 $ 0.8 % 10.¢
Gross Gross Net
Amortized Fair Unrealized Unrealized Unrealized
December 31, 2012 Cost Value Gains Losses Gains
State and municipal debt securities (a) $ 991t $ 1,003 $ 125 $ 03 $ 12.2
State and municipal variable rate demand notes 463.: 463.: — — —
Corporate debt and other 471 47.¢ 0.1 — 0.1
$ 1,502 $ 1514.¢ $ 12¢ % 03 % 12.:
(a) The majority of these securities are fixate instrument

The following summarizes the contractual maturibémvestment securities as of March 31, 2013x(iions):

Fair
Value
Due within 1 year $ 209.1
Due after 1 year through 5 years 725.1
Due after 5 years through 10 years 57.C
Due after 10 years 233.¢
$ 1,225..

Actual maturities may differ from contractual maties because issuers may have the right to cadtepay the obligations or the Comp
may have the right to put the obligation priort®dontractual maturity, as with variable rate dedhaotes. Variable rate demand notes, he
a fair value of $6.1 million , $14.5 million , $8Billion and $219.5 million , are included in thBue within 1 year,” Due after 1 year throu
5 years,” “Due after 5 years through 10 years” ‘dhgke after 10 years” categories, respectively hia table above.
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8. Accumulated Other Comprehensive Loss

The following table summarizes the components ofiawlated other comprehensive loss, net of tamfltions). All amounts reclassifi¢
from accumulated other comprehensive loss affectitie items noted below within the Condensed Clisesied Statements of Income.

2013 2012

Unrealized gains on investment securities as afidigni, $ 77 % 4.¢
Unrealized gains 1.5 5.¢
Tax expense (0.6) (2.2
Reclassification of gains into “Other revenues” (2.9 (1.9
Tax expense related to reclassifications 1.1 0.t
Net unrealized gains/(losses) on investment séesirit (0.9 2.8
Unrealized gains on investment securities as otMad., $ 6.8 ¢ 7.7
Unrealized gains/(losses) on hedging activitiesfakanuary 1, $ (219 $ 5.1
Unrealized gains/(losses) 23.¢ (23.0
Tax (expense)/benefit (3.9 3.4
Reclassification of gains into “Transaction fees” (0.4 (1.9
Reclassification of gains into “Foreign exchangesraies” (0.7) (0.6)
Reclassification of losses into “Interest expense” 0.8 0.¢
Tax benefit related to reclassifications (0.7 —
Net unrealized gains/(losses) on hedging activities 20.4 (21.9)
Unrealized losses on hedging activities as of M&th $ (15 % (16.7)
Foreign currency translation adjustments as of digni, $ 8L $ (6.9
Foreign currency translation adjustments (2.3 3.3
Tax expense (0.9 (0.5
Net foreign currency translation adjustments (3.3 2.8
Foreign currency translation adjustments as of &, $ (116 $ (3.5
Defined benefit pension plan adjustments as ofalgni,, $ (129.9 $ (122.2)
Reclassification of losses into “Cost of services” 3.1 2.€
Tax benefit related to reclassifications and other (0.6) (1.0
Net defined benefit pension plan adjustments 25 1.€
Defined benefit pension plan adjustments as of Mat; $ (127.9) $ (120.¢
Accumulated other comprehensive loss as of Mar¢h 31 $  (1333) § (1329
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9. Employee Benefit Plan

The Company has one frozen defined benefit perngliam (the “Plan”) for which it had recorded unfuddeension obligations d93.:
million and $102.1 million as of March 31, 2013 abécember 31, 2012 , respectively, included in ‘@thabilities” in the Condens¢
Consolidated Balance Sheets. The Company is rehtarkind $23 million to the Plan in 2013. Durifgtthree months ended March 31, 2013
the Company made contributions of approximatelyrfifion to the Plan.

The following table provides the components ofpeiodic benefit cost for the Plan (in millions):

Three Months Ended

March 31,
2013 2012
Interest cost $ 3C $ 3.7
Expected return on plan assets (5.2 (5.2
Amortization of actuarial loss 3.1 2.€
Net periodic benefit cost $ 0c § 11

10. Derivatives

The Company is exposed to foreign currency exchaisgaesulting from fluctuations in exchange rag@smarily the euro, and to a les
degree the Canadian dollar, British pound, Austratiollar, Mexican peso, and other currenciestadlto forecasted money transfer reve
and on money transfer settlement assets and ablgafThe Company is also exposed to risk fromvagitie contracts written to its custom
arising from its crossurrency Business Solutions payments operationglitiddally, the Company is exposed to interest rigk related t
changes in market rates both prior to and subse¢do¢he issuance of debt. The Company uses dem@gto (a) minimize its exposures rele
to changes in foreign currency exchange rates atateist rates and (b) facilitate crassrency Business Solutions payments by wr
derivatives to customers.

The Company executes derivatives with establisheh€ial institutions, with the substantial majprif these financial institutions havi
credit ratings of “A-"or better from a major credit rating agency. Thenpany also writes Business Solutions derivativestimavith small an
medium size enterprises. The primary credit ridkenent in derivative agreements represents thehilitysthat a loss may occur from t
nonperformance of a counterparty to the agreem&hts.Company performs a review of the credit riskhese counterparties at the incep
of the contract and on an ongoing basis. The Cognpéso monitors the concentration of its contraeith any individual counterparty. T
Company anticipates that the counterparties willabke to fully satisfy their obligations under thgreements, but takes action (inclut
termination of contracts) when doubt arises abloatdounterparties’ ability to perform. The Companlyédged foreign currency exposures
in liquid currencies; consequently, there is mirimisk that appropriate derivatives to maintain tezlging program would not be availabl
the future.

Foreign Currency— Consumer-to-Consumer

The Company’s policy is to use longer-term fore@nrency forward contracts, with maturities of @p36 months at inception anc
targeted weightedverage maturity of approximately one year, to gaiie some of the risk that changes in foreign cayeexchange rat
compared to the United States dollar could haveometasted revenues denominated in other curreneli@®d to its business. As farch 31
2013 , the Company’s longer-term foreign currenaywhrd contracts had maturities of a maximum of rdéénths with a weightedverag
maturity of approximately one year. These contracesaccounted for as cash flow hedges of foredastenue, with effectiveness asse
based on changes in the spot rate of the affeateéreies during the period of designation. Acaogtli, all changes in the fair value of
hedges not considered effective or portions ofttedge that are excluded from the measure of effsntiss are recognized immediatel
“Derivative gains, net” within the Company’s Conded Consolidated Statements of Income.
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The Company also uses short duration foreign cayréorward contracts, generally with maturitiesnfr@ few days up to one month
offset foreign exchange rate fluctuations on seitiet assets and obligations between initiation seilement. In addition, forward contra
typically with maturities of less than one yeae atilized to offset foreign exchange rate flucimag on certain foreign currency denomini
cash positions. None of these contracts are desid@as accounting hedges.

The aggregate equivalent United States dollar natiamounts of foreign currency forward contract®BMarch 31, 2018vere as follow
(in millions):

Contracts not designated as hedges:

Euro $ 203.%
Canadian dollar 50.€
Mexican peso 40.2
British pound 35.5
Other (a) 152.2
Contracts designated as hedges:
Euro $ 459.¢
Canadian dollar 128.(
British pound 94.¢
Australian dollar 47.¢
Other 85.€

(&) Comprised of exposures to fourteen differemtancies. None of these individual currency expesis greater than $25 million
Foreign Currency— Business Solutions

The Company writes derivatives, primarily foreigmrency forward contracts and option contracts, thpasith small and medium si;
enterprises and derives a currency spread fromathisity as part of its Business Solutions operai The Company aggregates its Busi
Solutions payments foreign currency exposuresrariiom customer contracts, including the derivatbontracts described above, and he
the resulting net currency risks by entering inféseatting contracts with established financial itigton counterparties (economic he
contracts). The derivatives written are part of breader portfolio of foreign currency positionssarg from its crossurrency Busine:
Solutions payments operations, which primarily el spot exchanges of currency in addition to fod&waand options. Foreign excha
revenues from the total portfolio of positions w&®&4.0 million and $80.1 million for the three mbatended March 31, 2013 and 2012
respectively. None of the derivative contracts useBusiness Solutions operations are designatetesunting hedges. The duration of ti
derivative contracts at inception is generally libss) one year.

The aggregate equivalent United States dollar natiamounts of foreign currency derivative custoemrtracts held by the Company
its Business Solutions operations as of March 81,32were approximately $4.2 billionThe significant majority of customer contracts
written in major currencies such as the Canadidlarj@uro, Australian dollar and British pound.
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Interest Rate Hedgin— Corporate

The Company utilizes interest rate swaps to effeltichange the interest rate payments on a pootfiéis notes from fixedate paymen
to short-term LIBORbased variable rate payments in order to managevésall exposure to interest rates. The Comparsjgdates the:
derivatives as fair value hedges. The change invidue of the interest rate swaps is offset bjhange in the carrying value of the debt b
hedged within “Borrowings” in the Condensed Corgatieéd Balance Sheets and “Interest expeimséie Condensed Consolidated Staten
of Income has been adjusted to include the effifdrsterest accrued on the swaps and hedge inaféeetss.

The Company, at times, utilizes derivatives to leetlte forecasted issuance of fixede debt. These derivatives are designated a:
flow hedges of the variability in the fixedte coupon of the debt expected to be issued effaetive portion of the change in fair value o
derivatives is recorded in “Accumulated other coefnsive loss” in the Condensed Consolidated Bal&heets.

The Company held interest rate swaps in an aggegztional amount of $1,050.0 million and $800.0ion as of March 31, 201anc
December 31, 2012, respectively. Of this aggregat®nal amount held at March 31, 2013, $500.0iamiltelated to notes due in 20B250.(
million related to notes due in 2015, and $300.0ioni related to notes due in 2018.

Balance Sheet

The following table summarizes the fair value ofidtives reported in the Condensed Consolidatddrige Sheets as dfarch 31, 201
and December 31, 2012 (in millions):

Derivative Assets Derivative Liabilities
Fair Value Fair Value
Balance Sheet March 31, December 31, Balance Sheet March 31, December 31,
Location 2013 2012 Location 2013 2012
Derivatives — hedges:
Interest rate fair value hedges —
Corporate Other assets  $ 4C % 13.1 Other liabilities  $ 01 $ —
Foreign currency cash flow hedges
Consumer-to-Consumer Other assets 25.5 10.¢ Other liabilities 7.7 17.€
Total $ 292 $ 23.¢ $ 76 % 17.€
Derivatives — undesignated:
Foreign currency — Business
Solutions Other assets  $ 122 % 71.€ Other liabilites  $ 1111 $ 66.5
Foreign currency — Consumer-to-
Consumer Other assets 2.8 1.C Other liabilities 0.4 2.C
Total $ 124¢ $ 72.¢ $ 1118 $ 68.5
Total derivatives $ 1541  $ 96.¢ $ 119.:. $ 86.1
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The fair values of derivative assets and liabgitessociated with contracts that include nettimguage that the Company believes t
enforceable have been netted in the following w@bbtepresent the Company’s net exposure with thesaterparties. The Compasyrights
under these agreements generally allow for traimsecto be settled on a net basis, including upaty éermination, which could occur ug
the counterparty’s default, a change in controbtber conditions.

In addition, certain of the Compaisybther agreements include netting provisionsetiferceability of which may vary from jurisdictida
jurisdiction and depending on the circumstances @uthe uncertainty related to the enforceabdityhese provisions, the derivative balar
associated with these agreements are includednwibérivatives not subject to master netting aremgnt or similar agreemenifi the
following tables. In certain circumstances, the @amy may require its Business Solutions custoneensaintain collateral balances which r
mitigate the risk associated with potential custodefaults.
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The following tables summarize the gross and rievidue of derivative assets and liabilities adviafrch 31, 2013 anBecember 31, 20:
(in millions):

Offsetting of Derivative Assets

Gross Amounts Net Amounts Derivatives Not
Offset in the Presented in the Offset in the
Condensed Condensed Condensed
Gross Amounts of Consolidated Consolidated Consolidated
March 31, 2013 Recognized Assets Balance Sheets Balance Sheets Balance Sheets Net Amounts
Derivatives subject to a master netting
arrangement or similar agreement $ 63.C $ —  $ 63.C $ (28.) $ 34.2

Derivatives that are not or may not be
subject to master netting arrangement o
similar agreement 91.1

Total $ 154.1

December 31, 2012

Derivatives subject to a master netting

arrangement or similar agreement $ 391 $ — 3 39.1 $ (19.6) $ 19.5
Derivatives that are not or may not be

subject to master netting arrangement or

similar agreement 57.7

Total $ 96.¢

Offsetting of Derivative Liabilities

Gross Amounts Net Amounts Derivatives Not
Offset in the Presented in the Offset in the
Gross Amounts of Condensed Condensed Condensed
Recognized Consolidated Consolidated Consolidated
March 31, 2013 Liabilities Balance Sheets Balance Sheets Balance Sheets Net Amounts

Derivatives subject to a master netting

arrangement or similar agreement $ 37t $ — 37t % (28.¢) $ 8.
Derivatives that are not or may not be

subject to master netting arrangement o

similar agreement 81.¢

Total $ 119.2

~I

December 31, 2012
Derivatives subject to a master netting
arrangement or similar agreement $ 30 % — ¢ 30 % (19.¢) $ 10.¢

Derivatives that are not or may not be
subject to master netting arrangement or
similar agreement 55.€

Total $ 86.1
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I ncome Statement

The following tables summarize the location and am@f gains and losses of derivatives in the Caosdd Consolidated Statement
Income segregated by designated, qualifying hedgisiguments and those that are not, for the thmeaths ended March 31, 2013 a2f@flz

(in millions):
Fair Value Hedges

The following table presents the location and amaidrgains/(losses) from fair value hedges for ttiiee months endedarch 31, 201
and 2012 (in millions):

Gain/(Loss) Recognized in Income on

Gain/(Loss) Recognized in Income on Derivatives (Ineffective Portion and Amount

Gain/(Loss) Recognized in Income on
Derivatives Related Hedged Item (a) Excluded from Effectiveness Testing)
Income Amount Income Amount Income Amount
Statement March 31, March 31, Hedged Statement March 31, March 31, Statement March 31, March 31,
Derivatives Location 2013 2012 Item Location 2013 2012 Location 2013 2012
Interest rate contrac Interest Fixed-rate Interest Interest
expense $ 0.6 $ 1.7 debt expense $ 32 $ 0.2 expense $ 01 $ —
Total gain/(loss) $ 0.6 $ 1.7 $ 3.2 % 0.2 $ 01 $ .

Cash Flow Hedges
The following table presents the location and amaidrgains/(losses) from cash flow hedges for tire¢ months endedarch 31, 201
and 2012 (in millions):

Gain/(Loss) Recognized in Income on

Gain/(Loss) Reclassified from
Derivatives (Ineffective Portion and Amount

Gain/(Loss) Recognized

in OCI on Derivatives Accumulated OCI into Income
(Effective Portion) (Effective Portion) Excluded from Effectiveness Testing) (b)
Amount Income Amount Amount
Statement Income

Derivatives March 31, 2013  March 31, 2012 Location March 31, 2013 March 31, 2012 Statement Location  March 31, 2013  March 31, 2012
Foreign currenc

contracts $ 23¢ % (23.0)0 Revenue $ 0t $ 2.5 Derivative gains, net $ 02 $ 14
Interest rate

contracts (c) — — Interest expense (0.9 (0.S) Interest expense — —
Total gain/(loss) $ 23¢ % (23.0 $ 04 $ 1.€ $ 02 $ 14
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Undesignated Hedges

The following table presents the location and amadimet gains/(losses) from undesignated hedgethéothree months endédarch 31
2013 and 2012 (in millions):

Gain/(Loss) Recognized in Income on Derivatives (d)

Income Statement Location Amount
Three Months Ended
March 31,
Derivatives 2013 2012
Foreign currency contracts (e) Selling, general and administrative $ 77 $ (24.9)
Foreign currency contracts (f) Derivative gainst n 0.7 0.2
Total gain/(loss) $ 84 $ (14.¢)

(@) The gain of $3.3 million and $0.2 million inet three months ended March 31, 2013 and 201pecteely, was comprised of a gain/
(loss) in value on the debt of $0.6 million and.$jImillion , respectively, and amortization of lgedaccounting adjustments $2.7
million and $1.9 million , respectively.

(b) The portion of the change in fair value of a deiix@ excluded from the effectiveness assessmenfdi@ign currency forwal
contracts designated as cash flow hedges reprasentifference between changes in forward ratdsspot rates.

(c) The Company uses derivatives to hedge the#sted issuance of fixed-rate debt and recordefteetive portion of the derivative’
fair value in “Accumulated other comprehensive 'lossthe Condensed Consolidated Balance Sheets. Hmesents are reclassifi
to “Interest expense” in the Condensed Consolidgtatements of Income over the life of the relatetés.

(d) The Company uses foreign currency forward and aptiontracts as part of its Business Solutions paysneperations. The
derivative contracts are excluded from this talsli¢hey are managed as part of a broader currentfiplpmthat includes nomerivative
currency exposures. The gains and losses on tiees@tives are included as part of the broaderdalsee of portfolio revenue for tt
business discussed above.

(e) The Company uses foreign currency forward contrctsffset foreign exchange rate fluctuations otlesment assets and obligatit
as well as certain foreign currency denominatedtipos. Foreign exchange gains/(losses) on settiérassets and obligations
cash balances, not including amounts related tovateres activity as displayed above, for the thmeenths ended March 31, 20&8¢
2012, were $(6.2) million and $16.1 million , respeely.

) The derivative contracts used in the Compamgvenue hedging program are not designated agebfead the final month of tl
contract.

An accumulated other comprehensive pre-tax gaifilgt.3 millionrelated to the foreign currency forward contrastexpected to |
reclassified into revenue within the next 12 mendls of March 31, 2013 . Approximately $3.6 milliohnet losses on the forecasted !
issuance hedges are expected to be recognizedtarést expense” in the Condensed Consolidate@rSgaits of Income within the nexg
months as of March 31, 2013 . Monounts have been reclassified into earnings &suatrof the underlying transaction being consid
probable of not occurring within the specified tiperiod.
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Borrowings

The Company'’s outstanding borrowings consistedheffollowing (in millions):

March 31, 2013 December 31, 2012
Due in less than one year:
Commercial paper (a) $ —  $ —
Floating rate notes (b) — 300.(
Due in greater than one year (c):
6.500% notes (effective rate of 5.5%) due 2014 500.( 500.(
2.375% notes due 2015 (d) 250.( 250.(
5.930% notes due 2016 (d) 1,000.( 1,000.(
2.875% notes due 2017 (d) 500.( 500.(
3.650% notes due 2018 (d) 400.( 400.(
5.253% notes due 2020 (d) 324.¢ 324.¢
6.200% notes due 2036 (d) 500.( 500.(
6.200% notes due 2040 (d) 250.( 250.(
Other borrowings 5.8 5.8
Total borrowings at par value 3,730.° 4,030.°
Fair value hedge accounting adjustments, net (c) 17.C 20.2
Unamortized discount, net (20.9 (21.9)
Total borrowings at carrying value (e) $ 3,726.¢ % 4,029.:

(@)

(b)

(c)

(d)
(e)

Pursuant to the Compasyommercial paper program, the Company may issseaured commercial paper notes in an amount
exceed $1.5 billion outstanding at any time, redute the extent of borrowings outstanding on then@anys Revolving Cred
Facility in excess of $150 million . The commer@alper notes may have maturities of up to 397 ftays date of issuance.

The floating rate notes due in March 2013 wexgaid using the Comparsy'cash, including cash generated from operationl
proceeds from the Company’s issuance of notes dugé and 2017.

The Company utilizes interest rate swaps desigregddir value hedges to effectively change ther@st rate payments on a portio
its notes from fixed-rate payments to short-terlB@QR-based variable rate payments in order to managwésll exposure to intert
rates. The changes in fair value of these intesdstswaps result in an offsetting hedge accouratjgstment recorded to the carry
value of the related note. These hedge accoundjugptanents will be reclassified as reductions tinoreases in “Interest expensg”
the Condensed Consolidated Statements of Incometbedife of the related notes, and cause thect¥e rate of interest to diff
from the notes’ stated rate.

The difference between the stated interest ratdtemdffective interest rate is not significi
As of March 31, 2013 , the Company’s weighaedrage effective rate on total borrowings was axiprately 5.0%

The Company’s maturities of borrowings at par valaeof March 31, 2013 are $500.0 million in 20125&0 million in 2015$1.0 billior

in 2016, $500.0 million in 2017, $400.0 million2018, and approximately $1.1 billion thereafter.

The Company’s obligations with respect to its arsing borrowings, as described above, rank equally
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12. Income Taxes

The Company’s effective tax rates on pre-tax incdorethe three months ended March 31, 2013 and 2042 15.3% and 14.8%
respectively. For the three months ended Marct2813 and 2012 , 97% and 85% of the Company'sgténcome was derived from fore
sources, respectively. However, certain portionthefCompanys foreign source income are subject to United Stigtderal and state inco
tax as earned due to the nature of the incomedmidend repatriations of the Compaayfbreign source income are generally subject titeld
States federal and state income tax.

Uncertain Tax Positions

The Company has established contingency reserves ¥ariety of material, known tax exposures. TlemPanys tax reserves refle
managemens judgment as to the resolution of the issues ireif subject to judicial review or other settlamé~Nhile the Company believ
its reserves are adequate to cover reasonably texpex risks, there can be no assurance thal, imstances, an issue raised by a tax auth
will be resolved at a financial cost that does exxteed its related reserve. With respect to theserves, the Comparsyincome tax expen
would include (i) any changes in tax reserves rgidirom material changes during the period in thetf and circumstances (i.e., 1
information) surrounding a tax issue and (ii) afffedence from the Company'tax position as recorded in the financial statésand the fini
resolution of a tax issue during the period. Suebolution could materially increase or decreasenme tax expense in the Company’
consolidated financial statements in future perimad could impact operating cash flows.

Unrecognized tax benefits represent the aggregateeffect of differences between tax return posgiand the amounts otherw
recognized in the Company’s consolidated finanstatements, and are reflected in “Income taxesigayén the Condensed Consolida
Balance Sheets. The total amount of unrecognizedéaefits as of March 31, 2013 and December 312 2@as $104.3 million an#i103.:
million , respectively, excluding interest and penaltielse Total amount of unrecognized tax benefits tHatecognized, would affect tl
effective tax rate was $94.6 million and $93.5 il as of March 31, 2013 and December 31, 20i@spectively, excluding interest ¢
penalties.

The Company recognizes interest and penalties nethect to unrecognized tax benefits in “Providmmincome taxesin its Condense
Consolidated Statements of Income, and recordsasiseciated liability in “Income taxes payabie”its Condensed Consolidated Bale
Sheets. The Company recognized $0.7 million ands$fillion in interest and penalties during theetth months ended March 31, 2041
2012 , respectively. The Company has accrued $20l®n and $20.0 million for the payment of intsteand penalties as dfarch 31, 201
and December 31, 2012 , respectively.

The unrecognized tax benefits accrual as of Mafigi?B13consists of federal, state and foreign tax matiefis. reasonably possible tl
the Company’s total unrecognized tax benefits ditrease by approximately $24.0 million during tlext 12months in connection wi
various matters which may be resolved.

The Company and its subsidiaries file tax retuorstie United States, for multiple states and Itieal and for various nobhited State
jurisdictions, and the Company has identified thatét States as its major tax jurisdiction, as itteome tax imposed by any one fore
country is not material to the Company. The Unitdtes federal income tax returns of First Datackvinclude the Company, are eligible
be examined for 2005 and 2006. The Company’s UrStates federal income tax returns since the Sipiare also eligible to be examined.
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The United States Internal Revenue Service (“IR®Mpleted its examination of the United States f@ldeonsolidated income tax retu
of First Data for 2003 and 2004, which included @@mpany, and issued a Notice of Deficiency in Deoer 2008. In December 2011,
Company reached an agreement with the IRS resokbubgtantially all of the issues related to the @any’s restructuring of its internatiot
operations in 2003. As a result of the IRS Agreermi'e Company expects to make cash payments abxprately $190 million, of whict
$92.4 million were made in the year ended DecerBthe2012, including $65 million paid during theglrmonths ended March 31, 2012a
payments were made in the three months ended N8drch013. The IRS completed its examination of the Unite¢atés federal consolidal
income tax returns of First Data, which include @@mpany’s 2005 and pre-Spafif 2006 taxable periods and issued its report otoker 31
2012 (“FDC 30-Day Letter”). Furthermore, the IRSrgueted its examination of the Compasynited States federal consolidated incom:
returns for the 2006 post-Spin-off period throu@i®2 and issued its report also on October 31, Z042) 30-Day Letter”). Both the FDC 30-
Day Letter and the WU 3Day Letter propose tax adjustments affecting then@any, some of which are agreed and some of wtre
unagreed. Both First Data and the Company filed tiespective protests with the IRS Appeals Divisan November 28, 2012 related to
unagreed proposed adjustments. The Company belisweserves are adequate with respect to botagreed and unagreed adjustments.

As of March 31, 2013, no provision had been maddJhited States federal and state income taxesedain of the Company’outsid
tax basis differences, which primarily relate tewoulated foreign earnings of approximately $4l60oi , which are expected to be reinve:
outside the United States indefinitely. Upon disition of those earnings to the United Statesénféihm of actual or constructive dividends,
Company would be subject to United States incomestgsubject to an adjustment for foreign tax ¢sddistate income taxes and pos:
withholding taxes payable to various foreign coi@str Such taxes could be significant. Determinatibthis amount of unrecognized defei
United States tax liability is not practicable besa of the complexities associated with its hypithecalculation.

Tax Allocation Agreement with First Data

The Company and First Data each are liable forstamgosed on their respective businesses both fiand after the Spioff. If suck
taxes have not been appropriately apportioned legtviFérst Data and the Company, subsequent adjustmesy occur that may impact
Company'’s financial condition or results of opevas.

Also under the tax allocation agreement, with respe taxes and other liabilities that result franfinal determination that is inconsist
with the anticipated tax consequences of the Sfiifas set forth in the private letter ruling anelevant tax opinion) (“Spiff Relatec
Taxes”), the Company will be liable to First Data iny such Spinff Related Taxes attributable solely to actioreetaby or with respect
the Company. In addition, the Company will alsdlibble for half of any Spiroff Related Taxes (i) that would not have been isgabbut fo
the existence of both an action by the Companyamadction by First Data or (ii) where the Company &irst Data each take actions t
standing alone, would have resulted in the impmsitf such Spireff Related Taxes. The Company may be similarlgléaf it breaches certe
representations or covenants set forth in the tagaion agreement. If the Company is requirechttemnify First Data for taxes incurred ¢
result of the Spin-off being taxable to First Datdikely would have a material adverse effecttbha Companys business, financial conditi
and results of operations. First Data generally bglliable for all Spin-off Related Taxes, othiean those described above.
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

13. Stock Compensation Plans

For the three months ended March 31, 2013 and 20&2Company recognized stock-based compensatipeneg of $10.4 milliomnc
$10.5 million , respectively, resulting from stagftions, restricted stock units, performameesed restricted stock units and bonus stock i
the Condensed Consolidated Statements of Incoméndthe three months ended March 31, 2013 , thegamy granted 3.9 milliooptions a
a weighted-average exercise price of $14.00 , 2lBomrestricted stock units at a weighted-averagent date fair value of $12.64 aQd
million performance-based restricted stock unita ateighted-average grant date fair value of $13Bl6e performancéased restricted sto
units granted in 2013 are restricted stock unitsnarily granted to the Compars/executives, which require certain financial otijess to b
met during 2013 and 2014 plus an additional vespagod and are subject to a payout modifier bazedhe Company relative tot:
shareholder return over a three year performangec&013 through 2015).

As of March 31, 2013 , the Company had 28.2 millautstanding options at a weighted-average exeprise of $17.96 , and hail.€
million options exercisable at a weighted-averager@se price of $18.60 . The Company had 6.8 amillionvested restricted stock units
weighted-average grant date fair value of $15.7df &darch 31, 2013 .

The Company used the following assumptions foBlaek-Scholes option pricing model to determine the valfi@/estern Union optiol
granted in the three months ended March 31, 2013 :

Stock options granted:

Weighted-average risk-free interest rate 1.2%
Weighted-average dividend yield 3. 7%
Volatility 35.2%
Expected term (in years) 6.0¢
Weighted-average grant date fair value $ 3.2C

All assumptions used to calculate the fair valué\astern Union’s stock options granted during tive¢ months endedarch 31, 201
were determined on a consistent basis with thosengstions disclosed in the Company’s Annual Repart-orm 10K for the year ende
December 31, 2012 .
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

14. Segments

As previously described in Note 1, the Company sifees its businesses into three segments: Constov@onsumer, Consumer-to-
Business and Business Solutions. Operating segraendefined as components of an enterprise tlyggenin business activities, about wil
separate financial information is available thaevsluated regularly by the Compasychief operating decision maker in deciding whe
allocate resources and in assessing performance.

The Consumer-to-Consumer operating segment faesitaoney transfers between two consumers. The @wyigomoney transfer servi
is viewed by the Company as one interconnectedagjiobtwork where a money transfer can be sent fsamlocation to another, around
world, including related transactions that can mi&ated through the Comparsywebsites and account based money transfers. eigraes
includes six regions whose functions are limitegénmerating, managing and maintaining agent relaligps and localized marketing activit
These regions interact on transactions with conssiaad share common processes, systems and liceheesby constituting one glol
Consumer-to-Consumer money transfer business amdmerating segment.

The Consumer-t@usiness operating segment facilitates bill paymdrdm consumers to businesses and other orgamaatincludin
utilities, auto finance companies, mortgage sersidiancial service providers, government agenaigd other businesses.

The Business Solutions operating segment facititageyment and foreign exchange solutions, primasilyss-border, crossirrenc
transactions, for small and medium size enterpaseisother organizations and individuals.

All businesses that have not been classified iratim/e segments are reported as “Other” and inch@l€ompanys money order, preps
services, mobile money transfer, and other busi#rseasd services.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

The following table presents the Company’s repdetagment results for the three months ended MatcR013 and 2012 (in millions):

Three Months Ended

March 31,
2013 2012
Revenues:
Consumer-to-Consumer:

Transaction fees $ 809.¢ $ 872.(

Foreign exchange revenues 225.¢ 239.¢

Other revenues 15.C 13.2

1,050.: 1,124.¢
Consumer-to-Business:
Transaction fees 145.¢ 147.5
Foreign exchange and other revenues 7.6 7.4
153.% 155.1
Business Solutions:
Foreign exchange revenues 84.C 80.1
Transaction fees and other revenues 8.€ 6.€
92.¢ 86.¢
Other:

Total revenues 28.7 26.¢
Total consolidated revenues $ 1,325.: $ 1,393.¢
Operating income/(loss):

Consumer-to-Consumer $ 267.1 $ 311.C

Consumer-to-Business 37.¢ 41.1

Business Solutions (a) (6.2 (14.9)

Other (1.9 (5.2
Total consolidated operating income $ 296.¢ $ 332t

(a) During the three months ended March 31, 20i8 2012 , the Company incurred $3.9 million andd$@illion , respectively, ¢
integration expenses related to the acquisitiofrafzelex Global Business Payments (“TGBRAihich was acquired in Novemt
2011. TGBP integration expense consists primafilseverance and other benefits, retention, dinedtiacremental expense consis
of facility relocation, consolidation and closurd§; systems integration; amortization of a trawsitil trademark license; and ot
expenses such as training, travel and professi@esl Integration expense does not include cosdsereto the completion of t
TGBP acquisition, which are included in Other.
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THE WESTERN UNION COMPANY

MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

Iltem 2.

This report on Form 10-Q contains certain statersethiat are forwardeoking within the meaning of the Private Secusitlatigatior
Reform Act 01995. These statements are not guarantees of fperfermance and involve certaiisks, uncertainties and assumptions that
difficult to predict. Actual outcomes and resultayndiffer materially from those expressed in, oplied by, our forwardeoking statement
Words such as “expects,” “intends,” “anticipates,"believes,” “estimates,” “guides,” “provides guidane,” “provides outlook” and othe
similar expressions or future or conditional vesagch as “will,” “should,” “would” and “could” are i ntended to identify such forwatdeking
statements. Readers of the Form 10-Q of The Webheion Company (the “Company,” “Western Union,” “we“our” or “us”) should nc
rely solely on the forward-looking statements ahdudd consider all uncertainties and risks discusae the “Risk Factors” sectioranc
throughout the Annual Report on Form 10-K for tiearyendedDecember 31, 2012. The statements are only asaddte they are made, ¢

the Company undertakes no obligation to updatefarward-looking statement.

" ow " ow n ow " ow "o

Possible events or factors that could cause resoitperformance to differ materially from those eegsed in our forwardeoking
statements include the following: (i) events redate our business and industry, such as: deteriorain consumers’ and clientsonfidence i
our business, or in money transfer and paymenticemroviders generally; changes in general ecormoaanditions and economic conditic
in the regions and industries in which we operateluding global economic and trade downturns amméricial market disruptions; politic
conditions and related actions in the United Stated abroad which may adversely affect our busiresseconomic conditions as a wh
failure to compete effectively in the money tranafed payment service industry with respect to gland niche or corridor money trans
providers, banks and other money transfer and payrservice providers, including telecommunicatigmeviders, card associations, cé&
based payment providers and electronic and Intepneviders; the pricing of our services and anycprg reductions, and their impact on t
consumers and our financial results; our abilityaddapt technology in response to changing indusiny consumer needs or trends; our fai
to develop and introduce new services and enhanusmand gain market acceptance of such servideanges in, and failure to mane
effectively, exposure to foreign exchange rateduding the impact of the regulation of foreign leamnge spreads on money transfers
payment transactions; interruptions of United S¢aggvernment relations with countries in which veeénor are implementing significi
business relationships with agents or clients; demin immigration laws, interruptions in immigi@ati patterns and other factors relatec
migrants; mergers, acquisitions and integratioraofjuired businesses and technologies into our Comgacluding Travelex Global Busint
Payments, and the realization of anticipated finahbenefits from these acquisitions, and eventplirng us to write down our goodwi
decisions to change our business mix; failure tonage credit and fraud risks presented by our ageclients and consumers or non-
performance by our banks, lenders, other finans@lVices providers or insurers; adverse movemeamtsvalatility in capital markets and ott
events which affect our liquidity, the liquidity ofir agents or clients, or the value of, or ourlipito recover our investments or amot
payable to us; any material breach of security afeguards of or interruptions in any of our systems ability to attract and retain qualifie
key employees and to manage our workforce suctlgssiur ability to maintain our agent network and businesktionships under terr
consistent with or more advantageous to us thasdtmurrently in place; adverse rating actions bgdit rating agencies; our ability to reali
the anticipated benefits from productivity and esatings and other related initiatives, which maglude decisions to downsize or to transi
operating activities from one location to anothand to minimize any disruptions in our workforcattimay result from those initiatives; «
ability to protect our brands and our other inteftaal property rights; our failure to manage thetgtial both for patent protection and pat
liability in the context of a rapidly developinggkd framework for intellectual property protectioshanges in tax laws and unfavore
resolution of tax contingencies; cessation of diedts in various services provided to us by thgedty vendors; material changes in the ma
value or liquidity of securities that we hold; réstions imposed by our debt obligations; signifitly slower growth or declines in the mo
transfer, payment service, and other markets irclviwie operate; and changes in industry standarésctihg our business; (ii) events rela
to our regulatory and litigation environment, suah: the failure by us, our agents or their subageiot comply with laws and regulatio
including regulatory or judicial interpretations ¢neof, designed to detect and prevent money laingleterrorist financing, fraud and oth
illicit activity, and increased costs or loss ofdiness associated with compliance with those lavesragulations; changes in United State
foreign laws, rules and regulations including timernal Revenue Code, governmel
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or judicial interpretations thereof and industrygmtices and standards, including the impact ofRbecign Account Tax Compliance provisi
of the Hiring Incentives to Restore Employment Aahilities resulting from a failure of our agents their subagents to comply with laws .
regulations; increased costs or loss of business turegulatory initiatives and changes in lawsgukations and industry practices &
standards affecting us, our agents, or their sulmagjdiabilities and unanticipated developmentsuléag from governmental investigations :
consent agreements with, or enforcement actionsdgulators, including those associated with coanpdie with, failure to comply with,
extension of, the settlement agreement with the SfaArizona; the impact on our business from Ereeld+rank Wall Street Reform a
Consumer Protection Act, the rules promulgateddherder, and the actions of the Consumer Financiat&tion Bureau; liabilities resultir
from litigation, including clas-action lawsuits and similar matters, including cgstxpenses, settlements and judgments; failucertly witl
regulations regarding consumer privacy and data asé security; effects of unclaimed property laf@diure to maintain sufficient amounts
types of regulatory capital to meet the changinguiesments of our regulators worldwide; and changesccounting standards, rules ¢
interpretations; and (iii) other events, such aslvarse tax consequences from our ggfinfrom First Data Corporation; catastropt
events; and management’s ability to identify anchawge these and other risks.

Overview

We are a leading provider of money movement sesyigperating in three business segments:

Consumer-to-Consumer The Consumer-t@&onsumer operating segment facilitates money teamsbetween two consume
primarily through a network of third-party agen@ur multi-currency, realime money transfer service is viewed by us as
interconnected global network where a money trarsda be sent from one location to another, arahadvorld. Our money trans
services are available for international cross-eotrhnsfers - that is, the transfer of funds frmme country to anotherand, in certai
countries, intra-country transferghat is, money transfers from one location to aeoth the same country. This segment also incl
money transfer transactions that can be initigdteoligh our websites and account based money transfe

Consumer-to-Business The Consumer-tBusiness operating segment facilitates bill paymdrdm consumers to businesses
other organizations, including utilities, auto firt@ companies, mortgage servicers, financial semproviders, government agent
and other businesses. The significant majoritthefdgegmens revenue was generated in the United States dallipgriods presente

Business Solution- The Business Solutions operating segment fatakt payment and foreign exchange solutions, pifymenoss-
border, crosgurrency transactions, for small and medium sizerpnises and other organizations and individuBtti& majority of th
segment’s business relates to exchanges of curr@ntlye spot rate which enables customers to mad&scurrency payments.
addition, in certain countries, we write foreignreuncy forward and option contracts for customerftilitate future payments.

All businesses that have not been classified inatheve segments are reported as “Otlaerd include our money order, prepaid serv
mobile money transfer, and other businesses anétesy in addition to costs for the investigatiom @losing of acquisitions.

Significant Financial and Other Highlights

Significant financial and other highlights for ttieee months ended March 31, 2013 included:

We generated $1,325.4 million in total consdkdiarevenues compared to $1,393.4 milfienthe comparable period in the prior yi
representing a decrease of 5% .

We generated $296.9 million in consolidated afirg income compared to $332.5 millitor the comparable period in the prior yi
representing a decrease of 11% .
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e Our effective tax rate was 15.3% compared t@8%xfor the comparable period in the prior year. therthree months endétarch 31
2013 and 2012, 97% and 85% of our par-ncome was derived from foreign sources, remgalyg. While the income tax imposed
any one foreign country is not material to us, ouverall effective tax rate could be adversely afdcby changes in tax laws, b
foreign and domestic. Certain portions of our fgresource income are subject to United States &ded state income tax as eal
due to the nature of the income, and dividend regigitns of our foreign source income are genersiligject to United States fede
and state income tax.

» Consolidated net income was $212.0 million coragao $247.3 milliorfor the comparable period in the prior year, repnéing :
decrease of 14% .

e Our consumers transferred $18.9 billion in Cansttto-Consumer principal, of which $16.9 billioglated to croskorder principa
which represented decreases of 3% in both Constovy@onsumer principal and crobstder principal over the comparable perio
the prior year.

» Consolidated cash flows provided by operatingyaies was $237.3 million compared to $215.0 roillfor the comparable period
the prior year. Cash flows provided by operatintivities for the threenonths ended March 31, 2012 were impacted by tgmpat:
of approximately $65 million made as a result & IRS Agreement.
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Results of Operations

The following discussion of our consolidated reswdf operations and segment results refers tohttee tmonths endeldarch 31, 201
compared to the same period in 2012. The resultgpefations should be read in conjunction with diseussion of our segment result:
operations, which provide more detailed discussmrerning certain components of the Condenseddidated Statements of Income.

significant intercompany accounts and transactimta/een our segments have been eliminated.

Overview

The following table sets forth our results of opienas for the three months ended March 31, 20132412 .

(in millions, except per share amounts)
Revenues:
Transaction fees
Foreign exchange revenues
Other revenues
Total revenues
Expenses:
Cost of services
Selling, general and administrative
Total expenses
Operating income
Other income/(expense):
Interest income
Interest expense
Derivative gains, net
Other income/(expense), net
Total other expense, net
Income before income taxes
Provision for income taxes
Net income

Earnings per share:
Basic
Diluted
Weighted-average shares outstanding:
Basic
Diluted

* Calculation not meaningful

Three Months Ended

March 31,
2013 2012 % Change
$ 978.( $ 1,040 (6)%
312.¢ 322.¢ (3)%
35.C 29.¢ 17%
1,325. 1,393.¢ (5)%
759.4 783.( ()%
269.1 277. (3)%
1,028.! 1,060.¢ (3)%
296.¢ 332.t (11)%
04 1.t (73%
(48.9) (44.9 10%
0.t 1.€ (69)%
1.2 (1. *
(46.7) (42.9 10%
250.: 290.1 (14)%
38.2 42.¢ (1%
$ 212 $ 247: (14)%
$ 0371 $ 0.4C (8)%
$ 037 $ 0.4C (8)%
567.¢ 619.1
569.7 621.¢
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Revenues Overview

The majority of transaction fees and foreign exdeamevenues were contributed by our Consum&ednsumer segment, which
discussed in greater detail in “Segment Discussion.

For the three months ended March 31, 2013 comparétke corresponding period in the prior year, otidated revenue decreased 5%
The decrease was caused by our Consum€&oettsumer segment, primarily price reductions in &efridors (in the aggregate, we experiel
transaction growth in the corridors where pricimtjans were implemented, beginning in the fourtarggr of 2012), the impact of complia
related actions in various corridors (see “Enhan&mfulatory Compliancediscussion below), and softness in certain markéts
strengthening of the United States dollar compaoehost other foreign currencies negatively impaatvenue growth by approximately
for the three months ended March 31, 2013.

Foreign exchange revenues decreased for the thoathsnended March 31, 20b8er the corresponding period in the previous ykeaer
primarily by decreased amounts of cross-bordercjpal sent and reduced foreign exchange spreadsrtain corridors in our Consumer-to-
Consumer segment, partially offset by growth in Business Solutions segment.

Fluctuations in the exchange rate between the Wriiates dollar and currencies other than the Uritiates dollar have resulted i
reduction to transaction fees and foreign exchaagenues for the three months ended March 31, 20$22.3 million over the same perioc
the previous year, net of foreign currency hedties, would not have occurred had there been constarency rates.

Operating Expenses Overview
TGBP integration expenses

During the three months ended March 31, 2013 ad@,2@e incurred $ 3.9 millioand $6.4 million, respectively, of integration erpe:
related to the acquisition of TGBP on November @22 TGBP integration expense consists of severandeother benefits, retention, dit
and incremental expense consisting of facility eatmn, consolidation and closures; IT systemsgiration; amortization of a transitiol
trademark license; and other expenses such asntrainavel and professional fees. Integration esgedoes not include costs related tc
completion of the TGBP acquisition. We expect tatowe to incur integration expenses resulting friira acquisition of TGBP for tl
remainder of 2013.

Cost of services

Cost of services primarily consists of agent consiniss, which represent approximately 70% of totet ©f services for both thiéaree
months ended March 31, 2013 and March 31, 204Bo included in cost of services are expenses#dl centers, settlement operations
related information technology costs. Expensesiwithese functions include personnel, software jpgant, telecommunications, bank fe
depreciation, amortization and other expenses iadun connection with providing money transfer atiger payment services.

Cost of services decreased for the three monthedeMhrch 31, 2018ompared to the same period in the prior year, auilgn due tc
reduced agent commissions, which decrease as revdsureases, and the strengthening of the UnitagsStlollar compared to most of
foreign currencies, which resulted in a positivepatt on the translation of our expenses, partiaffget by investments in our strate
initiatives and increased compliance program csste “Enhanced Regulatory Compliance” discussidomge

Selling, general and administrative

Selling, general and administrative expenses (“SQ&&creased for the three months ended March @13 2ompared to the same per
in the prior year primarily due to decreased empéogompensation expenses and decreased TGBP fitdrgeasts, partially offset |
investments in our strategic initiatives and inseshcompliance program costs (see “Enhanced Regui@bmpliance” discussion below).
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Enhanced Regulatory Complian

We regularly review our compliance programs. Inregtion with that review, and in light of growindpbal regulatory complexity a
heightened attention of, and increased dialogué,wgovernmental and regulatory authorities relatmgur compliance activities, we hi
made, and continue to make, enhancements to ooegses and systems designed to detect and preweeryraundering, terrorist financi
and fraud and other illicit activity. These enhaneats, along with other enhancements to improveswmer protection related to the Dodd
Frank Act and other matters, have resulted in,iarmbming periods we expect them to continue taltés, changes to certain of our busir
practices and increased costs. Some of these chaage had, and we believe will continue to hameadverse effect on our business, final
condition and results of operations.

Total other expense, net

Total other expense, net increased during the thre@ths ended March 31, 2013 compared to the qgmnelng period in the prior ye
due to increased interest expense related to haglezage debt balances outstanding during the thoe¢hs ended March 31, 2013.

Income taxe

Our effective tax rates on pre-tax income for theé months ended March 31, 2013 and 2012 weré&/4larRl 14.8% respectively. Tt
increase in our effective tax rate for the threenthe ended March 31, 2013 is primarily due to thmkined effect of various discrete ite
partially offset by an increasing proportion of fii©that were foreigrderived, and therefore taxed at lower rates tharcombined federal ai
state tax rates in the United States. For the tima®ths ended March 31, 2013 and 2012, 97% andd@5%r pretax income was derived frc
foreign sources, respectively. Our foreign far-income is subject to tax in multiple foreigmigdictions, virtually all of which have statut
income tax rates lower than the United States. ®Vthie income tax imposed by any one foreign couistngot material to us, our ovel
effective tax rate could be adversely affected lgnges in tax laws, both foreign and domestic.d@erportions of our foreign source inca
are subject to United States federal and statemiectax as earned due to the nature of the incontedevidend repatriations of our fore
source income are generally subject to United Staigeral and state income tax.

We have established contingency reserves for &tyaof material, known tax exposures. As of Marih 3013, the total amount of t:
contingency reserves was $113.7 milliancluding accrued interest and penalties, neelafted benefits. Our tax reserves reflect our juelgy
as to the resolution of the issues involved if sabjo judicial review or other settlement. While Wwelieve that our reserves are adequs
cover reasonably expected tax risks, there canobassurance that, in all instances, an issue rdigeal tax authority will be resolved a
financial cost that does not exceed our relatedrves With respect to these reserves, our incomexpense would include (i) any change
tax reserves arising from material changes durvggperiod in facts and circumstances (i.e., newrimétion) surrounding a tax issue
(ii) any difference from our tax position as receddn the financial statements and the final rasmiuof a tax issue during the period. S
resolution could materially increase or decreaserire tax expense in our consolidated financiaéstanhts in future periods and could im|
our operating cash flows.

Earnings per shar

During the three months ended March 31, 2013 ariR,2basic and diluted earnings per share were $arel7 $0.40, respectively
Unvested shares of restricted stock are excludau trasic shares outstanding. Diluted earnings lparesreflects the potential dilution t
could occur if outstanding stock options at thesprded dates are exercised and shares of restsitiekl have vested. For the three ma
ended March 31, 2013 and 2012, there were 25.50midind 20.5 million respectively, of outstanding options to purchstzares of Weste
Union stock excluded from the diluted earningsgi®re calculation under the treasury stock methkdteir effect was anti-dilutive.

Earnings per share decreased for the three monttedeMarch 31, 2018ompared to the same period in the prior year gesualt of thi
previously described factors impacting net incoroffset by lower weightedverage shares outstanding. The lower number ofes
outstanding was due to stock repurchases excestiinlg option exercises.
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Segment Discussion

We manage our business around the consumers aimk$sss we serve and the types of services we. &fsh of our three segme
addresses a different combination of consumer grodistribution networks and services offered. @agments are Consumer@mnsume
Consumer-to-Business and Business Solutions. Bss#senot considered part of these segments agodats as “Other.”

The following table sets forth the components a@nsent revenues as a percentage of the consolitiattedd for the three months en
March 31, 2013 and 2012.

Three Months Ended

March 31,
2013 2012
Consumer-to-Consumer 7% 81%
Consumer-to-Business 12% 11%
Business Solutions 7% 6%
Other 2% 2%
10C% 10C%

Consumer-to-Consumer Segment

The following table sets forth our Consumer-to-Gansr segment results of operations for the threetihsoended March 31, 20E3c¢
2012.

Three Months Ended

March 31,

(dollars and transactions in millions) 2013 2012 % Change
Revenues:

Transaction fees $ 809.t $  872.( (M%

Foreign exchange revenues 225.¢ 239.¢ (6)%

Other revenues 15.C 13.2 14%
Total revenues $ 1,050.0 $ 1,124 ("%
Operating income $ 2671 $ 311s (14)%
Operating income margin 25% 28%
Key indicator:

Consumer-to-Consumer transactions 55.4¢ 56.3i (2)%
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The table below sets forth transaction and revehaages by region compared to the correspondirigcper the prior year and revenue:
a percentage of consolidated revenue by regiothéothree months ended March 31, 2013 .

Three Months Ended

March 31,
Consumer-to-Consumer transaction growth/(decliag) (
Europe and CIS (D%
North America (7)%
Middle East and Africa 4%
Asia Pacific (“APAC”) 0%
Latin America and the Caribbean (“LACA") (10)%
westernunion.com 60 %
Consumer-to-Consumer revenue growth/(decline) (a):
Europe and CIS (6)%
North America (15)%
Middle East and Africa 0%
APAC (5)%
LACA (7%
westernunion.com 13%
Consumer-to-Consumer revenue as a percentage sélodated revenue (a):
Europe and CIS 21%
North America 19 %
Middle East and Africa 16 %
APAC 12 %
LACA 8%
westernunion.com 3%
€) Significant allocations are made in determiningttia@saction and revenue growth rates under thierrebview in the above table. T

geographic split for transactions and revenue ferdéned based upon the region where the monegfeais initiated and the regi
where the money transfer is paid. For transact@itggnated and paid in different regions, we sgii transaction count and reve
between the two regions, with each region receiféo. For money transfers initiated and paid in shene region, 100% of t
revenue and transactions are attributed to thadmegor money transfers initiated through our wess(“westernunion.com”Y100%
of the revenue and transactions are attributedesteymunion.com.

We view our Consumer-tG@onsumer money transfer service as one intercoategbbal network where a money transfer can bt
from one location to another, around the worldjuding related transactions that can be initiatedugh our websites and accc
based money transfers. The segment includes sianggvhose functions are limited to generating, agamy and maintaining age
relationships and localized marketing activitiebe3e regions interact on transactions with conssimed share common proces
systems and licenses, thereby constituting oneagjlébnsumer-to-Consumer money transfer businessaadperating segment.
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Transaction fees and foreign exchange revenues

For the three months ended March 31, 2013 comgartte corresponding period in the prior year, Gomsar-toConsumer money trans
revenue declined 7% . Consumer-to-Consumer transaaieclined 2% primarily due to the impact of compliance reladetions implemente
in the third quarter of 2012 that affected our Vigand Orlandi Valut&" brands. Consumer-tGonsumer revenue was negatively impacte
6% (approximately 5% of consolidated revenue) eeldb price reductions (in the aggregate, we egpedd transaction growth in the corric
where pricing actions were implemented, beginnimthe fourth quarter of 2012), the impact of coraptie related actions in various corrid
and softness in certain markets. The strengtheaiirthe United States dollar compared to most otbexign currencies negatively impac
revenue growth by approximately 1% for the threenthe ended March 31, 2013.

In the fourth quarter of 2012, we began to impletmeoreased strategic fee reductions and actiorsljiost foreign exchange spreads
will impact approximately 25% of our Consumer@onsumer business, based on 2012 revenue. We itiatethapproximately 50% and 7!
of these pricing reductions as of December 31, 281@ March 31, 2013, respectively. Pricing redutigenerally reduce margins
adversely affect financial results in the shorirtebut are done in anticipation that they will désni increased transaction volumes which |
lead to increased revenues and operating incortteese certain corridors thereafter. These pricotgpas are expected to total approxima
$300 million or 5% of consolidated revenue for thikyear 2013, if all actions are implemented aatemplated.

The regions discussed below were impacted by peidections in certain key corridors, compliancated actions in various corridors, i
softness in certain markets.

For the three months ended March 31, 26d8\pared to the corresponding period in the prearyrevenue in our Europe and CIS re
decreased 6% on a transaction decline of.1®&venue was negatively impacted by price redasticompliance related actions in vari
countries, for example, in the United Kingdom armhi8, continued economic softness in Southern Eyrapd competitive challenges
Russia.

For the three months ended March 31, 26d®pared to the corresponding period in the prearythe North America region experien
revenue declines of 15% on a transaction decliné¥f Our Mexico business revenue and transactionsnéecfor the three months ent
March 31, 2013 due to compliance related actiossltieg from our agreement and settlement with Skete of Arizona and changes to
business model, primarily for our Vigo and Orlak@iluta brands. These changes resulted in the fosgen 7,000 agent locations in 2012.
United States outbound business experienced andedh revenue for the three months ended March &113 due to pric
reductions. Transactions also declined compardbteaorresponding period in the prior year duedmgliance related actions resulting ft
our agreement and settlement with the State ofofdzand changes to our business model, primaripaating our Vigo brand to Lal
America, and other compliance related actions.tRerthree months ended March 31, 2013, our dombasness (transactions between
within the United States and Canada) experience@dine in revenue while transactions grew, prifgan lower principal bands whic
generate lower revenues per transaction.

For the three months ended March 31, 26&Bpared to the corresponding period in the priearyour Middle East and Africa reg
experienced flat revenue on transaction growth, amd APAC region experienced a revenue decline lanhtfansactions. The different
between revenue and transaction changes for bgitneewas primarily attributable to price reducton

Our LACA region experienced revenue and transadixlines, primarily due to compliance relateda@awiresulting from our agreem
and settlement with the State of Arizona and chartgeour business model, primarily impacting ougd&/ibrand, other compliance rels
actions, the strengthening of the United Stateldobmpared to most other foreign currencies, winiegatively impacted revenue, and ¢
reductions.

Revenue generated from transactions initiated atemeunion.com increased for the three months eMiedh 31, 2013 compared to tt
same period in 2012 due to strong transaction dropdrtially offset by pricing reductions.

Foreign exchange revenues for the three monthsdeiaech 31, 2013 declined compared to the sam@gémni 2012, driven primarily t
decreased amounts of cross-border principal sehtestuced foreign exchange spreads in certaindagi
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Fluctuations in the exchange rate between the Wriates dollar and currencies other than the Orifttes dollar have resulted i
reduction to transaction fees and foreign exchargenues for the three months ended March 31, 80&Bproximately $6.1 million over t
same period in the previous year, net of foreigmency hedges, that would not have occurred hag theen constant currency rates.

Operating income

Consumer-to-Consumer operating income in the seghesiined 14% during the three months ended Madgh?013compared to tf
same period in 2012, primarily due to revenue deslidescribed earlier, investments in our strategiiatives, and increased complia
program costs. The changes in operating incomeinmgig the segment are due to these same factors.

Consumer-to-Business Segment

The following table sets forth our Consumer-to-Besis segment results of operations for the thremttracended March 31, 20¥8¢
2012.

Three Months Ended

March 31,

(dollars in millions) 2013 2012 % Change
Revenues:

Transaction fees $ 145¢&¢ $ 1475 (D)%

Foreign exchange and other revenues 7.6 7.4 7%
Total revenues $ 1537 $ 155. ()%
Operating income $ 37¢ $ 411 (8)%
Operating income margin 25% 26%
Revenue

For the three months ended March 31, 2013 comptretie corresponding period in the prior year, Comsr-toBusiness reveni
decreased 1%rimarily due to the strengthening of the Unitedt& dollar compared to most other foreign curesjaéspecially against 1
Argentine peso, which negatively impacted our ComsuutoBusiness revenue growth by approximately 4%, aneitgricing as a result of t
passing through of some of our debit card fee smvirelated to the Durbin Amendment to the Déddnk Act to certain billers. The
decreases were partially offset by growth in ouitéthStates electronic and international bill paptee

Operating income

For the three months ended March 31, 2pdBerating income and operating margins decreesetpared to the same period in the ¢
year due to the same factors mentioned above,diti@u to revenue declines in our United Statedh-based bill payments business, wi
generally has higher margins than other bill payinsenvices in the segment.
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Business Solutions Segment

The following table sets forth our Business Solutisegment results of operations for the three Insoethded March 31, 2013 and 2012.

Three Months Ended

March 31,

(dollars in millions) 2013 2012 % Change
Revenues:

Foreign exchange revenues $ 84.C $ 80.1 5%

Transaction fees and other revenues 8.8 6.8 29%
Total revenues $ 92.¢ $ 86.C 7%
Operating loss $ 6.2 $ (149 *
Operating loss margin (7% A7%
* Calculation not meaningf
Revenue

For the three months ended March 31, 26d®pared to the corresponding period in the praaryBusiness Solutions revenues grew
to increased customer hedging and payments actnidythe acquisition of the French assets of TGB#ch was completed in May 2012 a
receiving regulatory approval and contributed agppnately 2% to revenue growth for the three momthded March 31, 2013 to the segment.

Operating loss

For the three months ended March 31, 20Iperating loss decreased compared to the sanmdparthe prior year due to increa:
revenue, decreased integration expenses, and &asigs driven by the integration of TGBP. We exptctcontinue to incur integrati
expenses resulting from the acquisition of TGBPthar remainder of 2013. The changes in operatieg tbargins in the segment are du
these same factors.

Other

The following table sets forth Other results foe three months ended March 31, 2013 and 2012.

Three Months Ended

March 31,
(dollars in millions) 2013 2012 % Change
Revenues $ 287 $ 26.€ 7%
Operating loss $ (19 $ (5.2 *
* Calculation not meaningf
Revenue

Other revenue increased for the three months eMiedh 31, 2013ompared to the same period in the prior year pilyndue to al
increase in investment income in our money ordsirass.

Operating loss
During the three months ended March 31, 26d@pared to the corresponding period in the praaryoperating loss decreased prim.

due to reduced losses in our prepaid businessanebised investment income in our money order basin
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Capital Resources and Liquidity

Our primary source of liquidity has been cash gateer from our operating activities, primarily fronet income and fluctuations
working capital. Our working capital is affected the timing of interest payments on our outstandiogowings and timing of income 1
payments, among other items. The majority of oterast payments are due in the second and fouettteqa which results in a decrease ir
amount of cash provided by operating activitiethimse quarters and a corresponding increase firshand third quarters.

Our future cash flows could be impacted by a varidt factors, some of which are out of our contiakluding changes in econor
conditions, especially those impacting migrant papons and changes in income tax laws or the stafuncome tax audits, including
resolution of outstanding tax matters.

A significant portion of our cash flows from opéngf activities has been generated from subsidias@se of which are regulated entit
These subsidiaries may transfer all excess catitetparent company for general corporate use, €Xoepssets subject to legal or regula
restrictions. Assets subject to legal or regulatestrictions, totaling approximately $ 305 millias of March 31, 2013include assets outsi
of the United States subject to restrictions froeing transferred outside of the countries wherg e located. We are also require:
maintain cash and investment balances in our regilsubsidiaries related to certain of our monaydfer and other payment obligatic
Significant changes in the regulatory environmentfioney transmitters could impact our primary seuwf liquidity.

We believe we have adequate liquidity to meet ausiriess needs through our existing cash balanceswmbility to generate cash fla
through operations. These business needs inclug®x@dmately $100 million of remaining tax paymemie expect to make as a result of
IRS Agreement, the majority of which we expect &y n 2013, in addition to dividends and share rejpases. In addition, we have capacit
borrow up to $1.65 billion in the aggregate under evolving credit facility (“Revolving Credit Fadity”), which supports borrowings unt
our $1.5 billioncommercial paper program. No amounts were drawaithrer the revolving credit facility or the commiatcpaper program .
of and during the three months ended March 31, 2013

Cash and I nvestment Securities

As of March 31, 2013 , we had cash and cash eantalof $1.4 billion, of which approximately $870 million was held byrdoreigr
entities. Our ongoing cash management strategiemtbour business needs could cause United Siateforeign cash balances to fluctuate.

Repatriating foreign funds to the United States Mipin many cases, result in significant tax olligas because most of these funds |
been taxed at relatively low foreign tax rates cared to our combined federal and state tax ratearinited States. We expect to use for
funds to expand and fund our international openati@and to acquire businesses internationally.

In many cases, we receive funds from money tramséeid certain other payment services before wdestte payment of tho
transactions. These funds, referred to as “Settierassets’on our Condensed Consolidated Balance Sheets, airesed to support ©
operations. However, we earn income from investitegge funds. We maintain a portion of these seéifgérassets in highly liquid investme
classified as “Cash and cash equivalents” withiettlBment assets,” to fund settlement obligations.

Investment securities, classified within “Settlemassets,” were $1.2 billion as of March 31, 20BRbstantially all of these investme
are highlyrated state and municipal debt securities, inclydiariable rate demand notes. Most state regulatdie United States require ut
maintain specific highlyated, investment grade securities and such inwagBnare intended to secure relevant outstandittersen
obligations in accordance with applicable regulaio

Investment securities are exposed to market rigktdichanges in interest rates and credit riskr&galarly monitor credit risk and atter
to mitigate our exposure by investing in highlyedisecurities and diversifying our investment mdidf As of March 31, 2013the majority @
our investment securities had credit ratings of “AAr better from a major credit rating agency. Owestment securities are also acti
managed with respect to concentration. As of M&th2013, all investments with a single issuer and eaclviddal security were less th
10% of our investment securities portfolio.

43




Table of Contents

Cash Flows from Operating Activities

Cash provided by operating activities increase#287.3 million during the three months ended M&th2013 , from $215.0 milliom
the comparable period in the prior year. For theghmonths ended March 31, 2022e made approximately $65 million of tax paymeags
result of the IRS Agreement.

Financing Resources

As of March 31, 2013 , we have outstanding borrowimt par value of $3,730.7 millionThese outstanding borrowings consis
unsecured fixedate notes and associated swaps with maturitiegimgrirom 2014 to 2040. Our Revolving Credit Fagilexpires in Janua
2017 and provides for unsecured financing facditie an aggregate amount of $1.65 billion, inclgda $250.0 million letter of credit sub-
facility and a $150.0 million swing line sudheility. The purpose of our Revolving Credit Fégil which is diversified through a group of
participating institutions, is to provide genetigliidity and to support our commercial paper pragravhich we believe enhances our short"
credit rating. The largest commitment from any Erfinancial institution within the total committdshlance of $1.65 billion is approximat
12%. As of and during the three months ended MaicH2013, we had no outstanding borrowings under our $bi8®n revolving credi
facility and had $1.65 billion available to borroif.the amount available to borrow under the RewwvCredit Facility decreased, or if -
Revolving Credit Facility were eliminated, the cast availability of borrowing under the commergiaper program may be impacted.

Pursuant to our commercial paper program, we msyeisinsecured commercial paper notes in an amairtorexceedsl1.5 billior
outstanding at any time, reduced to the extentasfdwings outstanding on our Revolving Credit FHagciln excess of $150 million. O
commercial paper borrowings may have maturitiespto 397 days from date of issuance. Interest rfbeborrowings are based on ma
rates at the time of issuance. We had no commepaf@r borrowings outstanding as of and duringhhee months ended March 31, 2013 .

Cash Priorities
Liquidity
Our objective is to maintain strong liquidity anctapital structure consistent with our current stugentgrade credit ratings. We he

existing cash balances, cash flows from operatitiyities, access to the commercial paper markedscar Revolving Credit Facility availal
to support the needs of our business.

Capital Expenditures

The total aggregate amount paid for contract cpstisshases of property and equipment, and purchasgdieveloped software wa8%.¢
million and $75.8 million for the three months edd®larch 31, 2013 and 2012respectively. Amounts paid for new and renewedni
contracts vary depending on the terms of existingtracts as well as the timing of new and renewedtract signings. Other capi
expenditures during these periods included investsia our information technology infrastructurelgrurchased and developed software.

Share Repurchases and Dividends

During the three months ended March 31, 2013 antk 2013.3 million and 8.3 million shares, respectiyelyere repurchased !
$189.8 million and $146.7 million, respectively,cexding commissions, at an average cost of $14r80$4.7.69 per share, respectively. A
March 31, 2013, $203.8 millionemains available under share repurchase auttionzaapproved by our Board of Directors througlt@&abe
31, 2013.

During the three months ended March 31, 2013, amar@® of Directors declared quarterly cash divideofi$0.125per common sha
representing $70.3 million in total dividends. Thimount was paid on March 29, 2013.

44




Table of Contents

Debt Service Requiremer

Our 2013 and future debt service requirementsindlude payments on any future borrowings underammmercial paper program ¢
interest payments on all outstanding indebtedrasklarch 2013, our floating rate notes of $300.0ioni matured and were repaid from
cash balances, including amounts from proceeds fhenissuance of our notes due 2015 and 2017. Wetha ability to use existing financi
sources, including our Revolving Credit Facilityammmercial paper program, and cash, including gasierated from operations, to meet
debt obligations as they come due.

Our ability to continue to grow the business, makgquisitions, return capital to shareholders, idiclg through share repurchases
dividends, and service our debt will depend onahility to continue to generate excess operatirsfp tarough our operating subsidiaries ar
continue to receive dividends from those operasinigsidiaries, our ability to obtain adequate finagcand our ability to identify acquisitio
that align with our long-term strategy.

Off-Balance Sheet Arrangements

Other than facility and equipment leasing arrang#s)eve have no material diallance sheet arrangements that have or are réuyg
likely to have a material current or future effext our financial condition, revenues or expensesults of operations, liquidity, capi
expenditures or capital resources.

Pension Plan

We have one frozen defined benefit pension plamvfuch we had a recorded unfunded pension obligaifd93.3 million as oMarch 31
2013 . We are required to fund $ 23 million to hlan in 2013 . For the three months ended Marct2B13, we made contributions
approximately $7 million to the plan.

Other Commercial Commitments

We had approximately $100 million in outstandintides of credit and bank guarantees as of Marct2@13with expiration dates throu
2016 , the majority of which contain a opear renewal option. The letters of credit and bgméirantees are primarily held in connection
lease arrangements and certain agent agreementgxéet to renew the letters of credit and bankrantaes prior to expiration in m
circumstances.

As of March 31, 2013 , our total amount of unredegd income tax benefits was $125.1 milliprincluding associated interest i
penalties. The timing of related cash paymentssidistantially all of these liabilities is inhergntincertain because the ultimate amount
timing of such liabilities is affected by factordiwh are variable and outside our control.
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Critical Accounting Policies and Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptedtli®e United States requil
management to make estimates and assumptionsfthett the amounts and disclosures in the finanstatements and accompanying nc
Actual results could differ from those estimatesir @ritical Accounting Policies and Estimates diseld in “Managemerd’ Discussion ar
Analysis of Financial Condition and Results of Gyiems - Critical Accounting Policies and Estimatesour 2012 Annual Report on Form 10-
K, for which there were no material changes, inehiid

* Income taxe

» Derivative financial instrumer

e Other intangible asst

*  Goodwill impairment testir

e Acquisitions —purchase price allocati
Risk Management

We are exposed to market risks arising from chanyesarket rates and prices, including change®iaifincurrency exchange rates i
interest rates and credit risk related to our agant customers. A risk management program isasicegio manage these risks.

Foreign Currency Exchange Rai

We provide Consumer-to-Consumer money transfericsin more than 20€ountries and territories. We manage foreign exgbars}
through the structure of the business and an acdtkemanagement process. We settle with the vagonity of our agents in United Sta
dollars or euros. However, in certain circumstaneassettle in other currencies. We typically requhe agent to obtain local currency to
recipients; thus, we generally are not reliant oternational currency markets to obtain and paguitl currencies. The foreign currei
exposure that does exist is limited by the fact tha majority of transactions are paid within 2ufs after they are initiated. To mitigate
risk further, we enter into shottrm foreign currency forward contracts, generallth maturities from a few days up to one monthpfttse
foreign exchange rate fluctuations between trarmadhitiation and settlement. We also utilize figre currency forward contracts, typice
with terms of less than one year at inception,fteed foreign exchange rate fluctuations on cerfaieign currency denominated cash positi
In certain consumer money transfer and BusinesstiBot transactions involving different send anderee currencies, we generate reve
based on the difference between the exchange eateysus to the consumer or business and the tatdiah we or our agents are able
acquire the currency, helping to provide protectigrainst currency fluctuations. We promptly buy aetl foreign currencies as necessal
cover our net payables and receivables which arerdmated in foreign currencies.

We use longeterm foreign currency forward contracts to mitigatks associated with changes in foreign curreexghange rates
Consumer-tdzonsumer revenues denominated primarily in the,eurd to a lesser degree the Canadian dollarsBnitound, Australian doll:
and other currencies. We use contracts with mégardf up to 36 months at inception to mitigate sawh the impact that changes in fore
currency exchange rates could have on forecasteshues, with a targeted weightaderage maturity of approximately one year. Weeve
the use of longer-term foreign currency forward tcacts provides predictability of future cash flofvem our international Consumer-to-
Consumer operations.

We have additional foreign exchange risk and assediforeign exchange risk management due to theenaf our Business Solutic
business. The majority of this business’ revenufrdmn exchanges of currency at the spot rate emgldustomers to make crossfrenc
payments. In certain countries, this business aistes foreign currency forward and option contsaftdr our customers to facilitate futi
payments. The duration of these derivative cordgradtinception is generally less than one yearir@gs Solutions aggregates its fort
exchange exposures arising from customer contrexdtisiding the derivative contracts described aba@rel hedges the resulting net curre
risks by entering into offsetting contracts withaddished financial institution counterparties. Taeign exchange risk is actively managed.
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As of December 31, 2012a hypothetical uniform 10% strengthening or wedhkg in the value of the United States dollar iietato al
other currencies in which our profits are generatelild have resulted in a decreasel/increase tdagr@nnual income of approximat
$34 million based on our 2013 forecast of ConsutogConsumer unhedged exposure to foreign curreflog.exposure as dflarch 31, 201
is not materially different based on our forecaktunhedged exposure to foreign currency throughd&l, 2013. There are inhere
limitations in this sensitivity analysis, primariue to the assumption that foreign exchange rateements are linear and instantaneous
the unhedged exposure is static, and that we waatidhedge any additional exposure. As a resultattaysis is unable to reflect the potel
effects of more complex market changes that cotige: awhich may positively or negatively affect amse.

Interest Rate

We invest in several types of interest-bearingtasséth a total value as of March 31, 204f3$2.8 billion. Approximately $1.7 billion
these assets bear interest at floating rates antharefore sensitive to changes in interest rdtesse assets primarily include money me
funds and state and municipal variable rate seesréand are included in our Condensed Consolidatddnce Sheets withinCash and ca:
equivalents” and “Settlement assefbd the extent these assets are held in conneciithnmoney transfers and other related payment sex
awaiting redemption, they are classified as “Settlet assets.Earnings on these investments will increase andedse with changes in 1
underlying short-term interest rates.

Substantially all of the remainder of our interbstring assets consist of highly-rated state ancicipal debt securities which are fixed-
rate instruments. These investments may includesimvents made from cash received from our moneysfea business and other rele
payment services awaiting redemption classifiethiwitSettlement asset#i the Condensed Consolidated Balance Sheets.t&®at rates ris
the fair value of these fixed-rate interésgtaring securities will decrease; conversely, agsse to interest rates would result in an increafie
fair values of the securities. We have classiffegse investments as available-for-sale within 1&ekent assetsh the Condensed Consolida
Balance Sheets, and accordingly, recorded theseinsnts at their fair value with the net unrealizmins and losses, net of the applic
deferred income tax effect, being added to or diedfrom our “Total stockholders’ equity” on our i@tensed Consolidated Balance Sheets.

As of March 31, 2013 , $1,050.0 million of our fikeate borrowings at par value are effectively flogtrate debt through interest 1
swap agreements, changing this fixed-rate debtiB®OR-based floating rate debt, with weightaderage spreads of approximately 400 |
points above LIBOR.

We review our overall exposure to floating and fixates by evaluating our net asset or liabilitgipon in each, also considering
duration of the individual positions. We manages thiix of fixed versus floating exposure in an agéno minimize risk, reduce costs
improve returns. Our exposure to interest ratesbeamodified by changing the mix of our interbstring assets as well as adjusting the v
fixed versus floating rate debt. The latter is aaptished primarily through the use of interest it@ps and the decision regarding terms o
new debt issuances (i.e., fixed versus floatingg. W¥e interest rate swaps designated as hedgaesréase the percentage of floating rate
subject to market conditions. As of March 31, 20b8r weighted-average effective rate was approtéin®.0%.

A hypothetical 100 basis point increase/decreasatarest rates would result in a decrease/incréag@etax income of approximate
$11 million annually based on borrowings on Margh 2013that are sensitive to interest rate fluctuationee Tsame 100 basis pc
increase/decrease in interest rates, if applieduo cash and investment balances on March 31, 2048 are sensitive to interest 1
fluctuations, would result in an offsetting beneétuction to prdax income of approximately $17 million annuallyh€fe are inhere
limitations in the sensitivity analysis presentpdmarily due to the assumption that interest @tanges would be instantaneous. As a r¢
the analysis is unable to reflect the potentiad&H of more complex market changes, including gbaiin credit risk regarding our investme
which may positively or negatively affect income.dddition, the current mix of fixed versus flogtirate debt and investments and the lev
assets and liabilities will change over time. Wd also be further impacted by changes to fututerigst rates as we refinance our debt «
reinvesting proceeds from the sale or maturitywfiovestments.
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Credit Risk
As of March 31, 2013, the majority of our investiheecurities had credit ratings of “AA-" or betfesm a major credit rating agency.

To manage our exposures to credit risk with resfeatvestment securities, money market fund investts, derivatives and other cr
risk exposures resulting from our relationshipshwianks and financial institutions, we regularlyie& investment concentrations, trac
levels, credit spreads and credit ratings, and tiemgt to diversify our investments among globakficial institutions. We also limit ¢
investment level in any individual money marketdun no more than $100 million.

We are also exposed to credit risk related to vatdé balances from agents in the money transfalk-in bill payment and money orc
settlement process. In addition, we are exposedetit risk directly from consumer transactionstigatarly through our Internet services i
electronic channels, where transactions are otigththrough means other than cash, and therefersulject to “chargebacksrisufficien
funds or other collection impediments, such asdraMe perform a credit review before each agemtisggand conduct periodic analyses.

We are exposed to credit risk in our Business Rwistbusiness relating to: (a) derivatives writtgn us to our customers and
receivables from certain customers for which beefies are paid prior to receiving cleared fundsrf the customer, where we have offt
“trade credit.”For the derivatives, the duration of these congrattinception is generally less than one year.cradit risk associated with ¢
derivative contracts increases when foreign cugrexchange rates move against our customers, ppasipacting their ability to honor the
obligations to deliver currency to us or to maintappropriate collateral with us. For those reddiss where we have offered trade cr
collection ordinarily occurs within a few days. Wotigate the risk associated with potential custodefaults, we perform credit reviews of
customer on an ongoing basis, and, for our dexigatiwe may require certain customers to postaease collateral.

Our losses associated with bad debts have beethbrsd% of our revenues in all periods presented.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The information under the caption “Risk Managemeént*"Managemens Discussion and Analysis of Financial Conditiom &esults ¢
Operations” in Item 2 of Part | of this reportigorporated herein by reference.

Iltem 4. Controls and Procedure:
Evaluation of Disclosure Controls and Procedu

Our management, under the supervision and wittp#ingcipation of the Principal Executive OfficerdaRrincipal Financial Officer, ha
evaluated the effectiveness of our controls andestores related to our reporting and disclosurgatibns as of March 31, 2013vhich is thi
end of the period covered by this Quarterly ReportForm 10Q. Based on that evaluation, the Principal Exeeutdfficer and Princip.
Financial Officer have concluded that, as of Ma3th 2013, the disclosure controls and procedures were @ffeto ensure that informati
required to be disclosed by us, including our ctidated subsidiaries, in the reports we file ormitbunder the Exchange Act, is recorc
processed, summarized and reported, as applicatitlén the time periods specified in the rules dodms of the Securities and Excha
Commission, and are designed to ensure that intismeequired to be disclosed by us in the repibras we file or submit are accumulated
communicated to our management, including our RraicExecutive Officer and Principal Financial @#r, to allow timely decisiol
regarding required disclosure.

Changes in Internal Control over Financial Repogin

There were no changes that occurred during thalfeacarter covered by this Quarterly Report on Faf@ that have materially affectt
or are reasonably likely to materially affect, aternal controls over financial reporting.
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Review Report of Independent Registered Public Acemting Firm
The Board of Directors and Stockholders of The \8lestUnion Company

We have reviewed the condensed consolidated bakirest of The Western Union Company (the Compasyjfavarch 31, 2013 and th
related condensed consolidated statements of inccongprehensive income and cash flows for the thremth periods endddarch 31, 201
and 2012 . These financial statements are the megplity of the Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting Oversighamlo(United States). A review
interim financial information consists principalhy applying analytical procedures and making inggiiof persons responsible for financial
accounting matters. It is substantially less inpgcthan an audit conducted in accordance withtdredards of the Public Company Accoun
Oversight Board (United States), the objective d@ich is the expression of an opinion regarding fthancial statements taken as a wt
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterodifications that should be made to the cone@reonsolidated financial stateme
referred to above for them to be in conformity witts. generally accepted accounting principles.

We have previously audited, in accordance with stendards of the Public Company Accounting OvetsiBbard (United States), t
consolidated balance sheet of The Western Unionpaos as of December 31, 2012and the related consolidated statements of ing
comprehensive income, cash flows, and stockholdagsity for the year then ended (not presented meerid we expressed an unquali
audit opinion on those consolidated financial stegets in our report dated February 22, 2013 our opinion, the accompanying condet
consolidated balance sheet of The Western Uniongaomnas of December 31, 201B fairly stated, in all material respects, itation to the
consolidated balance sheet from which it has beeivet!.

/sl Ernst & Young LLP
Denver, Colorado
May 6, 2013
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings

The Company has had discussions with the UniteteSteederal Trade Commission (the “FT@&parding the Company's consu
protection and anti-fraud programs. On December2l,2, the Company received a Civil Investigativenriand (“CID”) from the FT(
requesting that the Company produce (i) all documeglating to communications with the monitor apped pursuant to the agreement
settlement the Company entered into with the StétArizona on February 11, 2010, including inforinatthe Company provided to
monitor and any reports prepared by the monitad, @hall documents relating to complaints madeéhte Company by consumers anywhel
the world relating to frauthduced money transfers since January 1, 2011.ddmpany has been engaged in discussions with tl
regarding the CID and is responding to a petitteETC filed on April 15, 2013 in the United Stastrict Court for the Southern District
New York requesting an order to compel productibthe requested documents. The Company is unaldeettict the outcome of this mat
or provide a range of loss, if any, which coulddssociated with any possible claims that mightroedht against the Company.

On March 20, 2012, the Company was served withdaréd grand jury subpoena issued by the UnitedeStAttorneys Office for th
Central District of California ("USAO") seeking doments relating to Shen Zhou International (“USrSEhaou”), a former Western Unic
agent located in Monterey Park, California. Thexgipal of US Shen Zhou was indicted in 2010 anclisently awaiting trial in U.S. v. Zhi t
Wang (SA CR 10-196, C.D. Cal.). Concurrent with glezernment service of the subpoena, the government notifiedCompany that it is
target of an ongoing investigation into structuramgl money laundering. Since March 20, 2012, thefamy has received additional subpo
from the USAO seeking additional documents relatm@S Shen Zhou, materials relating to certaireofbrmer and current agents and ¢
materials relating to the Company’s amténey laundering compliance policies and proceddries government has interviewed several cu
and former Western Union employees and has semadigury subpoenas seeking testimony from sewenaént and former employees. -
governments investigation is ongoing and the Company may ivecadditional requests for information as parttleé investigation. Tt
Company continues to cooperate fully with the goweznt. The Company is unable to predict the outcohtlee governmens' investigation,
the possible loss or range of loss, if any, whictld be associated with the resolution of any gadssiriminal charges or civil claims that n
be brought against the Company. Should such chagetims be brought, the Company could face figmit fines, damage awards
regulatory consequences which could have a matahiadrse effect on the Company’s business, finhoeiaition and results of operations.

In the fourth quarter of 2011 and in the third demiof 2012, Western Union received Civil Investiga Demands from certain st
attorneys general who have initiated an investigainto whether the Company took adequate stepglfmprevent consumer fraud from 2!
to 2011. The Civil Investigative Demands seek infation and documents relating to consumer fraudptaimts that the Company has rece
and the Companyg’procedures to help identify and prevent frauduiemsfers. Due to the stage of the investigatibe,Company is unable
predict the outcome of the investigation, or thegilole loss or range of loss, if any, which cowdalssociated with any possible civil claims
might be brought by one or more of the states. Bhsuch claims be brought, the Company could fagrificant fines, damage awards,
regulatory consequences, or compulsory changesritoasiness practices, that could have a matediadrae effect on our business, finar
condition, and results of operations.

In addition, the Company is a party to a varietytifer legal proceedings that arise in the norroatse of our business. While the res
of these legal proceedings cannot be predicted edgttainty, management believes that the final @ute of these proceedings will not hay
material adverse effect on the Company’s resultgpefations or financial condition.
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Iltem 1A. Risk Factors

There have been no material changes to the risérfadescribed in our 2012 Annual Report on ForriK168xcept as described below.
Western Union isthe subject of governmental investigations and consent agreements with or enforcement actions by regulators.

On February 11, 2010, we signed an agreement diheinsent (filed as Exhibit 10.1 to the Company'srént Report on Form B-filed on
February 16, 2010), which resolved all outstandéwgl issues and claims with the State of Arizond gequired us to fund a multi-state not
for-profit organization promoting safety and securiiyng the United States and Mexico border, in whidiifornia, Texas and New Mexi
are participating with Arizona. The agreement agitlement also required us to make payments t@the of Arizona for its costs associi
with this matter. In addition, as part of the agneat and settlement, we have made and expect te omatain investments in and enhancen
to our compliance programs along the United States Mexico border and a monitor has been engagethdse programs. On January
2013, the monitor announced his intention to resigd a new monitor was appointed effective March2DA.3. The costs of the investment
our programs and for the monitor pursuant to the@ment and settlement were expected to be $28Bmiblver the period from signi
through 2013; however, actual costs incurred haseeded this amount. In addition, in the fourthrtgraof 2012, our Business Solutit
business was included in the scope of the moniteview. Including the costs required pursuant®dgreement and settlement, the Com
has spent over $40 million since 2010 on its coamglé programs along the United States and MexicdeboWe are considering entering |
an extension of the term of the agreement ancessdtht or another arrangement with the State ofofddz either of which would require
approval of the State of Arizona and could havéhter adverse effects on our business, includingtiaddl costs. The monitor has mac
number of recommendations related to our compligmograms. While the Company has devoted signifitere and resources to these effq
it is expected that not every recommendation ofnie@itor will be fully implemented within the reqad timeframe ending on July 31, 201!
the Company is not able to negotiate an extendidineoagreement and settlement or other arrangeamehthe State of Arizona determines
the Company has committed a willful and materiaaoh, the State of Arizona has indicated that litpursue remedies under the agreer
and settlement, which could include initiating tisi criminal actions. The pursuit by the StateAoizona of remedies under the agreement
settlement could have a material adverse effecunribusiness, financial condition or results ofragiens.

We are in the process of making or have made oett@nges to our compliance program for transasticom the United States to Mex
and the Latin America and the Caribbean regioruding:

* revisions to agent agreements to increase outyatulioversee the compliance of our agents and slubiagent:

* reduced thresholds at which our consumers apgnesl to provide identification for transactiomsrh certain states along the United
States southwest border; and

* enhancement of our information systems includirigrating customer information for our Orlandi Wt and Vigo brands onto our
Western Union database and migrating to a starulzird of sale system.

Such changes have had, and will likely continubawe adverse effects on our business, primarilyumited States to Mexico business
our United States to Latin America and the Caribbleasiness. Such adverse effects include fewesddions and lower revenue, incree
compliance costs, loss of agents, and a less désicastomer experience. Any additional changeswieaelect or are required to make in
United States to Mexico and the United States tinLAamerica and the Caribbean corridors, or similaanges that we may elect or be reqt
to make in other corridors or for our other sergjceould have a material adverse effect on ournlesgsi financial condition or results
operations.

Over the past several years, we have entered ansent agreements with federal and state authgritieluding FINCEN, the New Yo
Department of Financial Services, the Californigp@#ment of Financial Institutions and the Arizdbapartment of Financial Institutiol
relating to the BSA and antirtoney laundering requirements and related consideatification matters. These agreements requiseth unak
various payments and to take certain measures hanea our compliance with recordkeeping, reportimgining and agent oversi(
requirements under applicable state and federal law
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The consent agreements with the New York DepartroERinancial Services and the California DeparttredfrFinancial Institutions we
lifted during 2008. However, the financial servigedustry and businesses like ours continue torukeusignificant federal and state regula
scrutiny with respect to the BSA and amtdney laundering compliance matters. It is possib& as a result of periodic examination
otherwise, we could be subject to deficiency fimdinfines, criminal penalties, asset seizures fareament actions that could adversely a
our business, financial condition and results adrafions.

In the fourth quarter of 2011 and in the third dqeraiof 2012, Western Union received Civil Investiga Demands from certain st
attorneys general who have initiated an investigainto whether the Company took adequate stepglfprevent consumer fraud from 2!
to 2011. The Civil Investigative Demands seek infation and documents relating to consumer fraudptaims that the Company has rece
and the Company's procedures to help identify ardgnt fraudulent transfers. Due to the stage @fitkiestigation, the Company is unabl
predict the outcome of the investigation, or thegilole loss or range of loss, if any, which coutdalssociated with any possible civil claims
might be brought by one or more of the states. Bhsuch claims be brought, the Company could fageificant fines, damage awards,
regulatory consequences, or compulsory changesriusiness practices that could have a materiarad effect on our business, finan
condition, and results of operations.

On March 20, 2012, the Company was served withdaréd grand jury subpoena issued by the UnitedeStAttorney's Office for tt
Central District of California ("USAO") seeking doments relating to Shen Zhou International (“USrSEhaou”), a former Western Unic
agent located in Monterey Park, California. Thexgipal of US Shen Zhou was indicted in 2010 anclisently awaiting trial in U.S. v. Zhi t
Wang (SA CR 1@96, C.D. Cal.). Concurrent with the governmergiwise of the subpoena, the government notifiedGbmpany that it is
target of an ongoing investigation into structuramgl money laundering. Since March 20, 2012, thefamy has received additional subpo
from the USAO seeking additional documents relatm@S Shen Zhou, materials relating to certaireofbrmer and current agents and ¢
materials relating to the Company's anti-money dauimg compliance policies and procedufdse government has interviewed several cu
and former Western Union employees and has semadigury subpoenas seeking testimony from sewenaént and former employe€ekhe
government's investigation is ongoing and the Compaay receive additional requests for informatam part of the investigation. T
Company continues to cooperate fully with the goweent. The Company is unable to predict the outcohtke government's investigation
the possible loss or range of loss, if any, whictld be associated with the resolution of any gadssiriminal charges or civil claims that n
be brought against the Company. Should such chagetims be brought, the Company could face figmit fines, damage awards
regulatory consequences which could have a matafigdrse effect on the Company's business, finbommalition and results of operations.

The Company has had discussions with the UniteteSteederal Trade Commission (the “FT@&parding the Company's consu
protection and anti-fraud programs. On December2i,2, the Company received a Civil Investigativeniand (“CID”) from the FT(
requesting that the Company produce (i) all documeglating to communications with the monitor apped pursuant to the agreement
settlement the Company entered into with the StétArizona on February 11, 2010, including inforinatthe Company provided to
monitor and any reports prepared by the monitod, @hall documents relating to complaints madettie Company by consumers anywhel
the world relating to frauthduced money transfers since January 1, 2011.ddmpany has been engaged in discussions with tl@
regarding the CID and is responding to a petittenETC filed on April 15, 2013 in the United Stalistrict Court for the Southern District
New York requesting an order to compel productibthe requested documents. The Company is unalgeettict the outcome of this mat
or provide a range of loss, if any, which couldassociated with any possible claims that mightroeight against the Company.

From time to time, we receive subpoenas and o#mguasts for documents and information from govemaieuthorities (federal, st:
and local) concerning our current or former ageatstomers or other third parties. We cooperaté witch subpoenas and requests i
ordinary course of our business. However, it issge that, during the course of any investigatomeview by such governmental authorit
allegations of misconduct or wrongdoing could arisgarding Western Union, its employees, or agemitich could lead to investigations
enforcement actions against us.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information about t8empany’s repurchases of shares of the Comgaogmmon stock during the fi
quarter of 2013:

Remaining Dollar

Total Number of Shares Value of Shares that
Total Number of Repurchased as Part of May Yet Be Repurchased
Shares Average Price Publicly Announced Under the Plans or
Repurchased* Paid per Share Plans or Programs** Programs (in millions)
January 1 - 31 1,932,40: $ 13.7¢ 1,923,09 $ 367.2
February 1 - 28 3,828,92' % 14.2: 3,572,921 $% 316.%
March 1 - 31 7,780,40. $ 14.4¢ 7,780,170 $ 203.¢
Total 13,541,74 $ 14.2¢ 13,276,19
* These amounts represent both shares authorizéeeBoard of Directors for repurchase under a plybéinnounced plan, as descri
below, as well as shares withheld from employeeoter tax withholding obligations on restrictedcit units that have vested.
** On October 30, 2012, the Board of Directors autteati$550 million of common stock repurchases thinoDgcember 31, 2013,

which $203.8 million remains available as of MaBdh 2013 Management has historically and may continuestal#ish prearrang
written plans pursuant to Rule 10b5-1. A Rule 1Qh3an permits the Company to repurchase shat@awes when the Company n
otherwise be prevented from doing so, providedotha is adopted when the Company is not aware ¢énaanonpublic information

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

Iltem 6. Exhibits

See “Exhibit Index” for documents filed herewithdaincorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedréport to be signed on its behall
the undersigned thereunto duly authorized.

The Western Union Company
(Registrant)

Date:May 6, 2013 By: /'s/ HIKMET ERSEK
Hikmet Ersek

President and Chief Executive Officer
(Principal Executive Officer)

Date:May 6, 2013 By: /s/  ScoTT T. SCHEIRMAN
Scott T. Scheirman

Executive Vice President and Chief Financial Office(Principal
Financial Officer)

Date:May 6, 2013 By: /s/ AMINTORE T.X. SCHENKEL
Amintore T.X. Schenkel

Senior Vice President, Chief Accounting Officer
and Controller (Principal Accounting Officer)
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EXHIBIT INDEX

Exhibit

Number Description

3.1(ii) Amended and Restated By-Laws of The Western Unmmi&any, as amended March 6, 2013 (filed as ex8ilbii) to the
Company's Current Report on Form 8-K filed on Mat&h 2013 and incorporated herein by referencestbgr

12 Computation of Ratio of Earnings to Fixed Charges

15 Letter from Ernst & Young LLP Regarding Unauditedierim Financial Information

31.1 Certification of Chief Executive Officer of The Wesn Union Company Pursuant to Rule 13a-14(a) utideEecurities
Exchange Act of 1934

31.2 Certification of Chief Financial Officer of The Wesn Union Company Pursuant to Rule 13a-14(a) utideBecurities
Exchange Act of 1934

32 Certification of Chief Executive Officer and Chigfnancial Officer Pursuant to Section 1350 of CkapB of Title 18 of the
United States Code

101.INS XBRL Instance Document

101.SCH  XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docune

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim
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Exhibit 12

THE WESTERN UNION COMPANY
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(unaudited)
(in millions)

Three Months

Ended
March 31, Years Ended December 31,
2013 2012 2011 2010 2009 2008
Earnings:
Income before income taxes $ 2502 $ 1,168 $ 1,274¢ $ 1,145: $ 1,131¢ $ 1,238
Fixed charges 50.¢ 177.¢ 182.¢ 178.C 172.¢ 184.¢
Other adjustments (2.4) 5.8 2.€ (3.3 (0.9 (4.6
Total earnings (a) $ 2987 $ 1351¢ $ 1,460. $ 1,320. $ 1,303:. $ 1,418
Fixed charges:
Interest expense $ 48¢ $ 179¢ $ 181¢ $ 169¢ $ 157¢ $ 171.:
Other adjustments 2.C (1.9 1.C 8.1 14.¢ 13.€
Total fixed charges (b) $ 50¢ ¢ 177.¢& $ 182¢ $ 178.C $ 172 $ 184k
Ratio of earnings to fixed charges (a/b) 5.¢ 7.€ 8.C 7.4 7.5 7.7

For purposes of calculating the ratio of earningdixed charges, earnings have been calculateddting income before income tax
fixed charges included in the determination of meobefore income taxes and distributions from gquoiethod investments, and tl
subtracting income from equity method investmefiged charges consist of interest expense, andsamated interest portion of rer
expenses and income tax contingencies, which ahedaed as a component of income tax expense.



Exhibit 15
Letter from Ernst & Young LLP Regarding Unaudited | nterim Financial Information
The Board of Directors and Stockholders of The \&tesUnion Company
We are aware of the incorporation by referenc&énfollowing Registration Statements:

(1) Registration Statements (Form S-3 Nos. 333867@&nd 333t70410) of The Western Union Company,

(2) Registration Statement (Form S-8 No. 333-13jqtertaining to The Western Union Company 2006d-0arm Incentive Plan, Tl
Western Union Company 2006 N@&@mployee Director Equity Compensation Plan, and Western Union Company Suppleme
Incentive Savings Plan;

of our report dated May 6, 2018lating to the unaudited condensed consolidatidiim financial statements of The Western Union @army
that are included in its Form 10-Q for the quaeieded March 31, 2013 .

/sl Ernst & Young LLP
Denver, Colorado

May 6, 2013



Exhibit 31.1
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Hikmet Ersek, certify that:
1. I have reviewed this Quarterly Report on ForrfL6f The Western Union Company;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or déonfitate a material fact necessary ta
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyedis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod ltas materially affected, or is reasonably
likely to materially affect, the registrant's imeait control over financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize @pdrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date:May 6, 2013 /sl HIkMET ERSEK
Hikmet Ersek
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
I, Scott T. Scheirman, certify that:
1. I have reviewed this Quarterly Report on ForrfL6f The Western Union Company;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or déonfitate a material fact necessary ta
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control over financggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportthgt occurred during the registrant's
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) ltas materially affected, or is reasonably
likely to materially affect, the registrant's imeat control over financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant's
internal control over financial reporting.

Date:May 6, 2013 /sl Scott T. SCHEIRMAN
Scott T. Scheirman
Executive Vice President and Chief Financial Office




Exhibit 32
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER AND CH IEF FINANCIAL OFFICER

The certification set forth below is being subrdtte connection with the Quarterly Report of Thedféen Union Company on Form 10-
Q for the period ended March 31, 2013 (the “Repddf the purpose of complying with Rule 13a-14dbRule 15d-14(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Secti350 of Chapter 63 of Title 18 of the Unitedt&aCode.

Hikmet Ersek and Scott T. Scheirman certify thathie best of each of their knowledge:
1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Exchange Act;

2. The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of
operations of The Western Union Company.

Date: May 6, 2013 /sl HiKMET ERSEK
Hikmet Ersek
President and Chief Executive Officer

Date: May 6, 2013 /sl Scott T. SCHEIRMAN
Scott T. Scheirman
Executive Vice President and Chief Financial Office




