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

FORM 10-K

M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended: December 31, 2012
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 chaefr)

DELAWARE 20-4531180
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization) Identification No.)

THE WESTERN UNION COMPANY
12500 East Belford Avenue
Englewood, Colorado 80112
(Address of principal executive offices)
Registrant's telephone number, including area codg866) 405-5012
Securities registered pursuant to Section 12(b) difie Act:

Title of each class Name of each exchange on which reqistered
Common Stock, $0.01 Par Value The New York Stock Exchange

Securities registered pursuant to Section 12(g) tifie Act:
None

Indicate by check mark if the registrant is a vkelbwn seasoned issuer, as defined in Rule 40%dBéturities Act. Ye  No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ord)®f the Act. Yes 0  No M

Indicate by check mark whether the registrant éb filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act of4L88ring the precedil
12 months (or for such shorter period that thestegt was required to file such reports), anché®) been subject to such filing requirements ferpiést 90 days. Yed  No [

Indicate by check mark whether the registrant hémnitted electronically and posted on its Corporaddsite, if any, every Interactive Data File reqdito be submitted a

posted pursuant to Rule 405 of Regulation S-T dutfire preceding 12 months (or for such shorteropehat the registrant was required to submit avet puch files). YedV]
No O

Indicate by check mark if disclosure of delinquélgrs pursuant to Item 405 of RegulatiorkSs not contained herein, and will not be contdin® the best of registrar
knowledge, in definitive proxy or information statents incorporated by reference in Part Il of fiism 10-K or any amendment to this Form 10K.

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&wse the definitions of&rge
accelerated filer,” “accelerated filer” and “smalteporting company” in Rule 12b-2 of the ExchaAge. (Check one):

Large accelerated filé¥] Accelerated filerd Non-accelerated filef Smaller reporting compariy

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the A¢és 0 NoM™

As of June 29, 2012, the aggregate market valtieeofegistrant's common stock held by radfilates of the registrant was approximately ®16illion based on the closing s
price of $16.84 of the common stock as reportetherNew York Stock Exchange.

As of February 15, 2013, 568,767,242 shares ofdbistrant's common stock were outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant's proxy statement fera12 annual meeting of stockholders are incotpdrato Part 11l of this Annual Report on Form KO-
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PART |
FORWARD-LOOKING STATEMENTS

This Annual Report on Form 1K-and materials we have filed or will file with thgecurities and Exchange Commission (as we
information included in our other written or ordahtements) contain or will contain certain statetaehat are forwardboking within the
meaning of the Private Securities Litigation Refoket of 1995. These statements are not guaranfefesuoe performance and involve cert
risks, uncertainties and assumptions that arecditfito predict. Actual outcomes and results mdfedimaterially from those expressed in
implied by, our forward-looking statements. Wordgls as “expects,” “intends,” “anticipates,” “belesy” “estimates,” “guides,” provide:
guidance,” “provides outlook” and other similar eagsions or future or conditional verbs such adl,"Wishould,” “would” and “could” are
intended to identify such forward-looking statenseriReaders of this Annual Report on FormKL@f The Western Union Company (
“Company,” “Western Union,” “we,” “our” or “us”) sbuld not rely solely on the forwaldoking statements and should conside
uncertainties and risks throughout this Annual Repo Form 10-K, including those described undeiskR-actors."The statements are only

of the date they are made, and the Company unaésrtak obligation to update any forward-lookingestant.

LI} ” o " ou

Possible events or factors that could cause resultgerformance to differ materially from those egsed in our forwartboking
statements include the following:

Events Related to Our Business and Industry
» deterioration in consumers' and clients' confidénasur business, or in money transfer and payrseniice providers general

» changes in general economic conditions and econawmditions in the regions and industries in whigl operate, including glok
economic and trade downturns and financial mariggugtions;

» political conditions and related actions in the tddiStates and abroad which may adversely affedbwsiness and economic condition
a whole;

» failure to compete effectively in the money tramsé@d payment service industry with respect to gland niche or corridor mon
transfer providers, banks and other money tranafet payment service providers, including telecomoations providers, ca
associations, card-based payment providers antt@iéand Internet providers;

» the pricing of our services and any pricing redutsi and their impact on our consumers and oundiaaresults

e our ability to adapt technology in response to giagindustry and consumer needs or tre

« our failure to develop and introduce new serviges enhancements, and gain market acceptance obsudhes

« changes in, and failure to manage effectively, syp®to foreign exchange rates, including the impéthe regulation of foreign exchar
spreads on money transfers and payment transagctions

» interruptions of United States government relatiatith countries in which we have or are implemegtsignificant business relationsh
with agents or clients;

» changes in immigration laws, interruptions in imnaiipn patterns and other factors related to migt

* mergers, acquisitions and integration of acquiredinesses and technologies into our Company, imgudravelex Global Busine
Payments, and the realization of anticipated firarmenefits from these acquisitions, and evergsirang us to write down our goodwill;

» decisions to change our business

» failure to manage credit and fraud risks presgérty our agents, clients and consumers orpafermance by our banks, lenders, ¢
financial services providers or insurers;
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« adverse movements and volatility in capital marlets other events which affect our liquidity, tigldity of our agents or clients, or 1
value of, or our ability to recover our investmeatsamounts payable to us;

» any material breach of security or safeguards a@fterruptions in any of our syster
e our ability to attract and retain qualified key doyees and to manage our workforce success

e our ability to maintain our agent network and besm relationships under terms consistent with orenaglvantageous to us than tt
currently in place;

e adverse rating actions by credit rating agen

» our ability to realize the anticipated benefitsm productivity and costavings and other related initiatives, which magiide decisions
downsize or to transition operating activities frome location to another, and to minimize any dgisans in our workforce that may res
from those initiatives;

» our ability to protect our brands and our otheeliettual property right

» our failure to manage the potential both for pafaotection and patent liability in the contextaofapidly developing legal framework
intellectual property protection;

» changes in tax laws and unfavorable resolutiomwiontingencie

» cessation of or defects in various services igexV/to us by thirgearty vendor:

» material changes in the market value or liquiditgecurities that we hol

e restrictions imposed by our debt obligatic

» significantly slower growth or declines in the mgrensfer, payment service, and other marketshichwe operat:

» changes in industry standards affecting our busij
Events Related to Our Regulatory and Litigation Envronment

« the failure by us, our agents or their subagentotoply with laws and regulations, including redafs or judicial interpretations there
designed to detect and prevent money launderingyrist financing, fraud and other illicit activitgand increased costs or loss of busi
associated with compliance with those laws andlegigus;

« changes in United States or foreign laws, rulesragdlations including the Internal Revenue Cod&egnmental or judicial interpretatic
thereof and industry practices and standards, dimogu the impact of the Foreign Account Tax Compimrprovisions of the Hirir
Incentives to Restore Employment Act;

» liabilities resulting from a failure of our agemstheir subagents to comply with laws and regoiet

e increased costs or loss of business due to regulatdiatives and changes in laws, regulations amdlstry practices and stande
affecting us, our agents, or their subagents;

» liabilities and unanticipated developments resglfimm governmental investigations and consenteagents with, or enforcement acti
by, regulators, including those associated with giiance with, failure to comply with, or extensiofi the settlement agreement with
State of Arizona;

» the impact on our business from the Dodd-Fraradl\&treet Reform and Consumer Protection Act,rthes promulgated thenaader, an
the actions of the Consumer Financial ProtectioreBu;




Table of Contents

» liabilities resulting from litigation, includinglassaction lawsuits and similar matters, including spskpenses, settlements and judgm
» failure to comply with regulations regarding consurprivacy and data use and secu
» effects of unclaimed property lav
« failure to maintain sufficient amounts or typegegulatory capital to meet the changing requiresehbur regulators worldwid
« changes in accounting standards, rules and intatfmes
Other Events
» adverse tax consequences from our gffifirom First Data Corporatio
» catastrophic events; a

* management's ability to identify and manage theskeother risks
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ITEM 1. BUSINESS
Overview

The Western Union Company (the “Company,” “Westdmnion,” “we,” “our” or “us”) is a leader in global money movement and pay
services, providing people and businesses with faable and convenient ways to send money ankienpayments around the world. -
Company was incorporated in Delaware as a whollpexivsubsidiary of First Data Corporation (“Firstt®3 on February 17, 2006, and
September 29, 2006, First Data distributed alltefnnoney transfer and consumer payments businesskb#s interest in a Western Un
money transfer agent, as well as its related adsetading real estate, through a tax-free distiitn to First Data shareholders (“Spin-off”).

The Western Unior? brand is globally recognized and represents spesdidbility, trust and convenience. As people mavel trave
around the world, they are able to use the senates well-recognized brand to transfer funds. @aensumer-tac=onsumer money trans
service enables people to send money around tHd wisually within minutes. As of December 31, 204@r services were available throug
global network of approximately 510,000 agent lawat in more than 200 countries and territoriesth approximately 90%f those locatior
outside of the United States. Each location inagent network is capable of providing one or mdreur services, with the majority offerin
Western Union branded service. As of December 8122approximately 70% of our locations had expeel money transfer activity in 1
previous 12 months.

We also provide consumers with flexible and congahbptions for making one-time or recurring paytagén our Consumer-tBusines
segment. This segment consists of United Statepdyiments, Pago Facil (bill payments in Argentjramd international bill payments.

The Business Solutions segment facilitates payrmedtforeign exchange solutions, primarily crossdborcrosssurrency transactions,
small and medium size enterprises and other orghoirs and individuals. The majority of the segrieebusiness relates to exchange
currency at the spot rate which enables custonoensake crossurrency payments. In addition, in certain coustrige write foreign curren
forward and option contracts for customers to fad#é future payments. Travelex Global Businessni@ays (“TGBP”),which we acquired
November 2011, is included in this segmi

We believe that brand strength, size and reacluofjilobal network, convenience, reliability, andueafor the price paid for our custom
have been important to the growth of our busindsswe continue to meet the needs of our custonweréaét, reliable and convenient gla
money movement and payment services, we are alddngao enhance our services and provide our ameswand business clients with act
to an expanding portfolio of payment and othertiitial services and to expand the number of chammwelgable to access these services.

Our Segments

We manage our business around the consumers aimk$sss we serve and the types of services we. &fmh 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. Bssisenot considered part of these segments amgodatsl as “Other’and include ot
money order, prepaid services, mobile money tranafed other businesses and services, in addii@odts for the investigation and closin
acquisitions.
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The table below presents the components of ouratiolased revenue:

Year Ended December 31,

2012 2011 2010
Consumer-to-Consumer 81% 84% 84%
Consumer-to-Business 11% 11% 12%
Business Solutions 6% 3% 2%
Other 2% 2% 2%

10C% 10C% 10C%

No individual country outside the United Statescastted for more than approximately 6% of our coidstéd revenue for each of
years ended December 31, 2012, 2011 and :

For additional details regarding our Consumer-tm&oner, Consumer-tBusiness and Business Solutions segments, inclddiagcia
information regarding our international and Unit8thtes revenues and long-lived assets, see Pareri,7, Management's Discussion ¢
Analysis of Financial Condition and Results of Ggiems, and Part Il, Item 8Financial Statements and Supplementary Datthis Annua
Report on Form 10-K.

See Risk Factors for a discussion of certain niskating to our foreign operations.
Consumer-to-Consumer Segment

Individual money transfers from one consumer totlagoare the core of our business, representing @&lé4r total consolidated reveni
for 2012. We view our money transfer service as iaterconnected global network where a money tensfn be sent from one locatior
another, around the world, including related tratieas that can be initiated through our websited account based money transfers.
segment includes six regions whose functions angdd to generating, managing and maintaining agelationships and localized market
activities. These regions interact on transactieite consumers and share common processes, systnkicenses, thereby constituting
global Consumer-to-Consumer money transfer busiaedone operating segment.

Although most remittances are sent from one of approximately 510,00@gent locations worldwide, in some countries wesrothe
ability to send money over the Internet or phonegis credit or debit card, or through a withdradi@éctly from a consumer's bank acco
All agent locations accept cash to initiate a teatisn, and some also accept debit cards. We offiesumers several options to receive a m
transfer. While the vast majority of transfers pead in cash at agent locations, in some placesffee payout directly to the receiver's b
account, to a stored-value card, or through theaisse of a money order.

Operations

Our revenue in this segment is derived primarilgnfrtransaction fees charged to consumers to tramsfmey. In money transfe
involving different send and receive currencies,also generate revenue based on the differenceebrtithe exchange rate set by us t
consumer and the rate at which we or our agentaldeeto acquire the currency.

In a typical money transfer transaction, a consugeess to one of our agent locations, completesra pecifying, among other things,
name and address of the recipient, and deliveedatg with the principal amount of the money tfansnd the fee, to the agent. Certai
these processes are streamlined for our custonfersige our loyalty card. This sending agent enterdransaction information into our moi
transfer system and the funds are made availablpagment, usually within minutes. The recipientees an agent location in the design
receiving area or country, presents identificatiwhgere applicable, and is paid the transferred adRecipients generally do not pay a
However, in limited circumstances, a tax may bedsga by the local government on the receipt ohtbeey transfer, or a fee may be cha
by the receiver's institution related to the uséhefaccount. We determine the fee paid by theesemchich generally is based on the princ
amount of the transaction and the send and reéatations.
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We generally pay our agents a commission basedpmrcentage of revenue. A commission is usuallg paiboth the agent that initias
the transaction, the “send agent,” and the agentthid the transaction, the “receive ageRtl most agents, the costs of providing the phy,
infrastructure and staff are typically covered by tagent's primary business (e.g., postal servizasking, check cashing, travel and rt
businesses), making the economics of being a Webheion agent attractive. Western Union's globatheand large consumer base allow 1
attract agents we believe to be of high quality.

To complement the convenience offered by our ndtwaglobal physical locations, in certain countnes have also made our servi
available through other channels, as describedibefaler “Services.”

Over 85% of our Consumer-to-Consumer transactiomslve at least one nddnited States location. No individual country odesithe
United States accounted for greater than 7% ofséiaggnent's revenue during all periods presented.

Services

We offer money transfer services worldwide. In 20th2 substantial majority of our Consumer@onsumer transactions were cash m
transfers involving our walk-in agent locationsward the world. Although demand for person, cash money transfers has historically Hes
strongest, we offer a number of options for sendind receiving funds that provide consumers comrerd and choice. The different w
consumers can send or receive money include trefiolg:

Walk-in and telephone money transfer servi€be substantial majority of our remittances cdogtitransactions in which cash is colle
by the agent and payment (usually cash) is availédyl pickup at another agent location, usually within misuti@ certain countries, we a
offer convenience to our consumers to initiateamgaction through the phone using a debit or cozdid or through our account based mc
transfer service, as described below. We also geosi “Cash to CardService that provides consumers an option to ditends to a Weste
Union branded stored-value card in the United Statel in certain other countries.

Our “Next Day” delivery option is a money transfer that is avaéddbr payment the morning after the money tranisfesent. This option
available for certain domestic service within theitdd States, and in select United States outbaumadinternational corridors. The Next [
delivery service gives our consumers a loweced option for money transfers that do not neede received within minutes, while <
offering the convenience, reliability and ease ¥ that our consumers expect.

Online money transfer service®Our websites allow consumers to send funds ongieeerally using a credit or debit card, for pay-a
most Western Union branded agent locations arohedvorld. As of December 31, 2012, we were progdinline money transfer service
more than 20 countries, allowing consumers in tivesmtries to send money throughout the world.

Account based money transfer servidéis service allows consumers to access WesteronUservices electronically, directly from tt
bank’s Internet or automated teller machine (“ATM&nking service. Consumers can use their bank att¢ounitiate a Western Union mor
transfer electronically, without having to visifphysical Western Union agent location. Globally, e relationships with nearly 115 ba
that have agreed to offer one or more of our accbased money transfer services, primarily throtgr online banking portals.

Direct to bank.n the United States and in certain other countmes provide a “Direct to BankService, enabling a consumer to se
transaction from an agent location directly to akbaccount in certain countries. Additionally, auebsites allow consumers to send fu
online, generally using a credit or debit card,day-out directly to a bank account.

Mobile money transfer servicé:or further discussion regarding our mobile mommapsfer service, see the “Othedtegory in this sectiol

Money transfer services through electronic chanmetgch include online, account based, and mobitmey transfer, combined were
of consolidated revenue for the year ended DeceBithe2012.
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Distribution and Marketing Channe

We offer our Consumer-to-Consumer service to nmiiof consumers around the world primarily throogh global network of thirgharty
agents in almost every country and territory, vagiproximately 90%of our agent locations being located outside of Wmited States. O
agents facilitate the global distribution and carieace associated with our Western Union and dihands (as described further within
“Intellectual Property”section below), which in turn helps create demasrdolur services and helps us to recruit and redgients. Weste
Union agents include large networks such as pditesf banks and retailers and other establishgdnizations that provide other consu
products and services. Many of our agents haveipteilbcations. Each individual agent accountedléss than 10% of the segment's rewv
during all periods presented. Our agents know tlaekats they serve and work with our managementeteeldp business plans for tt
markets. Many of our agents contribute financiabreces to, or otherwise support, our efforts toketathe business. Many agents opera
locations that are open outside of traditional liagkours, for example on nights and weekends.tGu#A0 agents globally have been witl
an average of approximately 17 years and in 20E&et longstanding agents were involved in transactionsdbaerated approximately 60%
our Consumer-to-Consumer revenue.

We provide our third-party agents with access toroulti-currency, reatime money transfer processing systems used tiategand pe
money transfers. We continue to develop our netvasdund the world to optimize send and receiveidgors. Our systems and proce:
enable our agents to pay money transfers in mare 120 currencies worldwide. Certain of our ageats pay in multiple currencies at a sit
location. Our agents provide the physical infrastie and staff required to complete the transMfsstern Union provides central opera
functions such as transaction processing, settlermearketing support and customer relationship rgameent to our agents.

Some of our agents outside the United States mahagesubagents. We refer to these agents asaggs. Although these subagent:
under contract with these superagents (and notWihktern Union directly), the subagent locationsdglly have access to similar technol
and services as our other agent locations.

Our international agents often customize servicespropriate for their geographic markets. In sonakets, individual agents i
independently offering specific services such aseskvalue card payout options or Direct to Bank servidée market our services
consumers in a number of ways, directly and indiyethrough our agent partners, leveraging adviedigpromotional activities, grassroc
digital, and loyalty programs. Our marketing betsefiom feedback from our agents and consumers.

Our marketing strategy includes our loyalty progsarwhich are available in a growing number of cdestand territories. As
December 31, 2012, our loyalty programs were abkglan approximately 80 countries and territoriesl dad approximately 19 million act
participants. These programs offer customers fasesice at the point-afale. Additionally, in certain countries and at teesunion.com, the:
programs offer reduced transaction fees or cask; eavever, such redemption activity has been mifiant to the results of our operatic
Loyalty customers generally initiate more transacti and have a higher rate of retention than atbhstomers. Over 40% of Western Ur
branded Consumer-to-Consumer transactions aretaitiby our loyalty program participants.

Industry Trend:

Over the last several years, except for 2009, theseborder money transfer industry has experiegecedth. Trends in the crossrde
money transfer business tend to correlate to mdgrdatends, global economic opportunity and reladetbloyment levels worldwide. The 1
four inbound remittance countries in the world #melia, China, Mexico, and the Philippines, whichmeulatively receive an estima
$160 billion annually according to Aité Group LLQMAité") February 2013 report. The February 2018éAreport projects crodserde
remittance growth of 5.8% in 2013.

Another significant trend impacting the money tfansndustry is the increase in regulation. Redafatn the United States and elsewt
focuses, in part, on anti-money laundering, #atiorist activities and consumer protection. Ratjahs require money transfer providers, b
and other financial institutions to develop systamsrevent, detect, monitor and report certaimde&tions. For further discussion of
regulatory impact on our business, see the “Reigulatiscussion in this section and the “Enhancegi®atory ComplianceSection in Part |
Item 7, Management's Discussion and Analysis of Financiahdition and Results of Operationdn addition, our ability to enter into
maintain exclusive arrangements with our agentsri@aeasingly been challenged by both regulatotsaartain of our current and prospec
agents, especially in certain inbound countries.
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Competition

We face robust competition in the highly-fragment@dnsumer-t@zonsumer money transfer industry. We compete withaigety o
remittance providers, including:

e Global money transfer providersGlobal money transfer providers allow consumerseind money to a wide variety of locations, in |
their home countries and abroad.

» Regional money transfer provide- Regional money transfer providers, or “nictpbviders, provide the same services as global g
transfer providers, but focus on a smaller groupasfidors or services within one region, such asttNAmerica to the Caribbean, Cen
or South America, or Western Europe to North Africa

e Banks and postbanl- Banks and postbanks of all sizes compete witim @asnumber of ways, including bank wire serviced aardbase!
services.

e Informal networks- Informal networks enable people to transfer fundthaut formal mechanisms and often without compdmnwitt
government reporting requirements. We believe shah networks comprise a significant share of thekat.

e Electronic commerc Online money transfer services allow consumersettdsand receive money electronically using therih&tieo
mobile phones.

« Alternative channel- Alternative channels for sending and receivinghmoinclude mail and commercial courier services] eardbase!
options, such as ATM cards and stored-value cards.

We believe the most significant competitive factor€onsumer-td@zonsumer remittances relate to the overall conswalee propositiol
including brand recognition, trust and reliabilidistribution network and channel options, and comsr experience and price.

Consumer-to-Business Segment

In our Consumer-to-Business segment, which reptedetil%of our total consolidated revenues for 2012, wevig® fast and convenie
options to make ontme or recurring payments from consumers to bgses and other organizations, including utilitiesto financ
companies, mortgage servicers, financial servicgigers, government agencies and other businegdsedelieve our business customers
receive payments through our services benefit fiiogir relationship with Western Union as it provddbem with real-time or near reihe
posting of their customer payments. In many cirdamses, our relationships with business customiers @ovide them with an additior
source of income, as well as reduced expensesaétr &and check handling.

Operations

Our revenue in this segment is derived primarignfrtransaction fees paid by the consumer. The coespayments fees are typically |
than the fees charged in our ConsumeGtmsumer segment. Consumers may make a cash pagh@nagent or owned location or may n
an electronic payment over the phone or on thereteusing their credit or debit card, through slitomated clearing house (*“ACHSystem
or via a wire transfer. Our Internet services arevigled through our own websites or, in certaircwinstances, in partnership with of
websites for which we act as the service providieraddition, we generate revenue from upfront émveht fees received for our EqL
Accelerato® service, and we earn investment income on fundsived from services sold in advance of settlemetit payment recipients.

While we continue to pursue further internationgpansion of our offerings in this segment, the gigant majority of the segmen
revenue was generated in the United States dullipgr@ods presented.

10
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Services

Our Consumer-t@usiness payments services are available throughiety of products which give consumers choicetoabe paymel
channel and method of payment, and include theviafig:

Western Union Paymentdhe Western Union Payments service allows conssiteesend funds to businesses and government ag
primarily across the United States and Canadagusash and, in certain locations, a debit cards Bervice is offered primarily at West
Union agent locations, but may be provided via westernunion.com website in limited situations. sTeervice is also offered in sel
international locations under the service mark ®Way>". We also offer Quick Cash, a cash disbursement service used by busin
government agencies, and financial institutions¢od money to employees or individuals with whoeythave accounts or other busir
relationships. Similar to our Western Union Payraesgrvice, consumers use our Western Union Corvemi®ay® (“Convenience Pay”
service to send payments by cash or check from allemnumber of Convenience Pay agent locationsnamily to utilities an
telecommunication providers. We are in the proagssonsolidating all of these services, in additionour Quick Collec® service, to b
marketed as Western Union Payments.

Speedpay’ . Our Speedpay service is offered principally in theited States and allows consumers to make paymengsvariety c
businesses using credit cards, debit cards, ACHrahhited situations, checks. Payments are itétdaover the phone or the Internet. We
partner with some businesses to allow their custsiteaccess Speedpay from their websites.

Equity Accelerator.Our Equity Accelerator service enables consunmemake mortgage payments by ACH. It is marketea esnvenier
way for homeowners to schedule additional recurgnigcipal payments on their mortgages. Consumeére enroll in this service ma
mortgage payments based on an accelerated prograich results in a more rapid reduction of theirrtgage balance, as well as inte
savings.

Pago Facil®. In South America, we offer walky, cash bill payment services which allow consisrtermake payments for services <
as phone, utilities and other recurring bills. Irg@ntina, we provide this service under the Pagrl Béand. We offer this service under
Western Union brand in Peru, Panama and Brazil.

Distribution and Marketing Channe

Our electronic consumer payment services are dlailprimarily through the phone and the Internehjlevour castbased consum
services are available through our agent netwankissalect Company-owned locations, primarily intBoAmerica.

Businesses market our services to consumers imibeuof ways, and we market our services direclgdnsumers using a variety
means, including advertising materials, promotiawivities, call campaigns and attendance at tshdevs and seminars. Our Internet sen
are marketed to consumers on our websites as wealraugh cdsranding arrangements with our website partners offer our paymer
solutions.

We have relationships with more than 15,08fhsumer payments businesses to which our custonsrsmake payments. Th
relationships are a core component of our globgimeamts services. On average, we have provided ayment services to our top
businesses to which our consumers can make payrioentsore than 15 years. No individual consumebusiness accounted for greater 1
10% of this segment's revenue during all periogsgmted.

Industry Trend:
The global payments industry has evolved with tetdgical innovations that have created new methafdgrocessing payments fr
consumers to businesses. The various productsnwiitie global payments industry are in varying stagiedevelopment outside the Uni

States. We believe that the United States is inrtlikst of a trend away from cash and paper chemkbili payments toward electronic paym
methods accessible through multiple technologies.
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Competition

Western Union competes with a diverse set of sergioviders offering both cash and electrdmésed payment solutions. Competitio
electronic payment services includes financialitaobns (which may offer consumer bill paymenttireir own name or may “hostiaymen
services operated under the names of their cliamts)other nofbank competitors. Competition for electronic payisexiso includes busines
offering their own or third-party services to theiwn customers and thinglarty providers of all sizes offering services dilgto consumers.
many cases, competitors specialize in a small numbmdustries. Competitors for cash paymentsudel businesses that allow consume
pay a bill at one of their locations, or at thedtien of a partner business, as well as mail anglieoservices. The ongoing trend away f
cash-based bill payments in the United States antpetitive pressures, which result in lower chaled bill payment volumes and a shi
lower revenue per transaction products, continimfiact this business.

We believe the most significant competitive factorsthis segment relate to brand recognition, austoservice, trust and reliabili
convenience, speed, variety of payment methodgicgeofferings, innovation, and price.

Business Solutions Segme

In our Business Solutions segment, we facilitatgnpent and foreign exchange solutions, primarily serborder, crosstrrenc
transactions, for small and medium size enterpaseisother organizations and individuals.

Operations

The substantial majority of our revenue in thisrsegt is derived from foreign exchange revenueschviaire based on the differe
between the exchange rate set by us to the custamdethe rate at which we are able to acquire tiheency. Customers may remit a chec
make an electronic or wire transfer in order tdiaté a transaction. Our Internet services areigealin partnership with other websites
which we act as the service provider and throughomn website. The significant majority of the semgtis revenue was generated outsic
the United States during all periods presented.

Services

Business Solutions payment transactions are coadubrough various channels including the phone latetnet. Payments are mi
predominately through wire transfers and ACH, louséme situations, checks are remitted. The mgjofiBusiness Solutions' business rel
to exchanges of currency at the spot rate whichlesaustomers to make cragsrency payments. In addition, in certain coustrige writ
foreign currency forward and option contracts fastomers to facilitate future payments.

Distribution and Marketing Channe

Our business payment services are primarily offenest the phone, through partner channels, antheidnternet. Our Internet services
marketed through co-branding arrangements withnalosite partners as well as on our website.

Our Business Solutions services are available in@Mtries. We have relationships with approximaf€l0,000 customers with respec
our payment solutions. These relationships arera component of our business payments servicesindligidual customer accounted
greater than 10% of this segment's revenue sircaduisition of TGBP.

Industry Trend:
The business-tbusiness payments industry has evolved with tecgicdl innovations that have created new methodgrotessin
payments from businesses to other businesses.drlms products within the Business Solutions itiguare in varying stages of developrr

outside the United States. The crbesder payments industry is expected to expanthénfature due to the expanding global focus of r
businesses.
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Competition

Western Union competes with a diverse set of serpimviders offering payment services and risk rgangent solutions, includil
financial institutions and other ndrank competitors. We believe the most significampetitive factors in this segment relate to reiog
relationships founded on customer service and #spein payments and foreign exchange, customipdatisns for specific industries a
clients, convenience and speed of payments netveaidilability of derivative products, variety ofdound and outbound payment meth
brand recognition and price.

Other

Our remaining businesses are grouped in the “Otbetegory, which includes our money order, prepaidises, mobile money transt
and other businesses and services, in additiondis ¢or the investigation and closing of acquisisi.

Customers use our money orders for making purchasgig bills, and as an alternative to checks ¢ha be deposited directly into bi
accounts or cashed at check cashiers, some badlsoare retailers. We derive investment income firailerest generated on our money o
settlement assets, which are primarily held in ethibtates tax exempt state and municipal debtifesur

Our prepaid cards are sold primarily in the Unigtdtes through retail locations and on the Inteanetare Mastercaftbr Visa®-brandec
This service allows consumers to load money orivece direct deposit onto the card for use aterldate. The card can be used to witht
money from an ATM or used where debit cards arepted. We have agreements with depository ingiitstinsured by the Federal Dep
Insurance Corporation that serve as the issuaysrofards in the United States. At certain agerdtions, we also provide consumers the al
to make cash payments for prepaid phone or otheicss, including the ability to load principal onprepaid cards, including our own. ¢
storedvalue products and services are currently offeretivielve countries worldwide, with cards being &seither by us or through ot
licensed institutions.

Our mobile money transfer service provides conssniercertain countries with the ability to transfeoney to a mobile wallet or ba
account. Consumers in selected countries can aisaté transactions from their mobile phones asadsmoney from mobile wallets or b
accounts.

Intellectual Property

The Western Union logo, service mark, and tradsgdfeollectively, “Marks”are registered and/or used worldwide and are nahterou
Company. The WU service mark is currently registered in the Unigidtes and the European Community with applicatersling in mar
other countries around the world. The internaticagansion of our agent network over the past detad taken the Western Union br
nearly everywhere consumers send and receive mewffer money transfer services under the West@ion, Orlandi Valut&“and Vigo®
brands. We also provide various payment and otheices under brands such as Western Union Paynt@uisk Collect, Convenience F
SM | Quick Pay, Quick Cash, Speedpay, Equity AcceberaPago Facil (registered in Argentina), Westemiod Business Solutions a
MoneyWise™.

Our operating results over the past several yeave lallowed us to invest significantly each yeastipport our brands. In 2012,
invested approximately $235 million to market, atige and promote our brands and services, incfudiosts of dedicated market
personnel. Many of our agents have also contribsignificant financial resources to assist with keting our services.

We own patents and patent applications coveringpuaraspects of our processes and services. Wehlegve are and in the future may
subject to claims and suits alleging that our tedbgy or business methods infringe patents ownedthgrs, both in and out of the Uni
States. Unfavorable resolution of these claimsatoedjuire us to change how we deliver servicesytrassignificant financial consequences
both, which could adversely affect our businessritial condition and results of operations.
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Risk Management

Our Company has a credit risk management departthenévaluates and monitors our agesiéted credit and fraud risks. We are exp
to credit risk related to receivable balances fagrants in the money transfer, watkbill payment and money order settlement procéss als:
are exposed to credit risk directly from consunransactions particularly through our online sersiemd electronic Consumer-Busines
payment channels, where transactions are origirthtedgh means other than cash, and may theretoseifiject to “chargebackdisufficien
funds, or other collection impediments, such aadraur credit risk management team performs aitcredew before each agent signing
conducts periodic analyses.

We are exposed to credit risk in our Business &wiat business relating to: (a) derivatives written us to our customers and
receivables from certain customers for which bexiafies are paid prior to receiving cleared fundsrf the customer, where we have offt
“trade credit.”For the derivatives, the duration of these congratinception is generally less than one year.cradit risk associated with ¢
derivative contracts increases when foreign cugrenchange rates move against our customers, ppgsipacting their ability to honor the
obligations to deliver currency to us or to maintappropriate collateral with us. For those redaiss where we have offered trade cr
collection ordinarily occurs within a few days. Tatigate risk, we perform credit reviews of the ttuser on an ongoing basis, and, for
derivatives, we may require certain customers & pollateral or increase collateral based on #lirevalue of the customer's contract and
risk profile.

To manage our exposures to credit risk with resfgertvestment securities, money market fund inmesits and other credit risk exposi
resulting from our relationships with banks andafinial institutions, we regularly review investmemincentrations, trading levels, cr
spreads and credit ratings, and we attempt to sifyesur investments among global financial indt@nos.

A key component of the Western Union business m&lelur ability to manage financial risk associatith conducting transactio
worldwide. We settle accounts with the majorityoof agents in United States dollars or euros. Wieaiforeign currency exchange contra
primarily forward contracts, to mitigate the riskssociated with currency fluctuations and to preyidedictability of future cash flows. Limit
foreign currency risk arises with respect to therdgsettlement process because the majority of yntaasfer transactions are paid wit
24 hours after they are initiated and agent sedtfémoccur within a fewlays in most instances. We have additional foreighange risk ar
associated foreign exchange risk management dueetoature of our Business Solutions business. majerity of this business' revenue
from exchanges of currency at the spot rate engdirstomers to make crosefrency payments. Business Solutions aggregate®rigigr
exchange exposures arising from customer contrextisiding the derivative contracts described abarel hedges the resulting net curre
risks by entering into offsetting contracts withiaddished financial institution counterparties. Taeeign exchange risk is actively managed.

Our financial results may fluctuate due to chariggsterest rates. We review our overall exposorédating and fixed rates by evaluat
our net asset or liability position in each, whilso considering the duration of the individual ifoes. We manage this mix of fixed ver
floating exposure in an attempt to minimize risgkduce costs and improve returns. Our exposureteéoesst rates can be modified by chan
the mix of our interesbearing assets, as well as adjusting the mix effixersus floating rate debt. The latter is accahpt primarily throug
the use of interest rate swaps and the terms ofnamy debt issuances (i.e., fixed versus floatinge use interest rate swaps designate
hedges to increase the percentage of floatingdette subject to market conditions.
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International Investment

No provision has been made for United States féad@id state income taxes on certain of our outtsidédasis differences, which prima
relate to accumulated foreign earnings of approteigab4.4 billion as of December 31, 2012, as wgeek to reinvest these earnings outsid:
United States indefinitely. We intend to investdearnings to expand and diversify our globatibistion and explore new service offeril
and may also consider international acquisitionoopmities. In 2011, our foreign cash allowed usitquire TGBP and the remaining inter
in two of our largest Europedrased agents, Finint S.r.l. and Angelo Costa,. $Holvever, if we are unable to utilize accumulagaaning
outside of the United States and we repatriateetie@snings to the United States in the form ofalabu constructive dividends, we would
subject to United States federal income taxes ésulhp an adjustment for foreign tax credits),estatome taxes and possible withholding t:
payable to various foreign countries. Such taxesdcbe significant.

Regulation

Our business is subject to a wide range of lawsragdlations enacted by the United States federaémment, each of the states, v
localities and many other countries and jurisditdioincluding the European Union. These includesland regulations regarding: finan
services, consumer disclosure and consumer proteaturrency controls, money transfer and paymasitument licensing, payment servis
credit and debit cards, electronic payments, foresgchange hedging services and the sale of spmtafd and option currency contra
unclaimed property, the regulation of competitioansumer privacy, data protection and informatiecusity. Our services also are subjec
an increasingly strict set of legal and regulat@guirements intended to help detect and prevemesntéaundering, terrorist financing, fra
and other illicit activity. Failure, by Western mi, our agents, or their subagents (agents andysotmare third parties, over whom Wes
Union has limited legal and practical control) camply with any of these requirements or theirrptetation could result in the suspensio
revocation of a license or registration requirecptovide money transfer services and/or paymentices or foreign exchange products,
limitation, suspension or termination of servicd® seizure of our assets, and/or the impositiocivaf and criminal penalties, including fin
and restrictions on our ability to offer services.

We have developed and continue to enhance our Igtolnapliance programs, including our anteney laundering program compriset
policies, procedures, systems and internal contoofsonitor and to address various legal and reéglaequirements. In addition, we contil
to adapt our business practices and strategieelfous comply with current and evolving legal stamd and industry practices, includ
heightened regulatory focus on compliance with-argney laundering or fraud prevention requirememtese programs include dedice
compliance personnel, training and monitoring paogs, suspicious activity reporting, regulatory eath and education, and support
guidance to our agent network on regulatory compka Our money transfer and payment service nesvoplerate through thindarty agent
in most countries, and, therefore, there are litioits on our legal and practical ability to complgtcontrol those agents' compliance activi
In 2012, the Company spent over $100 million ore@mpliance and regulatory programs.

Money Transfer and Payment Instrument Licensing afkgulation

Our money transfer and money order services arfeduio antimoney laundering laws and regulations, includirgBlank Secrecy Act,
amended, including by the USA PATRIOT Act of 20@bl(ectively, the “BSA”)and similar state laws and regulations. The BSAgragrothe
things, requires money transfer companies and gheers and sellers of money orders, to developimptement risk-based antione)
laundering programs, report large cash transactans suspicious activity, and in some cases, ttecobnd maintain information ab
consumers who use their services and maintain dthesaction records. Many states impose similal, #am some cases, more string
requirements. These requirements also apply t@gents. In addition, the United States DepartmettieoTreasury has interpreted the BS.
require money transfer companies to conduct dugedite into and riskased monitoring of their agents inside and outideUnited State
Compliance with antinoney laundering laws and regulations has becotop area of regulatory attention, with agreemesiadpreached wii
Western Union and several large financial institsi, including another money transfer provider.

Economic and trade sanctions programs administieyeithe United States Department of the Treasuryc®fbf Foreign Assets Cont
(“OFAC”) prohibit or restrict transactions to or from (oatiegs with) certain countries, their governmeatsd in certain circumstances, tl
nationals, as well as with specificaliiesignated individuals and entities such as nasdtaffickers, terrorists and terrorist organiaasi. W
provide very limited money transfer and paymentsises to individuals in Cuba, Syria and Sudan pan$ to and as authorized by advis
opinions of, or licenses granted by, OFAC.
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In the United States, most states license monesfeea services providers and many exercise aujhovier the operations of our mot
transfer services and, as part of this authorégufarly examine us. Many states require us tosinthee proceeds of money transfers in highly
rated, investment grade securities, and our ussuol investments is restricted to satisfy outstamdiettlement obligations. We regul:
monitor credit risk and attempt to mitigate our espre by investing in highlyated securities in compliance with these regutetior he
majority of our investment securities, classifieithin “Settlement assetsh the Consolidated Balance Sheets, are held iaracdcomply witl
state licensing requirements in the United Statekhad credit ratings of “AA-br better from a major credit rating agency as e€&mber 3:
2012.

These licensing laws also cover matters such asrgment approval of controlling shareholders andosemanagement of our licens
entities, regulatory approval of agents and in sanséances their locations, consumer disclosurestha filing of periodic reports by t
licensee, and require the licensee to demonstratevaintain certain net worth levels. Many statise aequire money transmitters and t
agents to comply with federal and/or state anti-eydaundering laws and regulations.

Outside of the United States, our money transfeirtass is subject to some form of regulation iroathe countries and territories in wh
we offer those services. These laws and regulatiomg include limitations on what types of entitieay offer money transfer services, ay
registration requirements, limitations on the amaafnprincipal that can be sent into or out of aimioy, limitations on the number of mor
transfers that may be sent or received by a consame controls on the rates of exchange betweermties. They also include laws |
regulations intended to detect and prevent monegdering or terrorist financing, including obligatiis to collect and maintain informat
about consumers, recordkeeping, reporting and digerkce, and supervision of agents and agbnts similar to and in some cases exce
those required under the BSA. In most countriedieeiwe or our agents are required to obtain lieensr to register with a governm
authority in order to offer money transfer services

The Payment Services Directive (“PSD”) in the Ewap Union (“EU”),along with similar laws in other jurisdictions, laimposed ne
rules on payment service providers like Westernodnlin particular, Western Union has become redptm$or the regulatory compliance
our agents who are engaged by one of our paymastitution subsidiaries. Thus, the costs to mondtor agents and the risk of adve
regulatory action against us because of the actiérmsir agents in those areas have increased. Hjerity of our EU business is manay
through our PSD subsidiary, which is regulatedh®y €entral Bank of Ireland. Under the PSD, we algest to investment safeguarding n
and periodic examinations similar to those we aigext to in the United States. These rules haselted in increased compliance costs
may lead to increased competition in our areaenfige. Additional countries may adopt legislat&milar to these laws. The PSD, as we
legislation in other countries such as Russia, dias allowed an increased number of hamk entities to become money transfer ag
thereby resulting in increased competition.
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In connection with an agreement and settlement thighState of Arizona and other states enterediintebruary 2010, we have funt
$71 million, a portion of which was paid to a not-profit organization to promote safety and secuslyng the entire United States .
Mexico border, with the rest paid to the State déna for its costs associated with this mattéisTagreement and settlement also resolve
outstanding legal issues and claims with the Sia#rizona. In addition, as part of the agreemerd aettlement, we have made and expe
make certain investments in and enhancements toamapliance programs along the United States anxiddédorder and a monitor has b
engaged for those programs. On January 23, 204 3ntmitor announced his intention to resign. Aaepment monitor has been identified
is subject to court appointment. The costs of the$tments in our programs and for the monitor ymmsto the terms and conditions of
agreement and settlement were expected to be $B8mover the period from signing through 2013wewer, actual costs incurred h.
exceeded this amount. In addition, in the fourtlrter of 2012, our Business Solutions businessingaded in the scope of the moniti
review. Including the costs required pursuant t® dgreement and settlement, the Company has spent$d0 million since 2010 on
compliance programs along the United States andiddéborder. We are considering entering into aremsibn of the term of the agreen
and settlement or another arrangement with thes Stiafrizona, either of which would require the apgl of the State of Arizona and co
have further adverse effects on our business, dimguadditional costs. The monitor has made a nurnbeecommendations regarding
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 2013. If the Company is not able
negotiate an extension of the agreement and settieiwor other arrangement and the State of Arizogt@rchines that the Company
committed a willful and material breach, the StateArizona has indicated that it will pursue renesdunder the agreement and settler
which could include initiating civil or criminal &ons. The pursuit by the State of Arizona of refaedunder the agreement and settlel
could have a material adverse effect on our busjnfsancial condition or results of operationse 3dso Part I, Item 1ARisk Factors-
“Western Union is the subject of governmental itigadions and consent agreements with or enforcéraetions by regulatorsfor more
information on this agreement and settlement, tioly the potential impact on our business.

Regulators worldwide are exercising increasingbsel supervision of money remitters and requirimgygasingly greater efforts to ens
compliance. As a result, we are experiencing irsinrgacompliance costs related to verification, $esstion approval, disclosure, and repol
requirements, along with other requirements thaehsad and will continue to have a negative impacour business, financial condition, .
results of operations.

Government agencies both inside and outside theetdi8tates may impose new or additional rules onandransfers affecting us or
agents or their subagents, including regulatioas th

» prohibit transactions in, to or from certain coiggr governments and individuals and enti
* impose additional identification, reporting or reticeeping requiremen

» limit the types of entities capable of providing meg transfer services, impose additional licensingegistration requirements on us,
agents, or their subagents, or impose additiomplirements on us with regard to monitoring or oiggrisof our agents or their subagents;

* impose minimum capital or other financial requirensson us or our agents and their subag

« limit or restrict the revenue which may be genatdtem money transfers, including transaction faed revenue derived from fore
exchange;

* require enhanced disclosures to our money traosf#omers
» require the principal amount of money transfergiogted in a country to be invested in that countrizeld in trust until they are pa

e limit the number or principal amount of money trf@ms which may be sent to or from the jurisdictiamether by an individual, throu
one agent or in aggregate; or

e impose taxes or fees on money transfer transac
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Dodd-Frank Wall Street Reform and Consumer ProtectiorciA

The Dodd-Frank Wall Street Reform and Consumeretimn Act (the “Dodd-Frank Act’pecame United States federal law in 2010.
Dodd-Frank Act created a new Consumer Financialetion Bureau (the “CFPBXyvhose purpose is to issue and enforce consumezqpiar
initiatives governing financial products and seegcincluding money transfer services. The CFPBosdate additional regulatory oversight
us. Regulations issued by the CFPB, which we gaiei may become effective in ni2@®13, will impact our business in a variety of &
These include: a requirement to provide consumemsling funds internationally from the United Sta¢edhanced praansaction disclosure
including the disclosure of thirgarty fees and taxes, an obligation to resolveouarierrors, including certain errors that may btside ou
control, and an obligation to cancel transactidrad have not been completed at a consumer's reqMegtave modified certain of our syste
business practices, service offerings or procedireamply with these regulations. We will facebiiéty for the failure of our money trans
agents to comply with the rules and are implemengidditional policies, procedures, and oversighasnees designed to assure complianc
our agents. The extent of these policies, procedumed measures may be considered by the CFPByiadion or proceeding against us
noncompliance with the rules by our agents. Alsm, Business Solutions business in the United Staikbe subjected to increased regula
oversight and reporting requirements relating ® fitreign exchange derivative products offeredddain of its customers. In addition,
implementation of these requirements could impactbwusiness relationships with banking and othsarftial institution partners who offer
Business Solutions services. We may also be sutgjectamination by the CFPB. In addition, rulesdd under the DodBrank Act by othe
governmental agencies will likely subject certafroar future corporate interest rate and foreignhaxge hedging transactions to centra
clearing, margin, and other requirements. For &mrtliscussion of the risks associated with the DBdahk Act, see Part |, ltem 1ARisk
Factors- “The Dodd+rank Act, as well as the regulations required bgttAct and the actions of the Consumer Financialtértion Bureat
could adversely affect us and the scope of ourvities, and could adversely affect our operatioresults of operations and financ
condition.”

Foreign Account Tax Compliance Act

We also expect that the Foreign Account Tax Compgaprovisions of the Hiring Incentives to RestBraployment Act (“FATCA”")will
likely result in increased compliance costs. FAT@/ijch is intended to address tax compliance isselased to U.S. taxpayers holding non
U.S. accounts, will require certain of our licendiméncial institutions and other entities outside United States to report to the United S
Internal Revenue Service (“IRS™irectly or through foreign government agenciespawating with the IRS, information about finan
transactions made by U.S. taxpayers and could impdgthholding, documentation and reporting requigats on such transactions. |
implementation will be phased in over a mykiar period. The additional administrative requieats of FATCA will likely result in increas
compliance costs and could have an adverse effecuo business, financial condition, or resultopérations. For further discussion of
risks associated with FATCA, see Part |, ltem Résk Factors “ Regulatory initiatives and changes in laws, regolas and industry practic
and standards affecting us, our agents or theiragi@mts could require changes in our business madeélincrease our costs of operatic
which could adversely affect our operations, resoftoperations and financial conditioh

Unclaimed Property Regulations
Our Company is subject to unclaimed property lawghie United States and abroad. These laws reggired turn over to certe
government authorities the property of others Hsidour Company that has been unclaimed for a dpdcjferiod of time, such as unp

money transfers and money orders. We hold propetyect to unclaimed property laws and we haveragoimg program to comply with t
laws. We are subject to audits with regard to @eheatment practices.
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Privacy and Information Security Regulation

The collection, transfer, disclosure, use and g®iat personal information are required to provade services. These activities are sut
to information security standards, data privacyadareach and related laws and regulations in thitgedd States and other countries. In
United States, data privacy and data breach lawis as the federal Gramm-LeaBliley Act and various state laws apply directlyadroa
range of financial institutions including moneyrsaitters like Western Union, and indirectly to ganies that provide services to or on be
of those institutions. The United States Federald€rCommission (“FTC”) has an geing program of investigating the privacy practicd
companies and has commenced enforcement actiomsstgaany, resulting in multimillion dollar settlemts and multirear agreemer
governing the settling companies' privacy practidé® FTC and several states have expanded tlegirodiiconcern to include privacy practi
related to mobile applications. Many state lawaunexjus to provide notification to affected indiuals, state officers and consumer repo
agencies in the event of a security breach of caenpdiatabases or physical documents that contaiaicetypes of norpublic person:
information and present a risk for unauthorized use

The collection, transfer, disclosure, use and g personal information required to provide services is subject to data privacy i
outside of the United States, such as laws adgmtesliant to the EU's 95/46 EC Directive of the paan Parliament (theData Protectio
Directive”), and individual national and provinciaws throughout the world. In some cases, these Ee more restrictive than the Gramm
LeachBliley Act and impose additional duties on compani€hese laws, which are not uniform, do one orenairthe following: restrict tt
collection, transfer, processing, storage, usedisclosure of personal information, require notieendividuals of privacy practices and n
give individuals certain rights to prevent the osaisclosure of personal information for secondaugposes such as marketing.

These regulations, laws and industry standards iaipose requirements for safeguarding personaknimdtion through the issuance
internal data security standards, controls or dinds.

In connection with regulatory requirements to assighe prevention of money laundering and testofinancing and pursuant to le
obligations and authorizations, Western Union makEsmation available to certain United Stateseied and state, as well as certain fore
government agencies when required by law. In regeats, these agencies have increased their rsgieestuch information from Weste
Union and other companies (both financial serviaevigers and others), particularly in connectiothweéfforts to prevent terrorist financing
identity theft. During the same period, there his® @een increased public attention regarding thrparate use and disclosure of pers
information, accompanied by legislation and redafe intended to strengthen data protection, inédiom security and consumer prive
These regulatory goalsthe prevention of money laundering, terrorist ficiag and identity theft and the protection of thdividual's right t
privacy - may conflict, and the law in these areas is notsistent or settled. While we believe that Westemiod is compliant with il
regulatory responsibilities, the legal, politicaldabusiness environments in these areas are rapidinging, and subsequent legislal
regulation, litigation, court rulings or other e¥®icould expose Western Union to increased progsts, liability and reputational damage.

Banking Regulation

We have subsidiaries that operate under bankirmdies granted by the Austrian Financial Market éxitqh and the Brazilian Centl
Bank which subject these subsidiaries to Austriath Brazilian regulations. We are also subject gulation, examination and supervision
the New York Department of Financial Services (fhi@ancial Services Departmenti)hich has regulatory authority over our entity thatds
all interests in these subsidiaries, a limited iligbinvestment company organized under Articld Xf the New York Banking Law. A
Agreement of Supervision with the Financial Sersi@epartment imposes various regulatory requiresngriuding operational limitatior
capital requirements, affiliate transaction limiat, and notice and reporting requirements. FiduServices Department approval is requ
under the New York Banking Law and the Agreemergbervision prior to any change in control of &récle Xl investment company.

Since these subsidiaries do not operate any bamffiogs in the United States and do not condusirmss in the United States excey

may be incidental to their activities outside theiteld States, our Company's affiliation with thesbsidiaries does not cause them to be st
to the provisions of the Bank Holding Company Acthie United States.
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Other

Some of our services are subject to card associaties and regulations. For example, an indepdrstandardsetting organization, tl
Payment Card Industry (“PCl"pecurity Standards Council (including American Eg%; Discover Financial Services, JCB Internati
MasterCard Worldwide and Visa Inc. Internationadveloped a set of comprehensive requirements coingepayment card account sect
through the transaction process, called the Pay@ard Industry Data Security Standard (“PCI DS&1). merchants and service providers
store, process and transmit payment card dateegreéred to comply with PCI DSS as a condition toemting credit cards. We are subjec
annual reviews to ensure compliance with PCI reguia worldwide and are subject to fines if we fanend to be non-compliant.

Storedvalue services offered by Western Union are suligdtinited States federal and state laws and riégnta as well as laws a
regulations outside of the United States, relatedonsumer protection, licensing, escheat and mémeyering. As we begin offering simi
services internationally, those services may béestilbo various country laws. These laws are ewglviand the extent to which they appl
Western Union or its consumers is sometimes uncMérile we are unable to determine the full imp#wat new laws and changi
interpretations may have on these services, régstury suggests that new rules may, among otliegshbroaden our liability for the servi
and increase the scope of the information thateecar agents must collect, maintain and reportiabonsumers.

Employees and Labor

As of January 31, 2013, our businesses employedbzippately 9,000 employees, of which approximaté]@00 employees are loca
outside of the United States.

Available Information

The Western Union Company is a Delaware corporadiod its principal executive offices are locatedl2600 East Belford Avent
Englewood, CO, 80112, telephone (866) 405-5012. Chmpany's Annual Report on Form 10-K, quarterlyorées on Form 1@, curren
reports on Form 8-K, and amendments to those rejpoet available free of charge through the “InveRelations”portion of the Company
web site, www.westernunion.com, as soon as reagopadictical after they are filed with the Secw#tiand Exchange Commission (“SBC”
The SEC maintains a web site, www.sec.gov, whichtains reports, proxy and information statements] ather information file
electronically with the SEC by the Company.
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Executive Officers of the Registrant

As of February 22, 2013, our executives consishefindividuals listed below:

Name Age Position

Hikmet Ersek 52 President, Chief Executive Officer and Director

Rajesh K. Agrawal 47 Executive Vice President and President, Wedteion
Business Solutions

John R. Dye 53 Executive Vice President, General Counsel awleSary

Paula S. Larson 50 Executive Vice President and Chief Human Resssur
Officer

Scott T. Scheirman 50 Executive Vice President, Chief Financial Gdfic

Diane Scott 42 Executive Vice President, Chief Product andkéaing
Officer

J. David Thompson 46 Executive Vice President, Global Operations @hikf

Information Officer

Hikmet Ersek is our President and Chief Executive Officer (fr@aptember 2010) and a member of the Company's BRifdbirector:
(from April 2010). From January 2010 to August 20Mr. Ersek served as the Company's Chief Operdliffgcer. Prior to January 201
Mr. Ersek served as the Company's Executive ViesiBent and Managing Director, Europe, Middle EAfica and Asia Pacific Region frc
December 2008. From September 2006 to December, M00&rsek served as the Company's Executive Hoesident and Managi
Director, Europe/Middle East/Africa/South Asia. d&rto September 2006, Mr. Ersek held various pmsdtiof increasing responsibility w
Western Union. Prior to joining Western Union inp8ember 1999, Mr. Ersek was with GE Capital sp&tiad in European payment syste
and consumer finance.

Rajesh K. Agrawal is our Executive Vice President (from November 20drid President, Western Union Business Solutifsom(Augus
2011). Prior to August 2011, Mr. Agrawal servedGeneral Manager, Business Solutions since Nove@®#0, and as Senior Vice Presic
of Finance for Business Units, from August 2010ttvember 2010. Previously, Mr. Agrawal served asi@éVice President of Finance of
Company's Europe, Middle East, and Africa and A3&ific regions from July 2008 to August 2010, asd Senior Vice President ¢
Treasurer of Western Union from June 2006 to Ma3820/r. Agrawal joined Western Union in 2006.

John R. Dyeis our Executive Vice President, General CounsedlS&cretary. Prior to taking this position in Nov®m2011, Mr. Dye w
Senior Vice President, Interim General Counsel @ondporate Secretary of the Federal Home Loan Mgddgaorporation (“FHLMC")from
July 2011. From July 2007 to July 2011, Mr. Dyevseras Senior Vice President, Principal Deputy @Gdn€ounsel Corporate Affairs,
FHLMC. Prior to joining FHLMC, Mr. Dye served as $aiate General Counsel at Citigroup Inc. from Agtdi999 to July 2007, and as Se
Vice President and Senior Counsel at Salomon SBathey from 1994 to 1999. Prior to that time, MgeDvas an attorney at the law firm
Brown & Wood. Mr. Dye is also Chairman of the Boafdhe Western Union Foundation.

Paula S. Larsonis our Executive Vice President and Chief Humandieses Officer. Prior to taking this position inWwanber 2011, M
Larson was Chief Human Resources Officer for Inysralc from April 2005 to March 2011. Prior to thiasme, Ms. Larson held various ser
human resources positions at Eaton Corporatiorsahdidiaries of General Electric Company.
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Scott T. Scheirmanis our Executive Vice President and Chief FinanG#icer. Mr. Scheirman has been the Executive \Recesiden
Chief Financial Officer since September 2006 amsliaed the additional responsibilities of Global @giens from January 2012 throt
November 2012. In addition, from June 2011 throNglvember 2011, Mr. Scheirman served as interim {Gtiisnan Resources Officer for 1
Company. Prior to becoming the Executive Vice Riesi, Chief Financial Officer in September 2006,. Bicheirman held a variety
positions with increasing responsibility at FirsatB, including Senior Vice President and Chief Raial Officer for Western Union from 19
to September 2006. Prior to joining First Data®®2, Mr. Scheirman was with Ernst & Young LLP.

Diane Scottis our Executive Vice President, Chief Product deatketing Officer. Prior to taking this position December 2012, M
Scott was our Chief Marketing Officer (from ApriD21) and President, Western Union Ventures (frorgusti 2011). Prior to April 2011, M
Scott was Senior Vice President, Marketing, Amexisimce March 2009. From March 2008 to March 2008, Scott served as Vice Presid
Marketing Services, and General Manager, Domestia@y Transfer. From March 2007 to March 2008, MtSserved as Vice Preside
Domestic Money Transfer and Marketing Services, faoch January 2005 to March 2007, she served as Niesident and General Mana
Domestic Money Transfer. Ms. Scott joined Westemod in 2001.

J. David Thompsonis our Executive Vice President, Global Operatiffrem November 2012) and Chief Information Offi¢géom April
2012). Prior to April 2012, Mr. Thompson was Grdegesident, Services & Support and Global CIO of &ytac Corporation since Janu
2008. From February 2006 to January 2008, Mr. Theampserved as Symantec's Executive Vice Presi@émef Information Officer. Prior 1
joining Symantec, Mr. Thompson was Senior Vice ilers and Chief Information Officer for Oracle Corption from January 2005
January 2006. From August 1995 to January 2005%ydw Vice President of Services and Chief Infornrati2fficer at PeopleSoft, Inc. N
Thompson is a director of CoreSite Realty Corporati
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ITEM 1A. RISK FACTORS

There are many factors that affect our businesanfiial condition and results of operations, sofme&hiach are beyond our control. Thi
risks include, but are not limited to, the risksd&ed below. Such risks are grouped according to:

* Risks Relating to Our Business and Indu
* Risks Related to Our Regulatory and Litigation Eoriment; an
* Risks Related to the SpDff.

You should carefully consider all of these risks.
Risks Relating to Our Business and Industry

If consumers' confidence in our business or in traidnal money transfer and payment service providgenerally deteriorates, our busine
financial condition and results of operationcould be adversely affected.

Our business is built on consumers' confidenceumboands and our ability to provide fast, reliableney transfer and payment servi
Erosion in consumers' confidence in our business) traditional money transfer and payment seryimaviders as a means to transfer ma
could adversely impact transaction volumes whichiléidn turn adversely impact our business, finanoiadition and results of operations.

A number of factors could adversely affect conswneonfidence in our business, or in traditionalneo transfer and payment sen
providers generally, many of which are beyond antiol, and could have an adverse impact on owltsesf operations. These factors inclt

« changes or proposed changes in laws or regulatiomegulator or judicial interpretation thereof theave the effect of making it mc
difficult or less desirable for consumers to transfoney using traditional money transfer and paynservice providers, includii
additional customer due diligence, identificaticeporting, and recordkeeping requirements;

» failure of our agents or their subagents to delsawices in accordance with our requirem:

e reputational concerns resulting from actual or pied events, including those related to fr

e actions by federal, state or foreign regulators thterfere with our ability to transfer consumergdney reliably, for example, attempt:
seize money transfer funds, or limit our abilityaioprohibit us from transferring money in certaorridors;

» federal, state or foreign legal requirements, iditlg those that require us to provide consumer ttata greater extent than is curre
required;

» any significant interruption in our systems, indhgl by fire, natural disaster, power loss, telecamivations failure, terrorism, venc
failure, unauthorized entry and computer virusedismuptions in our workforce; and

» any breach of our security policies or legal regnents resulting in a compromise of consumer pyivaicata use and secur
Many of our money transfer consumers are migrabesisumer advocacy groups or governmental agenoigd consider migrants to
disadvantaged and entitled to protection, enhacoedumer disclosure, or other different treatméntonsumer advocacy groups are abl

generate widespread support for positions thadatemental to our business, then our businesaniiial condition and results of operati
could be adversely affected.
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Difficult conditions in global financial markets, pbal economic downturns andinancial market disruptions could adversely affecur
business, financial condition and results of opeiats.

The global capital and credit markets have expeddnn recent years, and in the future may expeeieanprecedented volatility €
disruption and we face certain risks relating tohsevents, including:

« Demand for our services could soften comparedstmtical growth rates, including due to low consum@nfidence, high unemployme
or reduced global trade.

e Our agents or clients could experience reduced salbusiness as a result of a deterioration im@wic conditions. As a result, our age
could reduce their numbers of locations or hourspsration, or cease doing business altogethelinBsses using our services may n
fewer crosszurrency payments or may have fewer customers rgagayments to them through us, particularly busessin thos
industries that may be more affected by an econdanturn.

e Our exposure to receivables from our agents, coassiand businesses could impact us. For more imttmon this risk, see risk fact
“We face credit, liquidity and fraud risks from cagents, consumers and businesses that could adivef§ect our business, financ
condition and results of operations.”

« The market value of the securities in our investhpenmtfolio may substantially decline. The impaétimat decline in value may advers
affect our results of operations and financial dtbod.

e The counterparties to the derivative financial imstents that we use to reduce our exposure touwanuarket risks, including change:
interest rates and foreign exchange rates, mayof&bnor their obligations, which could exposdasisks we had sought to mitigate. T
failure could have an adverse effect on our finangdndition and results of operations.

 We aggregate our foreign exchange exposures inBasmess Solutions business, including the expogererated by the derivat
contracts we write to our customers as part ofoposseurrency payments business, and typically hedgedhexposure through offsett
contracts with established financial institutiorunterparties. If our customers fail to honor thahbtigations or if the counterparties to
offsetting positions fail to honor their obligat®rour business, financial condition and resultsparations could be adversely affected.

 We may be unable to refinance our existing indalmed as it becomes due or we may have to refiramc@favorable terms, which co
require us to dedicate a substantial portion ofaash flow from operations to payments on our dietreby reducing funds available
working capital, capital expenditures, acquisitiostsare repurchases, dividends, and other purposes.

e Our revolving credit facility with a consortium bfanks is one source for funding liquidity needs afsb backs our commercial pa
program. If any of the banks participating in owedit facility fails to fulfill its lending commitrant to us, our shoterm liquidity ant
ability to support borrowings under our commergaper program could be adversely affected.

» The thirdparty service providers on whom we depend may éspes difficulties in their businesses, which maypair their ability t
provide services to us and have a potential impaaur own business. The impact of a change or aeanp stoppage of services may h
an adverse effect on our business, results of tpasaand financial condition.

» Banks upon which we rely to conduct our businessdctail or be unable to satisfy their obligaticosus. This could lead to our inability
access funds and/or credit losses for us and @mlidrsely impact our ability to conduct our busines

» If market disruption and volatility occurs, we cdutxperience difficulty in accessing capital and business, financial condition
results of operations could be adversely impacted.

While the global financial and capital markets havabilized, recent concerns regarding U.S. debittardget matters and the sover
debt crisis in Europe have caused increased umgria financial markets. A failure to raise theSJ debt limit and/or a further downgradkt
U.S. debt ratings in the future could result indite@nd financial market disruptions, adverselyeefffour ability to access capital market:
favorable terms and adversely affect our businasdsoarr financial results and condition. The impaicthe sovereign debt crisis in Europe
financial institutions in Europe and globally coai$o have an adverse impact on the capital magegtsrally and on our business and finau
results and condition.
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We face competition from global and niche or coradmoney transfer providers, United States and mmational banks, card associatior
card-based payments providers and a number of other $ypeservice providers, including electronic andtémnet providers. Our continue
growth depends on our ability to compete effectivil the industry.

Money transfer and global business payments atdyh@pmpetitive industries which include serviceyiders from a variety of financ
and nonfinancial business groups. Our competitors inclibdaks, credit unions, automated teller machine idesg and operators, ci
associations, card-based payments providers suidsaers of e-money, travel cards or stored-vahrds; informal remittance systems, wek
based services, phone payment systems (includirgjlenphone networks), postal organizations, retsjleheck cashers, mail and cot
services, currency exchanges and traditional meragsfer companies. These services are differeqtiay features and functionalities suc
brand recognition, customer service, trust ancdlty, distribution network and channel optionenvenience, price, speed, variety of pay!
methods, service offerings, and innovation. Outtioed growth depends on our ability to competedaf¥ely in these industries. For exam
if we fail to price our services appropriately, samers may not use our services, which could adieedffect our business and finan
results. In 2012 our consumer4onsumer transaction volume in certain key corgdeas adversely affected by increasing pricingedéftial:
between our money transfer services and thosemnoé sif our competitors, which adversely affected fmancial results. In addition, failure
compete on service differentiation could signifithamffect our future growth potential and reswfsoperations.

As noted below, many of our agents outside the ddniStates are national post offices. These entdres usually governmen
organizations that may enjoy special privilegespootections that could allow them to simultaneoudévelop their own money trans
businesses. International postal organizationsdcagtee to establish a money transfer network antbegselves. Due to the size of tt
organizations and the number of locations they hamg such network could represent significant cetitipn to us.

We may not realize the anticipated benefits of g reductions, which could adversely affect our ¢iness.

We have made periodic pricing reductions from timéime in response to competition and to implenmnt brand investment strate
which includes better meeting consumer needs, maxighmarket opportunities and strengthening ouerall competitive positioning. F
example, in the fourth quarter of 2012 we implerednpricing reductions in certain key corridors, amel announced that we anticipe
continuing these reductions and making additiomging reductions in 2013. We have made additigamaing reductions in the first quarter
2013, and we anticipate continuing these reductimtsmaking additional reductions in 2013. Prigiaductions generally 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 incomese certain corridors thereafter. However, thécipated benefits of these prici
reductions may not be realized within a certainetiperiod or at all. If we fail to realize the amtated benefit of the pricing reductions,
business and financial results could be adverdédgtad.

Our ability to respond to new and enhanced produatsl changing industry standards and evolving cusigr needs or trends poses a
challenge to our business.

Our industry is subject to rapid and significarthieological changes, with the constant introducttbmew and enhanced products
services and evolving industry standards and coesureeds and preferences. Our ability to enhancewuent products and services
introduce new products and services that addresetbhanges has a significant impact on our altditige successful. We actively see
respond in a timely manner to changes in custoineth(consumer and business) needs and prefereacbsology advances and new
enhanced products such as technology-based moaresfar and Business Solutions payments servicekiding Internet, phonbased an
other mobile money transfer services and prepdated-value and other caliksed money transfer services. There can be namnjea
however, that we will be successful in respondinghtese challenges. Failure to respond well toettd®llenges on a timely basis cc
adversely impact our business, financial conditod results of operations. Further, even if we aadpwell to these challenges, the busi
and financial models offered by many of these a#ve, more technologseliant means of money transfer and electronic patnsolution
may be less advantageous to us than the modeédfigr our traditional cash/agent model.
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Risks associated with operations outside the Unidtes and foreign currenciecould adversely affect our business, financial catioh
and results of operations.

A substantial portion of our revenue is generateaurrencies other than the United States dollar.aAresult, we are subject to ri
associated with changes in the value of our revemnigmominated in foreign currencies. Our Businesdsti®ns businesgrovides currenc
conversion and, in certain countries, foreign ergeahedging services to its customers, further sirgous to foreign currency exchange |
In order to mitigate these risks, we enter intav@give contracts. However, these contracts doefiotinate all of the risks related to fluctuat
foreign currency rates.

These risks have increased in recent years as randee regarding the ability of certain Europeanntries to continue to service tt
sovereign debt obligations, the overall stabilifyttee euro and the suitability of the euro as a@lsircurrency given the diverse economic
political circumstances in individual Eurozone ctiigs. These concerns may cause the value of tfeeteufluctuate more widely than in 1
past and could lead to the irdroduction of individual currencies in one or radeurozone countries, or, in more extreme circuntgs, th
possible dissolution of the euro currency entirdfythere is a significant devaluation of the ewed we are unable to hedge our for
exchange exposure to the euro, the value of ow-@emominated net monetary assets and liabilitiesldvba correspondingly reduced wil
translated into U.S. dollars for inclusion in ouraincial statements. Similarly, the irgroduction of certain individual country curreasior th
complete dissolution of the euro could adverselgaithe value of our euro-denominated net monetasgts and liabilities.

Our foreign exchange risk is greater, and our éreixchange risk management is heightened, in osinBss Solutions business.
significant majority of Business Solutions' reverisdrom exchanges of currency at the spot ratélemgcustomers to make crossfrenc
payments. In certain countries, this business alies foreign currency forward and option contsafttr our customers. The duration of tr
derivative contracts at inception is generally ldem one year. The credit risk associated withdarivative contracts increases when for
currency exchange rates move against our custoipessibly impacting their ability to honor theirligjations to deliver currency to us or
maintain appropriate collateral with us. Busineskitons aggregates its foreign exchange exposnsi®g from customer contracts, includ
the derivative contracts described above, and redye resulting net currency risks by entering iaffsetting contracts with establist
financial institution counterparties. If we are bleto obtain offsetting positions, our businegsaticial condition and results of operati
could be adversely affected.

A substantial portion of our revenue is generateidide of the United States and much of the caghcash equivalents from this busir
are held by our foreign entities. Repatriating ¢hesds to the United States would, in many casssilt in significant tax obligations beca
most of these funds have been taxed at foreignat@s that are relatively low compared to our caraBifederal and state tax rates in the Ul
States. If repatriation of these funds is requiedf a change in legislation requires a different treatment, our business, financial cond
and results of operations could be adversely ingoadEor further discussion regarding the risk that future effective tax rates could
adversely impacted by changes in tax laws, bothedtically and internationally, see risk factoiChangesin tax laws and unfavorak
resolution of tax contingencies could adverselgéafbur tax expensebelow.

Money transfers and payments to, from, within, etween countries may be limited or prohibited by.l&t times in the past, we he
been required to cease operations in particulamtci@s due to political uncertainties or governmeestrictions imposed by forei
governments or the United States. Occasionally tagesve been required by their regulators to ce#fseging our services, see risk factor *
Regulatory initiatives and changes in laws, regolas and industry practices and standards affectisgour agents or their subagents cc
require changes in our business model and increasecosts of operations, which could adverselycaféeir operations, results of operatic
and financial condition"below. Additionally, economic or political instaityl or natural disasters may make money transtgrgdam, within, o
between particular countries difficult or impossifsbuch as when banks are closed, when currenafuddion makes exchange rates difficu
manage or when natural disasters or civil unredtem@ccess to agent locations unsafe. These skd negatively impact our ability to ofi
our services, to make payments to or receive patgrfesm international agents or our subsidiarieswrability to recoup funds that have b
advanced to international agents or are held bysobsidiaries and could adversely affect our besinénancial condition and results
operations. In addition, the general state of tel@nunications and infrastructure in some lesseeld@ed countries, including countries wt
we have a large number of transactions, createsatigpeal risks for us and our agents that generaiéy not present in our operations in
United States and other more developed countries.
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Many of our agents outside the United States ast pffices, which are usually owned and operatechatjonal governments. The
governments may decide to change the terms undehliey allow post offices to offer remittanceslather financial services. For exam
governments may decide to separate financial sepgerations from postal operations, or mandaterewegion or privatization of a “post bank”
or they may require multiple service providersheit network. A government could decide to restrahittance service to only the natic
post office. These changes could have an advefieset eh our ability to distribute, offer or priceiroservices in countries that are material tc
business.

Interruptions in migration patterns, including as aesult of economic conditionscould adversely affect our business, financial catioh
and results of operations.

Our Consumer-t@&sonsumer money transfer business relies in large gramigration, which brings workers to countrieih greate
economic opportunities than those available inrthative countries. A significant portion of mongegnsfers are sent by international migre
Migration is affected by (among other factors) @heeconomic conditions, the availability of jobpmptunities, changes in immigration la
and political or other events (such as war, tesrorbr health emergencies) that would make it mdfewt for workers to migrate or woi
abroad. Changes to these factors could adversdgtadur remittance volume and could have an aéveffect on our business, finan
condition and results of operations.

Many of our consumers work in industries that mayiropacted by deteriorating economic conditionsemquickly or significantly the
other industries. Reduced job opportunities, egigdn construction, manufacturing, hospitalitgreulture and retail, or overall weaknes
the world's economies could adversely affect thmlmer of money transfer transactions, the princgmabunts transferred and correspondi
our results of operations. If general market safni@ the economies of countries important to nmigvéorkers occurs, our results of operat
could be adversely impacted. Additionally, if oumsumer transactions decline, if the amount of madhat consumers send per transac
declines, or if migration patterns shift due to Wwea deteriorating economic conditions, our resaftsperations may be adversely affected.

Acquisitions and integration of new businesses deeaisks and may affect operatirresults.

We have acquired and may acquire businesses bsitfeiand outside the United States. The acquisdiwh integration of busines:
involve a number of risks. The core risks invohaduation (negotiating a fair price for the businbased on inherently limited due diliger
and integration (managing the complex processtefjimating the acquired company's people, produadssarvices, technology and other as
in an effort to realize the projected value of #uguired company and the projected synergies of¢heisition). In addition, the need in sc
cases to improve regulatory compliance standardsagher risk associated with acquiring comparses, Risks Related to Our Regulatory i
Litigation Environment” below. Acquisitions oftenvolve additional or increased risks including, éaample:

* managing geographically separated organizatiorstesys and facilitie
* managing multjurisdictional operating, tax and financing struets
* integrating personnel with diverse business baakuie and organizational cultur

» integrating the acquired technologies into our Cany

» realization of anticipated financial benefits frahese acquisitions and where necessary, improvitggnal controls of these acqui
businesses;

« complying with regulatory requiremer
» fluctuations in currency exchange ra
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» enforcement of intellectual property rights in sofoeeign countrie:
« difficulty entering new markets with the servicdghe acquired businesses;

« general economic and political conditions, imithg legal and other barriers to crdssder investment in general, or by United S
companies in particular.

Integrating operations could cause an interrupbdipror divert resources from, one or more of ousibesses and could result in the los
key personnel. The diversion of management's &tertnd any delays or difficulties encountered amreection with an acquisition and
integration of the acquired company's operationdcchave an adverse effect on our business, fiahnondition and results of operations.

As of December 31, 2012, we had $3,179.7 milliorgobdwill comprising approximately 34% of our totsets, including1,947.
million of goodwill in our Consumer-to Consumer ogfing unit and $996.0 millionf goodwill in our Business Solutions reporting tuiGBF
represents a significant majority of the goodwdlated to the Business Solutions reporting unit. the Business Solutions reporting un
decline in estimated fair value of approximately40ould occur before triggering an impairment obdwill. If we or our reporting units «
not generate operating cash flows at levels cadistith our expectations, we may be required tdewdown the goodwill on our balar
sheet, which could have a significant adverse impacour financial condition and results of oparas in future periods. See th€ritical
Accounting Policies and Estimates” discussion irt Raltem 7, Management's Discussion and Analysis of Financ@hdition and Results
Operation, for more detail.

We face credit, liquidity and fraud risks from ouagents, consumers and businesgést could adversely affect our business, financ
condition and results of operations.

The vast majority of our global funds transfer basis is conducted through thjpdsty agents that provide our services to consurat
their retail locations. These agents sell our sesjicollect funds from consumers and are requir@dy the proceeds from these transactio
us. As a result, we have credit exposure to ountagén some countries, our agent networks inclsdigeragents that establish suba
relationships; these agents must collect funds fitosir subagents in order to pay us. We are natr@tsagainst credit losses, except in ce
circumstances related to agent theft or fraudnlégent becomes insolvent, files for bankruptcynimits fraud or otherwise fails to pay mo
order, money transfer or payment services proceeds, we must nonetheless pay the money orderpletenthe money transfer or payn
services on behalf of the consumer.

The liquidity of our agents is necessary for ousibess to remain strong and to continue to prowigleservices. If our agents fail to se
with us in a timely manner, our liquidity could aected.

From time to time, we have made, and may in theréuiake, shorterm advances and longer term loans to our agéhése advances &
loans generally are secured by settlement fundalge@yby us to these agents. However, the failurdhede borrowing agents to repay tt
advances and loans constitutes a credit risk to us.

In our Business Solutions business, we are alsosexpto credit risk relating to foreign currencyward and option contracts written by
to our customers. The duration of these derivatioetracts at inception is generally less than osar.yThe credit risk associated with
derivative contracts increases when foreign cugrenchange rates move against our customers, ppgsipacting their ability to honor the
obligations to deliver currency to us or to maintappropriate collateral with us. If a customerdsees insolvent, files for bankruptcy, comr
fraud or otherwise fails to pay us for the valuetlodse contracts, we may be exposed to the valam afffsetting position with a financ
institution counterparty.
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We offer consumers, primarily in the United Statbg ability to transfer money utilizing their ciedr debit card via the Internet ¢
phone. Because these are not fackte- transactions, these transactions involve atgreisk of fraud. We apply verification and otleols tc
help authenticate transactions and protect ag&iast. However, these tools are not always sucakssfprotecting us against fraud. As
merchant of these transactions, we may bear thadial risk of the full amount sent in some of fteidulent transactions. Issuers of credit
debit cards may also incur losses due to fraudutansactions through our distribution channels aray elect to block transactions by tl
cardholders in these channels with or without motWe may be subject to additional fees or persaitithe amount of chargebacks excee
certain percentage of our transaction volume. Seeb and penalties escalate over time if we ddakat effective action to reduce chargeb.
below the threshold, and if chargeback levels areuftimately reduced to acceptable levels, ouramant accounts could be suspende
revoked, which would adversely affect our resuftefmerations.

Breaches of our information security policies or feguards could adversely affeour ability to operate and could damage our repuitat,
business, financial condition and results of opei@ats.

We collect, transfer and retain consumer, busiresployee and agent data as part of our businksseTactivities are subject to laws
regulations in the United States and other jurtsmhis, see risk factor Current and proposed regulation addressing consupnisacy and dat
use and security could increase our costs of opmmat which could adversely affect our operatioresults of operations and financ
condition” below. The requirements imposed by these laws agdlations, which often differ materially among timany jurisdictions, a
designed to protect the privacy of personal infdiomaand to prevent that information from beinggpeopriately used or disclosed. We h
developed and maintain technical and operatiorfeigsards designed to comply with applicable legajuirements. However, despite th
safeguards, it is possible that hackers, emplogetiag contrary to our policies or others could iogerly access our systems or improg
obtain or disclose data about our consumers, bssiciestomers, agents and/or employees. Furthexubesome data is collected and store
third parties, it is possible that a third partyukeb intentionally or negligently disclose persomdta in violation of law. Also, in sor
jurisdictions we transfer data related to our em@és, business customers, consumers, agents ardiglbémployees to thi-party vendors i
order to perform due diligence and for other reasdnis possible that a vendor could intentionatyinadvertently disclose such data. .
breach of our security policies or applicable leg@uirements resulting in a compromise of consuimasiness, employee or agent data ¢
require us to notify impacted individuals, and ome cases regulators, of a possible or actual byeagose us to regulatory enforcen
action, including fines, limit our ability to prade services, subject us to litigation and/or danageeputation.

Interruptions in our systems or disruptions in owvorkforce may have a significareffect on our business.

Our ability to provide reliable service largely @epls on the efficient and uninterrupted operatiooun computer information systems i
those of our service providers. Any significantemuptions could harm our business and reputatiwhrasult in a loss of consumers. Tt
systems and operations could be exposed to danmageiwuption from fire, natural disaster, powesd, telecommunications failure, terrori
vendor failure, unauthorized entry and computeusas or other causes, many of which may be beyancantrol or that of our servi
providers. Further, from time to time, we have b#ensubject of cyber attacks. These attacks ameapty aimed at interrupting our busines:
exploiting information security vulnerabilities. $forically, none of these attacks or breachesrdigidually or in the aggregate resulted in
material liability to us or any material damageota reputation. Furthermore, disruptions relatedybersecurity have not caused any mai
disruption to the Company's business, althougtetiban be no assurance that a material breach etitbetur in the future. Although we h:
taken steps to prevent systems disruptions, ousunes may not be successful and we may experignbédems other than system disruptic
We also may experience software defects, developeays, installation difficulties and other syate problems, which would harm «
business and reputation and expose us to potdiadidlity which may not be fully covered by our busss interruption insurance. Our ¢
applications may not be sufficient to address teldgical advances, regulatory requirements, changimarket conditions or oth
developments. In addition, any work stoppages berlabor actions by employees, the significantamityj of which are located outside
United States, could adversely affect our business.
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If we are unable to maintain our agent, subagent giobal business payments networunder terms consistent with those currently in pkg
or if our agents or their subagents fail to complyith Western Union business and technology standa@hd contractrequirements, ou
business, financial condition and results of opei@ts would be adversely affected.

Most of our Consumer-t@onsumer revenue is derived through our agent mktvo addition, our international agents may haubager
relationships in which we are not directly involvddansaction volumes at existing agent and sulidgeations often increase over time
new agents and their subagents provide us withtiaddl revenue. If, due to competition or others@as, agents or their subagents decii
leave our network, or if we are unable to sign rgents or maintain our agent network under termsistent with those currently in place
if our agents are unable to maintain relationskifih or sign new subagents, our revenue and profdg be adversely affected. Agent attri
might occur for a number of reasons, including epgetitor engaging an agent, an agent's dissatisfautith its relationship with us or t
revenue derived from that relationship, or an dgeat its subagents' unwillingness or inability comply with our standards or le
requirements, including those related to complianith anti-money laundering regulations, afnéiud measures, or agent registration
monitoring requirements. For example, changes tacompliancerelated practices as a result of our agreemensattiément with the State
Arizona and changes to our business model, prignegibted to our Vigo and Orlandi Valuta brandsyéhaesulted in the loss of over 7,(
agent locations in Mexico. In addition, agents nggnerate fewer transactions or less revenue fapuamreasons, including increa
competition, political unrest or changes in thereroy. Because an agent is a third party that ersgaga variety of activities in addition
providing our services, it may encounter businefidities unrelated to its provision of our seres, which could cause the agent to redu
number of locations, hours of operation, or ceaseglbusiness altogether.

We rely on our agents' information systems andfocgsses to obtain transaction data. If an agettiedr subagent loses information
there is a significant disruption to the informatigystems of an agent or their subagent, or ifgem@or their subagent does not maintair
appropriate controls over their systems, we magsgpce reputational harm which could result irséssto the Company.

We have relationships with more than 15,08hsumer payments businesses to which our custonsrsmake payments. Th
relationships are a core component of our globghyaants services, and we derive a substantial ppdfoour Consumer-tBusiness reveni
through these relationships. If we are unable go siew relationships or maintain our current relahips under terms consistent with tt
currently in place, our revenue and profit grovdtes may be adversely affected.

For example, changes in laws regulating competitioin the interpretation of those laws could umdgiee our ability to enter into
maintain our exclusive arrangements with our cur@md prospective agents, especially in certairounld countries. See risk factor
Regulatory initiatives and changes in laws, regolas and industry practices and standards affectisgour agents or their subagents cc
require changes in our business model and increasecosts of operations, which could adverselycaféeir operations, results of operatic
and financial condition”below. In addition, certain of our agents and seég have refused to enter into exclusive arrangtsrand in 201
we entered into a noexclusive arrangement with our Mexican agent, Etelktel Milenio de C.V. The inability to enter inexclusive
arrangements or to maintain our exclusive righdeurour contracts could adversely affect our oanat revenue, and operating profit by,
example, allowing competitors to benefit from tlomdwill associated with the Western Union brandwatagent locations.

Our business, financial condition and results of em@tions could be harmed by adverse rating actidmyscredit rating agencies.

The three major rating services, Standard & Pdeasngs Services, Moody's Investors Service Intd, Bitch Inc., recently reduced «
credit ratings to BBB+, Baal, and BBB+, respectiyahnd placed us on negative outlook. If our credtings are further downgraded, or if t
are placed under review or continue to have a nagattlook, our business, financial condition aedults of operations could be adver
affected and perceptions of our financial strergthld be damaged, which could adversely affectrelationships with our agents, particul:
those agents that are financial institutions ort mSces. In addition, an adverse credit rating dyating agency, such as a downgrac
negative outlook, could result in regulators impgsadditional capital and other requirements oninduding imposing restrictions on 1
ability of our regulated subsidiaries to pay divids. Also, a downgrade below investment gradeinéiiease our interest expense under ce
of our notes and any significant downgrade coulitdase our costs of borrowing money more generatlyersely affecting our busine
financial condition and results of operations.
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We may not realize all of the anticipated benefftem productivity and costavings and other related initiatives, which mayclade
decisions to downsize or to transition operatingigities from one location to another, and we mayperience disruptions in our workforc
as a result of those initiatives.

We have and are currently engaged in actions afiditexs associated with productivity improvemenittiatives and expense reduct
measures. We may implement additional initiatives$uiture periods. While these initiatives are desifjto increase productivity and resu
cost savings, there can be no assurance that tivgpated benefits will be realized, and the cdstémplement such initiatives may be gre
than expected. In addition, these initiatives heasulted and will likely result in the loss of pemngsel, some of whom may support signific
systems or operations. Consequently, these imgigtcould result in a disruption to our workfortfewe do not realize the anticipated bent
from these initiatives or the costs to implememnthare greater than expected, or if the actiongdtrasa disruption to our workforce gree
than anticipated, our business, financial condjtaond results of operations could be adverselyctte

Our ability to remain competitive depends in pan our ability to protect ourands and our other intellectual property rightsd to defen
ourselves against potential intellectual propertyfiingement claims.

The Western Union brand, which is protected bydrnadrk registrations in many countries, is matddabur Company. The loss of -
Western Union trademark or a diminution in the pared quality associated with the name would haumbusiness. Similar to the West
Union trademark, the Vigo, Orlandi Valuta, Speedpaguity Accelerator, Pago Facil, Western Union rRagts, Quick Collect, Quick P:
Quick Cash, Convenience Pay, Western Union BusiBesigtions and other trademarks and service masksilao important to our Compe
and a loss of the service mark or trademarks @amandtion in the perceived quality associated witese names could harm our business.

Our intellectual property rights are an importaletngent in the value of our business. Our failureéake appropriate actions against tt
who infringe upon our intellectual property coultvarsely affect our business, financial conditiod aesults of operations.

The laws of certain foreign countries in which wehliisiness do not protect intellectual propertiitsgo the same extent as do the lav
the United States. Adverse determinations in jaflici administrative proceedings in the United &tair in foreign countries could impair
ability to sell our services or license or proteadr intellectual property, which could adverselyeat our business, financial condition
results of operations.

We have been, are and in the future may be, sutgjetdims alleging that our technology or busimegthods infringe intellectual prope
rights of others, both inside and outside the WhB¢ates. Unfavorable resolution of these claimddcoequire us to change how we deliv
service, result in significant financial consequesicor both, which could adversely affect our bes# financial condition and results
operations.

Changes in tax laws and unfavorable resolution aftcontingencies could adversely affect our tax erge.
Our future effective tax rates could be adverséfigcéed by changes in tax laws, both domesticati¢ eternationally. From time to tin
the United States Congress and foreign, statearad §overnments consider legislation that coutdldase our effective tax rates. If change

applicable tax laws are enacted, our results ofatjpas could be negatively impacted.
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Our tax returns and positions (including positisegarding jurisdictional authority of foreign gomements to impose tax) are subjec
review and audit by federal, state, local and ma&onal taxing authorities. An unfavorable outcotmea tax audit could result in higher
expense, thereby negatively impacting our resultsperations. We have established contingency vesedor a variety of material, known
exposures. As of December 31, 2012 , the total atnoiuunrecognized tax benefits was a liability$dfl1.9 million, including accrued intere
and penalties, net of related benefits. Our resergiect our judgment as to the resolution of idseies involved if subject to judicial revie
While we believe that our reserves are adequatever reasonably expected tax risks, there carolsssurance that, in all instances, an
raised by a tax authority will be resolved at afinial cost that does not exceed our related resand such resolution could have a mai
effect on our effective tax rate, financial condlitj results of operations and cash flows in theeturperiod and/or future periods. With res
to these reserves, our income tax expense woulddedi) any changes in tax reserves arising froatemal changes during the period in
facts and circumstances (i.e. new information)aurding a tax issue, and (ii) any difference fréna €Company's tax position as recorded i
financial statements and the final resolution e&aissue during the period. Such resolution cauttlease or decrease income tax exper
our consolidated financial statements in futureiquelr and could impact our operating cash flows. &ample, in 2011, we reached
agreement with the United States Internal Reverargi& (“IRS”) resolving substantially all of the issues relatedhe restructuring of o
international operations in 2003, which resulted tax benefit of $204.7 million related to thewsdiment of reserves associated with this m
and requires cash payments to the IRS and variatis tax authorities of approximately $190 millipof which $92.4 millionwas paid i
2012 . See the “Capital Resources and Liquiditgtdssion in Part Il, ltem Management's Discussion and Analysis of Financiahditior
and Results of Operations.

The IRS completed its examination of the Unitede&tdederal consolidated income tax returns oft Edegta, which include our 2005 &
pre-Spin-off 2006 taxable periods, and issued égort on October 31, 2012 (“FDC 30-Day Lettefurthermore, the IRS completed
examination of our United States federal consodidahcome tax returns for the 2006 post-Sgfinperiod through 2009 and issued its re
also on October 31, 2012 (“WU 30-Day Letter”). Botle FDC 30-Day Letter and the WU By Letter propose tax adjustments affectin
some of which are agreed and some of which areraadgWe filed our protest on November 28, 2012ateel to the unagreed propo
adjustments with the IRS Appeals Division. See Raitem 8,Financial Statements and Supplementary Ddtite 10, “Income Taxedbr a
further discussion of this matter.

We receive services from third-party vendors thaduld be difficult to replace ithose vendors ceased providing such services wisimhld
cause temporary disruption to our business.

Some services relating to our business, such awaef application support, the development, hostind maintenance of our opera
systems, check clearing, and processing of retuchedks are outsourced to thpdrty vendors, which would be difficult to replageickly. If
our thirdparty vendors were unwilling or unable to providewith these services in the future, our businessaperations could be advers
affected.
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Material changes in the market value or liquidityfdhe securities we hold maadversely affect our results of operations and fim@al
condition.

As of December 31, 2012 , we held $1.5 billianinvestment securities, substantially all of whare state and municipal debt securi
The majority of this money represents the principlainoney transfers sent by consumers and moneyroidsued by us to consumers in
United States. We regularly monitor our credit riskd attempt to mitigate our exposure by invesimdcighly-rated securities and
diversifying our investments. As of December 31120 the majority of our investment securities leaedit ratings of “AA-"or better from
major credit rating agency. Despite those ratiiitgis, possible that the value of our portfolio magcline in the future due to any numbe
factors, including general market conditions, drésBues, the viability of the issuer of the segutiailure by a fund manager to manage
investment portfolio consistently with the fund gpectus or increases in interest rates. Any suclindein value may adversely affect
results of operations and financial condition.

The trust holding the assets of our pension plandsaets totaling approximately $316.7 million 6Becember 31, 2012The fair value ¢
these assets held in the trust are compared tpldhés projected benefit obligation to determine plension liability of $102.1 millionecorde:
within “Other liabilities” in our Consolidated Balae Sheet as of December 31, 201¥e attempt to mitigate risk through diversificeatj ant
we regularly monitor investment risk on our potiiothrough quarterly investment portfolio reviewsdaperiodic asset and liability studi
Despite these measures, it is possible that theevafl our portfolio may decline in the future deeany number of factors, including gen
market conditions and credit issues. Such decloedd have an impact on the funded status of ounsipa plan and future fundi
requirements.

We have substantial debt obligations that couldtrét our operations.

As of December 31, 2012 , we had approximately $4lidn in consolidated indebtedness, and we may also mdditional indebtedne
in the future.

Our indebtedness could have adverse consequencksling:
» limiting our ability to pay dividends to our stoakbers
* increasing our vulnerability to changing economagulatory and industry conditiol
» limiting our ability to compete and our flexibilityn planning for, or reacting to, changes in ousibass and the indust
« limiting our ability to borrow additional funds; d

e requiring us to dedicate a substantial portionwfeash flow from operations to payments on out,dblereby reducing funds available
working capital, capital expenditures, acquisitiansl other purposes.

There would be adverse tax consequences assouidtedsing certain earnings generated outside thieed States to pay the interest

principal on our indebtedness. Accordingly, thistipm of our cash flow will be unavailable underrmal circumstances to service our ¢
obligations.
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Risks Related to Our Regulatory and Litigation Envronment

As described under Part |, temBusiness our business is subject to a wide range of lamgs ragulations enacted by the United S
federal government, each of the states (includitenbing requirements), many localities and matmgotountries and jurisdictions. Laws
regulations to which we are subject include thedated to: financial services, consumer disclosun@ consumer protection, currency cont
money transfer and payment instrument licensingmeat services, credit and debit cards, electrpaigments, foreign exchange hedc
services and the sale of spot, forward and optioreocy contracts, unclaimed property, the regotatif competition, consumer privacy, ¢
protection and information security. The failure oy, our agents or their subagents to comply withsauch laws or regulations could hawve
adverse effect on our business, financial condiiod results of operations and could seriously dgnuaur reputation and brands, and rest
diminished revenue and profit and increased opeyatbsts.

Our business is subject to a wide range of laws aedulations intended to help detect and preventnag laundering, terrorist financing
fraud and other illicit activity. Failure by us, ouagents or their subagents to comply with those |laawsl regulations or their interpretatio
and increased costs or loss of business associatitd compliance with those laws and regulations ¢dithave an adverseffect on ou
business, financial condition and results of opeiats.

Our services are subject to an increasingly st#tt of legal and regulatory requirements intendedhelp detect and prevent mo
laundering, terrorist financing, fraud, and othBicit activity. The interpretation of those regeiments by judges, regulatory bodies
enforcement agencies is changing, often quickly witt little notice. Economic and trade sanctiomegoams that are administered by
United States Treasury Department's Office of FpreAssets Control prohibit or restrict transactidgasor from or dealings with specifi
countries, their governments, and in certain cirstamces, their nationals, and with individuals @mdities that are specialljesignate
nationals of those countries, narcotics traffickensd terrorists or terrorist organizations. As tddiStates federal and state as well as fo
legislative and regulatory scrutiny and enforcenamion in these areas increase, we expect thatasis of complying with these requirem
will increase, perhaps substantially, or our coampdie will make it more difficult or less desirali® consumers to use our services, w
would have an adverse effect on our revenue andatipg profit. Failure, by Western Union, our agentr their subagents (agents
subagents are third parties, over whom Westernthés limited legal and practical control), to coynpith any of these requirements or tl
interpretation could result in the suspension @ocation of a license or registration required toydle money transfer, payment or fore
exchange services, the limitation, suspension monitetion of services, the seizure of our assetd/a the imposition of civil and crimir
penalties, including fines and restrictions on abifity to offer services.

We are subject to regulations imposed by the Faor€igrrupt Practices Act (the “FCPAIf) the United States and similar laws in o
countries, such as the Bribery Act in the Uniteshddom, which generally prohibit companies and thasting on their behalf from maki
improper payments to foreign government officials the purpose of obtaining or retaining busin&sne of these laws, such as the Bri
Act, also prohibit improper payments between conumaéenterprises. Because our services are offiergdtually every country of the worl
we face significant risks associated with FCPA &amited Kingdom Bribery Act compliance. Any determiion that we have violated thi
laws could have an adverse effect on our busifi@sgicial condition and results of operations.

In addition, our United States business is sulifeotporting, recordkeeping and anténey laundering provisions of the Bank Secrecy
as amended, including by the USA PATRIOT Act of 2@follectively, the “BSA”),and to regulatory oversight and enforcement byuhiec
States Department of the Treasury Financial Crifaeforcement Network (“FINCEN")We have subsidiaries that are subject to bar
regulations, primarily those in Brazil and Austrighese subsidiaries are also subject to regulaégamination and supervision by the M
York Department of Financial Services. Under thgrRent Services Directive (“PSD”) in the Europeandsn(*EU”), which became effecti
in late 2009, and similar legislation enacted copmsed in other jurisdictions, we have and willr@asingly become directly subject
reporting, recordkeeping, and antbney laundering regulations, and agent oversigttraonitoring requirements, which have increased
will continue to increase our costs. These lawddtalso increase competition in some or all of augas of service.

The remittance industry, including Western Unioas lcome under increasing scrutiny from governmegnilators and others in connec
with its ability to prevent its services from beiaused by people seeking to defraud others. Wieldelieve our fraud prevention efforts
effective and comply with applicable law, the ingiw of criminal fraudsters, combined with the puttal susceptibility to fraud by consum
during economically difficult times, make the pratien of consumer fraud a significant and challeggproblem. Our failure to continue
help prevent such frauds and increased costs ddiatihe implementation of enhanced draiid measures, or a change in fraud preventios
or their interpretation or the manner in which tleg enforced could have an adverse effect on esinéss, financial condition and result
operations.
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Our fees, profit margins and/or foreign exchangerspds may be reduced or limited because of regulataitiatives and changes in lav
and regulations or their interpretation and industrpractices and standards that are either industsyde or specifically targeted at o
Company.

The evolving regulatory environment, including ieased fees or taxes, regulatory initiatives, arahghs in laws and regulations or t
interpretation, industry practices and standardsosed by state, federal or foreign governments exectations regarding our complia
efforts, is impacting the manner in which we operatir business and may change the competitive dapdsand adversely affect our finan
results. New and proposed legislation relatingiriarfcial services providers and consumer protedtiorarious jurisdictions around the wc
has and may continue to affect the manner in whielprovide our services, see risk factortfe DoddFrank Act, as well as the regulatic
required by that Act and the actions of the Consufigancial Protection Bureau, could adversely affas and the scope of our activities,
could adversely affect our operations, results pérations and financial conditiori Recently proposed and enacted legislation relat
financial services providers and consumer protaditiovarious jurisdictions around the world andlet federal and state level in the Un
States may subject us to additional regulatory sight, mandate additional consumer disclosuresamedies, including refunds to consurr
or otherwise impact the manner in which we prowde services. If governments implement new lawsegulations that limit our right to ¢
fees and/or foreign exchange spreads, then oundsssifinancial condition and results of operationsld be adversely affected. In addit
changes in regulatory expectations, interpretatiwrngactices could increase the risk of regulatorfporcement actions, fines and penalties.

For example, our business has been affected anarisntly being affected by ageing changes to our compliance procedures retated:
agreement and settlement with the State of Ariz&me risk factor Western Union is the subject of governmental ingatibns and conse
agreements with or enforcement actions by regutatoDue to regulatory initiatives, we have changed @ampliance related practices i
business model along the United States and Mexicddr, including in the southwestern region of théted States. Such changes have
and will likely continue to have an adverse effectour revenue, profit margins, and business ojpeiatelated to our United States to Me:
and United States to Latin America and the Cariblsearidors.

In addition, one state has passed a law imposieg an certain money transfer transactions, anticeother states have proposed sir
legislation. At least two foreign countries haveaeted rules imposing taxes or fees on certain maorasfer transactions, as well. Althor
money transfer services themselves are not geypexaiject to sales tax on money transfer servitesmhiere in the United States, the cut
budget shortfalls in many jurisdictions, combineithveontinued federal inaction on comprehensive ignation reform, may lead other ste
or localities to impose similar taxes or fees. $miircumstances in foreign countries could invamilar consequences. A tax or
exclusively on money transfer services like Westdnion could put us at a competitive disadvantagether means of remittance which
not subject to the same taxes or fees.

Other examples of changes to our financial enviremninclude the possibility of regulatory initiagis that focus on lowering internatio
remittance costs. For example, Pakistan subsidizeain remittances into the country from Pakistambrking abroad. We do not participat
this program, but remittance companies acceptirgsttbsidy are prohibited from charging fees tosteder or receiver. Such initiatives r
have an adverse impact on our business, financraliton and results of operations.

Regulators around the world increasingly look athe@ather's approaches to the regulation of the paysnand other industri
Consequently, a development in any one countrie staregion may influence regulatory approachestler countries, states or regions.
includes the interpretation of the Dodd-Frank Watlleet Reform and Consumer Protection Act (the ‘Bdank Act”). Similarly, new law
and regulations in a country, state or region mvg one service may cause lawmakers there to éxtenregulations to another service. /
result, the risks created by any one new law oulegipn are magnified by the potential they havé¢oreplicated, affecting our busines
another place or involving another service. Comslgrsf widely varying regulations come into existe worldwide, we may have difficu
adjusting our services, fees and other importapméets of our business, with the same effect. Eitfiehese eventualities could materially
adversely affect our business, financial conditiod results of operations.

Our agents' or their subagents' failure to complyitiv federal and state laws and regulations as wa#l laws and regulations outside t
United States could have an adverse effect on ousibess, financial condition and results of operatis.

Any determination that our agents or their subagjéate violated laws and regulations could senodamage our reputation and bral
resulting in diminished revenue and profit and @ased operating costs. In some cases, we couldtbe for the failure of our agents or tt
subagents to comply with laws which also could havadverse effect on our business, financial ¢mmdand results of operations.
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For example, in the EU, Westetiion is responsible for the compliance of our agemd their subagents with the PSD when the
acting on behalf of one of our payments institutgaribsidiaries. The majority of our EU business @naged through our PSD subsidia
Thus, the risk of adverse regulatory action agaiestern Union because of actions by its agentisedr subagents and the costs to monito
agents or their subagents in those areas has ssete@ihe Consumer Financial Protection Bureau“@#é°B") created by the DodHrank Ac
is expected to issue amendments to the final régok&implementing the remittance provisions of Bredd+Frank Act, which may be effecti
by mid-2013. The Dodd-Frank Act will impose respbilisy on us for any related compliance failurésoor agents and their subagents.

The changes associated with the PSD, the Drddk Act and similar legislation enacted or preggb other countries have resulted
will likely continue to result in increased costsdomply with the new requirements, or in the ewsator our agents are unable to comr
could have an adverse impact on our business,dialarondition and results of operations. Additiboauntries may adopt similar legislation.

Regulatory initiatives and changes in laws, regutats and industry practices and standards affecting, our agents or their subaget
could require changes in our business model andrie&se our costs of operations, which could adveysaffect our operations, results
operations and financial condition.

Our agents are subject to a variety of regulateguirements, which differ from jurisdiction to jediction and are subject to change
material change in the regulatory requirements dffering money transfer services, including withspect to antmoney launderin
requirements, fraud prevention, customer due dilige agent registration, or increased requirententsonitor our agents or their subagen
a jurisdiction important to our business could meameased costs and/or operational demands oagmnts and their subagents, which c
result in their attrition, a decrease in the nundfdocations at which money transfer servicesadfered, an increase in the commissions pé
agents and their subagents to compensate foritimegased costs, and other negative consequenmesx&mple, changes to our compliance
related practices as a result of our agreemensettiément with the State of Arizona and changesitdousiness model, primarily related to
Vigo and Orlandi Valuta brands, have resulted i libss of over 7,000 agent locations in Mexico. Tégulatory status of our agents cc
affect their ability to offer our services. For exale, we and our agents are considered Money SeBusinesses, or “MSBsihder the BS/
An increasing number of banks view MSBs, as a classhigher risk customers for purposes of theti-money laundering progran
Furthermore, some of our agents and our businds®ses had difficulty establishing or maintaining kig relationships due to the bar
policies. If a significant number of our agentsosinesses are unable to maintain existing or kstftatiew banking relationships, they may
be able to continue to offer our services.

The types of enterprises that are legally authdripeact as our agents vary significantly from epantry to another. Changes in the |
affecting the kinds of entities that are permittedct as money transfer agents (such as changeguirements for capitalization or owners
could adversely affect our ability to distributer@ervices and the cost of providing such servibeth by us and our agents. For examg
requirement that a money transfer provider be & lbarother highly regulated financial entity coudtrease significantly the cost of provid
our services in many countries where that requirgrdees not exist today or could prevent us frofarafg our services in an affected cour
Further, any changes in law that would requirecuprbvide directly the money transfer servicesdosumers as opposed to through an ¢
network (which would effectively change our busmenodel) or that would prohibit or impede the ufesabagents could significan
adversely impact our ability to provide our sergicand/or the cost of our services, in the releyamsdiction. Changes mandated by I
which make Western Union responsible for acts ©figents while they are providing the Western Ummmey transfer service increase
risk of regulatory liability and our costs to manmibur agents' performance.

Although most of our Orlandi Valuta and Vigo braddagents are not exclusive, most of our Westerrotuiranded agents offer «
services on an exclusive basis - that is, they leyweed by contract not to provide any Mestern Union branded money transfer serv
While we expect to continue signing agents undetuskve arrangements and believe that these agreésrage valid and enforceable, chat
in laws regulating competition or in the interpt&ta of those laws could undermine our ability tdagce them in the future. Recently, sev
countries in Eastern Europe, the Commonwealth dépendent States, Africa and South Asia, includirdja, have promulgated laws
regulations, or authorities in these countries hasaed orders, which effectively prohibit paymeatvice providers, such as money trar
companies, from agreeing to exclusive arrangemeaitits agents in those countries. Certain institigionongovernmental organizations ¢
others are actively advocating against exclusivangements in money transfer agent agreements. catlve for laws prohibiting or limitir
exclusive agreements continue to push for enactwfesimilar laws in other jurisdictions. In additido legal challenges, certain of our ag
and their subagents
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have refused to enter into exclusive arrangemedee. risk factor “If we are unable to maintain our agent, subagentgtmbal busines
payments networkunder terms consistent with those currently in plaar if our agents or their subageritdl to comply with Western Uni
business and technology standards and contractireuents, our business, financial condition aedults of operations would be adver:
affected’ above.

Upon implementation of the Foreign Account Tax Ctamze provisions of the Hiring Incentives to Rest&mployment Act (“FATCA),
which is intended to address tax compliance issakged to U.S. taxpayers holding nduS. accounts, certain of our licensed finar
institutions and other entities outside the UniBdtes will be required to report to the IRS, diseor through foreign government agent
cooperating with the IRS, information about finaicdransactions made by U.S. taxpayers and couldefaired to impose withholdir
documentation and reporting requirements on sweis#ctions. Full implementation of FATCA will begsted in over a mulgrear period. Th
additional administrative requirements of FATCA Iwlikely result in increased compliance costs andld have an adverse effect on
business, financial condition, or results of opieres.

Western Union is the subject of governmental inugations and consent agreements with or enforcemadtions by regulators.

On February 11, 2010, we signed an agreement dtheinsent (filed as Exhibit 10.1 to the Company'st€nt Report on Form B-filed on
February 16, 2010), which resolved all outstandegal 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 agilement also required us to make payments t&tate of Arizona for its costs associt
with this matter. In addition, as part of the agneat and settlement, we have made and expect te o@atain 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 resigreplacement monitor has been identified arglilgect to court appointment. The cosi
the investments in our programs and for the momitosuant to the agreement and settlement werecteg& be $23 milliomver the perio
from signing through 2013; however, actual costaiired have exceeded this amount. In additionhénfourth quarter of 2012, our Busin
Solutions business was included in the scope ofrtheitor's review. Including the costs requiredguamnt to the agreement and settlemen
Company has spent over $40 million since 2010 srtd@mpliance programs along the United States aexidd border. We are consider
entering into an extension of the term of the age® and settlement or another arrangement witlStage of Arizona, either of which wot
require the approval of the State of Arizona andiddave further adverse effects on our busines$ding additional costs. The monitor
made a number of recommendations related to oupkante programs. While the Company has devotedf&gignt time and resources to th
efforts, it is expected that not every recommerutatif the monitor will be fully implemented withthe required timeframe ending on July
2013. If the Company is not able to negotiate ateresion of the agreement and settlement or othrangement and the State of Ariz
determines that the Company has committed a willfid material breach, the State of Arizona hasatdd that it will pursue remedies ur
the agreement and settlement, which could incladiiing civil or criminal actions. The pursuit llge State of Arizona of remedies undel
agreement and settlement could have a materiatseledfect on our business, financial conditiomesults of operations.

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

e revisions to agent agreements to increase outyatilioversee the compliance of our agents and sbiagent:

» reduced thresholds at which our consumers arenegjto provide identification for transactions framrtain states along the Uni
States southwest border; and

» enhancement of our information systems includingrating customer information for our Orlandi Valiad Vigo brands onto ¢
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 simiflaanges that we may elect or be reqt
to make in other corridors or for our other sergjceould have a material adverse effect on ournlessi financial condition or results
operations.
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Over the past several years, we have entered antsent agreements with federal and state authgritieluding FINCEN, the New Yo
Department of Financial Services, the Californigp@#ment of Financial Institutions and the Arizabapartment 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 tanes our compliance with recordkeeping, reportimgining and agent oversic
requirements under applicable state and federal law

The consent agreements with the New York DepartroERinancial Services and the California DeparttredrFinancial Institutions we
lifted during 2008. However, the financial servigedustry and businesses like ours continue tormkeusignificant 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 dqeraif 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 fraudptaimts that the Company has rece
and the Company's procedures to help identify ardgnt fraudulent transfers. Due to the stage @finkiestigation, 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 ("USAQO") seeking doments relating to Shen Zhou International (“US rSEaou”), 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 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 amtiney laundering compliance policies and procedurke government's investigation is ongoing
the Company may receive additional requests fariétion as part of the investigation. The Compeogtinues to cooperate fully with 1
government. The Company is unable to predict theosne of the government's investigation, or thesjtbs loss or range of loss, if any, wt
could be associated with the resolution of any iptesriminal charges or civil claims that may b®imght against the Company. Should
charges or claims be brought, the Company coulel $agnificant fines, damage awards or regulatonsequences which could have a mat
adverse effect on the Company's business, finaoeradition and results of operations.

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 it
ordinary course of our business. However, it issfis that, during the course of any investigatiomeview by such governmental authori
allegations of misconduct or wrongdoing could arisgarding Western Union, its employees, or agemtich could lead to investigations
enforcement actions against us.

The DoddFrank Act, as well as the regulations required hyat Act and the actions of the Consumer Financiatd®ection Bureau, coul
adversely affect us and the scope of our activiti@sd could adversely affect our operations, resulif operations and financial condition.

The DoddFrank Act, which became law in the United Stateslaly 21, 2010, calls for significant structuralaiens and new substant
regulation across the financial services indusitnyaddition, the Doddrrank Act created the CFPB, whose purpose is teeissxd enforc
consumer protection initiatives governing finangabducts and services, including money transferiees. The CFPB will create additio
regulatory oversight for us. The Doédank Act and actions by the CFPB could have aifsignt impact on us by, for example, requiringta
limit or change our business practices, limiting ahility to pursue business opportunities, reagjniis to invest valuable management time
resources in compliance efforts, imposing additiacsts on us, requiring us to meet more stringepital, liquidity and leverage ra
requirements, impacting the value of our assetsydey our ability to respond to marketplace changequiring us to alter our products
services in a manner that would make our prodess &ttractive to consumers and impair our atiitgffer them profitably, or requiring us
make other changes that could adversely affecbosiness.
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The CFPB's regulations implementing the remittgmoisions of the Dodd-Frank Act, which we antidgpanay become effective in mid-
2013, will impact our business in a variety of areBhese include: a requirement to provide conssiisending funds internationally from
United States enhanced pre-transaction disclosim&sgding the disclosure of thirparty fees and taxes, an obligation to resolveouarirror:
including certain errors that may be outside ourtia, and an obligation to cancel transactions tizve not been completed at a consut
request. In addition, these regulations will impossgponsibility on us for any related compliandiufas of our agents. These requirements
other potential changes under CFPB regulationsdcadVersely affect our operations and financialltssand change the way we operate
business.

We may also be subject to examination by the CRisch has initiated a rulemaking process to defiaeger participants of a market
other consumer financial products or servic&ompanies that are included in a final rule will sagbject to direct supervision by the CF
which may involve providing reports to the CFPB drang examined by the CFPB. The scope, frequesmy,details of these reports .
examinations are still being developed by the CHRBdition, the CFPB has broad authority to erdaronsumer financial laws. In July 2C
many consumer financial protection functions foripassigned to the federal banking agency and @bencies were transferred to the CF
The CFPB has a large staff and budget, which issabject to Congressional appropriation, and haadauthority with respect to our mo
transfer service and related business. It is aitbadrto collect fines and provide consumer restituin the event of violations, engage
consumer financial education, track consumer comfgslarequest data and promote the availabilityfio&ncial services to undersen
consumers and communities. In addition, the CFPB atopt other regulations governing consumer fif@rservices, including regulatic
defining unfair, deceptive, or abusive acts or ficas, and new model disclosures. The CFPB's atihtor change regulations adopted in
past by other regulators, or to rescind or ignaast pegulatory guidance, could increase our compdiacosts and litigation exposure.
litigation exposure may also be increased by thEE§ authority to limit or ban pre-dispute arbiatclauses.

Furthermore, rules adopted under the Dédank Act by other governmental agencies will kslubject certain of our future corpor
interest rate and foreign exchange hedging traiosecto centralized clearing, margin, and otheunements. Also, our Business Soluti
business in the United States will be subjecteth¢oeased regulatory oversight and reporting regoénts relating to the foreign excha
derivative products offered to certain of its cusérs. Our implementation of these requirementsdconpact our business relationships \
banking and other financial institution partnersowbifer our Business Solutions services. In addjtithe DoddFrank Act establishes
Financial Stability Oversight Counsel that is authed to designate as “systemically important” di@mk financial companies and payn
systems, which will become subject to new regutatimd regulatory supervision. If we were designatsd‘systemically important,the
additional regulatory and supervisory requiremeotsdd result in costly new compliance burdens toald negatively impact our business.

The effect of the Dodd-Frank Act and the CFPB onhusiness and operations will be significant, émtfpecause some of the DoHchnl
Act's implementing regulations have not been issretithe function and scope of the CFPB, the r@astf our competitors and the respo
of consumers and other marketplace participantsiaecertain. In addition, the application of the dderank Act's implementing regulations
our business may differ from the application taaierof our competitors, including banks.

Western Union has been the subject of class-actitigation, and remains the subject of other litigian.

Western Union has been the subject of ckag®n litigation in the United States, allegingtlits foreign exchange rate disclosures fail¢
adequately inform consumers about the revenueWestern Union and its agents derive from intermaticemittances. These suits were
settled in or before 2004, without an admissioffiadfility, and we have made changes in our adviagiand consumer forms. Future litigal
may require that we modify our disclosures or oracpices further. These modifications could be lgast implement, restrict our ability
advertise or promote our services, limit the amairtur foreign exchange income and/or change onsamers' behavior.

In addition, as a company that provides globalrfaial services primarily to consumers, we couldbigject to future clasaetion lawsuits

other litigation or regulatory action alleging \atibns of consumer protection or other laws. We ale subject to claims asserted by consu
based on individual transactions.

39




Table of Contents

The Company and one of its subsidiaries are defeéada two purported class action lawsuits: Jame$dpnille v. The Western Uni
Company and Robert P. Smet v. The Western Uniong2ogn both of which are pending in the United Stdéstrict Court for the District «
Colorado. The original complaints asserted claims iolation of various consumer protection lawsjust enrichment, conversion ¢
declaratory relief, based on allegations that tben@any waits too long to inform consumers if thawney transfers are not redeemed by
recipients and that we use the unredeemed fungksrterate income until the funds are escheate@t® gobvernments. During the fourth que
of 2012, the parties executed a settlement agreenwlich the Court preliminarily approved on Jaryudr 2013. The settlement agreem
which is subject to the Court's final approval, Vebresult in a substantial amount of the settlenpnteeds to be paid from the Compa
existing related unclaimed property liabilities.rfeore information, see Part I, temRBpancial Statements and Supplementary Datmte 6
“Commitments and Contingencies.”

Additional civil actions or any criminal actionsudd adversely affect our business, financial canditind results of operations.

Current and proposed regulation addressing consurpeivacy and data use and security could increase oosts of operations, which cot
adversely affect our operations, results of opeoaits and financial condition.

We are subject to requirements relating to privaiegt data use and security under federal, statéomeigin laws. For example, the Uni
States Federal Trade Commission has againg program of investigating the privacy pradiogé companies and has commenced enforce
actions against many, resulting in multi-million lldo settlements and mulfiear agreements governing the settling companiegaqy
practices. Furthermore, certain industry groupslirequs to adhere to privacy requirements in aoiito federal, state and foreign laws,
certain of our business relationships depend uponcompliance with these requirements. As the nunalbeountries enacting privacy ¢
related laws increases and the scope of thesedadienforcement efforts expand, we will increasirfiidcome subject to new and vary
requirements. Failure to comply with existing otuie privacy and data use and security laws, réiguls, and requirements to which we
subject or could become subject, including by reasbinadvertent disclosure of confidential infoioa, could result in fines, sanctio
penalties or other adverse consequences and lossnetimer confidence, which could materially adsigraffect our results of operatio
overall business and reputation.

In addition, in connection with regulatory requiremts to assist in the prevention of money laundeaind terrorist financing and pursu
to legal obligations and authorizations, we malermation available to certain United States fefjestate and local, as well as certain for:
government agencies when required or permittechlay In recent years, these agencies have increéasedequests for such information fr
us and other companies (both financial serviceigerg and others), particularly in connection véfforts to prevent terrorist financing. Dur
the same period, there has also been increaseit pitfieintion regarding the corporate use and discof personal information, accompa
by legislation and regulations intended to streaegtbata protection, information security and corsuprivacy. These regulatory goalshe
prevention of money laundering, terrorist financam identity theft and the protection of the indual's right to privacy may conflict, an
the law in these areas is not consistent or setflédle we believe that we are compliant with oegulatory responsibilities, the legal, politi
and business environments in these areas areyagidhging, and subsequent legislation, regulatiigation, court rulings or other eve
could expose us to increased program costs, balailid reputational damage.

We are subject to unclaimed property laws, and elifnces between the amounts we have accrued fofaimed property and amounts th
are claimed by a state or foreign jurisdiction calihave a significant impact on our results of opéias and cash flows.

We are subject to unclaimed property laws in théddnStates and abroad which require us to turm twveertain government authorit
the property of others held by us that has beefftaimed for a specified period of time, such as ithpaoney transfers. We have an ongi
program to comply with those laws. In addition, are subject to audits with regard to our escheatmettices. Any difference between
amounts we have accrued for unclaimed propertyaamgunts that are claimed by a state or foreigisdistion could have a significant imp
on our results of operations and cash flows. Saeldimed Property Regulations” for further discossi
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Our consolidated balance sheet may not contain 8tiént amounts or types aegulatory capital to meet the changing requiremsnif oul
various regulators worldwide, which could adverselifect our business, financial condition and regslof operations.

Our regulators expect us to possess sufficiennir soundness and strength to adequately suppontegulated subsidiaries. We h
substantial indebtedness as of December 31, 20i#%ich could make it more difficult to meet thesguirements if such requirements
increased. In addition, although we are not a Hasiling company for purposes of United States lawhe law of any other jurisdiction, a
global provider of payments services and in lightn@ changing regulatory environment in varioussgictions, we could become subjec
new capital requirements introduced or imposeduryregulators that could require us to issue stearihat would qualify as Tier 1 regulat
capital under the Basel Committee accords or redainings over a period of time. Also, our regulapecify the amount and compositiol
settlement assets that certain of our subsidiamest hold in order to satisfy our outstanding settént obligations. These regulators c
further restrict the type of instruments that dfyadis settlement assets or these regulators cegldgire our regulated subsidiaries to mair
higher levels of settlement assets. For examplehawe seen increased scrutiny from government aéggl regarding the sufficiency of
capitalization and the appropriateness of our itneents held in order to comply with state and offeEmsing requirements. Any change
increase in these regulatory requirements coul@ laawmaterial adverse effect on our business, finhoondition and results of operations.

Risks Relating to the Spin-Off

We were incorporated in Delaware as a wholyaed subsidiary of First Data on February 17, 2@6 September 29, 2006, First C
distributed 100% of its money transfer and consupagments businesses and its interest in a Welhaion money transfer agent, as wel
related assets, including real estate, throughxérée distribution to First Data shareholders (fSpff”) through this previously own
subsidiary.

If the Spir-off does not qualify as a tax-free transaction,rst Data and itsstockholders could be subject to material amountsaxes and, i
certain circumstances, we could be required to indg@fy First Data for material taxegpursuant to indemnification obligations under thex
allocation agreement.

First Data received a private letter ruling frone RS to the effect that the Spirfi (including certain related transactions) quasfas
taxfree transaction to First Data, us and First Davakholders for United States federal income tawppses under sections 355, 368
related provisions of the Internal Revenue Codsyming, among other things, the accuracy of theesgmtations made by First Data to
IRS in the private letter ruling request. If thetiaal assumptions or representations made in ikatprletter ruling request were determine
be untrue or incomplete, then First Data and ouesalvould not be able to rely on the ruling.

The Spineff was conditioned upon First Data's receipt ofogimion of Sidley Austin LLP, counsel to First Rato the effect that, wi
respect to requirements on which the IRS did nig, rilhose requirements would be satisfied. Theiopiwas based on, among other thi
certain assumptions and representations as toalactatters made by First Data and us which, if uetor incomplete, would jeopardize
conclusions reached by counsel in its opinion. @pi@ion is not binding on the IRS or the courts] #me IRS or the courts may not agree
the opinion.

If, notwithstanding receipt of the private letteting and opinion of tax counsel, the Spifi-were determined to be a taxable transac
each holder of First Data common stock who receshetes of our common stock in connection withSpa-off would generally be treated
receiving a taxable distribution in an amount eqaahe fair value of our common stock receivedstHData would recognize taxable gain e
to the excess of the fair value of the considenatazeived by First Data in the contribution ovestData's tax basis in the assets contribut
us in the contribution. If First Data were unaldepy any taxes for which it is responsible untlertax allocation agreement, the IRS m
seek to collect such taxes from Western Union.

Even if the Spin-off otherwise qualified as a tagef distribution under section 355 of the IntefRalenue Code, the Spaff may result il
significant United States federal income tax ligiei$ to First Data if 50% or more of First Datateck or our stock (in each case, by vol
value) is treated as having been acquired, direstiyndirectly, by one or more persons as part pfam (or series of related transactions)
includes the Spiff. For purposes of this test, any acquisitionsany understanding, arrangement or substantiabtiaipns regarding ¢
acquisition, within two years before or after th@rSoff are subject to special scrutiny.

41




Table of Contents

With respect to taxes and other liabilities thatlddbe imposed as a result of a final determinati@ is inconsistent with the anticipa
tax consequences of the Spin-off (as set fortthéengrivate letter ruling and relevant tax opini¢tgpin-off Related Taxes”)we, one of ot
affiliates or any person that, after the Spin-affan affiliate thereof, will be liable to First 2afor any such Spioff Related Taxes attributal
solely to actions taken by or with respect to nsaddition, we will also be liable for 50% of angis-off Related Taxes (i) that would not hi
been imposed but for the existence of both an mdiijous and an action by First Data or (ii) where and First Data each take actions
standing alone, would have resulted in the impmsitof such Spireff Related Taxes. We may be similarly liable if weeach certa
representations or covenants set forth in the laxation agreement. If we are required to indemfiirst Data for taxes incurred as a resu
the Spineff being taxable to First Data, it likely wouldyean adverse effect on our business, financiadition, results of operations and ¢
flows.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES

Properties and Facilities

As of December 31, 2012, we have offices in ne@@ycountries, which includes five owned faciliteesd approximately 25 United Ste
and 400 international leased properties. Our owaeitlties include our corporate headquarters ledah Englewood, Colorado.

Our owned and leased facilities are used for ojmral; sales and administrative purposes in suppbur Consumer-t@&onsume
Consumer-tdBusiness, and Business Solutions segments andl anarr@ntly being utilized. In certain locationsyr offices include custom
service centers, where our employees answer opesahtquestions from agents and customers. OureofficDublin, Ireland serves as
international headquarters.

We believe that our facilities are suitable andgadee for our current business; however, we per@lyi review our facility requiremer
and may acquire new facilities and update existaugjities to meet the needs of our business osalitate and dispose of or sublet facili
which are no longer required.

ITEM 3. LEGAL PROCEEDINGS

On March 20, 2012, the Company was served withdaréd grand jury subpoena issued by the UnitedeStAttorney's Office for tt
Central District of California ("USAQO") seeking doments relating to Shen Zhou International (“US rSEdaou”), 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 amtiney laundering compliance policies and procedurke government's investigation is ongoing
the Company may receive additional requests fariétion as part of the investigation. The Compeostinues to cooperate fully with 1
government. The Company is unable to predict theosne of the government's investigation, or thesjtbs loss or range of loss, if any, wt
could be associated with the resolution of any iptessriminal charges or civil claims that may b®umght against the Company. Should ¢
charges or claims be brought, the Company coule $agnificant fines, damage awards or regulatonsequences which could have a mat
adverse effect on the Company's business, finaceoradition and results of operations.

In the fourth quarter of 2011 and in the third demaiof 2012, Western Union received Civil Investiga Demands from certain st
attorneys general who have initiated an investigainto whether the Company took adequate stepsglfmprevent 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 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 cowdalssociated 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 changesritoasiness practices, that could have a matediadrae effect on our business, finar
condition, and results of operations.
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The Company is a party to a variety of legal prodegs that arise in the normal course of our bissin&Vhile the results of these le
proceedings cannot be predicted with certainty, agament believes that the final outcome of thesegadings will not have a mate
adverse effect on the Company's results of operatio financial condition.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock trades on the New York Stock Emgbaunder the symbol “WU.There were 4,447 stockholders of record ¢
February 15, 2013. This figure does not includeestimate of the indeterminate number of benefic@ters whose shares may be hel
record by brokerage firms and clearing agencies. fbhowing table presents the high and low prioéshe common stock on the New Y
Stock Exchange as well as dividends declared maegfuring the calendar quarter indicated.

Common Stock Dividends
Market Price Declared
High Low per Share
2012
First Quarter $ 198 % 16.9¢ $ 0.1C
Second Quarter 18.6¢ 15.7¢ 0.1C
Third Quarter 19.1¢ 16.32 0.1C
Fourth Quarter 18.6( 11.9:¢ 0.12¢
2011
First Quarter $ 220 % 18.3¢ $ 0.07
Second Quarter 21.8¢ 19.2: 0.0¢
Third Quarter 20.5¢ 15.0( 0.0¢
Fourth Quarter 18.4¢ 14.5¢ 0.0¢

The following table sets forth stock repurchasesfch of the three months of the quarter ende@mber 31, 2012 :

Remaining Dollar

Total Number of Shares Value of Shares that
Purchased as Part of May Yet Be Purchased
Total Number of Average Price Publicly Announced Under the Plans or
Shares Purchased* Paid per Share Plans or Programs** Programs (In millions)
October 1 - 31 2,136,37. $ 17.2( 2,121,000 $ 707.¢
November 1 - 30 14,711,28 12.5¢ 14,706,46 % 522.¢
December 1 - 31 9,937,16! 13.0¢ 9,897,360 $ 393.¢
Total 26,784,82 % 13.12 26,724,83

*  These amounts represent both shares authorizeldeb@dard of Directors for repurchase under a plyponounced plan, as descrit
below, as well as shares withheld from employeaoter tax withholding obligations on restrictedcit units that have vested.

** On October 30, 2012, the Board of Directors augeati$550 million of common stock repurchases thinoDgcember 31, 2013, of whi
$393.6 million remains available as of December2®1,2. Management has historically and may conttouestablish prearranged writ
plans pursuant to Rule 10b5-1. A Rule 1abptan permits us to repurchase shares at times wieemay otherwise be unable to do
provided the plan is adopted when we are not asfaneaterial non-public information.

Refer to Part Il, Item &inancial Statements and Supplementary Datate 16, “Stock Compensation Plarisi’ information related to o
equity compensation plans.
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Dividend Policy

During 2012, the Board of Directors declared quyrteash dividends of $0.125 per common share gdayab December 31, 2012, ¢
$0.10 per common share payable on October 8, 20t 29, 2012 and March 30, 2012. During 2011Bthead of Directors declared quarte
cash dividends of $0.08 per common share payablBemember 30, 2011, October 7, 2011 and June 3, 20hd $0.07 per common sk
payable on March 31, 2011. The declaration and amoiufuture dividends will be determined by theaBa of Directors and will depend
our financial condition, earnings, capital requients, regulatory constraints, industry practice amg other factors that the Board of Direc
believes are relevant. As a holding company withhmraderial assets other than the capital stock osabsidiaries, our ability to pay divider
in future periods will be dependent on our recegvitividends from our operating subsidiaries. Sdvefraur operating subsidiaries are suk
to financial services regulations and their abildypay dividends may be restricted.

On February 21, 2013, the Board of Directors dedar quarterly cash dividend of $0.125 per shayalga on March 29, 2013.
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ITEM 6. SELECTED FINANCIAL DATA

The financial information in this Annual Report ¢iorm 10K is presented on a consolidated basis and incltldesaccounts of tl
Company and our majoritpwned subsidiaries. Our selected historical finaindiata are not necessarily indicative of our fatfinancia
condition, future results of operations or futuastec flows.

You should read the information set forth belowcamjunction with our historical consolidated finsicstatements and the notes to tl
statements included elsewhere in this Annual Regoform 10-K.

Year Ended December 31,

(in millions, except per share data) 2012 2011 2010 2009 2008
Statements of Income Data:
Revenues (a) $ 56648 $ 5491 $ 51920 $ 5,083¢ $ 5,282.(
Operating expenses (b) (c) 4,334.¢ 4,106.¢ 3,892.¢ 3,800.¢ 3,927.(
Operating income (a) (b) (c) 1,330.( 1,385.( 1,300.: 1,282.° 1,355.(
Interest income (d) 52 5.2 2.8 9.4 45.Z
Interest expense (e) (179.¢ (181.9 (169.9 (157.9) (171.9
Other income/(expense), net, excluding interesirime and interest
expense (f) 12.€ 66.3 12.2 (2.7) 9.7
Income before income taxes (a) (b) (c) (d) (e) (f) 1,168.¢ 1,274.¢ 1,145.: 1,131t 1,238.°
Net income (a) (b) (c) (d) (e) () (9) 1,025.¢ 1,165.¢ 909.¢ 848.¢ 919.(
Depreciation and amortization 246.1 192.¢ 175.¢ 154.% 144.(
Cash Flow Data:
Net cash provided by operating activities (h) 1,185.: 1,174.¢ 994.¢ 1,218.: 1,253.¢
Capital expenditures (i) (268.2) (162.5) (113.9) (98.9) (153.9)
Common stock repurchased (j) (766.5) (803.9 (581.9 (400.2) (1,314.9
Earnings Per Share Data:
Basic (a) (b) (c) (d) (e) () (9) () $ 1.7C ¢ 18t % 137 % 121 $ 1.2¢
Diluted (a) (b) (c) (d) (e) (f) (9) () $ 16 $ 184 $ 13€ $ 121 $ 1.24
Cash dividends to stockholders per common share (k) $ 0428 % 031 $ 0.2t $ 0.0e $ 0.04
Key Indicators (unaudited):
Consumer-to-Consumer transactions (1) 230.9¢ 225.7¢ 213.7¢ 196.1: 188.1:
As of December 31,
(in millions) 2012 2011 2010 2009 2008
Balance Sheet Data:
Settlement assets $ 3,114¢ $ 3,091 $ 2,635: $ 2,389.. $ 1,207
Total assets 9,465. 9,069.¢ 7,929.: 7,353. 5,578.:
Settlement obligations 3,114.¢ 3,091.: 2,635.: 2,389.: 1,207.!
Total borrowings 4,029.: 3,583.: 3,289.¢ 3,048.! 3,143.!
Total liabilities 8,5625.; 8,175.: 7,346.% 6,999.¢ 5,586.
Total stockholders' equity/(deficiency) 940.¢ 894.¢ 582.7 353.t (8.2)
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(@) Revenue for the years ended December 31, 2012Gidi8cluded $238.5 million and $35.2 million, restively, of revenue related
Travelex Global Business Payments (“TGBR&hich was acquired in November 2011. Revenue feryibars ended December
2010 and 2009 included $111.0 million and $30.8iom) respectively, of revenue related to the Cuomstéouse Ltd. (“Custom Housg”
acquisition in September 2009. TGBP and Custom elbase subsequently been rebranded to “WestermUBiginess Solutions.”

(b)  Operating expenses for the years ended Decemb@(031, and 2010 included $46.8 million and $59.59ioml of restructuring an
related expenses, respectively, associated withs@urcturing plan designed to reduce overall heatcand migrate positions frc
various facilities, primarily within the United $és and Europe, to regional operating centers. &ipgrexpenses for the year en
December 31, 2008 included $82.9 million of regtiting and related expenses associated with theidoof our facilities in Missou
and Texas and other reorganization plans. No r&sting and related expenses were incurred du@ig »r 2009.

(c) Operating expenses for the year ended Decembe2®19 included an accrual of $71.0 million resultitigm an agreement a
settlement, which resolved all outstanding legaiés and claims with the State of Arizona and requils to fund a multi-state not-for-
profit organization promoting safety and securitgng the United States and Mexico border, in wh@difornia, Texas and Ne
Mexico have participated with Arizona. The settleinggreement was signed on February 11, 2010.

(d) Interest income consists of interest earned on batnces not required to satisfy settlement otitiga and in connection with loa
previously made to certain existing agents.

(e) Interest expense primarily relates to our outstagdborrowings.

) In 2011, we recognized gains of $20.5 million a28.¢ million, in connection with the remeasuremainbur former equity interests
Finint, S.r.l. and Angelo Costa, S.r.l., respedtivao fair value. These equity interests were rasuged in conjunction with o
purchases of the remaining interests in theseientihat we previously did not hold. Additionaliy, 2011, we recognized a $2!
million net gain on foreign currency forward comtis entered into in order to reduce the economitabiity related to the cas
amounts used to fund acquisitions of businessels purchase prices denominated in foreign currengémarily for the TGBF
acquisition. In 2009, given the increased uncetyaiat that time, surrounding the numerous tlmedty legal claims associated with
receivable from the Reserve International Liquiditynd, Ltd., we reserved $12.0 million representimgestimated impact of a prata
distribution. In 2010, we recorded a recovery @ teserve of $6.3 million due to the final settehof this receivable.

() In December 2011, we reached an agreement witbiited States Internal Revenue Service (“IRS Agred) resolving substantiall
all of the issues related to the restructuring wf international operations in 2003. As a resulthaf IRS Agreement, we recognize
tax benefit of $204.7 million related to the adinsnht of reserves associated with this matter.

(h)  Net cash provided by operating activities was ingacuring the year ended December 2012 by tax paggrof $92.4 million made
a result of the IRS Agreement. Net cash provideosrating activities decreased during the yeae@mdkecember 31, 2010, primai
due to a $250 million tax deposit made relatintited States federal tax liabilities, including#e arising from our 2003 internatio
restructuring, which were previously accrued in oansolidated financial statements. Also impactie cash provided by operati
activities during the year ended December 31, 2086 cash payments of $71.0 million related toageement and settlement w
the State of Arizona and other states.

0] Capital expenditures include capitalization of caat costs, capitalization of purchased and dewslogoftware and purchases
property and equipment.

@) On October 30, 2012, the Board of Directors autteati$550 million of common stock repurchases thinobDgcember 31, 2013,
which $393.6 million remains available as of DecemBl1, 2012. During the years ended December 312,22011, 2010, 2009 a
2008, we repurchased 51.0 million, 40.3 million,&3fillion, 24.8 million and 58.1 million sharegspectively.

(k) During 2012, the Board of Directors declared qurteash dividends of $0.125 per common share énftturth quarter and $0.10 ¢
common share in each of the first three quartetsiny 2011, the Board of Directors declared qurteash dividends of $0.08
common share in each of the last three quartersb@ri¥ per common share in the first quarter. 2010, the Board of Directc
declared quarterly cash dividends of $0.07 per comshare in the fourth quarter and $0.06 per comshane in each of the first tht
quarters. During the fourth quarter of 2009, theuf8icof Directors declared an annual cash dividdrieBDd6 per common share. Duri
the fourth quarter of 2008, the Board of Directdeslared an annual cash dividend of $0.04 per camshare.

0] Consumer-to-Consumer transactions include Westeior,) Vigo and Orlandi Valuta branded ConsumeGtmsumer money transt
services worldwide.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

You should read the following discussion in confiomc with the consolidatedinancial statements and the notes to those statts
included elsewhere in this Annual Report on ForrK10rhis Annual Report on Form 10-K contains certatatements that are forward-
looking within the meaning of the Private Secusitigtigation Reform Act of 1995. Certain statemetctstained in theManagement
Discussion and Analysis of Financial Condition &Results oOperations are forwardeoking statements that involve risks and uncetiag
The forward-looking statements are not historiaadt$, but rather are based on curresipectations, estimates, assumptions and projes
about our industry, business and future financieults. Our actual results could differ materiafhpm theresults contemplated by th
forward-looking statements due to a number of factorduiting those discussed in other sections of thisuahReport on Form 18- Se:
“Risk Factors” and “Forward-looking Statements.”

Overview

We are a leading provider of money movement andngay services, operating in three business segments

e Consumer-to-Consumer The Consumer-t@&onsumer operating segment facilitates money teassbetween two consume
primarily through a network of third-party agen@ur multi-currency, reafime 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-bptthnsfers - 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 initiateoligh our websites and account based money transfe

e Consumer-to-Business The Consumer-tBusiness operating segment facilitates bill paysmédrdm consumers to businesses
other organizations, including utilities, auto fite@ companies, mortgage servicers, financial serpioviders, government agent
and other businesses. This segment consists oédJBitates bill payments, Pago Facil (bill paymémtargentina), and internatior
bill payments. The significant majority of the segmtis revenue was generated in the United Staté@sgdall periods presented.

e Business Solution- The Business Solutions operating segment fatgt payment and foreign exchange solutions, pilynenoss-
border, crosgurrency transactions, for small and medium sizerpnises and other organizations and individuBtti& majority of th
segment's business relates to exchanges of curanitye spot rate which enables customers to med&scurrency payments.
addition, in certain countries, we write foreignrreuncy forward and option contracts for customerdacilitate future paymen
Travelex Global Business Payments (“TGBP”), whidmsvacquired in November 2011, is included in thgnsent.

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 awmitssy in addition to costs for the investigatiordalosing of acquisitions and represe
2% of consolidated revenue during the years endszbiber 31, 2012 , 2011 and 2010 .

Our previously reported segments were Consumeéetosumer, Global Business Payments, and Other.chaeges in our segmi
structure primarily relate to the separation of @lebal Business Payments segment into two newrtagle segments, ConsumerBaosines
and Business Solutions. All prior segment inforimatihas been reclassified to reflect these new seigme

Significant Financial and Other Highlights
Significant financial and other highlights for thear ended December 31, 2012 included:

* We generated $5,664.8 million in total consdkdarevenues compared to $5,491.4 million in therprear, representing a year-over
year increase (3% . The acquisition of TGBP contributed approxiehati% of consolidated revenue growth.

*  We generated $1,330.0 million in consolidatedrafing income compared to $1,385.0 milliarthe prior year, representing a decr:
of 4% . The current year results include $42.8ianillof integration expenses resulting from the &itian of TGBP and $30.9 millioof
expenses related to productivity and ceestings initiatives. The prior year results inclup#6.8 million of restructuring and rela
expenses and $4.8 million of TGBP integration esgsn For additional information on TGBP integratard restructuring and rela
expenses, refer to “Operating expenses overview.”
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e Our operating income margin was 23% during tearyended December 31, 201@mpared to 25% in the prior year. The curreat
results include TGBP integration expenses; investm@ our strategic initiatives, including westenion.com; increased complial
program costs; and productivity and ceatdngs initiatives expenses. The prior year resattlude the restructuring and related expe
and TGBP integration expenses, as mentioned above.

e Our effective tax rates were 12.2% , 8.6% andb%0for the years ended December 31, 2012, 2011 an@, 2@spectively. Tt
significant decrease in our effective tax ratetf@ years ended December 31, 2012 and 2011 is yilsirdae to an agreement with 1
United States Internal Revenue Service (“IRS Agreaif) resolving substantially all of the issues relatedbtrr restructuring of o
international operations in 2003. We continue todfié from a significant proportion of our profiteing foreignderived, and therefa
taxed at lower rates than our combined federalstaig tax rates in the United States. For the yaailed December 31, 2012, 2011
2010, 92% , 67% and 87% of our fgexincome was derived from foreign sources, rethaelg. While the income tax imposed by
one foreign country is not material to us, our alleeffective tax rate could be adversely affedbgdchanges in tax laws, both fore
and domestic. Certain portions of our foreign seuncome are subject to United States federal tatd sxcome tax as earned due tc
nature of the income, and dividend repatriation®wf foreign source income are generally subjedtmited States federal and s
income tax.

» Consolidated net income was $1,025.9 million &i¢165.4 million for the years ended DecemberZ,2 and 2011 respectively
representing a year-over-year decrease of 12% uliRe®r 2012 include $30.7 million and $20.2 nuiiiof TGBP integration ar
productivity and cossavings initiatives expenses, net of tax, respelgtivihe prior year results include a $204.7 milliax benef
related to the adjustment of reserves associatéd the IRS Agreement. Results for 2011 include @3gillion and $3.1 million i
restructuring and related expenses and TGBP irttegraxpenses, net of tax, respectively. In addijtfor 2011, we recognized gains
$12.7 million and $18.3 million, net of tax, reldt¢o our acquisitions of Finint S.r.l (“Finint”) dnAngelo Costa S.r.I (“Costy”
respectively, and $13.5 million, net of tax, rethte foreign currency forward contracts entered itat reduce the economic variabi
related to the cash amounts used to fund acquisitid businesses with purchase prices denominatémiaign currencies, primarily f
the TGBP acquisition.

e Our consumers transferred $79 billion and $8Mohiin Consumer-to-Consumer principal for the geanded December 31, 20&8c
2011 , respectively, of which $71 billion and $78Bidn related to cros®order principal, respectively, which representatkarease
2% and 3%, respectively, in Consumer-to-Consumiecipal and cross-border principal over the prieay

» Consolidated cash flows provided by operatintyaies were $1,185.3 million and $1,174.9 millidor the years endeDecember 3:
2012 and 2011 respectively. Cash flows provided by operatintivities for the year ended December 31, 2012 vimgacted by ta
payments of $92.4 million made as a result of BR®& Agreement.

Our key strategic priorities are focused on:

« Strengthening consumer money transféfe are implementing key actions in an effort tovelnienewed growth in our consumer mc
transfer business, including: improving the consur@aue proposition by making pricing investmeniskey corridors and enhanc
services and the consumer experience; continuiregpand the digital and electronic account basedeydransfer channels; and furt
expanding our agent network. We began to implenmenéased strategic fee reductions and actiondjtsaforeign exchange spread
certain key corridors in the fourth quarter of 2002 continued such increased fee reductions atiwhadn the first quarter of 2013 ¢
anticipate further fee reductions and foreign erggaactions in 2013. Fee reductions and foreigmhaxge actions were approxima
1% of revenue for full year 2012. These actionsexqgected to increase to approximately 5% of taaénue for full year 2013, if
actions are implemented as contemplated. We a#sotplcontinue connecting the cash and digital agofbr our consumers. Digital &
electronic account based money transfer channélsedsd strong growth and new customer acquisitioB012, and actions are plan
to accelerate usage in 2013 through added capedilinhanced value propositions, and expandeti.reac

« Driving growth in customers and usage in WesteriobrBusiness Solutior- In Western Union Business Solutions, we are worko
increase product offerings, expand to new markatd,improve sales force effectiveness to drive nestomer acquisition and grov
opportunities with existing customers.
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« Generating and deploying cash flow for shareholdevge currently anticipate continuing to return capitaour shareholders in 20
through dividends and share repurchases.

Significant factors affecting our financial conditiand results of operations include:

< Transaction volume Fransaction volume is the primary generator of nexein our businesses. Transaction volume in omsQmer-to-
Consumer segment is affected by, among other ththgssize of the international migrant populatimlividual needs to transfer fun
and global and regional economic trends. For mdi@rination, refer to the Consumer-to-Consumer segmiiscussion below.

- Competition -We continue to face robust competition in each wf segments. In the year ended December 31, 2@i@petitive
pressures, including with respect to pricing int@ierkey corridors, adversely impacted our ConsdtdéZonsumer segment.

e Consumer Value Proposition Revenue is also impacted by our overall value psitipm, including with respect to our consul
experience, the fees we charge consumers, theigaingent per transaction and the variance in thehange rate set by us to
customer and the rate at which we or our agentalaesto acquire the currency.

« Regulatory Complianc- Our services are subject to an increasingly ss@ttof legal and regulatory requirements. The nunaipe
complexity of regulations around the world and plage at which regulation is changing are factaas plose significant challenges to
business. We have made, and continue to make, emmamts to our processes and systems designedetct dad prevent mon
laundering, terrorist financing, and fraud and ofligit activity. These and other enhancementgéheesulted in, and in coming quar
we expect them to continue to result in, change®ttin of our business practices and increassts.c6ome of these changes have
and we believe will continue to have, an adverdecefon our business, financial condition and rssaf operations. SeeJperating
Expense Overview - Enhanced Regulatory Compliafaerhore information.

e Cost Structure As described earlier, in the fourth quarter of 2042 began implementing additional initiatives tgpirove productivit
and reduce costs. We expect to implement additipriaductivity and cossavings initiatives throughout 2013, and we expedhcul
approximately $45 million of expenses related testhinitiatives in 2013. These initiatives are etpe to result in approximately $
million of estimated cost savings in 2013 and appnately $45 million of estimated cost savings 012, if all actions are implemen
as contemplated. Much of our cost structure is atsag of agent commissions, which are generallyabée and fluctuate as reven
fluctuate. However, we expect agent commissions psrcentage of revenue to increase in 2013 piiyndwie to the renewal of certi
strategic agent agreements. We also expect toaserexpenses in 2013 related to investments toosupptiatives to continu
expanding the digital and account based electrohannels for money transfers for consumers andidmease product offerings.
addition, we expect increased expenses relatednpliance program costs.

« Exchange Rate- Fluctuations in the exchange rate between the Wigtates dollar and other currencies impact ouwnstetion fee ar
foreign exchange revenue. The impact to earningsipare is less than the revenue impact due ttréinslation of expenses and
foreign currency hedging program.

Spir-off from First Data

We were incorporated in Delaware as a whollyaed subsidiary of First Data on February 17, 2@6 September 29, 2006, First C
distributed all of its money transfer and consup@ments businesses and its interest in a WesteignUnoney transfer agent, as well a
related assets, including real estate, through-&é¢& distribution to First Data shareholders (Bpff”).
Basis of Presentatiol

The financial statements in this Annual Report amnfr10K are presented on a consolidated basis and indlueleaccounts of o

Company and its majority-owned subsidiaries. Adngficant intercompany transactions and accounis h&en eliminated.
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Components of Revenues and Expenses

The following briefly describes the components effanues and expenses as presented in the Consdli@tatements of Incon
Descriptions of our revenue recognition policies @&rcluded in Part Il, Item 8Financial Statements and Supplementary Datsdote 2
“Summary of Significant Accounting Policies” in o@onsolidated Financial Statements.

Transaction fees Transaction fees are fees that consumers pay wien dend money or make payments. Consumemitsume
transaction fees generally vary according to thecpgal amount of the money transfer and the lacetifrom and to which the funds are :
and received. Transaction fees represented 74%rabtal consolidated revenues for the year endeceber 31, 2012 .

Foreign exchange revenuedn certain Consumer-tGonsumer money transfer and Business Solutions galytnansactions involvir
different currencies, we generate revenues baseleodifference between the exchange rate set Iy thee consumer or business and the
at which we or our agents are able to acquire tineency. In our Consumer-tGonsumer business, foreign exchange revenue isiplyndriver
by international Consumer-to-Consumer croggency transactions. Also, as a result of theisiipn of TGBP, our foreign exchange rever
have increased. Foreign exchange revenues repeds2fo of our total consolidated revenues for g ynded December 31, 2012 .

Other revenues Other revenues primarily consist of investmerntome primarily derived from interest generated conglimer-to-
Consumer money transfer, money order and paymevitse settlement assets as well as realized rre$ gad losses from such assets, anc
we receive in connection with the sale of moneyesdOther revenues represented 2% of our totedaticiated revenue for the year en
December 31, 2012 .

Cost of servicesCost of services primarily consists of agent consiniss, which represent approximately 70% of totet of services, ai
expenses for call centers, settlement operatians,related information technology costs. Expensiglinvthese functions include person
software, equipment, telecommunications, bank feegreciation, amortization and other expensesriaduin connection with providir
money transfer and other payment services.

Selling, general and administrativeSelling, general and administrative primarily dstssof salaries, wages and related expenses q
sales and administrative personnel, as well agioeativertising and promotional costs and othdingend administrative expenses.

Interest income Interest income consists of interest earned oh baknces not required to satisfy settlement alibgs and in connecti
with loans previously made to certain existing dgen

Interest expense Interest expense represents interest incurred mmexgion with outstanding borrowings, including Bgable amount
associated with interest rate swaps.

Derivative gains/(losses), netRepresents the portion of the change in fair valuéoreign currency accounting hedges that is edet
from the measurement of effectiveness, which inetu@) differences between changes in forward eatdsspot rates and (b) gains or loss¢
the contract and any offsetting positions duringquks in which the instrument is not designatec dedge. We also include in this line i
changes in the fair value of derivative contracts)sisting of forward contracts with maturitiesleds than one year entered into to reduc
economic variability related to the cash amountsius fund acquisitions of businesses with purclpaiges denominated in foreign currenc
Although the majority of changes in the value of bedges are deferred in accumulated other compsaleincome or loss until settlem
(i.e., spot rate changes), the remaining portioshafnges in value are recognized in income as deyr. Derivative gains and losses do
include fluctuations in foreign currency forwardnt@cts intended to mitigate exposures on settlémetivities of our Consumer-tGonsume
money transfer business or on certain foreign aggredenominated cash positions. Gains and lossexiased with those foreign currel
forward contracts are included in “Selling, generatl administrative expense®gérivative gains and losses also do not includetdiations il
foreign currency forward and option contracts usedur Business Solutions payments operations. iffifpact of these contracts is classi
within “Foreign exchange revenues” in the ConsdédeStatements of Income.

Other income, netOther income, net is comprised primarily of equrnings from equity method investments and miaoebus incon
and expenses. Other income, net also includes gainsvaluation of equity interests.

51




Table of Contents

Results of Operations

The following discussion of our consolidated resulf operations and segment results refers to #s gndedDecember 31, 20:
compared to the same period in 2011 and the yadedeDecember 31, 2011 compared to the same periadl0. The results of operatio
should be read in conjunction with the discussibrowr segment results of operations, which provigere detailed discussions concert
certain components of the Consolidated Statemedniiscome. All significant intercompany accounts anansactions between our segm
have been eliminated.

During the year ended December 31, 2011, we reagaheagreement with the United States Internal Rexe3ervice (“IRS")resolving
substantially all of the issues related to thervestiring of our international operations in 2083.a result of the IRS Agreement, we recogr
a tax benefit of $204.7 million related to the atijnent of reserves associated with this matter.a@lditional information, refer tolficome
taxes.”

52




Table of Contents

The following table sets forth our consolidatedutessof operations for the years ended DecembeP@12 , 2011 and 2010 .

% Change
Year Ended December 31, 2012 2011

(in millions, except per share amounts) 2012 2011 2010 vs. 2011 vs. 2010
Revenues:

Transaction fees $ 4,210 $ 4,220.. $ 4,055. — % 4%

Foreign exchange revenues 1,332.° 1,151.; 1,018.¢ 16 % 13%

Other revenues 122.1 120.( 118.¢ 2% 1%
Total revenues 5,664.¢ 5,491 .. 5,192.° 3% 6 %
Expenses:

Cost of services 3,194.: 3,102.( 2,978.¢ 3% 4%

Selling, general and administrative 1,140.¢ 1,004.: 914.2 14% 10 %
Total expenses 4,334.% 4,106. 3,892.¢ 6 % 5%
Operating income 1,330.( 1,385.( 1,300.: (4)% 7%
Other income/(expense):

Interest income 5.k 5.2 2.8 6 % 86 %

Interest expense (179.6) (181.9) (169.9 (D)% 7%

Derivative gains/(losses), net 0.t 14.C (2.5 (96)% *

Other income, net 12.¢ 52.c 145 (76)% *
Total other expense, net (161.9) (110.9 (154.9 46 % (29)%
Income before income taxes 1,168.¢ 1,274.¢ 1,145 (8)% 11%
Provision for income taxes 142.¢ 109.2 235.: 31% (549)%
Net income $ 1,025.¢ $ 1,165 $ 909.¢ (12)% 28 %
Earnings per share:

Basic $ 1.7C $ 1.8 $ 1.37 (8)% 35%

Diluted $ 16 $ 184 % 1.3¢ (8)% 35%
Weighted-average shares outstanding:

Basic 604.¢ 630.€ 666.-

Diluted 607.¢ 634.2 668.¢

*  Calculation not meaningful

Revenues overvie

The majority of transaction fees and foreign exdearevenues were contributed by our Consume&eansumer segment for all peris
presented, which is discussed in greater detd$égment Discussion.”

2012 compared to 2011

Consolidated revenue increased 3% during the yadede December 31, 201@ue to the acquisition of TGBP, which contribt
approximately 4% to consolidated revenue growthtlier period, and Consumer-&Bnsumer transaction growth of 2%, partially offisgtthe
strengthening of the United States dollar comp#&wanost other foreign currencies and slight preguctions. The strengthening of the Un
States dollar compared to most other foreign ceiesnnegatively impacted revenue growth by apprakéy 2% in the year end
December 31, 2012 .

Foreign exchange revenues increased for the yeledeBecember 31, 2012 compared to the same peri@@11 primarily due to ti
acquisition of TGBP.
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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 year ended December 31, 201238$8illion over the previous year,
of foreign currency hedges, that would not haveuoed had there been constant currency rates.

2011 compared to 2010

Consolidated revenue increased 6% during the ym@dedDecember 31, 2011 due to ConsumeEdasumer transaction growth and
weakening of the United States dollar compared tstnother foreign currencies, which positively irofea revenue, offset by slight pr
reductions. The weakening of the United Statesadalbmpared to most other foreign currencies p@djtiimpacted revenue growth
approximately 1% in the year ended December 31120he acquisition of TGBP contributed approximat#fs to consolidated rever
growth for the year ended December 31, 2011.

Foreign exchange revenues increased for the yededeDecember 31, 2011 compared to the same parid@0Di0 primarily due !
increasing foreign exchange revenues in our Constwr€onsumer segment, driven primarily by the éased amount of crod®rde
principal sent. Additionally, foreign exchange reues were positively impacted by the acquisitiom@BP and revenue growth experience
our existing Business Solutions business.

Fluctuations in the exchange rate between the Wi8tates dollar and currencies other than the Jr8tates dollar resulted in a benef
transaction fees and foreign exchange revenuethéoyear ended December 31, 2011 of $38.0 millicer the previous year, net of fore
currency hedges, that would not have occurred e tbeen constant currency rates.

Operating expenses overview
TGBP integration expenses

During the years ended December 31, 2012 and 2@4Incurred $42.8 million and $4.8 millignrespectively, of integration expen
related to the acquisition of TGBP. TGBP was aagiion November 7, 2011. TGBP integration expenssists primarily of severance ¢
other benefits, retention, direct and incrementgease consisting of facility relocation, consolida and closures; IT systems integrat
amortization of a transitional trademark licensa] ather expenses such as training, travel ancegsafnal fees. Integration expense doe
include costs related to the completion of the TGBRuisition. In 2013, we expect to incur additloiméegration expenses resulting from
acquisition of TGBP.

Restructuring and related activitit

On May 25, 2010 and as subsequently revised, oardBof Directors approved a restructuring plan (fRestructuring Plan”fesigned t
reduce our overall headcount and migrate positfmrs various facilities, primarily within North Amiea and Europe, to regional opera
centers. As of September 30, 2011, we had incuslledf the expenses related to this Restructuritem.PTotal expense incurred under
Restructuring Plan for the period from May 25, 2@i®ugh December 31, 2011 was $106 million, caimgjsof $75 million for severance a
employee related benefits, $5 million for facilitiosures, including lease terminations, and $2@&anilfor other expenses. Included in th
expenses are $2 million of non-cash expenses delatdixed asset and leasehold improvement vwaite-and accelerated depreciatior
impacted facilities. Total cost savings of approxigly $70 million and $55 million were generate®@12 and 2011, respectively.

There were no restructuring and related expensesrigd during the year ended December 31, 201Xobthe years ended December
2011 and 2010, restructuring and related experfs®$6 million and $15.0 million, respectively eatlassified within “Cost of servicesgihc
$36.2 million and $44.5 million, respectively, atkassified within “Selling, general and adminisivat in the Consolidated Statements
Income.
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Cost of services

Cost of services increased for the year ended Dieee1, 2012 compared to the prior year primariig ¢b incremental costs associ
with the TGBP acquisition, including depreciatiamdaamortization, investments in our strategic &tities and compliance program costs,
increased bad debt losses, partially offset bysthengthening of the United States dollar compaoethost other foreign currencies, wk
resulted in a positive impact on the translatiomaf expenses, net commission savings, includiadrtipact from the acquisitions of Finint
Costa, and a net decrease in bank fees due to uhg@nrDAmendment to the Dodd-Frank Act (the “Durliiagislation”). We expect age
commissions as a percentage of revenue to inched@®.3 primarily due to the renewal of certairattgic agent agreements. Cost of ser
as a percentage of revenue was 56% for both yadesdeDecember 31, 2012 and 2011.

Cost of services increased for the year ended Dieeelil, 2011 compared to the prior year primarilg o agent commissions, wh
increase in relation to revenue increases, the eréa§ of the United States dollar compared to mtstr foreign currencies, which resulte:
a negative impact on the translation of our expgnaad incremental operating costs associated WBBP, partially offset by commissi
savings resulting from the acquisitions of FinindaCosta, and the lowering of certain other agemrission rates. Cost of services |
percentage of revenue was 56% and 57% for the yealsd December 31, 2011 and 2010, respectively.d€orease in cost of services
percentage of revenue was primarily due to commissavings resulting from the acquisitions of Firind Costa, offset by negative curre
impacts.

Selling, general and administrative

Selling, general and administrative expenses (“SQ&ifaicreased for the year ended December 31, 2012 m@upo the prior ye
primarily due to increased expenses resulting ftbenacquisitions of TGBP, Finint and Costa, inahgdintegration costs, investments in
strategic initiatives and compliance program coats] costs associated with the productivity and-sasgings initiatives implemented in
fourth quarter of 2012, partially offset by theestgthening of the United States dollar compareaudst other foreign currencies, which rest
in a positive impact on the translation of our enges, the restructuring costs incurred in 2011 ckvidiid not recur in 2012, and decres
compensation expenses.

SG&A increased for the year ended December 31, 20tipared to the prior year primarily due to insezhexpenses resulting from
acquisitions of TGBP, Finint and Costa, includingat and integration costs associated with thesaisiigns, investments in strate
initiatives, and the weakening of the United Statear compared to most other foreign currenoisich resulted in a negative impact on
translation of our expenses, partially offset bstmecturing savings.

During the years ended December 31, 2012 , 201128468 , marketingelated expenditures, principally classified witl8G&A, were
approximately 4.2%, 4.1% and 4.1%, of revenue, eettygely. Marketingrelated expenditures include advertising, eventstscrelated
administering our loyalty programs, and the costeofployees dedicated to marketing activities. Wheaking decisions with respect
marketing investments, we review opportunities ddwvertising and other marketimglated expenditures together with opportunitiesféz
adjustments, as discussed in “Segment Discussion,Consumer-tdzonsumer revenues and other initiatives in ordelbgst maximize tt
return on these investments.

Enhanced Regulatory Complian

We regularly review our compliance programs. Inrestion with that review, and in light of growindpbal regulatory complexity au
heightened attention of and increased dialogue gatrernmental and regulatory authorities relatmgur compliance activities, we have mi
and continue to make, enhancements to our processkbsystems designed to detect and prevent mawnegéring, terrorist financing, a
fraud and other illicit activity. These enhancenseaiong with other enhancements to improve conspmutection related to the Dodérank
Act and other matters, have resulted in, and iniegnguarters we expect them to continue to resylichanges to certain of our busir
practices and increased costs. Some of these chhage had, and we believe will continue to hameadverse effect on our business, finai
condition and results of operations.
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Total other expense, net

Total other expense, net increased during the gre@ed December 31, 2012 compared to the same perad 1 primarily due to the pri
year gains of $20.5 million and $29.4 million innceection with the remeasurement of our former gqinterests in Finint and Cos
respectively, to fair value, associated with thasquisitions. Additionally, during the prior yeaewecognized a $20.8 million net gain
foreign currency forward contracts entered intofder to reduce the economic variability relatedht® cash amounts used to fund acquisi
of businesses with purchase prices denominateaté@igin currencies, primarily for the TGBP acqusiti

Total other expense, net decreased during the gme@ed December 31, 2011 compared to the same perigd10 due to the gai
recognized in connection with the remeasuremepuoformer equity interests in Finint and Costa #relnet gain on foreign currency forw
contracts, both of which are described above. Theseunts were partially offset by increased intesegense in 2011 due to incree
borrowings outstanding.

Income taxes

Our effective tax rates on pre-tax income were %2.28.6% and 20.5% for the years ended Decembe?@12 , 2011 and 2010
respectively. The significant decrease in our ¢ifectax rate for the years ended December 31, 20022011 is primarily due to an agreer
with the United States Internal Revenue Servicelvesy substantially all of the issues relatedhe testructuring of our international operat
in 2003, and resulted in a tax benefit of $204.7ioni related to the adjustment of reserves assediavith this matter for the year ens
December 31, 2011. For the year ended Decemb&03P, our effective tax rate was also impacted dxyeffits from favorable tax settleme
and changes in the mix of foreign and U.S. incomeapplicable tax rates, and for the year endectidber 31, 2011, our effective tax rate
also impacted by higher taxes associated with thiatFfand Costa remeasurement gains. The tax oatiné year ended December 31, 2010
impacted by a cumulative tax planning benefit froantain foreign acquisitions and the settlemenhwhe IRS of certain issues relating to
2002-2004 tax years.

We continue to benefit from a significant propontiof profits being foreigrderived, and therefore taxed at lower rates tharcombine:
federal and state tax rates in the United Statestite years ended December 31, 2012, 2011 and, 2% , 67% and 87% of our ptax
income was derived from foreign sources, respegtivaur foreign pretax income is subject to tax in multiple foreigmigdictions, virtually al
of which have statutory income tax rates lower ttrenUnited States. While the income tax imposedry one foreign country is not mate
to us, our overall effective tax rate could be adely affected by changes in tax laws, both foreigd domestic. Certain portions of our fore
source income are subject to United States fe@dmglistate income tax as earned due to the natuhe éficome, and dividend repatriation:
our foreign source income are generally subjetiriited States federal and state income tax.

We have established contingency reserves for atyast material, known tax exposures. As of Decen®ie 2012, the total amount of t:
contingency reserves was $111.9 milligncluding accrued interest and penalties, neelaited benefits. Our tax reserves reflect our fuelg
as to the resolution of the issues involved if sabjo judicial review or other settlement. While Wwelieve that our reserves are adeque
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 durrgggeriod in facts and circumstances (i.e. newrin&tion) 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 financiaéstants in future periods and could im|
our operating cash flows.

Earnings per share

During the years ended December 31, 2012 , 2011286 , basic earnings per share were $1.70 , $n85%$1.37, respectively, ar
diluted earnings per share were $1.69 , $1.84 dn86$% respectively. Unvested shares of restricted strekexcluded from basic she
outstanding. Diluted earnings per share reflectspbtential dilution that could occur if outstarglistock options at the presented date:
exercised and shares of restricted stock havedieateof December 31, 2012 , 2011 and 2010 , there 23.3 million , 17.1 million and4.C
million , respectively, of outstanding options to purchasares of Western Union stock excluded from thatelil earnings per share calcula
under the treasury stock method as their effect adsdilutive. Of the 27.0 million 30.7 million and 37.5 million outstanding optiota
purchase shares of our common stock as of Dece®Bih@012 , 2011 and 2010 , respectively, approxina6%, 32% and 35%, respective
were held by employees of First Data.
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Earnings per share decreased for the year endeenibec 31, 2012 compared to the corresponding previieriod as a result of
previously described factors impacting net incooféset by lower weighte@verage shares outstanding. Earnings per shareasen for tr
year ended December 31, 2011 compared to the poridsig previous period as a result of the prewodgscribed factors impacting |
income, mainly from the tax related benefit diseasabove, and lower weightederage shares outstanding. The lower number ok
outstanding was due to stock repurchases excestiinlg option exercises.

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 business segment measurements provided te@vahgated by, our CODM are computed in accordarittetive following principles:
« The accounting policies of the reportable segmargghe same as those described in the summaignificant accounting policie

« Corporate and other overhead is allocated to tgenemts primarily based on a percentage of the setsmevenue compared to t
revenue.

e Costs incurred for the investigation and closifigqcquisitions are included in “Other.”

e There were no restructuring and related expeimeesred during the year ended December 31, 208d2we incurred expenses $46.¢
million and $59.5 million for the years ended Debem31, 2011 and 2010respectively, which were not allocated to thensewgts
While these items were identifiable to our segmetiisy were not included in the measurement of segraperating profit provided
the CODM for purposes of assessing segment perfazenand decision making with respect to resourtmcation. For addition
information on restructuring and related activitiefer to “Operating expenses overview.”

< All items not included in operating income are exigdd from the segmer

The following table sets forth the components ofnsent revenues as a percentage of the consolidatals for the years end
December 31, 2012 , 2011 and 2010 .

Year Ended December 31,

2012 2011 2010
Consumer-to-Consumer 81% 84% 84%
Consumer-to-Business 11% 11% 12%
Business Solutions 6% 3% 2%
Other 2% 2% 2%

10C% 10C% 10C%
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Consumer-to-Consumer Segment

The following table sets forth our Consumer-to-QGoner segment results of operations for the yeade@december 31, 2012 , 2041c

2010.
% Change
Year Ended December 31, 2012 2011

(dollars and transactions in millions) 2012 2011 2010 vs. 2011 vs. 2010
Revenues:

Transaction fees $ 3545¢ $ 3,580 $ 3,434. (D)% 4%

Foreign exchange revenues 988.t 983.1 905.¢ 1% 9%

Other revenues 50.2 45.1 43.2 11% 4%
Total revenues $ 4584 $ 4,608.:. $ 4,383 D)% 5%
Operating income $ 1,266¢ $ 1,316.( $ 1,243. (4)% 6%
Operating income margin 28% 29% 28%
Key indicator:
Consumer-to-Consumer transactions 230.9¢ 225.7¢ 213.7¢ 2% 6%

The table below sets forth transaction and revegmaesith rate information and revenues as a percerghgonsolidated revenue by rec

for the years ended December 31, 2012 and 2011 .

Consumer-to-Consumer transaction growth/(decliag) (
Europe and CIS
North America
Middle East and Africa
Asia Pacific (“APAC")
Latin America and the Caribbean (“LACA")
westernunion.com

Consumer-to-Consumer revenue growth/(decline) (a):
Europe and CIS
North America
Middle East and Africa
APAC
LACA
westernunion.com

Consumer-to-Consumer revenue as a percentage sélodated revenue (a):
Europe and CIS
North America
Middle East and Africa
APAC
LACA
westernunion.com
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Year Ended December 31,

2012 2011
(1)% 1%
(1)% 7%
7% 3%
3% 9%
1% 5%
41% 29%
(6)% 3%
()% 3%
3% 4%
3% 10%
3% 7%
24% 37%
22% 24%
20% 22%
15% 15%
12% 12%
9% 9%
3% 2%
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(a) Significant allocations are made in determining tifa@saction and revenue growth rates under thierraelgview in the above table. T
geographic split for transactions and revenue ierdéned based upon the region where the monegfeais initiated and the regir
where the money transfer is paid. For transactmiginated and paid in different regions, we sfiié transaction count and revel
between the two regions, with each region recei®®¥. For money transfers initiated and paid inghme region, 100% of the revet
and transactions are attributed to that region. fRoney transfers initiated through our websitese§ternunion.com”),100% of the
revenue and transactions are attributed to westeynicom.

We view our Consumer-tGonsumer money transfer service as one intercoathggbbal network where a money transfer can bé
from one location to another, around the world|uding related transactions that can be initiatedugh our websites and account bz
money transfers. The segment includes six regiohsse functions are limited to generating, managimgl maintaining age
relationships and localized marketing activitiefie$e regions interact on transactions with conssiraad share common proces:
systems and licenses, thereby constituting oneagjfobnsumer-to-Consumer money transfer businesgm@aperating segment.

Transaction fees and foreign exchange revenues
2012 compared to 2011

For the year ended December 31, 2012 comparee tpribr year, Consumer-to-Consumer money transfeznue declined 1%due to th
strengthening of the United States dollar compacednost other foreign currencies, which negativiehpacted revenue, and slight pi
reductions, partially offset by transaction growft2%. The strengthening of the United States dollargamed to most other foreign curren:
negatively impacted our revenue growth by approkéiye2% for the year ended December 31, 2012.

Revenue in our Europe and CIS region decreasedd®ipared to the prior year on a transaction dedi®%o . The strengthening of t
United States dollar compared to most other foreigmencies and price reductions negatively immhotenues for the year ended Decet
31, 2012. The region has been impacted by contisaedomic softness in Southern Europe and increasmgetition in Russia.

The North America region experienced a revenueiedf 3% on a transaction decline of 186 the year ended December 31, 2
compared to the prior year. Our Mexico businesdinsat primarily due to changes to our complianckatesl practices as a result of
agreement and settlement with the State of Arizand changes to our business model and price redsctirhese compliance chani
primarily related to our Vigo and Orlandi Valutaabds, have resulted in the loss of over 7,000 alpe@tions in Mexico. Our domes
business (transactions between and within the di8tates and Canada) experienced an increaseanues on transaction growth, primaril
lower principal bands which generate lower revemestransaction. Our United States outbound basie&perienced revenue and transa
declines, in part due to changes in our compliaetated practices as a result of our agreementattitment with the State of Arizona
changes to our business model, primarily for ogoMirand to Latin America, and price reductions.

Revenue in our Middle East and Africa, APAC, andQregions increased in the year ended Decembe2(B12 compared to the pr
year in all three regions due to transaction grow#rtially offset by slight price reductions. Raue in our Middle East and Africa and LA
regions was also negatively impacted by the stresrghg of the United States dollar compared to rotistr foreign currencies. Revenue in
LACA region was positively impacted by geographid groduct mix in the year ended December 31, 2@h2pared to the prior year, parti
offset by a loss in revenue due to changes to omptiance related practices as a result of oureagemt and settlement with the Stat
Arizona and changes to our business model, priyneglhted to our Vigo brand. The Gulf States, prilyeSaudi Arabia, and India display
revenue growth, but China revenue declined. Revgemerated from transactions initiated at westdomicom increased for the year en
December 31, 2012 compared to the prior year dg&rong transaction growth.

Foreign exchange revenues were materially consifiethe year ended December 31, 2012 compardtetprior year.
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 exchaegenues for the year ended December 31, 201206 $illion over the prior year, net
foreign currency hedges, that would not have oedlihad there been constant currency rates.
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2011 compared to 2010

For the year ended December 31, 2011 comparecktsatme period in 2010, Consumer@onsumer money transfer revenue grew 59
transaction growth of 6%. The weakening of the &bhibtates dollar compared to most other foreigreoagies positively impacted our reve
growth by approximately 1%, which was offset byhktiprice reductions for the year ended DecembgP@11.

Revenue in our Europe and CIS region increased B%agithe year ended December 31, 2011 compartteteame period in 2010 due
transaction growth of 1% as well as the other fscttescribed above. The United Kingdom, France, @ednany continued to experiel
revenue and transaction growth for the year endetember 31, 2011 versus the prior year, which veasafly offset by softness in South
Europe and Russia.

North America revenue increased 3% due to trarmacfiowth of 7% for the year ended December 311 Ziinpared to the same pel
in 2010. Our domestic business experienced revgmugth of 8% for the year ended December 31, 2Qid td transaction growth of 16
Transaction growth in our domestic business wakdrighan revenue growth due to transaction growthdogreater in lower principal ban
which have lower revenue per transaction. Our Wn8eates outbound business experienced both ttéosand revenue growth in the y
ended December 31, 2011. Mexico revenue increa®edrflat transactions for the year ended DecerBie2011. Our Mexico business \
affected by changes to our compliance procedutateckto the agreement and settlement with thes 8fafrizona and other states.

Our Middle East and Africa, APAC, and LACA regioalt experienced revenue and transaction growtthényear ended December
2011 compared to the same period in 2010. Revenuiee Middle East and Africa and APAC regions lie tyear ended December 31, 2
were positively impacted by the weakening of thetéthStates dollar compared to most other foreigmencies. The Gulf States continue
experience revenue and transaction growth for #e ynded December 31, 2011, which was partiafisebby declines resulting from 1
political unrest in Libya and the Ivory Coast. Ciilrevenue increased 6% for year ended Decemb@031 on transaction growth of 4%. (
money transfer business to India experienced revgmowth of 11% and transaction growth of 10% fur year ended December 31, 2
versus the prior year. Revenue generated from acdiosis initiated at westernunion.com increasedtlier year ended December 31, 2
compared to the same period in 2010 due to str@mgaction growth.

Foreign exchange revenues for the year ended Dexe3ilh 2011 grew compared to the same period i0,2@¥lven primarily by increas:
amounts of cross-border principal sent.

Fluctuations in the exchange rate between the Ui8tates dollar and currencies other than the JrStates dollar resulted in a benef
transaction fees and foreign exchange revenuethéoyear ended December 31, 2011 of $39.1 millieer the same period in 2010, ne
foreign currency hedges, that would not have oedlihad there been constant currency rates.

Operating income
2012 compared to 2011

Consumer-to-Consumer operating income declinedd#ing the year ended December 31, 2012 compardtietqrior year due
investments in our strategic initiatives, includiwgsternunion.com, increased compliance prograrts cespenses related to productivity
costsavings initiatives, increased bad debt losses,imer@mental costs associated with the Finint andt& acquisitions, partially offset
positive currency impacts, including the effectfafeign currency hedges, restructuring savings, dexteased compensation expenses
changes in operating income margins in the segarendue to the same factors mentioned above.

2011 compared to 2010
Consumer-to-Consumer operating income increasedf®g the year ended December 31, 2011 compart tsame period in 2010 ¢
to revenue growth. The change in operating incoraegim for the year ended December 31, 2011 comparéide same period in 2010 v

primarily due to restructuring savings and revefeserage, partially offset by negative currency atis, including the effect of forei
currency hedges, and spending on initiatives.
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Consumer-to-Business Segment

The following table sets forth our Consumer-to-Biesis segment results of operations for the yeatsdeBDecember 31, 2012 , 204arc
2010.

% Change
Year Ended December 31, 2012 2011

(dollars in millions) 2012 2011 2010 vs. 2011  vs. 2010
Revenues:

Transaction fees $ 573¢ $ 581 $ 576.f (D)% 1%

Foreign exchange revenues 3.4 5.7 3.6 (40)% 58 %

Other revenues 26.€ 28.2 30.€ (5)% (N%
Total revenues $ 603.¢ $ 615¢ $ 610.7 2)% 1%
Operating income $ 137€ $ 146¢ $  146.C (6)% 0%
Operating income margin 23% 24% 24%
Revenue

2012 compared to 2011

During the year ended December 31, 2012 compar#dteteame period in the prior year, Consumer-toifi2ss revenue decreased de
to a decline in our United States bill paymentsitesses, due in part to the passing through of surttge debit card fee savings related tc
Durbin Legislation, partially offset by growth irupinternational bill payments, primarily in Soutimerica. The strengthening of the Uni
States dollar compared to most other foreign ceiesnnegatively impacted our ConsumeBigsiness revenue growth by approximately
for the year ended December 31, 2012.

2011 compared to 2010

During the year ended December 31, 2011, ConsusABusiness revenue increased due to revenue grovisthtininternational and Unit
States electronic bill payments, partially offsgtabdecline in United States cash-based bill paysien

Operating income
2012 compared to 2011
During the year ended December 31, 2012, ConsuABusiness operating income decreased compared frithveyear primarily due -
revenue declines in our United States daabed bill payments business, which has higher imatan other bill payment services in
segment, the renegotiation of a sales and distoib@igreement, and expenses related to productwitycosisavings initiatives, partially offs
by a net decrease in debit card and other bankdi@geso the Durbin Legislation. The changes in afeg income margins in the segment
due to the same factors mentioned above.
2011 compared to 2010
Operating income and operating income margins fiateluring the year ended December 31, 2011 coetbtr the corresponding per

in 2010.
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Business Solution:

The following table sets forth our Business Solutisegment results of operations for the yearsceBéeember 31, 2012 , 2011 and 201C

% Change
Year Ended December 31, 2012 2011

(dollars in millions) 2012 2011 2010 vs. 2011 vs. 2010
Revenues:

Transaction fees $ 34.¢ $ 5.¢ $ 1.2 * *

Foreign exchange revenues 332.( 154.¢ 105.( * *

Other revenues 0.t 0.€ 0.4 * *
Total revenues $ 367.2 $ 161.] $ 106.7 * *
Operating loss $ (4. $ 96 $ (24.2) * *
Operating loss margin (19)% (6)% (23)%

*  Calculation not meaningful

Revenue
2012 compared to 2011

During the year ended December 31, 2012, Businekgi&s revenue grew compared to the prior yesnamily due to our acquisition
TGBP, which contributed a substantial majority af cevenue growth for the year ended December &112.2

2011 compared to 2010

During the year ended December 31, 2011, Businekgi&s revenue grew compared to the prior year tuour acquisition of TGB
which contributed $35.2 million of revenue, andeeue growth in our existing business.

Operating loss
2012 compared to 2011

For the year ended December 31, 2012, Businessi@wwoperating loss increased compared to the pear primarily due to increas
expenses resulting from the acquisition of TGBRJuding incremental depreciation and amortizatiapemses and integration expense:
2013, we expect to incur additional integration enges resulting from the acquisition of TGBP. Thanges in operating loss margins in
segment are due to the same factors mentioned above

2011 compared to 2010
For the year ended December 31, 2011, Businessi@w®wperating loss decreased compared to the ye@r primarily due to reven
increases and a decrease in integration expenkdedrd¢o the acquisition of Custom House, but weaetially offset by integration ai

amortization expenses related to the acquisitiof®BP. The changes in operating loss margins insdggnent are due to the same fa
mentioned above.
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Other

The following table sets forth other results foe frears ended December 31, 2012 , 2011 and 2010 .

% Change
Year Ended December 31, 2012 2011
(dollars in millions) 2012 2011 2010 vs. 2011 vs. 2010
Revenues $ 109.2 $ 106.C $ 91.¢ 3% 15%
Operating loss $ (19.7 $ (215 $ (5.7 * *

*  Calculation not meaningful
Revenue
2012 compared to 2011

Other revenue increased for the year ended DeceBitheR012 compared to the prior year primarily daencreases in our prep
business, partially offset by a decrease in inveatrimcome in our money order business.

2011 compared to 2010

Other revenue grew for the year ended Decembe2@11 compared to the prior year primarily due tturee increases in our prep
business.

Operating loss
2012 compared to 2011
During the year ended December 31, 2012, the deelieeoperating loss was due to costs associathdasjuisition activity that occurr
in the prior year, partially offset by declinesdnor money order business, including a decreaseviesiment income, and expenses relat
productivity and cost-savings initiatives.

2011 compared to 2010

During the year ended December 31, 2011, the ineréa operating loss compared to the prior year prasarily due to deal cos
associated with the TGBP acquisition.

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 Hye timing of interest payments on our outstanddoegrowings, timing of income ti
payments, including our tax deposit described &rrih “Cash Flows from Operating Activitiesghd collections on receivables, among ¢
items. The majority of our interest payments are uuthe second and fourth quarters which resnltsdecrease in the amount of cash proy
by operating activities in those quarters and aesponding increase to the first and third quarters

Our future cash flows could be impacted by a varigdt factors, some of which are out of our contiakluding changes in econor

conditions, especially those impacting the miggampulation and changes in income tax laws or tatistof income tax audits, including
resolution of outstanding tax matters.
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A significant portion of our cash flows from opéngf activities has been generated from subsidiasi@se of which are regulated entit
These subsidiaries may transfer all excess catietparent company for general corporate use exoepissets subject to legal or regula
restrictions. Assets subject to legal or regulataytrictions, totaling approximately $305 milli@s of December 31, 2012include asse
outside of the United States subject to restrictifstom being transferred outside of the countribgeng they are located. We are also requir
maintain cash and investment balances in our regiilsubsidiaries related to certain of our moneydfer 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 agirtess needs, including approximately $100 milkdmemaining tax payments
expect to make in 2013 as a result of the IRS Ageed, dividends and share repurchases, througkasting cash balances and our abilit
generate cash flows through operations. In additihave capacity to borrow up to $1.65 billiorthie aggregate under our revolving cr
facility (“Revolving Credit Facility”), which suppts borrowings under our $1.5 billion commerciapeaprogram. As of December 31, 2012
we had no outstanding borrowings under our Revgl@nedit Facility or commercial paper program.

Cash and Investment Securities

As of December 31, 2012we had cash and cash equivalents of $1.8 bilddbmyhich approximately $930 million was held byrdareigr
entities. Our ongoing cash management strategiesmtbour business needs could cause United Siatkforeign cash balances to fluctuate.

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

In many cases, we receive funds from money tramséeid certain other payment services before wéestte payment of tho
transactions. These funds, referred to as “Settierassets’on our Consolidated Balance Sheets, are not useuigport our operatior
However, we earn income from investing these fulids.maintain a portion of these settlement assdtighly liquid investments, classified
“Cash and cash equivalents” within “Settlement &s5& fund settlement obligations.

Investment securities, classified within “Settlemnerssets,” were $1.5 billion as of December 31,2201Substantially all of the:
investments are highlsated state and municipal debt securities, inclydiariable rate demand notes. Most state regulaidise United Stat:
require us to maintain specific hightsted, investment grade securities and such inwgsmare intended to secure relevant outsta
settlement obligations in accordance with applieabbulations.

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 highlyectsecurities and diversifying our investment pdidf As of December 31, 2012the
majority of our investment securities had crediings of “AA-" or better from a major credit rating agency. Owestment securities are a
actively managed with respect to concentrationoA®ecember 31, 2012all investments with a single issuer and eaclviddal security wer
less than 10% of our investment securities podfoli
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Cash Flows from Operating Activities

During the years ended December 31, 2012 , 2012@hd , cash provided by operating activities wh4.85.3 million ,$1,174.9 millio1
and $994.4 million , respectively. During 2012, meade tax payments of $ 92.4 millias a result of the IRS Agreement. In the first tprao
2010, we made a $250 million tax deposit relatimdJnited States federal tax liabilities, includitigse arising from our 2003 internatic
restructuring, which had been previously accrueguinconsolidated financial statements.

Financing Resources

As of December 31, 2012 , we had the following t@urtding borrowings (in millions):

Due in less than one year:

Floating rate notes (effective rate of 0.9%) du&30 $ 300.(
Due in greater than one year (a):
6.500% notes (effective rate of 5.6%) due 2014 500.(
2.375% notes (effective rate of 2.4%) due 2015 (b) 250.(
5.930% notes due 2016 (c) 1,000.(
2.875% notes (effective rate of 3.0%) due 2017 (b) 500.(
3.650% notes (effective rate of 4.4%) due 2018 400.(
5.253% notes due 2020 (c) 324.¢
6.200% notes due 2036 (c) 500.(
6.200% notes due 2040 (c) 250.(
Other borrowings 5.8
Total borrowings at par value 4,030.
Fair value hedge accounting adjustments, net (a) 20.2
Unamortized discount, net (21.9)
Total borrowings at carrying value (d) $ 4,029.:

(@) We utilize interest rate swaps designated as fiinevrhedges to effectively change the interestpatenents on a portion of our no
from fixed-rate payments to short-term LIBQiR&sed variable rate payments in order to managewvauall exposure to interest rates. -
changes in fair value of these interest rate swagdlt in an offsetting hedge accounting adjustmecdrded to the carrying value of
related note. These hedge accounting adjustmertsbwireclassified as reductions to or increasesliterest expense’in our
Consolidated Statements of Income over the lifthefrelated notes, and cause the effective rataeriest to differ from the notestatec
rate.

(b) On December 10, 2012, we issued $250.0 millionggfragate principal amount of 2.375% unsecured frete notes due 20152015
Notes”) and $500.0 million of aggregate principalaunt of 2.875% unsecured fixed rate notes due 27 Notes”).The interes
rate on the 2015 Notes and 2017 Notes may be adjusider certain circumstances as described below.

(c) The difference between the stated interest ratalandffective interest rate is not significant.

(d) As of December 31, 2012, our weighted-avegffgctive rate on total borrowings was approximateB%.

Commercial Paper Program

Pursuant to our commercial paper program, we msyeisinsecured commercial paper notes in an amairtorexceedsl.5 billior
outstanding at any time, reduced to the extentoofdwings outstanding on our Revolving Credit RacilOur commercial paper borrowir
may have maturities of up to 397 days from datessfance. Interest rates for borrowings are baredarket rates at the time of issuance.
had no commercial paper borrowings outstanding faBecember 31, 2012 . During the year ended DeceBihe2012, the averac
commercial paper balance outstanding was $161.Bomiand the maximum balance outstanding was $42#l8on . Proceeds from o
commercial paper borrowings were used for genenglarate purposes.
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Revolving Credit Facility

On September 23, 2011, we entered into a credéeagent which expires January 2017 providing foreansed financing facilities in
aggregate amount of $1.65 billion , including a@25million letter of credit sub-facility and a $15 million swing line sub-facility.

Interest due under the Revolving Credit Facilityfiied for the term of each borrowing and is pagahtcording to the terms of t
borrowing. Generally, interest is calculated usingelected LIBOR rate plus an interest rate maoih00 basis points. A facility fee df2.t
basis points is also payable quarterly on the fatlity, regardless of usage. Both the interast margin and facility fee percentage are
on certain of our credit ratings.

The purpose of our Revolving Credit Facility, whishdiversified through a group of 17 participatimgtitutions, is to provide gene
liquidity and to support our commercial paper pesgr which we believe enhances our shertn credit rating. The largest commitment fi
any single financial institution within the totabmmitted balance of $1.65 billion is approximaté®%. As of and during the year en
December 31, 2012 we had no outstanding borrowings under our Remgh\Credit Facility. If the amount available to bmw under th
Revolving Credit Facility decreased, or if the Rleimg Credit Facility were eliminated, the cost aadailability of borrowing under ti
commercial paper program may be impacted.

Notes

On December 10, 2012, we issued $250.0 million$6@D.0 millionof aggregate principal amounts of unsecured natesiecember 1
2015 and December 10, 2017, respectively. Intavéhtrespect to the 2015 Notes and 2017 Notesyslga semannually in arrears on Ju
10 and December 10 of each year, currently basédeoper annum interest rates of 2.375% and 2.87&8pgectively. The interest rates pay
on the 2015 Notes and 2017 Notes will be increak#lte debt rating assigned to such notes is doadep by an applicable credit rat
agency, beginning at a downgrade below investmemtey However, in no event will the interest rateetther the 2015 Notes or 2017 Note
increased by more than 2.00% above 2.375% and @& annum, respectively. The interest rates en2015 Notes and 2017 Notes t
also be adjusted downward for debt rating upgramdsequent to any debt rating downgrades but maypa@djusted below 2.375%
2.875% per annum. We may redeem the 2015 Note2@hd Notes at any time prior to maturity at theagge of par or a price based on
applicable treasury rate plus 35 and 40 basis paiespectively.

On August 22, 2011, we issued $400.0 million ofraggte principal amount of unsecured notes due #tugp, 2018 (“2018 Notey”
Interest with respect to the 2018 Notes is payabhaiannually in arrears on February 22 and August 28agh year, based on the fixed
annum interest rate of 3.650%. We may redeem tA& 2Abtes at any time prior to maturity at the geeaif par or a price based on
applicable treasury rate plus 35 basis points.

On March 7, 2011, we issued $300.0 million of aggte principal amount of unsecured floating rateesi@lue March 7, 2013 201z
Note¢"). Interest with respect to the 2013 Notes is paygbbaterly in arrears on each March 7, June 7, &dgge 7 and December 7, beginr
June 7, 2011, at a per annum interest rate equidlletehreemonth LIBOR plus 58 basis points (reset quartefgr discussion of our de
service requirements with respect to the 2013 Nets the “Debt Service Requirements” discussidovbe

On June 21, 2010, we issued $250.0 million of agmpes principal amount of unsecured notes due JUn2@0 (“2040 Notes”)Interes
with respect to the 2040 Notes is payable sanmually on June 21 and December 21 each year loastitk fixed per annum interest rati
6.200%. We may redeem the 2040 Notes at any timoe for maturity at the greater of par or a pricedzhon the applicable treasury rate
30 basis points.

On March 30, 2010, we exchanged $303.7 million gdragate principal amount of unsecured notes dueeidber 17, 2011 2011
Note¢") for unsecured notes due April 1, 2020 (“2020 &&3). Interest with respect to the 2020 Notes igpte semiannually on April 1 an
October 1 each year based on the fixed per annterest rate of 5.253%. In connection with the ergjga note holders were given a
premium ($21.2 million), which approximated marketue at the exchange date, as additional princhsthis transaction was accountec
as a debt modification, this premium was not chéditgeexpense. Rather, the premium, along with ffeetting hedge accounting adjustme
will be accreted into “Interest expens@/er the life of the notes. We may redeem the 20&8t&s at any time prior to maturity at the great
par or a price based on the applicable treasueyplats 15 basis points.
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On February 26, 2009, we issued $500.0 millionggragate principal amount of unsecured notes dbeuBey 26, 2014 (“2014 Notes”
Interest with respect to the 2014 Notes is payabtaiannually on February 26 and August 26 each yeardoas the fixed per annum intel
rate of 6.500%. We may redeem the 2014 Notes atiau@yprior to maturity at the greater of par qrice based on the applicable treasury
plus 50 basis points.

On November 17, 2006, we issued $500.0 million gfjragate principal amount of unsecured notes dueeMber 17, 20:
(2036 Notes”). Interest with respect to the 2036Ge¢ is payable seralnually on May 17 and November 17 each year basdte fixed pe
annum interest rate of 6.200%. We may redeem tI36 2Abtes at any time prior to maturity at the geeaif par or a price based on
applicable treasury rate plus 25 basis points.

On September 29, 2006, we issued $1.0 billion afregate principal amount of unsecured notes mafuvm October 1, 2016 201¢
Note¢”). Interest on the 2016 Notes is payable samiually on April 1 and October 1 each year basethe fixed per annum interest rate
5.930%. We may redeem the 2016 Notes at any tinoe for maturity at the greater of par or a pricedzhon the applicable treasury rate
20 basis points.

Credit Ratings and Debt Covenants

The credit ratings on our debt are an importans®#ration in our overall business, managing auarfting costs and facilitating acces
additional capital on favorable terms. Factors thatelieve are important in assessing our cradiitgs include earnings, cash flow genera
leverage, available liquidity and the overall besia

Our Revolving Credit Facility contains an intereste margin and facility fee which are determinaddnl on certain of our credit ratings
addition, the interest rates payable on our 201&and 2017 Notes can be impacted by our cretifigs and we are also subject to cel
provisions in many of our notes, including our 2046tes and 2017 Notes, and certain of our derieationtracts which could requ
settlement or collateral posting in the event @hange in control combined with a downgrade belovestment grade. We do not have
other terms within our debt agreements or othetraots that are tied to changes in our credit gatimhe table below summarizes our ci
ratings as of December 31, 2012 :

S&P Moody's Fitch
Short-term rating A-2 P-2 F2
Senior unsecured BBB+ Baal BBB+
Ratings outlook Negative Negative Negative

These ratings are not a recommendation to buypsélbld any of our securities. Our credit ratimgay be subject to revision or withdra
at any time by the assigning rating organizatiow each rating should be evaluated independentingfother rating. We cannot ensure tt
rating will remain in effect for any given period time or that a rating will not be lowered or wdttawn entirely by a rating agency if, in
judgment, circumstances so warrant. A downgradermgative outlook provided by the rating agencasgdd result in the following

e our access to the commercial paper market mayrbigeti, and if we were downgraded below investmaateg, our access to -
commercial paper market would likely be eliminated;

e the interest rates payable on our 2015 Notes add Rbtes would be increased, beginning at a dovdegkelow investment grac
however, in no event would the interest rate omegithe 2015 Notes or 2017 Notes be increased g than 2.00% above 2.375% .
2.875% per annum, respectively, and the interéss an the 2015 Notes and 2017 Notes may alsojbsted downward for debt rati
upgrades subsequent to any debt rating downgradesdy not be adjusted below 2.375% and 2.875%upeum;

e we may be required to pay a higher interest rafatime financings

e our potential pool of investors and funding sountey decreas

e regulators may impose additional capital and otkguirements on us, including imposing restrictionsthe ability of our regulat
subsidiaries to pay dividends; and

e our business relationships may be adversely img:

67




Table of Contents

Our Revolving Credit Facility contains certain coaats that, among other things, limit or restriat ability to sell or transfer assets
merge or consolidate with another company, gramtaice types of security interests, incur certaipety of liens, impose restrictions
subsidiary dividends, enter into sale and leasebacisactions, or incur certain subsidiary leveleintedness, subject to certain exceptions
notes are subject to similar covenants exceptdhigtthe 2016 Notes, 2020 Notes and the 2036 Nmiagin covenants limiting or restricti
subsidiary indebtedness and none of our notesulifect to a covenant that limits our ability to ioge restrictions on subsidiary dividends.
Revolving Credit Facility requires us to maintaincansolidated adjusted EBITDA interest coveragdoraf greater than 2:1 (ratio
consolidated adjusted EBITDA, defined as net incqius the sum of (a) interest expense, (b) incoameeikpense, (c) depreciation expe
(d) amortization expense, (e) any other wash deductions, losses or changes made in detegnitet income for such period ¢
(f) extraordinary losses or charges, minus extiaargt gains, in each case determined in accordavitte accounting principles genere
accepted in the United States of America for sumtiog, to interest expense) for each period cormgrithe four most recent consecutive fi
quarters. Our consolidated interest coverage vedi® 9:1 for the year ended December 31, 2012 .

For the year ended December 31, 2002 were in compliance with our debt covenantsidiation of our debt covenants could impair
ability to borrow and outstanding amounts borrowedld become due, thereby restricting our ability$e our excess cash for other purposes

Cash Priorities
Liquidity

Our objective is to maintain strong liquidity anccapital 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 cgstisshases of property and equipment and purchesgdeveloped software w268.:
million , $162.5 million and $113.7 million in 20122011 and 2010 respectively. Amounts paid for new and reneweehagontracts va
depending on the terms of existing contracts a$ aglthe timing of new and renewed contract sigair@ther capital expenditures dut
2012, 2011 and 2010 included investments in darimmation technology infrastructure and purchasedl @eveloped software.

Acquisition of Businessi

On November 7, 2011, we acquired TGBP from Travéleldings Limited for cash consideration of £596liom ( $956.5 million), net o
a final working capital adjustment which resultedai return of £15 million ( $24.1 milliohof purchase consideration in the third quartt
2012. In connection with the July 5, 2011 purchageeement, on May 4, 2012, we also acquired thachrassets of TGBP for c:
consideration of £3 million ($4.8 million) afteragiving regulatory approval.

On October 31, 2011, we acquired the remaining T@%rest in Finint, one of our largest money trensigents in Europe, for ci
consideration of €99.6 million ($139.4 million). Videeviously held a 30% equity interest in Finint.

On April 20, 2011, we acquired the remaining 70%efiest in Costa, one of our largest money tranafgnts in Europe, for ce
consideration of €95 million ($135.7 million). Wegpiously held a 30% equity interest in Costa.

Share Repurchases and Dividends
During the years ended December 31, 2012 , 20112846 , 51.0 million , 40.3 million and 35.6 miltiq respectively, of shares w:
repurchased for $771.9 million , $800.0 million &B&B4.5 million , respectively, excluding commissoat an average cost of $15.119.8:

and $16.44 per share, respectively. As of Decel@bep012 , $393.6 millionemains available under share repurchase authionsagpprove
by our Board of Directors through December 31, 2013
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During 2012, our Board of Directors declared a tgréy cash dividend of $0.125 per common sharehanfourth quarter and $0.10
common share in each of the first three quartgreesenting $254.2 milliom total dividends. During 2011, our Board of Diters declare
quarterly cash dividends of $0.08 per common slareach of the last three quarters and $0.07 gpenmon share in the first qual
representing $194.2 million in total dividends. Dgr the year ended December 31, 2010, our BoarBictors declared quarterly ci
dividends of $0.07 per common share in the foutthrtgr and $0.06 per common share in each of thetfiree quarters representing $1
million in total dividends. These amounts were paidhareholders of record in the respective quénedividend was declared, except for
September 2012, 2011 and 2010 declared dividerfushwvere paid in October 2012, 2011 and 2010 eetsyely.

On February 21, 2013, our Board of Directors deda quarterly cash dividend of $0.125 per comst@re payable on March 29, 2013 .
Debt Service Requiremer

Our 2013 debt service requirements will include G80million of our floating rate notes maturing harch 2013, payments on futi
borrowings under our commercial paper programnif,aand interest payments on all outstanding iretiiss. We have the ability to
existing financing sources, including our Revolvi@gedit Facility or commercial paper program, amdlg including cash generated fi
operations and proceeds from our 2015 and 201 dWworgs to meet our debt obligations as they conee du

Our ability to continue to grow the business, makquisitions, return capital to shareholders, idiclg share repurchases and divide
and service our debt will depend on our abilitictmtinue to generate excess operating cash througbperating subsidiaries and to cont
to receive dividends from those operating subsiesaour ability to obtain adequate financing and ability to identify acquisitions that ali
with our long-term strategy.

Off-Balance Sheet Arrangements
Other than facility and equipment leasing arrangemalisclosed in Part Il, Item &inancial Statements and Supplementary Data
Note 12,“Operating Lease Commitments,” we have no matariibalance sheet arrangements that have or are rddgdikaly to have

material current or future effect on our finanaahdition, revenues or expenses, results of opargtiiquidity, capital expenditures or cag
resources.
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Pension Plan

We have one frozen defined benefit pension planwfiich we had recorded unfunded pension obligation$102.1 million an&112."
million as of December 31, 2012 and 2011 , respelsti In both years ended December 31, 2012 and 204e made contributions
approximately $25 million to the Plan, includingdietionary contributions of $5 million and $3 naifi , respectively. We will be required
fund approximately $23 million to the Plan in 2013.

Our most recent measurement date for our pensim whs December 31, 201Zhe calculation of the funded status and netopié
benefit income is dependent upon two primary assioemg 1) expected long-term return on plan asseid;2) discount rate.

We employ a building block approach in determinihg long-term rate of return for plan assets. Hist markets are studied and long
term historical risk, return, and co-variance fielahips between equities, fixécome securities, and alternative investmentscarssidere
consistent with the widely accepted capital magkétciple that assets with higher volatility gertera greater return over the long run. Cui
market factors such as inflation and interest ratesevaluated before lortgrm capital market assumptions are determinedsi@eration i
given to diversification, réalancing and yields anticipated on fixed incomeuséies held. Historical returns are reviewed witthe context ¢
current economic conditions to check for reasomssde and appropriateness. We then apply this gai@st a calculated value for our [
assets. The calculated value recognizes changée ifair value of plan assets over a five-yearquerDur expected lontgrm return on ple
assets was 7.00% for 2012 and 2011 . The expeatgdtérm return on plan assets is 7.00% for 205B30fADecember 31, 201, 2ension pla
target allocations were approximately 15% in eqintyestments, 60% in debt securities and 2B%ilternative investment strategies (e.g. h
funds, royalty rights and private equity funds).dge fund strategy types include, but are not lichite commodities/currencies, equity long
short, relative value, multi-strategy, event drivand globaimacro. The Plan holds derivative contracts direathych consist of interest r¢
swap agreements, under which the Plan is comntitt@ady a short-term LIBORased variable interest rate in exchange for alfingerest ral
based on five and teyear maturities. Additionally, derivatives are héidirectly through funds in which the Plan is isted. Derivatives a
used by the Plan to help reduce the Plan's expdsunerest rate volatility and to provide an dtidial source of return. Cash held by the
is used to satisfy margin requirements on the déxigs. Investment risk is measured and monitoredr ongoing basis through quart
investment portfolio reviews, annual liability measments, and periodic asset and liability studies.

The discount rate assumption is set based on teeatawhich the pension benefits could be settiéecevely. The discount rate
determined by matching the timing and amount oicgrated payouts under the Plan to the rates frorA& spot rate yield curve. The curve
derived from AA bonds of varying maturities. Theabunt rate assumption for our benefit obligati@as\8.03% and 3.72% as@écember 3:
2012 and 2011 , respectively. A 100 basis poinhgkao both the discount rate and Idegn rate of return on plan assets would not hi
material impact to our annual pension expense.
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Contractual Obligations

The following table summarizes our contractual gdions to third parties as of December 31, 284@ the effect such obligations
expected to have on our liquidity and cash flowRitnre periods (in millions):

Payments Due by Period

Total Less than 1 Year 1-3 Years 3-5 Years After 5 Years

Items related to amounts included on our balaneetsh
Borrowings, including interest (a) $ 5749.¢ $ 486.¢ $ 1067« $ 1,731t $ 2,463
IRS Agreement (b) 100.( 100.( — — —
Estimated pension funding (c) 67.2 22.€ 39.2 5.k —
Unrecognized tax benefits (d) 123.% — — — —
Foreign currency and interest rate derivative amtr (e) 86.1 80.¢ 3 — —
Other (f) 24.¢ 20.1 3.¢ 0.¢ —

Other Contractual Obligations:

Purchase obligations (g) 90.t 457 427 2.1 —
Operating leases 149.5 40.: 55.4 32.¢ 21.1
$ 6,391¢ $ 796.. $ 1,213¢ $ 1,773 $ 2,484.(¢

(&) We have estimated our interest payments based tre(assumption that no debt issuances or renavillsccur upon the maturity dat
of our notes, and (ii) an estimate of future indérates on our interest rate swap agreements basgjected LIBOR rates.

(b) In December 2011, we reached an agreement withRBeresolving substantially all of the issues mdato the restructuring of o
international operations in 2003. As a result & RS Agreement, we made cash payments to the lBSarious state tax authorities
$92.4 million during 2012 and expect to make paytsen approximately $100 million during 2013 to eothe remaining portion of tl
additional tax and interest.

(c) We have estimated our pension plan funding requergs) including interest, using assumptions thatcansistent with current pensi
funding rates. The unfunded pension liability irtgd in “Other liabilitiesin our Consolidated Balance Sheets is the press#ue\of the
estimated pension plan funding requirements disdabove. The actual minimum required amounts gaah will vary based on tt
actual discount rate and asset returns when thdrfgmequirement is calculated.

(d) Unrecognized tax benefits include associated istesad penalties. The timing of related cash paysnfor substantially all of the:
liabilities is inherently uncertain because thémite amount and timing of such liabilities is atfed by factors which are variable ¢
outside our control.

(e) Represents the liability position of our foreignreuncy and interest rate derivative contracts aPefember 31, 2012, which w
fluctuate based on market conditions.

()  This line item relates to accrued and unpaitdl payments for new and renewed agent contiextsf December 31, 2012.

(g) Many of our contracts contain clauses that allowtaugerminate the contract with notice and witheartination penalty. Terminatic
penalties are generally an amount less than tlgénatiobligation. Obligations under certain contsaare usagbased and are, therefa
estimated in the above amounts. Historically, weehaot had any significant defaults of our conwmattobligations or incurre
significant penalties for termination of our cormtizal obligations.
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Other Commercial Commitments

We had approximately $100 million outstanding letters of credit and bank guarantee of December 31, 2012 with expiration ¢
through 2016, the majority of which contain a gmar renewal option. The letters of credit and bgolrantees are primarily held
connection with lease arrangements and certaintaagmreements. We expect to renew the letters afitcend bank guarantees prior
expiration in most circumstances.

Critical Accounting Policies and Estimates

Management's discussion and analysis of resultg@fations and financial condition is based onammsolidated financial statements
have been prepared in accordance with accountiimgiples generally accepted in the United Stateduwmkrica. The preparation of the
consolidated financial statements requires thatagament make estimates and assumptions that #ffecimounts reported for reveni
expenses, assets, liabilities and other relatedlodisres. Actual results may or may not differ frimese estimates. Our significant accour
policies are discussed in Part Il, ItemF&hancial Statements and Supplementary Dhliate 2, “Summary of Significant Accounting Policies

Our critical accounting policies and estimatescdbed below, are very important to the portrayfabor financial condition and our rest
of operations and applying them requires our mamage to make difficult, subjective and complex jodEnts. We believe that 1
understanding of these key accounting policies estimates is essential in achieving more insigti mur operating results and finan
condition.

Description Judgments and Uncertainties Effect if Actual Results Differ from Assumptions

Income Taxes

Reinvestment of foreign earnings

Income taxes, as reported in our consolid
financial statements, represent the net am
of income taxes we expect to pay to var
taxing jurisdictions in connection with g
operations. We provide for income ta
based on amounts that we believe we
ultimately owe after applying the requir
analyses and judgments.

With respect to earnings in certain fore
jurisdictions, we have provided for inco
taxes on such earnings at a more favor
income tax rate than the combined Un
States federal and state income tax

because we expect to reinvest these ear
outside of the United States indefinitely.

No provision has been made for United St
federal and state income taxes on certain o
outside tax basis differences, which primg
relate to accumulated foreign earnings
approximately $4.4 billion as of December
2012, which we expect to reinvest outside
United States indefinitely.

Upon distribution of these earnings to
United States in the form of actual
constructive dividends, we would be subjed
United States income taxes (subject to
adjustment for foreign tax credits), state inc
taxes and possible withholding taxes payab
various foreign countries which could result
material impact to our financial conditig
results of operations and cash flows in
period such distribution occurre
Determination of the amount of unrecogniz
deferred United States tax liability is |
practicable because of the complexi
associated with its hypothetical calculation.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ from Assumptions

Income tax contingencies

We recognize the tax benefit from
uncertain tax position only when it is m
likely than not, based on the technical mé
of the position, that the tax position will
sustained upon examination, including
resolution of any related appeals or litigat
The tax benefits recognized in
consolidated financial statements from su
position are measured as the largest be
that has a greater than fifty percent likelih
of being realized upon ultimate resolution.

We have established contingency reserve
a variety of material, known tax exposu
Our tax reserves reflect our judgment as td
resolution of the issues involved if subjec
judicial review or other settlement. While
believe our reserves are adequate to ¢
reasonably expected tax risks, there can K
assurance that, in all instances, an issue
by a tax authority will be resolved at
financial cost that does not exceed our rel
reserve. With respect to these reserves,
income tax expense would include (i)

changes in tax reserves arising from mat
changes during the period in the facts
circumstances  (i.e., new informatig
surrounding a tax issue and (ii) any differe
from our tax position as recorded in
consolidated financial statements and the
resolution of a tax issue during the period.

Pursuant to the tax allocation agreen
signed in connection with the Spaff from
First Data, we believe we have appropria
apportioned the taxes between First Data

us.

Our tax contingency reserves for our unce
tax positions as of December 31, 2012
$111.9 million, including accrued interest §
penalties, net of related benefits. While

believe that our reserves are adequate to

reasonably expected tax risks, in the event|
the ultimate resolution of our uncertain

positions differs from our estimates, we may
exposed to material increases in income
expense, which could materially impact

financial condition, results of operations :
cash flows.

If we are required to indemnify First Data
taxes incurred as a result of the Spffi-being
taxable to First Data, it likely would have
material adverse effect on our busin
financial condition, results of operations
cash flows.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ from Assumptions

Derivative Financial Instruments

We use derivatives to (a) minimize

exposures related to changes in for
currency exchange rates and interest rate
(b) facilitate crossurrency Busines
Solutions payments by writing derivatives
customers. We recognize all derivativeg
“Other assets” and “Other liabilitiesth our
Consolidated Balance Sheets at their
value. Certain of our derivative arrangems
are designated as either cash flow hedgg
fair value hedges at the time of inception,
others are not designated as accoul
hedges.

Cash Flow hedgesCash flow hedges cons
of foreign currency hedging of forecas
revenues, as well as hedges of the forec
issuance of fixed rate debt. Derivative

value changes that are captured

accumulated other comprehensive loss
reclassified to earnings in the same perio
periods the hedged item affects earnings
the extent the change in the fair value of
instrument is effective in offsetting the cha
in fair value of the hedged item. The porti
of the change in fair value that are eif
considered ineffective or are excluded fi
the measure of effectiveness are recogr
immediately in Derivative gains/(losses
net.”

Fair Value hedges Fair value hedges cong
of hedges of fixed rate debt, through inte|
rate swaps. The changes in fair value of t
hedges, along with offsetting changes in
value of the related debt instrument,
recorded in interest expense.

The accounting guidance related to derive
accounting is complex and contains s
documentation requirements.

The details of each designated hed
relationship must be formally documenteq
the inception of the arrangement, including
risk management objective, hedging strat
hedged item, specific risks being hedged,
derivative instrument, how effectiveness
being assessed and how ineffectivenes
any, will be measured. The derivative mus
highly effective in offsetting the changes
cash flows or fair value of the hedged it
and effectiveness is evaluated quarterly

retrospective and prospective basis.

If the hedge is no longer deemed effective
discontinue applying hedge accounting to
relationship prospectively.

While we expect that our derivative instrume
that currently qualify for hedge accounting \
continue to meet the conditions for he
accounting, if hedges do not qualify for he
accounting, the changes in the fair value of
derivatives used as hedges would be reflect
earnings which could have a significant imy
on our reported results.

As of December 31, 2012, the cumulative

tax unrealized losses classified wit
accumulated other comprehensive loss f
such cash flow hedges that would be refle
in earnings if our hedges were disqualified f
hedge accounting was $33.7 million.

As of December 31, 2012, the cumulative {
adjustments from our fair value hedges
would be reflected in earnings if such heg
were disqualified from hedge accounting ws:
$20.2 million gain.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ from Assumptions

Other Intangible Assets

We capitalize acquired intangible assets
well as certain initial payments for new 4
renewed agent contracts and software.

We evaluate such intangible assets
impairment on an annual basis and when
events or changes in circumstances ind
the carrying amount of such assets may n
recoverable. In such reviews, estimg
undiscounted cash flows associated with t
assets or operations are compared with
carrying amounts to determine if a wrdewn
to fair value (normally measured by
present value technique) is required.

The capitalization of initial payments for n
and renewed agent contracts is subject to
accounting policy criteria and requi
management judgment as to the amour
capitalize and the related period of ben
Our accounting policy is to limit the amol
of capitalized costs for a given agent cont
to the lesser of the estimated future cash f
from the contract or the termination fees
would receive in the event of early terminal
of the contract.

The estimated undiscounted cash fl
associated with each asset requires us to
estimates and assumptions, including, an
other things, revenue growth rates,

operating margins based on our budgets

business plans.

Disruptions to contractual relationshi
significant declines in cash flows or transac
volumes associated with contracts, or 0
issues significantly impacting the future c
flows associated with the contract would c38
us to evaluate the recoverability of the asset]

If an event described above occurs and ca
us to determine that an asset has been imp
that could result in an impairment charge.

The net carrying value of our other intang
assets as of December 31, 2012 was $¢§
million.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ from Assumptions

Goodwill Impairment Testing

An impairment assessment of goodwill

conducted annually at the reporting unit level.s|
assessment of goodwill is performed
frequently if events or changes in circumsta
indicate that the carrying value of the goodwillyn
not be recoverable.

Reporting units are driven by the level at wh
management reviews segment operating resul
some cases, that level is the operating segme
in others it is one level below the opera
segment.

Our impairment assessment begins with
qualitative assessment to determine whether
more likely than not that the fair value of
reporting unit is less than its carrying value.
initial qualitative assessment includes compa3
the overall financial performance of the repor
units against the planned results. Additionallyte
reporting unit's fair value is assessed under ice
events and circumstances, inclug
macroeconomic conditions, industry and ma
considerations, cost factors, and other relg
entity-specific events.

If it is determined in the qualitative assessmaéat|
it is more likely than not that the fair value o
reporting unit is less than its carrying value,nt
the standard twstep quantitative impairment t
is performed. First, the fair value of the repay
unit is calculated or determined using discou
cash flows and is compared to its carrying valfi
the first step indicates the carrying value exc
the fair value of the reporting unit, then the sef]
step is required. The second step is to deterrig
implied fair value of a reporting unit's goodwily
allocating the determined fair value to all
reporting unit's assets and liabilities, includigy,
unrecognized intangible assets, as if the repg
unit had been acquired in a business combina
The remaining fair value of the reporting unit|
any, is deemed to be the implied fair value off
goodwill and an impairment is recognized in
amount equal to the excess of the carrying anf
of goodwill above its implied fair value.

The determination of the reporting units and w
reporting units to include in the qualitat
assessment requires significant judgment. Als
of the assumptions used in the qualita
assessment require judgment.

For the quantitative goodwill impairment test,
calculate the fair value of reporting units thro
discounted cash flow analyses which require U
make estimates and assumptions including, a
other items, revenue growth rates, opers
margins, and capital expenditures based on|
budgets and business plans which take into ac
expected regulatory, marketplace, and d
economic factors.

We could be required to evaluate the recoveral
of goodwill if we experience disruptions to

business, unexpected significant declines in o
results, a divestiture of a significant componefi
our business, or other triggering events. In aclj
as our business or the way we manage our bug
changes, our reporting units may also change.

If an event described above occurs and causes
recognize a goodwill impairment charge, it wa
impact our reported earnings in the period 3
charge occurs.

The carrying value of goodwill as of December
2012 was $3,179.7 million which represen
approximately 34% of our consolidated assets. 4
December 31, 2012, goodwill of $1,947.7 mill
and $996.0 million resides in our Consumer
Consumer and Business Solutions reporting U
respectively. The remaining $236.0 million reside
multiple reporting units which are included in eit
our Consumer-to-Business segment or Other.

For the reporting units that comprise Consume
Consumer, Consumer-8dsiness, and Other, t
fair value of the businesses greatly exceed
carrying amounts.

For our Business Solutions reporting unit, whicts
recently acquired between 2009 and 2011, a ds
in estimated fair value of approximately 10% cd
occur before triggering an impairment of goody
We believe the primary assumptions impacting
Business Solutions impairment valuation ana
relate to projected revenue and EBITDA marg
For example, a decrease of 200 basis points i
tenyear projected compound annual growth rat
either revenue or EBITDA margin, assuming
other elements of the cash flow model ren
unchanged, would result in such decline.

We have not recorded any goodwill impairmg

during the three years ended December 31, 2012.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ from Assumptions

Acquisitions - Purchase Price Allocation

We allocate the purchase price of an acql
business to its identifiable assets and liabil
based on estimated fair values. The exce
the purchase price over the amount alloc
to the identifiable assets less liabilities
noncontrolling interests is recorded
goodwill.

For most acquisitions, we engage out
appraisal firms to assist in the fair va
determination of identifiable intangible asg
such as agent networks, custo
relationships, tradenames and any O
significant assets or liabilities. We adjust
preliminary purchase price allocation,
necessary, after the acquisition closing
through the end of the measurement perid
one year or less as we finalize valuationg

the assets acquired and liabilities assumed.

Purchase price allocations requ
management to make assumptions and 4
judgment to estimate the fair value of acqu
assets and liabilities. Management estim
the fair value of assets and liabilities prima
using discounted cash flow and replacen
cost analyses.

During the last three years, we completed
following acquisitions:

- We acquired TGBP for $961.3 million.

- We acquired Finint for total value of $18°
million.

- We acquired Costa for total value of $18
million.

See Part Il, Item 8Financial Statements ar
Supplementary Data Note 3, “Acquisitions,”
of this Annual Report on Form 1K for more
information related to the purchase pi
allocations for acquisitions completed dur
the last three years.

If estimates or assumptions used to comy
the initial purchase price allocation and estin
the fair value of acquired assets and liabili
significantly differed from assumptions made
the final valuation, the allocation of purch:
price between goodwill and intangibles co
significantly differ. Such a difference woL
impact future earnings through amortizat
expense of these intangibles. In addition
forecasts supporting the valuation of
intangibles or goodwill are not achievt
impairments could arise, as discussed furthi
“Goodwill Impairment Testing” and Other
Intangible Assets” above. For all of ou
acquisitions during the three years en
December 31, 2012, goodwill of $1,03:
million and intangibles of $430.4 million we
recognized.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We are exposed to market risks arising from changesarket rates and prices, including change®iain currency exchange rates
interest rates and credit risk related to our agant customers. A risk management program isasicegio manage these risks.
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Foreign Currency Exchange Rates

We provide Consumer-to-Consumer money transfericgsn more than 20€ountries and territories. We manage foreign exghars}
through the structure of the business and an adtskemanagement process. We settle with the vagbnity of our agents in United Sta
dollars or euros. However, in certain circumstaneessettle 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 currer
exposure that does exist is limited by the fact tha majority of transactions are paid within 2uts after they are initiated. To mitigate
risk further, we enter into shotrm foreign currency forward contracts, generallth maturities from a few days up to one monthpffse
foreign exchange rate fluctuations between traimadnitiation and settlement. We also utilize figre currency forward contracts, typice
with terms of less than one year at inception,fteet foreign exchange rate fluctuations on cerfaigign currency denominated cash positi
In certain consumer money transfer and BusinesstiBos 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 protectgainst currency fluctuations. We promptly buy aedl foreign currencies as necessal
cover our net payables and receivables which awverdamated 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 aasediforeign exchange risk management due to theenaf our Business Solutic
business. The majority of this business' revenukoi exchanges of currency at the spot rate emghduistomers to make crosgrrenc
payments. In certain countries, this business aistes foreign currency forward and option contsafdr our customers to facilitate futi
payments. The duration of these derivative corgrattinception is generally less than one yearir®gs Solutions aggregates its fort
exchange exposures arising from customer contrextisiding the derivative contracts described abarel hedges the resulting net curre
risks by entering into offsetting contracts withiaddished financial institution counterparties. Taeeign exchange risk is actively managed.

As of December 31, 2012 and 2014 hypothetical uniform 10% strengthening or weskg in the value of the United States dc
relative to all other currencies in which our ptefare generated would have resulted in a decieassse to préax annual income
approximately $34 million and $33 million, respeety, based on our forecast of ConsumeGtmsumer unhedged exposure to for
currency at those dates. There are inherent liimitatin this sensitivity analysis, primarily due ttee assumption that foreign exchange
movements are linear and instantaneous, that thedgred exposure is static, and that we would ndgéany additional exposure. As a re
the analysis is unable to reflect the potentiad&f of more complex market changes that coul@ ankich may positively or negatively aff
income.

Interest Rates

We invest in several types of interest-bearingtasséth a total value as of December 31, 201%3.1 billion. Approximately $2.1 billic
of these assets bear interest at floating ratesientherefore sensitive to changes in interessrathese assets primarily include money m
funds and state and municipal variable rate seesré&nd are included in our Consolidated Balanaethwithin “Cash and cash equivalents
and “Settlement assetsTo the extent these assets are held in connectitnmaoney transfers and other related payment cesvawaitin
redemption, they are classified as “Settlementtasdearnings on these investments will increase andedse with changes in the underly
short-term interest rates.

Substantially all of the remainder of our interbstring assets consist of highly-rated state ancdigipal debt securities which are fixed-
rate instruments. These investments may includesimvents made from cash received from our monesfea business and other rele
payment services awaiting redemption classifiedhiwit Settlement assetsh the Consolidated Balance Sheets. As interessmse, the fa
value of these fixed-rate interdstaring securities will decrease; conversely, aadse to interest rates would result in an incréadbe fai
values of the securities. We have classified thegestments as available-for-sale within “Settleimassets”in the Consolidated Balar
Sheets, and accordingly, recorded these instrunagrtteeir fair value with the net unrealized gaam&l losses, net of the applicable defe
income tax effect, being added to or deducted foom‘Total stockholders' equity” on our Consolidh®alance Sheets.
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As of December 31, 2012 , we had $300.0 milliofl@éting notes, which had an effective interese rat 0.9%or 58 basis points aba
three-month LIBOR. Additionally, $800.0 million olr fixedrate borrowings at par value are effectively flogtrate debt through interest
swap agreements, changing this fixed-rate debtiB®OR-based floating rate debt, with weightaderage spreads of approximately 500 |
points above LIBOR. Borrowings under our commerpiaper program mature in such a short period ti@afihancing is effectively floatir
rate. There were no commercial paper borrowingstaotiing as of December 31, 2012 .

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 agéro 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 anptished primarily through the use of interest t@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 December 31,220our weighted-average effective rate was apprately 4.8% .

A hypothetical 100 basis point increase/decreasaterest rates would result in a decrease/incréag®etax income of approximate
$11 million annually based on borrowings on Decen®de 2012 and 2011respectively, that are sensitive to interest fhtetuations. Th
same 100 basis point increase/decrease in intatest, if applied to our cash and investment basion December 31, 2012 and 2@4t ar
sensitive to interest rate fluctuations, would hesu an offsetting benefit/reduction to pt&x income of approximately $21 million ¢
$18 million annually, respectively. There are irdmgrlimitations in the sensitivity analysis presshtprimarily due to the assumption -
interest rate changes would be instantaneous.rAsut, the analysis is unable to reflect the piaéeffects of more complex market chan
including changes in credit risk regarding our stweents, which may positively or negatively affeatome. In addition, the current mix
fixed versus floating rate debt and investmentstaedevel of assets and liabilities will changesiotime. We will also be further impacted
changes to future interest rates as we refinancdeht or by reinvesting proceeds from the salmaturity of our investments.

Credit Risk

Our interest earning assets include investmentrgiesy substantially all of which are hightgted state and municipal debt securi
which are classified in “Settlement assets” andbanted for as available-faale securities, and money market fund investmeviigsh are
classified in “Cash and cash equivalents.” As ot@&maber 31, 2012, the majority of our investmenusées had credit ratings of “AA-br
better from a major credit rating agency.

To manage our exposures to credit risk with respeatvestment 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 c
investment level in any individual money marketduin no more than $100 million.

We are also exposed to credit risk related to vat@é 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 therefersuject to “chargebacksyisufficien
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 &wiat business relating to: (a) derivatives written 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. Tatigate risk, we perform credit reviews of the ttuser on an ongoing basis, and, for
derivatives, we may require certain customers st pollateral or increase collateral based on dlirevelue of the customer's contract and
risk profile.

Our losses associated with bad debts have beethbs4 % of our revenues in all periods presented.
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All other financial statement schedules for The WesUnion Company have been omitted since theimedjinformation is not present
not present in amounts sufficient to require sulsiois of the schedule, or because the informatiguired is included in the respect
consolidated financial statements or notes thereto.
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Management's Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahporting as defined in Rule 13a-1-

(f) under the Securities Exchange Act of 1934. THestern Union Company's (“Western Union” or the figg@ny”) internal control ove
financial reporting is designed to provide reasté@alssurance regarding the reliability of financegporting and the preparation of consolid
financial statements for external purposes in ataoece with generally accepted accounting principlésstern Union's internal control o
financial reporting includes those policies andcedures that (i) pertain to the maintenance ofrdcthat, in reasonable detail, accurately
fairly reflect the transactions and dispositionsoof assets; (ii) provide reasonable assurancetthasactions are recorded as necesse
permit preparation of financial statements in adaoce with generally accepted accounting princjesl that receipts and expenditures
being made only in accordance with authorizatidhgunr management and Board of Directors; and (fiigvide reasonable assurance regal
prevention or timely detection of unauthorized asition, use, or disposition of our assets thatiddave a material effect on the consolid
financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also, projections
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in conditior
that the degree of compliance with the policieprocedures may deteriorate.

Management assessed the effectiveness of Westéon's/internal control over financial reporting @sDecember 31, 2012utilizing the
criteria set forth by the Committee of Sponsoringg&hizations of the Treadway Commission (COSO) riterhal Controlintegrate:
Framework. Based on the results of its evaluation Company's management concluded that as of Drre3i, 2012 the Company's interr
control over financial reporting is effective. Wexst Union's internal control over financial repogias of December 31, 20bhas been audit:
by Ernst & Young LLP, Western Union's independesdistered public accounting firm, as stated inrtlagfiestation report included in t
Annual Report on Form 10-K.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of The \&testUnion Company

We have audited The Western Union Company's inteorgrol over financial reporting as of Decembér 2012, based on criteria establist
in Internal Controlntegrated Framework issued by the Committee ofnSpong Organizations of the Treadway Commissidre (€OS(
criteria). The Western Union Company's managengergsponsible for maintaining effective internahtrol over financial reporting, and for
assessment of the effectiveness of internal comivel financial reporting included in the accomgagyManagement's Report on Intel
Control Over Financial Reporting. Our responsipilit to express an opinion on the company's intermatrol over financial reporting based
our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, testing and etiafuthe design and operating effectiveness ofriratiecontrol based on the assessed risk
performing such other procedures as we considezeessary in the circumstances. We believe thahadit provides a reasonable basis fol
opinion.

A company's internal control over financial repogtis a process designed to provide reasonableamssuregarding the reliability of financ
reporting and the preparation of financial stateimidor external purposes in accordance with gelyeealcepted accounting principles
company's internal control over financial reportingludes those policies and procedures that (ftpimeto the maintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseottimpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withosizations of management :
directors of the company; and (3) provide reasanasisurance regarding prevention or timely deteatiounauthorized acquisition, use
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause ahanges in conditions, or tl
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, The Western Union Company maintdjni@ all material respects, effective internal ttohover financial reporting as
December 31, 2012 , based on the COSO criteria.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolids
balance sheets of The Western Union Company aseoémber 31, 201and 2011, and the related consolidated stateméritcc@me an
comprehensive income, cash flows, and stockholéersty for each of the three years in the periodeel December 31, 20Ehd our repo
dated February 22, 2013 expressed an unqualifisdoopthereon.

/sl Ernst & Young LLP
Denver, Colorado
February 22, 2013
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of The \&testUnion Company

We have audited the accompanying consolidated balaheets of The Western Union Company as of DeeeBih 2012and 2011, and tl
related consolidated statements of income and celmepisive income, cash flows, and stockholderstedoi each of the three years in
period ended December 31, 201@ur audits also included the financial statensafitedule listed in the Index at Item 15(a). Thésantia
statements and schedule are the responsibilithefQompany's management. Our responsibility isxfiress an opinion on these finan
statements and schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to obtaasonable assurance about whether the finastiééments are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material resped® tonsolidated financial position of 1
Western Union Company at December 31, 284& 2011, and the consolidated results of its djp@and its cash flows for each of the tl
years in the period endeDecember 31, 2012 in conformity with U.S. generally accepted acdinm principles. Also, in our opinion, t
related financial statement schedule, when consitler relation to the basic financial statemenitetiaas a whole, presents fairly in all mate
respects the information set forth therein.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), The Western Ur
Company's internal control over financial reportiag of December 31, 2012 , based on criteria éstedol in Internal Contrditegrate:
Framework issued by the Committee of Sponsoringa@iimgtions of the Treadway Commission and our ttegated February 22, 201
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Denver, Colorado
February 22, 2013
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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/(losses), net
Other income, 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

THE WESTERN UNION COMPANY

Consolidated Statements of Income
(in millions, except per share amounts)

Year Ended December 31,

2012 2011 2010
$ 4,210.( 4,220 $ 4,055
1,332 1,151 1,018.¢
122.1 120. 118.¢
5,664.¢ 5,491« 5,192.]
3,194.. 3,102.( 2,978.¢
1,140.¢ 1,004.¢ 914.:
4,334.¢ 4,106.- 3,892.¢
1,330.( 1,385.( 1,300.
5.5 5.2 2.6
(179.6) (181.9) (169.9)
0. 14.C (2.5)
12.4 52.: 14.7
(161.9) (110.9) (154.9)
1,168.¢ 1,274 1,145.:
142.¢ 109.. 235.:
$ 1,025.¢ 1,165.. $ 909.¢
$ 1.7¢ 1.85 $ 1.37
$ 1.6¢ 1.84 $ 1.3¢
604.¢ 630.¢ 666.5
607. 634.. 668.¢
$ 0.42¢ 031 $ 0.2t

* As further described in Note 5, total expensedlide amounts for related parties of $95.0 milli&190.7 million and $236.4 million for the
years ended December 2012, 2011 and 2010, resplgctiv

See Notes to Consolidated Financial Statements.
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THE WESTERN UNION COMPANY

Consolidated Statements of Comprehensive Income

(in millions)
Year Ended December 31,
2012 2011 2010
Net income $ 1,025.¢ $ 1,165.. $ 909.¢
Other comprehensive income/(loss):
Unrealized gains/(losses) on investment securities:
Unrealized gains/(losses) 9.¢ 9.7 (0.5
Tax (expense)/benefit 3.7 (3.6) 0.1
Reclassification of gains into earnings (5.9 (6.9 4.7
Tax expense 2.1 2.€ 1.
Net unrealized gains/(losses) on investment séesirit 2.8 1.8 3.3
Unrealized gains/(losses) on hedging activities:
Unrealized gains/(losses) (20.7) (5.2 15.¢
Tax benefit 3.1 5.€ 0.7
Reclassification of (gains)/losses into earnings (9.9 33.C (23.0
Tax expense/(benefit) (0.2 (6.4) 1.€
Net unrealized gains/(losses) on hedging activities (27.0) 27.C (4.9
Foreign currency translation adjustments:
Foreign currency translation adjustments (4.6) 3.7 8.4
Tax (expense)/benefit 2.4 1.7 (1.9
Net foreign currency translation adjustments (2.2 (2.0 6.€
Defined benefit pension plan:
Unrealized losses (20.5) (28.9 (13.9)
Tax benefit 6.2 10.€ 5.¢
Reclassification of losses into earnings 10.t 8.1 6.2
Tax benefit (3.9 (3.3 (2.9
Net defined benefit pension plan adjustments (7.7 (12.5) (3.9
Total other comprehensive income/(loss) (34.]) 14.5 (5.5
Comprehensive income $ 991.¢ $ 1179.  $ 904.4

See Notes to Consolidated Financial Statements.
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THE WESTERN UNION COMPANY

Consolidated Balance Sheets
(in millions, except per share amounts)

December 31,

2012 2011
Assets
Cash and cash equivalents $ 1,776 $ 1,370.¢
Settlement assets 3,114.¢ 3,091.;
Property and equipment, net of accumulated degreciaf $384.5 and $429.7, respectively 196.1 198.1
Goodwill 3,179. 3,198.¢
Other intangible assets, net of accumulated anatioiz of $519.7 and $462.5, respectively 878.¢ 847.4
Other assets 319.¢ 363.
Total assets $ 9,465." $ 9,069.¢
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued liabilities $ 556.2 $ 535.(
Settlement obligations 3,114.¢ 3,091.:
Income taxes payable 218.c 302.¢
Deferred tax liability, net 352.1 389.7
Borrowings 4,029.: 3,583.:
Other liabilities 254.7 273.¢
Total liabilities 8,525.! 8,175.:
Commitments and contingencies (Note 6)
Stockholders’ equity:
Preferred stock, $1.00 par value; 10 shares autmiirno shares issued — —
Common stock, $0.01 par value; 2,000 shares aattirb72.1 shares and 619.4 shares issued and
outstanding as of December 31, 2012 and 2011, ctgply 5.7 6.2
Capital surplus 332.¢ 247.1
Retained earnings 754.7 760.(
Accumulated other comprehensive loss (152.¢) (118.9
Total stockholders’ equity 940.¢ 894.¢
Total liabilities and stockholders’ equity $ 9,465.7 $ 9,069.¢

See Notes to Consolidated Financial Statements.
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THE WESTERN UNION COMPANY

Consolidated Statements of Cash Flows
(in millions)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cashigenl by operating activities:
Depreciation
Amortization
Deferred income tax (benefit)/provision
Gain on revaluation of equity interests (Note 3)
Other non-cash items, net

Increase/(decrease) in cash, excluding the efédasquisitions, resulting from changes in:

Other assets
Accounts payable and accrued liabilities
Income taxes payable (Note 10)
Other liabilities
Net cash provided by operating activities
Cash flows from investing activities
Capitalization of contract costs
Capitalization of purchased and developed software
Purchases of property and equipment
Acquisition of businesses, net of cash acquired€8)
Net proceeds from settlement of foreign curreneyézd contracts related to acquisitions
Proceeds from receivable for securities sold
Repayments of notes receivable issued to agents
Net cash used in investing activities
Cash flows from financing activities
Proceeds from exercise of options
Cash dividends paid
Common stock repurchased
Net (repayments of)/proceeds from commercial paper
Net proceeds from issuance of borrowings
Principal payments on borrowings
Net cash used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental cash flow information:
Interest paid
Income taxes paid (Note 10)
Non-cash exchange of 5.400% notes due 2011 foB%2%otes due 2020 (Note 15)

See Notes to Consolidated Financial Statements.
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Year Ended December 31,

2012 2011 2010

$ 1025¢ $ 1,165. $ 909.¢

61.7 61.C 61.f
184.. 131.€ 114.4
(35.2) 21.2 28.€

— (49.9) —
772 29. 37.¢
(27.5) (27.7) 28.1
9.2 (43.0 10.
(79.9) (62.9) (159.2)
(30.9) (51.2) (37.9
1,185.: 1,174.¢ 994
(174.9 (96.7) (35.0
(32.4) (13.0 (25.9)
(60.5) (52.5) (53.9)
10.C  (1,218.9) 4.7)
— 20 —

— — 36.¢

— — 16.
(258.5)  (1,360.) (64.6)
53.4 100.( 42.1
(254.2) (194.9) (165.9)
(766.5) (803.9) (581.9)
(297.0) 297.( —
742.¢ 696. 247.(
— (696.9) —
(521.) (601.7) (457.6)
405.¢ (786.5) 472.:
1,370.¢ 2,157.« 1,685.:

$ 1776! $ 1,370¢ $ 2,157.

$ 1818 $ 191 ¢  175¢
$ 2571 $ 144¢ $ 365«
$ — $ — $ 303.
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Consolidated Statements of Stockholders' Equity

(in millions)
Accumulated
Common Stock Retained Comgrtglfénsive Stoc-ll—(%toallders'
Shares Amount Capital Surplus Earnings Loss Equity
Balance, December 31, 2009 686. $ 6S $ 407 % 4332  $ 1279 $ 353.t
Net income — — — 909.¢ — 909.¢
Stock-based compensation and other — — 34.€ — — 34.¢
Common stock dividends — — — (165.9) — (165.9)
Repurchase and retirement of common shares (35.7) (0.9) — (586.2) — (586.¢)
Shares issued under stock-based compensation plans 3.2 — 44.1 — — 44.1
Tax adjustments from employee stock option plans — — (2.0 — — 2.0
Unrealized losses on investment securities, nebof — — — — (3.9 3.9
Unrealized losses on hedging activities, net of tax — — — — 4.9) (4.9
Foreign currency translation adjustment, net of tax — — — — 6.€ 6.€
Defined benefit pension plan liability adjustmemgt of tax — — — — (3.9) 3.9
Balance, December 31, 2010 654.( 6.5 117.¢ 591.¢ (132.9) 582.%
Net income — — — 1,165. — 1,165.-
Stock-based compensation — — 31.z — — 31z
Common stock dividends — — — (194.9) — (194.9)
Repurchase and retirement of common shares (40.5) (0.4 — (802.¢) — (803.2)
Shares issued under stock-based compensation plans 5.9 0.1 98.7 — — 98.¢
Tax adjustments from employee stock option plans — — (0.2 — — (0.2
Unrealized gains on investment securities, nedof t — — — — 1.8 1.€
Unrealized gains on hedging activities, net of tax — — — — 27.C 27.C
Foreign currency translation adjustment, net of tax — — — — (2.0) (2.0
Defined benefit pension plan liability adjustmemf of tax — — — — (12.5) (12.5)
Balance, December 31, 2011 619. 6.2 247.] 760.( (118.9) 894.¢
Net income — — — 1,025.¢ — 1,025.¢
Stock-based compensation — — 34.C — — 34.C
Common stock dividends — — — (254.2) — (254.2)
Repurchase and retirement of common shares (51.9) (0.5) — (777.0) — (777.5)
Shares issued under stock-based compensation plans 4.0 — 51.¢ — — 51.¢
Tax adjustments from employee stock option plans — — (0.2) — — (0.2)
Unrealized gains on investment securities, netwof t — — — — 2.8 2.€
Unrealized losses on hedging activities, net of tax — — — — (27.0 (27.0)
Foreign currency translation adjustment, net of tax — — — — (2.9) (2.2)
Defined benefit pension plan liability adjustmemf of tax — — — — (7.7) (7.7)
Balance, December 31, 2012 5721 % 57 % 332¢ % 7545 % (152.¢) $ 940.¢

See Notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Formation of the Entity and Basis of Presentatin

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 servicesauailable through a network of agent locations iorenthan 20@ountries and territorie
Each location in the Company’s agent network isabéof providing one or more of the Company’s &&w.

The Western Union business consists of the follgveagments:

» Consumer-to-Consumer - The ConsumeGtmsumer operating segment facilitates money teasgfetween two consumers, prime
through a network of third-party agents. The Conyfsamulti-currency, redme money transfer service is viewed by the Corgp
one interconnected global network where a monaystes can be sent from one location to anotheyratdhe world. This service
available for international cross-border transfetisat is, the transfer of funds from one countryahother -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 monesfera.

» 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. This segment consists of Uni&gsSbill payments, Pago Facil (bill payments ngextina), and international t
payments. The significant majority of the segmerti&enue was generated in the United States datimgeriods presented.

* Business Solutions - The Business Solutions aipgy 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 curegnitye spot rate which enables customers to medgscurrency payments.
addition, in certain countries, the Company writeeign currency forward and option contracts fastomers to facilitate futu
payments. Travelex Global Business Payments (“TGBRhich was acquired in November 2011 (see Notes3)néluded in thi
segment.

All businesses that have not been classified iratimve segments are reported as “Othed include the Company's money order, pre
services, mobile money transfer, and other busaseand services, in addition to costs for the itigason and closing of acquisitions.

The Company's previously reported segments weres@oar-toConsumer, Global Business Payments, and Other.ciibages in tf
Company's segment structure primarily relate tostyearation of the Global Business Payments segim&ntwo new reportable segme
Consumer-to-Business and Business Solutions. Adl gegment information has been reclassified lecethese new segments.

There are legal or regulatory limitations on tra@nshg certain assets of the Company outside ofcthntries where these assets
located, or these assets constitute undistribudediregs of affiliates of the Company accounted dader the equity method of account
However, there are generally no limitations on ulse of these assets within those countries. Adtditip, the Company must meet minim
capital requirements in some countries in ordem#intain operating licenses. As of December 31220he amount of net assets subje:
these limitations totaled approximately $305 miilio

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
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Spin-off from First Data

On January 26, 2006, the First Data Board of Dinescannounced its intention to pursue the distidlubf all of its money transfer a
consumer payments businesses and its interestiestern Union money transfer agent, as well asei@ed assets, including real est
through a tax-free distribution to First Data shailders (the “Spin-off”)Effective on September 29, 2006, First Data comepl¢he separatis
and the distribution of these businesses by didirily The Western Union Company common stock tcstFData shareholders (
“Distribution”). Prior to the Distribution, the Cgpany had been a segment of First Data.

Basis of Presentatiol

The financial statements in this Annual Report anrnfr 10K are presented on a consolidated basis and indlueleaccounts of tl
Company and its majority-owned subsidiaries. Adngficant intercompany transactions and accounis h&en eliminated.

Consistent with industry practice, the accompany@wnsolidated Balance Sheets are unclassified dubet shorterm nature of tt
Company'’s settlement obligations contrasted with@@mpany’s ability to invest cash awaiting setdairin long-term investment securities.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptedthie United States of Ameri
(“GAAP”) requires management to make estimates and assusptiat affect the amounts reported in the findnstatements at
accompanying notes. Actual results could diffenfrihese estimates.

Principles of Consolidatior

The Company consolidates financial results whérad both the power to direct the activities of atity that most significantly impact t
entity's economic performance and the ability tecab losses or the right to receive benefits ofethiity that could potentially be significan
the entity. The Company utilizes the equity metlobédccounting when it is able to exercise significefluence over the entity's operatic
which generally occurs when the Company has an shipeinterest of between 20% and 50% in an entity.

Earnings Per Share

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 ferpigriod. Unvested shares of restricted stock xckiéed from basic shares outstand
Diluted earnings per share reflects the potenilatidn that could occur if outstanding stock opi$oat the presented dates are exercise
shares of restricted stock have vested, usingréasiry stock method. The treasury stock methashass proceeds from the exercise pric
stock options, the unamortized compensation expandeassumed tax benefits of options and restrigtisek are available to acquire share
an average market price throughout the period tlaeifore, reduce the dilutive effect.

As of December 31, 2012 , 2011 and 2010 there 2@r& million , 17.1 million and 34.0 millionrespectively, 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 ofuléd weighted-average shares outstanding (in md)io

For the Year Ended December 31,

2012 2011 2010
Basic weighted-average shares outstanding 604.¢ 630.¢ 666.5
Common stock equivalents 2.t 3.€ 2.4
Diluted weighted-average shares outstanding 607.< 634.2 668.¢
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Fair Value Measurements

The Company determines the fair values of its asaetl liabilities that are recognized or discloaedair value in accordance with
hierarchy described below. The fair values of thgets and liabilities held in the Company's defibedefit plan trust (“Trust"are recognize
or disclosed utilizing the same hierarchy. Thedaihg three levels of inputs may be used to measirealue:

» Level 1: Quoted prices in active markets for identical aseetiabilities

» Level 2: Observable inputs other than Level 1 prices sudiuased prices for similar assets or liabilitiespted prices in markets tl
are not active, or other inputs that are observablean be corroborated by observable market a@ataubstantially the full term of t
assets or liabilities. For most of these assetsChmpany utilizes pricing services that use migtjgrices as inputs to determine d
market values. In addition, the Trust has otheestments that fall within Level 2 that are valuédet asset value which is not quc
on an active market; however, the unit price isebdasgn underlying investments which are traded oadive market. Further, the
investments have no redemption restrictions, addmgtions can generally be done monthly or quarteith required notice rangii
from one to 45 days.

« Level 3: Unobservable inputs that are supported by littl@@market activity and that are significant to fag value of the assets
liabilities. Level 3 assets and liabilities incluilems where the determination of fair value regsiisignificant management judgn
or estimation. The Company has Level 3 assetsatteatecognized and disclosed at fair value on araourring basis related to !
Company's business combinations, where the valugdntangible assets and goodwill acquired puechase are derived utilizi
one of the three recognized approaches: the mapgbach, the income approach or the cost approach.

Carrying amounts for many of the Company's findngiatruments, including cash and cash equivalesgs$tlement cash and ci
equivalents, settlement receivables and settlerobligations, and commercial paper borrowings apipnate fair value due to their sh
maturities. Investment securities, included inlegtent assets, and derivative financial instrumaméscarried at fair value and includec
Note 8. Fixed rate notes are carried at their pabissuance values as adjusted over time to &ctirat value to par, except for portions of n
hedged by interest rate swap agreements as diddlodéote 14. The fair values of fixed rate notes @so disclosed in Note 8 and are base
market quotations. For more information on the Yaiue of financial instruments, see Note 8.

The fair values of nofiinancial assets and liabilities related to the @any's business combinations are disclosed in Blofée fair value
of financial assets and liabilities related to Twast are disclosed in Note 11.

Business Combination

The Company accounts for all business combinatishere control over another entity is obtained using acquisition method
accounting, which requires that most assets (bafigible and intangible), liabilities (including dorgent consideration), and remain
noncontrolling interests be recognized at fair eadtt the date of acquisition. The excess of thetlage price over the fair value of assets
liabilities and noncontrolling interests is recaggd as goodwill. Certain adjustments to the asdefse values of the assets, liabilities,
noncontrolling interests made subsequent to thaisitign date, but within the measurement periotliclv is one year or less, are recorde
adjustments to goodwill. Any adjustments subseqtetite measurement period are recorded in incémg cost or equity method interest t
the Company holds in the acquired company priothto acquisition is remeasured to fair value at siipn with a resulting gain or lo
recognized in income for the difference betweenvalue and existing book value. Results of operatiof the acquired company are inclt
in the Company's results from the date of the aitjpim forward and include amortization expenssiag from acquired intangible assets.
Company expenses all costs as incurred relateditvolved with an acquisition in “Selling, genesatd administrative” expenses.

Cash and Cash Equivalents

Highly liquid investments (other than those incldde settlement assets) with maturities of threatin® or less at the date of purchase
are readily convertible to cash) are considerdzktoash equivalents and are stated at cost, whimloximates fair value.
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The Company maintains cash and cash equivalenhdedawith various financial institutions, includimgsubstantial portion in mon
market funds. The Company limits the concentratibits cash and cash equivalents with any onetuigtn. The Company regularly revie
investment concentrations and credit worthinesth@e institutions, and has relationships withadoglly diversified list of banks and financ
institutions.

Allowance for Doubtful Accounts

The Company records an allowance for doubtful actowhen it is probable that the related receivablance will not be collected ba:
on its history of collection experience, known ection issues, such as agent suspensions and pé&siks) and other matters the Comg
identifies in its routine collection monitoring. &tallowance for doubtful accounts was $46.8 milkod $28.5 million as ddecember 31, 20:
and 2011, respectively, and is recorded in the same Cotesteld Balance Sheet caption as the related redeivring the years end
December 31, 2012 , 2011 and 2Q1Be provision for doubtful accounts (bad debtenge) reflected in the Consolidated Statementsaafrhe
was $44.9 million , $24.3 million and $19.1 millipnespectively.

Settlement Assets and Obligatio

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. Settlerssatsaand obligations also include amounts recleifatbm and payable to businesses
the value of customer cross-currency payment tidioses related to the Business Solutions segment.

Settlement assets consist of cash and cash equivafeceivables from selling agents and BusinedstiSns customers, and investrr
securities. Cash received by Western Union agemterglly becomes available to the Company withia areek after initial receipt by t
agent. Cash equivalents consist of shenn time deposits, commercial paper and otherhitiuid investments. Receivables from sel
agents represent funds collected by such agentsnbwansit to the Company. Western Union hasrgdaand diverse agent base, the
reducing the credit risk of the Company from anye @gent. In addition, the Company performs ongaireglit evaluations of its ager
financial condition and credit worthiness. See Nofer information concerning the Company's investirsecurities.

Receivables from Business Solutions customers dr@® crosseurrency payment transactions in the Business Bokitsegmer
Receivables occur when funds have been paid oatlieneficiary but not yet received from the customside from these receivables,
credit risk associated with spot foreign currengghange contracts is largely mitigated, as in ntases the Company requires the recei
funds from customers before releasing the assac@tess-currency payment.

Settlement obligations consist of money transfeoney order and payment service payables and payablagents. Money trans
payables represent amounts to be paid to transfevken they request their funds. Money order p@gat#present amounts not yet prese
for payment. Most agents typically settle with stamees first and then obtain reimbursement froem@ompany. Payment service paya
represent amounts to be paid to utility comparae$) finance companies, mortgage servicers, fimhservice providers, government agen
and others. Due to the agent funding and settleetess, payables to agents represent amount® dugents for money transfers that t
been settled with transferees.
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Settlement assets and obligations consisted dbtlosving (in millions):

December 31,

2012 2011
Settlement assets:
Cash and cash equivalents $ 574t % 712.f
Receivables from selling agents and Business Saolsitustomers 1,025.: 1,046.
Investment securities 1,514.¢ 1,332.(

$ 3,114¢ $ 3,091.

Settlement obligations:
Money transfer, money order and payment servicalpag $ 2,297 $§ 2,242
Payables to agents 817.t 848.¢
$ 3,114¢ $ 3,091.

Property and Equipmen
Property and equipment are stated at cost. Depiatia computed using the straighte method over the lesser of the estimated liftne

related assets (generally three to 10 years foipemant, furniture and fixtures, and 30 years foilldings) or the lease term. Maintenance
repairs, which do not extend the useful life of thepective assets, are charged to expense assdcur

93




Table of Contents

THE WESTERN UNION COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
Property and equipment consisted of the followingngillions):

December 31,

2012 2011

Equipment $ 384.t $ 434.¢
Buildings 80.C 80.1
Leasehold improvements 65.€ 61.1
Furniture and fixtures 33.4 33.1
Land and improvements 16.€ 16.€
Projects in process 0.1 1.6

580.€ 627.¢
Less accumulated depreciation (384.5) (429.7)
Property and equipment, net $ 196.1 $ 198.1

Amounts charged to expense for depreciation of gntgpand equipment were $61.7 million , $61.0 moiliand $61.5 milliorduring the
years endeDecember 31, 2012, 2011 and 2010, respectively.

Goodwill

Goodwill represents the excess of purchase priee e fair value of tangible and other intangifsets acquired, less liabilities assu
arising from business combinations. The Company‘sial impairment assessment did not identify anydgall impairment during the yee
ended December 31, 2012 , 2011 and 2010 .

Other Intangible Assets

Other intangible assets primarily consist of acegiicontracts, contract costs (primarily amountd gai agents in connection w
establishing and renewing long-term contracts) softlvare. Other intangible assets are amortized stnaightine basis over the length of |
contract or benefit periods. Included in the Coigsdéd Statements of Income is amortization expef$i84.4 million , $131.6 milliomnc
$114.4 million for the years ended December 3122011 and 2010 , respectively.

Acquired contracts include customer and contractekgtionships and networks of subagents that @regnized in connection with 1
Company's acquisitions.

The Company capitalizes initial payments for newl a@newed agent contracts to the extent recovetabdeigh future operations
penalties in the case of early termination. The @amy's accounting policy is to limit the amountapitalized costs for a given contract to
lesser of the estimated future cash flows fromctrgract or the termination fees the Company woedeive in the event of early terminatior
the contract.

The Company develops software that is used in giogi services. Software development costs are alg@t once technologic
feasibility of the software has been establishedst€ incurred prior to establishing technologicahdibility are expensed as incur
Technological feasibility is established when thenpany has completed all planning and designinigiges that are necessary to detern
that a product can be produced to meet its despgifications, including functions, features andht@cal performance requiremel
Capitalization of costs ceases when the produatvaslable for general use. Software developmentscaisd purchased software are gene
amortized over a term of three to five years.
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The following table provides the components of othtangible assets (in millions):

December 31, 2012 December 31, 2011
Weighted-
Average
Amortization Net of Net of
Period Accumulated Accumulated
(in years) Initial Cost Amortization Initial Cost Amortization
Acquired contracts 11.3 $ 627.2 $ 466.2 $ 629.t $ 526.t
Capitalized contract costs 6.1 457 .2 303.7 399.1 213.¢
Internal use software 3.2 221.( 54.7 197.¢ 61.C
Acquired trademarks 22.7 43.4 28.4 41.F 31.C
Projects in process 3.0 15.4 15.4 0.& 0.&
Other intangibles 2.7 34.4 10.5 41.¢€ 14.:
Total other intangible assets 8.4 $ 1,398 $ 878.¢ $ 1,309.¢ § 847.¢

The estimated future aggregate amortization expfnsexisting other intangible assets as of Decarie 2012 is expected to $488.¢
million in 2013, $161.0 million in 2014, $117.4 #oh in 2015, $89.7 million in 2016, $75.0 million 2017 and $ 247.4 million thereafter.

Other intangible assets are reviewed for impairnoenan annual basis and whenever events or chamgesumstances indicate that tt
carrying amount may not be recoverable. In suclevey, estimated undiscounted cash flows associatddthese assets or operations
compared with their carrying values to determina fritedown to fair value (normally measured by the présaiue technique) is require
The Company did not record any impairment relatesther intangible assets during the years endezkbker 31, 2012 and 201 lanc
recorded impairments of approximately $9 million fioe year ended December 31, 2010 .

Revenue Recognitio

The Company's revenues are primarily derived fremsamer money transfer transaction fees that aredban the principal amount of
money transfer and the locations from and to wificids are transferred. The Company also offersraggéobal payments services, includ
payments from consumers or businesses to othendssss. Transaction fees are set by the Compangeaarted as revenue at the tim
sale.

In certain consumer money transfer and BusinesstiBok transactions involving different currencidse Company generates reve
based on the difference between the exchangeattsshe Company to the customer and the ratehatrmihe Company or its agents are
to acquire the currency. This foreign exchange maeeis recorded at the time the related consumerentransfer transaction fee revent
recognized or at the time a customer initiatesasiaction through the Company's Business Solufiapsient service operations.

Cost of Services
Cost of services primarily consists of agent consiniss and expenses for call centers, settlementatipes and related informati

technology costs. Expenses within these functior@dude personnel, software, equipment, telecomnatinics, bank fees, depreciati
amortization and other expenses incurred in coforeetith providing money transfer and other paynsamvices.
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Advertising Cost:

Advertising costs are charged to operating expeasescurred or at the time the advertising fiedtes place. Advertising costs for
years endeDecember 31, 2012, 2011 and 2010 were $177.50mi)l$174.8 million and $163.9 million , respeclyve

Income Taxes

The Company accounts for income taxes under thditiamethod, which requires that deferred taxeassand liabilities be determir
based on the expected future income tax consegsi@i@yents that have been recognized in the ciolaset! financial statements. Deferred
assets and liabilities are recognized based ondeampdifferences between the financial statemantying amounts and tax bases of asset
liabilities using enacted tax rates in effect ia tlears in which the temporary differences are ebgokto reverse.

The Company recognizes the tax benefits from uairetax positions only when it is more likely thaot, based on the technical merit
the position, the tax position will be sustainedmugxamination, including the resolution of anyatetl appeals or litigation. The tax ben:
recognized in the consolidated financial statemé&ots such a position are measured as the largestfib that has a greater than fifty pen
likelihood of being realized upon ultimate resabuti

Foreign Currency Translation

The United States dollar is the functional currefaysubstantially all of the Company's businesg&Esienues and expenses are trans
at average exchange rates prevailing during thiegheForeign currency denominated assets and itiaBilfor those entities for which the lo
currency is the functional currency are translamead United States dollars based on exchange gtdw end of the year. The effects of for:
exchange gains and losses arising from the tramslaf assets and liabilities of these entities iacduded as a component oA¢cumulate:
other comprehensive losgFbreign currency denominated monetary assets ahiities of operations in which the United Statkedlar is the
functional currency are remeasured based on exehatgs at the end of the period and are recogiizegerations. Nomronetary assets a
liabilities of these operations are remeasuredsabtical rates in effect when the asset was reizeginor the liability was incurred.

Derivatives

The Company uses derivatives to (a) minimize itsosyres related to changes in foreign currency angd rates and interest rates
(b) facilitate crosssurrency Business Solutions payments by writingvagives to customers. The Company recognizes ailvdtives in th
“Other assets” and “Other liabilitiegaptions in the accompanying Consolidated Balarme at their fair value. All cash flows assod
with derivatives are included in cash flows fromeogting activities in the Consolidated Statemerit€ash Flows, except for cash flc
associated with foreign currency forward contrasttered into in order to reduce the economic vditiabelated to the cash amounts use
fund acquisitions of businesses with purchase prinominated in foreign currencies, which arendmb in investing activities.

» Cash Flow hedges Ghanges in the fair value of derivatives that agsighated and qualify as cash flow hedges are dedoir
“Accumulated other comprehensive los€ash flow hedges consist of foreign currency heglgih forecasted revenues, as wel
hedges of the forecasted issuance of fixed ratd. d@érivative fair value changes that are captumred'Accumulated othe
comprehensive lossire reclassified to earnings in the same periqeedods the hedged item affects earnings, to thenéxhe chan¢
in the fair value of the instrument is effectiveaffisetting the change in fair value of the hedgeh. The portions of the change in
value that are either considered ineffective orex@uded from the measure of effectiveness amegrazed immediately inDerivative
gains/(losses), net.”

» Fair Value hedgesGhanges in the fair value of derivatives that sesighated as fair value hedges of fixed rate debtecorded i
“Interest expense.The offsetting change in value of the related destrument attributable to changes in the benchrimaekest rate
also recorded in “Interest expense.”
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» Undesignated Perivative contracts entered into to reduce théabdlity related to (a) money transfer settlemesgeds and obligatior
generally with maturities of a few days up to onenth, and (b) certain money transfer related foreigrrency denominated c:
positions, generally with maturities of less thare gear, are not designated as hedges for accgyninposes and changes in their
value are included in “Selling, general and admiats/e.” In addition, changes in fair value of derivativenttacts, consisting
forward contracts with maturities of less than gear entered into to reduce the economic varighiétated to the cash amounts L
to fund acquisitions of businesses with purchaseeprdenominated in foreign currencies, are reebideDerivative gains/(losse:
net.” The Company is also exposed to risk from\@give contracts written to its customers arisingnf its crosszurrency Busine!
Solutions payments operations. The duration ofaldeyivative contracts at inception is generalgsléhan one year. The Comp
aggregates its foreign exchange exposures in dsseurrency Business Solutions payments operatiordudimg the exposu
generated by the derivative contracts it writegga@ustomers, and typically hedges the net exgogupugh offsetting contracts w
established financial institution counterpartiesof@omic hedge contract) as part of a broader foreigrrency portfolio, includir
significant spot exchanges of currency in additiorforwards and options. The changes in fair vaklated to these contracts
recorded in “Foreign exchange revenues.”

The fair value of the Company's derivatives is i from standardized models that use market bagerds (e.g., forward prices 1
foreign currency).

The details of each designated hedging relationahnép formally documented at the inception of theamgement, including the ri
management objective, hedging strategy, hedged &petific risks being hedged, the derivative insient, how effectiveness is being asse
and how ineffectiveness, if any, will be measurBtke derivative must be highly effective in offsettithe changes in cash flows or fair valu
the hedged item, and effectiveness is evaluatedaylyaon a retrospective and prospective basis.

Stock-Based Compensation

The Company currently has a stdehsed compensation plan that provides for granté/e$tern Union stock options, restricted s
awards and restricted and unrestricted stock uoitsmployees and namployee directors of the Company who perform sesvifor th
Company. In addition, the Company has a stoaged compensation plan that provides for grantgesftern Union stock options and stock
awards to non-employee directors of the Companipr Bo the Spin-off, employees of Western Uniontiggrated in First Data's stodase!
compensation plans.

All stock-based compensation to employees is required todasumed at fair value and expensed over the réggisivice period and a
requires an estimate of forfeitures when calcutpttompensation expense. The Company recognizesermaion expense on awards (
straightline basis over the requisite service period far #mtire award. Refer to Note 16 for additionalcdssion regarding details of -
Company's stock-based compensation plans.

Severance and Other Related Expen:

The Company records severametated expenses once they are both probable dmdabke in accordance with the provisions of
applicable accounting guidance for severance peavighder an ongoing benefit arrangement. @me; involuntary benefit arrangements
other costs are generally recognized when thelitialié incurred. Expenses arising under the Comgfsadefined benefit pension plans fr
curtailing future service of employees participgtin the plans and providing enhanced benefitseregnized in earnings when it is prob:i
and reasonably estimable. The Company also evalimigairment issues associated with restructurimdy @her activities when the carry
amount of the assets may not be fully recoverablaccordance with the appropriate accounting guida
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3. Acquisitions

On November 7, 2011 , the Company acquired thenbasitobusiness payment business known as Travelex GBisihess Paymer
from Travelex Holdings Limited for cash considevatiof £596 million ( $956.5 millior), net of a final working capital adjustment wt
resulted in a return of £15 million ( $24.1 milligrof purchase consideration in the third quarte2@f2. In connection with the July 5, 2(
purchase agreement, on May 4, 2012, the Compaayaatwuired the French assets of TGBP for cash deration of £3 million ( $4.8 milliof
after receiving regulatory approval. For the yeaded December 31, 2011, the Company incurred $2@libn of costs associated with 1
closing of the TGBP acquisition. With the acquaitiof TGBP and the Company's existing Businesst®ols business, the Company has
ability to leverage TGBP's businesskosiness payments market expertise, distributioodycts and capabilities with Western Union's by
existing Business Solutions operations, globalaistiiucture and relationships, and financial stienghe results of operations for TGBP h
been included in the Company's consolidated firdrstatements from the date of acquisition.

On October 31, 2011 and April 20, 2011 , the Comgpaoquired the remaining 70% interests in Eurodeased Finint S.r.l. (“Finint"anc
Angelo Costa S.r.l. (“Costa”yespectively, two of the Company's largest agentsiging services in a humber of European countrids
Company previously held a 30%guity interest in each of these agents. The Cogngapects these acquisitions will help accelerhs
introduction of additional Western Union productsl services and will leverage its existing Europidirastructure to build new opportunit
across the European Union. The acquisitions danmpact the Company's money transfer revenue, beadhesCompany was already recort
all of the revenue arising from money transfergiogting at Finint's and Costa's subagents. As®facquisition dates, the Company no lo
incurs commission costs for transactions relatelginmt and Costa; rather the Company now pays cissions to Finint and Costa subage
resulting in lower overall commission expense. Tmmpany's operating expenses include costs atibbrito Finint's and Costa's operat
subsequent to the acquisition dates.

The Company acquired the remaining 70% interedtimint for cash consideration of €99.6 million (314 million). The Compan
revalued its previous 30% equity interest to fatue of approximately $47.7 million on the acquisitdate, resulting in total value $187.:
million . In conjunction with the revaluation, tHeompany recognized a gain of $20.5 million , reedrdn “Other income, netin the
Consolidated Statements of Income, for the amoynttich the fair value of the 30% equity interest@eded its previous carrying value.

The Company acquired the remaining 70% intere€tasta for cash consideration of €95 million ( $Z3&illion ). The Company revalu
its previous 30% equity interest to fair value ppeoximately $46.2 million on the acquisition dakesulting in total value of $181.9 milliarin
conjunction with the revaluation, the Company retpgd a gain of $29.4 million , recorded in “Othacome, net’in the Consolidate
Statements of Income, for the amount by which #ievialue of the 30% equity interest exceededrigsipus carrying value.
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All assets and liabilities have been recorded atvalue, excluding deferred tax liabilities. Thellbwing table summarizes the fil
allocations of consideration for TGBP, Finint ands@ (in millions):

Travelex Global

Business Angelo Costa
Payments (b) Finint S.r.l. Sl

Assets:

Cash and cash equivalents $ 307 % — 3 —
Settlement assets 160.¢ 52.2 46.%
Property and equipment 5.1 0.t 3.C
Goodwill 704.: 153.¢ 174.2
Other intangible assets 314.2 64.¢ 51.4
Other assets 45.: 2.C iz
Total assets $ 1,260.( $ 273.1 % 276.2
Liabilities:

Accounts payable and accrued liabilities $ 49.¢ $ 6.1 % 10.¢
Settlement obligations 160.4 57.t 55.7
Income taxes payable 1.7 3.1 10.c
Deferred tax liability, net 65.5 15.¢ 15.5
Other liabilities 21.t 3.t 2.2
Total liabilities 298.7 86.C 94.t
Total consideration (a) $ 961.1 $ 187.1 ¢ 181.¢

€)) Total consideration includes cash considematiansferred and the revaluation of the Compamgsious equity interest, if any, to fair
value on the acquisition date.

(b) Amounts include the impact of the acquisition af #french assets of TGBP on May 4, 2012 and théviiagking capital adjustment
the third quarter of 2012.

The valuation of assets acquired was derived ysiimgarily unobservable Level 3 inputs, which regusignificant management judgm
and estimation, and resulted in identifiable infaleggassets as follows (in millions):

Travelex Global

Business Angelo Costa
Payments (a) Finint S.r.l. Sl
Customer and other contractual relationships $ 2645 % —  $ =
Network of subagents — 53.¢ 44.¢
Other 49.7 10.¢ 6.6
Total identifiable intangible assets $ 314 § 64.6 § 51.4

€)) Amounts include the impact of the acquisition af #french assets of TGBP on May 4, 2
Customer and other contractual relationships amgark of subagents identifiable intangible assetsawalued using an income apprc

and are being amortized over 9 toyEars. Other intangibles were valued using botbrite and cost approaches and are being amortize
one to five years. For the remaining assets amilitias, excluding goodwill and deferred tax litiés, fair value approximated carrying value.
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The goodwill recognized for TGBP of $704.3 millig attributable to expected synergies, the progeddagterm business growth
current and new markets and an assembled workérdaelates entirely to the Business Solutions segnThe goodwill recognized for Fin
and Costa of $153.6 million and $174.2 milliprespectively, is attributable to growth opportigs that will arise from the Company dire:
managing its agent relationships, expected syrgrpgiejected longerm business growth and an assembled workforceaatds entirely to tt
Consumer-tazonsumer segment. Goodwill expected to be dedecfir income tax purposes for TGBP, Finint and @astapproximate
$488.4 million , $97.0 million and $104.9 milliomgspectively.

The following table presents changes to goodwilltfie years ended December 31, 2012 and 2011 lioms):

Consumer-to- Consumer-to- Business
Consumer Business Solutions Other Total
January 1, 2011 balance $ 1,619.¢ $ 2272 $ 289.¢ % 152z $ 2,151
Acquisitions 325.¢ — 728.7 — 1,054.:
Currency translation — (2.9 (4.9 (0.2 (6.9
December 31, 2011 balance $ 1,945.0 $ 224¢ $ 1,013° $ 15C $ 3,198
Purchase price adjustments 2.4 — (24.9 — (22.0
Currency translation — (3.9 6.7 (0.7) 2.8
December 31, 2012 balance $ 1,947 $ 2211 % 996.C $ 14¢ $ 3,179.°

4. Productivity and Cost-Savings Initiatives and Rstructuring and Related Expenses
Productivity and Co-Savings Initiatives

In the fourth quarter of 2012, the Company begaplémenting additional initiatives to improve protivity and reduce costs. For the y
ended December 31, 2012, the Company incurred $80ii®&n of employee termination benefits and other codtged to these initiatives,
which $20.9 million and $4.0 million were attribbtea to the Company's Consumer-to-Consumer and QuaistoBusiness segmen
respectively, and $6.0 milliowas attributable to Other. These costs includescosfated to termination benefits received by twothe
Company's executives. Additional productivity amdtesavings initiatives will be implemented in 2013

The following table summarizes the activity for tamployee termination benefits and other costdeel#o the productivity and cost-
savings initiatives accruals as of December 312401 millions):

Severance,
Outplacement
and Related
Benefits Other (b) Total

Balance, January 1, 2012 $ — 3 — 3 =
Expenses (a) 28.¢ 2.C 30.¢
Cash payments (5.2 (0.9 (5.6)
Non-cash benefit (a) 2.C — 2.C
Balance, December 31, 2012 $ 257 $ 1.€ 27.2
Cumulative expenses incurred to date $ 28¢ $ 2.C 30.¢
Additional expenses expected to be incurred 12.C 33.C 45.C
Total expenses $ 40¢ 9 35.C 75.¢

(&) Expenses include a neash benefit for adjustments to stock compens#tioawards forfeited by employe

(b) Other expenses related to the relocation abua operations to new and existing Company féesliand thirdsarty providers includir
expenses for hiring, training, relocation, travedi grofessional fees. All such expenses were reconhen incurred.
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2010 Restructuring

On May 25, 2010 and as subsequently revised, tmp@oy's Board of Directors approved a restructupilag (the “Restructuring Plan”
designed to reduce the Company's overall head@nthimigrate positions from various facilities, pairty within North America and Eurof
to regional operating centers. Details of the egpsrincurred are included in the tables belowubhedl in these expenses are approximaialy
million of non-cash expenses related to fixed aasdtleasehold improvement writéfs and accelerated depreciation at impactedifiasil As
of December 31, 2011, the Company had incurredfdlie expenses related to the Restructuring Plan.

The following table summarizes the activity for #estructuring and related expenses discussed amul/the related restructuring accr
as of and for the years ended December 31, 20021, &d 2010 (in millions):

Severance, Fixed Asset Write-
Outplacement Offs and
and Related Accelerated Lease
Benefits Depreciation Terminations Other (b) Total
Balance, January 1, 2010 $ — 3 — 3 — 3 — $ =
Expenses (a) 48.7 0.c — 9.¢ 59.t
Cash payments (13.7) — — (8.9 (22.5)
Non-cash charges (a) (0.7) (0.9 — — (1.6)
Balance, December 31, 2010 $ 34z % — % — % 11 $ 35.4
Expenses (a) 26.1 1.3 3.t 15.¢ 46.¢
Cash payments (48.]) — (3.5 (16.¢) (68.4)
Non-cash charges (a) 1.4 1.3 — — 0.1
Balance, December 31, 2011 $ 137 % — 3 — 02 $ 13.¢
Cash payments (11.9 — — (0.2 (12.7)
Balance, December 31, 2012 $ 1€ $ — 3 — 3 — 3 1.8
Total expenses $ 74 $ 22 $ 35 ¢ 258 % 106.:
€) Expenses include non-cash wiffs and accelerated depreciation of fixed asset$ laasehold improvements. However, tl
amounts were recognized outside of the restrugaacrual.

(b) Other expenses related to the relocation of var@perations to new and existing Company facilitreduding expenses for hirir

training, relocation, travel and professional fessuch expenses were recorded when incurred.

The following table presents productivity and ceatings initiatives and restructuring and relateggeases as reflected in the Consolid
Statements of Income (in millions):

Year Ended December 31,

2012 2011 2010
Productivity and Cost-
Savings Initiatives Restructuring and Related Expenses
Cost of services $ E § 106 $ 15.C
Selling, general and administrative 25.4 36.2 44.F
Total expenses, pre-tax $ 306 % 46.6 % 59.t
Total expenses, net of tax $ 20z $ 32.C ¢ 39.5

There were no restructuring and related expensesrad during the year ended December 31, 2012 .
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The following table summarizes the restructuringl aelated expenses incurred by reportable segnienbi(lions). Restructuring ar
related expenses have not been allocated to thep&uyis segments disclosed in Note 17. While thiesasi are identifiable to the Compal
segments, these expenses have been excluded feametisurement of segment operating profit providdtie chief operating decision ma
(“CODM") for purposes of assessing segment perforeeaand decision making with respect to resouloeation.

Consumer-to- Consumer-to- Business
Activity Consumer Business Solutions Other Total
2010 Restructuring and Related Expenses $ 445 3 98 $ 3C % 2C $ 59.t
2011 Restructuring and Related Expenses 33.7 6.2 5.C 1.¢ 46.¢
Total expenses $ 784 $ 16.C $ 8C $ 39 $ 106.:

5. 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 years endedrbeer 31, 2012 , 2011 and 2010 totaled $66.1 milli$131.9 million and $183.5 million
respectively. Commission expense recognized fanEprior to October 31, 2011 and Costa prior taiAp0, 2011, the date of the acquisiti
(see Note 3), was considered a related party tctinea

The Company has a director who is also a direaotafcompany that previously held significant irwesnts in twoof the Company
existing agents. As of December 31, 2012 , thispanmg holds a significant investment in oagent. These agents had been agents !
Company prior to the director being appointed ®hbard. The Company recognized commission expar28.9 million , $58.8 million anc
$52.9 million for the years ended December 31, 202@11 and 2010 respectively, related to these agents duringpthteod the agents we
affiliated with the Company's director.

6. Commitments and Contingencies
Letters of Credit and Bank Guarante

The Company had approximately $100 million in cansling letters of credit and bank guarantees &eoémber 31, 201®ith expiratior
dates through 2016 , the majority of which containne-yearenewal option. The letters of credit and bank gotres are primarily held
connection with lease arrangements and certaint aggaements. The Company expects to renew tlededf credit and bank guarantees |
to expiration in most circumstances.

Litigation and Related Contingenci

The Company and one of its subsidiaries are defeada twopurported class action lawsuits: James P. Tennillehe Western Unic
Company and Robert P. Smet v. The Western Uniong2ogn both of which are pending in the United Stdéstrict 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 by
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 Company's motion tomidis the Tennille complaint and gave the plainééve to file an amended complaint.
October 21, 2009, Tennille filed an amended complalrhe Company moved to dismiss the Tennille armdndomplaint and the Sn
complaint. On November 8, 2010, the Court denied tfotion to dismiss as to the plaintiffs' unjustieiment and conversion claims.
February 4, 2011, the Court dismissed plaintifisistimer protection claims. On March 11, 2011, taafiffs 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 arbitratidrihe plaintiffs' claims and to stay
action pending arbitration. On November 21, 20h&,Court denied the motion to compel
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arbitration and the stay request. Both companigeapd the decision. On January 24, 2012, the tdtates Court of Appeals for the Te
Circuit granted the companies' request to stayDis&rict Court proceedings pending their appealributhe fourth quarter of 2012, the par
executed a settlement agreement, which the Coelitpnarily approved on January 3, 2013. The settlet agreement, which is subject to
Court's final approval, would result in a substalrdimount of the settlement proceeds to be paid ffle Company's existing related unclail
property liabilities. If a settlement agreemennat approved, the Company and Western Union Fim&i8grvices, Inc. intend to vigorou
defend themselves against both lawsuits.

During 2009, the Company recorded an accrual ofGi#illion for an agreement and settlement with the StateriabAa and other stat:
which was paid in 2010. On February 11, 2010, tben@any signed this agreement and settlement, whitived all outstanding legal iss
and claims with the State of Arizona and requiteel Company to fund a multi-state not-fmefit organization promoting safety and sect
along the United States and Mexico border, in widdihfornia, Texas and New Mexico are participatimigh Arizona. The accrual includ
amounts for reimbursement to the State of Arizamat$ costs associated with this matter. In addijtias part of the agreement and settler
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. Qrada3, 2013, the monitor announced his intentioresign. A replacement monitor |
been identified and is subject to court appointm@ursuant to the terms and conditions of the agee¢ and settlement, the costs of
investments in the Company's programs and for thaitor were expected to be $23.0 milliomer the period from signing through 20
however, actual costs have exceeded this amourddition, in the fourth quarter of 2012, the Compgs Business Solutions business
included in the scope of the monitor's review. T®@mpany is considering entering into an extensibnhe term of the agreement
settlement, or another arrangement with the Stafgipona, either of which would require the appabef the State of Arizona and could h
further adverse effects on the Company's busimedsding additional costs. The monitor has madeiimber of recommendations related tc
Company's compliance programs. While the Compasydeaoted significant time and resources to théfeetg it is expected that not e
recommendation of the monitor will be fully implented within the required timeframe ending on July 2013. If the Company is not able
negotiate an extension of the agreement and settieiwor other arrangement and the State of Arizogt@rchines that the Company
committed a willful and material breach, the StateArizona has indicated that it will pursue renesdunder the agreement and settler
which could include initiating civil or criminal &ons. The pursuit by the State of Arizona of refaedunder the agreement and settlel
could have a material adverse effect on the Conipdnusiness, financial condition or results of agiens.

On March 20, 2012, the Company was served withdaréd grand jury subpoena issued by the UnitedeStAttorney's Office for tt
Central District of California ("USAQO") seeking doments relating to Shen Zhou International (“US rSEdaou”), 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 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 amtiney laundering compliance policies and procedurke government's investigation is ongoing
the Company may receive additional requests fariétion as part of the investigation. The Compeogtinues to cooperate fully with 1
government. The Company is unable to predict theosne of the government's investigation, or thesjtbs loss or range of loss, if any, wt
could be associated with the resolution of any iptesriminal charges or civil claims that may b®imght against the Company. Should ¢
charges or claims be brought, the Company coulel $agnificant fines, damage awards or regulatonsequences which could have a mat
adverse effect on the Company's business, finaoeradition and results of operations.

In the normal course of business, the Company ligestito claims and litigation. Management of thentpany believes such mati

involving a reasonably possible chance of loss mal, individually or in the aggregate, result imaterial adverse effect on the Compe
financial condition, results of operations and cfielvs. The Company accrues for loss contingenasethey become probable and estimable.
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On January 26, 2006, the First Data Corporatioirgtlata”)Board of Directors announced its intention to parthe distribution of all «
its money transfer and consumer payments businabsta interest in a Western Union money transfgeng, 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 laxiggrgart of First Data. Pursuant to the separadinh 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 anadbilities of the Company's business with the Compand financial responsibility for t
obligations and liabilities of First Data's retaineusinesses with First Data. The Company alsaethiato a tax allocation agreement that
forth the rights and obligations of First Data ahe Company with respect to taxes imposed on thepective businesses both prior to and
the Spin-off as well as potential tax obligations\hich the Company may be liable in conjunctiathwhe Spin-off (see Note 10).
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7. Investment Securities

Investment securities, classified within “Settlefnassets” in the Consolidated Balance Sheets, stopsmarily of highlyrated state ar
municipal debt securities, including variable rdéanand notes. Variable rate demand note secucdie®e put (sold at par) typically on a d
basis with settlement periods ranging from the sdmeto one week, but that have varying maturitiesugh 2049. Generally, these secur
are used by the Company for shtatm liquidity needs and are held for short periofisime, typically less than 30 days. The Compa
required to hold specific highlsated, investment grade securities and such inwdtnare restricted to satisfy outstanding setthd
obligations in accordance with applicable state &rgign country requirements. The substantial migjoof the Company's investme
securities are classified as availabledate and recorded at fair value. Investment séesiridre exposed to market risk due to chang
interest rates and credit risk. Western Union radylmonitors credit risk and attempts to mitigdeeexposure by investing in highhgtec
securities and through investment diversificatids. of December 31, 2012the majority of the Company's investment seasithad crec
ratings of “AA-" or better from a major credit rafj agency.

Unrealized gains and losses on availablesfie securities are excluded from earnings ancepted as a component of accumulated
comprehensive income or loss, net of related dedietaixes. Proceeds from the sale and maturity aifedole-forsale securities during the ye
ended December 31, 2012, 2011 and 2010 were $il6od , $14.2 billion and $14.7 billion , respectly.

Gains and losses on investments are calculated tistnspecifidgdentification method and are recognized duringpkeod in which th
investment is sold or when an investment expereaceother-thatemporary decline in value. Factors that coulddaté an impairment exi:
include, but are not limited to: earnings perforegnchanges in credit rating or adverse chang#ésimegulatory or economic environmen
the asset. If potential impairment exists, the Canypassesses whether it has the intent to seliebe security, more likely than not will
required to sell the debt security before its apéited recovery or expects that some of the contahcash flows will not be received. 1
Company had no material other-than-temporary inpaints during the periods presented.

The components of investment securities are aswsl(in millions):

Gross Gross Net
Amortized Fair Unrealized Unrealized Unrealized
December 31, 2012 Cost Value Gains Losses Gains/ (Losses)
State and municipal debt securities (a) $ 991t $ 1,003 $ 125 $ 0.3 $ 12.2
State and municipal variable rate demand notes 463.: 463.: — — —
Corporate debt and other 47.7 47.¢ 0.1 — 0.1
$ 1502f $ 1514¢ $ 12€ % 0.3 % 12.5
Gross Gross Net
Amortized Fair Unrealized Unrealized Unrealized
December 31, 2011 Cost Value Gains Losses Gains/ (Losses)
State and municipal debt securities (a) $ 858.f % 866. % 104 $ 24 % 8.C
State and municipal variable rate demand notes 376.¢ 376.¢ — — —
Corporate debt and other 88.7 88.¢ 0.€ (0.7) (0.2
$ 1324 $ 1332 $ 110 % 31 % 7.8

(a)The majority of these securities are fixed ratérimaents

There were no investments with a single issuendividual securities representing greater than W%otal investment securities as
December 31, 2012 and 2011 .

105




Table of Contents

THE WESTERN UNION COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

The following summarizes contractual maturitiesneestment securities as of December 31, 2012 {lifons):

Amortized Fair

Cost Value
Due within 1 year $ 228t % 229t
Due after 1 year through 5 years 785.( 795.¢
Due after 5 years through 10 years 79.2 79.€
Due after 10 years 409.7 409.¢
$ 1,502 $ 1,514.¢

Actual maturities may differ from contractual maties because issuers may have the right to cadtepay thebligations or the Compa
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 $21.0 million , $15.5 million , $26million and $400.8 million are included in thBife within 1 year,” Due after 1 year throu

5 years,” “Due after 5 years through 10 years” ‘dbake after 10 years” categories, respectivelyhia table above.
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8. Fair Value Measurements

Fair value, as defined by the relevant accountiagdards, represents the exchange price that wmilctceived for an asset or pait
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 additioftamation on how the Company measures fair @atafer to Note 2.

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

Assets/

Fair Value Measurement Using Liabilities at

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

State and municipal debt securities $ — 3 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.¢ $ — 8 1,611.¢
Liabilities:

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

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

Fair Value Measurement Using Liaﬁﬁ%eet:/at

December 31, 2011 Level 1 Level 2 Level 3 \}::Il:je
Assets:

State and municipal debt securities $ — ¢ 866.5 % — % 866.t

State and municipal variable rate demand notes — 376.¢ — 376.¢

Corporate debt and other 0.1 88.t — 88.¢€

Derivatives — 124.¢ — 124.¢
Total assets $ 01 $ 1,456 % —  $ 1,456.¢
Liabilities:

Commercial paper $ — 3 297.C $ — % 297.(

Notes and other borrowings — 3,563.! — 3,563.!
Total borrowings — 3,860.! — 3,860.

Derivatives — 86.¢€ — 86.¢€
Total liabilities $ — % 3,947.. % — 8 3,947.:

No non-recurring fair value adjustments were reedrduring the years ended December 31, 2012 ant,28dcept those associated v
acquisitions, as disclosed in Note 3.
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Other Fair Value Measurements

The carrying amounts for many of the Company'snfiie instruments, including cash and cash equntajesettiement cash and c
equivalents, settlement receivables and settlerobligations, and commercial paper borrowings apipnate fair value due to their sh
maturities. The aggregate fair value of the Com{sahgrrowings, excluding commercial paper borrowingas based on quotes from mult
banks and excluded the impact of related intergst swaps. All the assets and liabilities in thevabtables were carried at fair value in
Consolidated Balance Sheets, with the exceptiohoofowings, which had a carrying value of $4,026#lion and $3,583.2 millioras o

December 31, 2012 and 2011 , respectively (see Ne)te

The fair value of the assets in the Trust, whiclifithe assets for the Company's defined beneiit, i disclosed in Note 11.

9. Other Assets and Other Liabilities

The following table summarizes the components lbéoassets and other liabilities (in millions):

Other assets:
Derivatives
Prepaid expenses
Equity method investments
Amounts advanced to agents, net of discounts
Other receivables
Debt issue costs
Deferred customer set up costs
Accounts receivable, net
Other

Total other assets

Other liabilities:
Pension obligations
Derivatives
Deferred revenue
Other

Total other liabilities

December 31,

2012 2011
$ 96.6 $ 124.¢
56.¢ 54.t
41.C 41.:
37.7 34.1
21.4 37.¢
17.c 15.¢
15.¢ 18.C
15.¢ 14.¢
17.: 22.F
$ 319.¢ $ 363.4
$ 102.1 ¢ 112.7
86.1 86.¢
30.5 33.¢
36.C 40.7
$ 2547 % 273.¢
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10. Income Taxes

The components of pre-tax income, generally basetti®@ jurisdiction of the legal entity, were addals (in millions):

Year Ended December 31,

2012 2011 2010
Components of pre-tax income:
Domestic $ 94¢ $ 423¢ % 151.¢
Foreign 1,074.( 850.% 993.¢

$ 1168¢ $ 1274¢ $ 1,145:

For the years ended December 31, 2012, 2011 ar@l 2a% , 67% and 87% of the Company's tapeincome was derived from fore
sources, respectively. For the year ended DeceBthe?011, the increase in domestic pre-tax incontedecrease in foreign ptax incom
were primarily due to the pre-tax impact of the @amy's agreement with the United States InternaleRee Service (“IRS Agreemeit”
resolving substantially all of the issues relatethe Company's restructuring of its internatior@grations in 2003.

The provision for income taxes was as follows (itlioms):

Year Ended December 31,

2012 2011 2010
Federal $ 92t % 781 $ 132.2
State and local (14.9) 4.t 39.¢
Foreign 65.2 26.€ 63.2

$ 142¢ § 109.2 ¢ 235.2

Domestic taxes have been incurred on certaintgpreincome amounts that were generated by the Coygdoreign operatior
Accordingly, the percentage obtained by dividing tbtal federal, state and local tax provision iy domestic préax income, all as shown
the preceding tables, may be higher than the st3ttax rates in the United States.

The Company's effective tax rates differed frontuttay rates as follows:

Year Ended December 31,

2012 2011 2010
Federal statutory rate 35.C% 35.C% 35.C%
State income taxes, net of federal income tax lisnef 0.€% 2.L% 1.9%
Foreign rate differential, net of U.S. tax paid fmreign earnings (5.1%, 1.2%, and 5.:
respectively) (22.9% (14.0% (22.0%
IRS Agreement — % (16.0)% — %
Other (0.9% 1.7% (4.9)%
Effective tax rate 12.2% 8.€ % 20.5%

For the years ended December 31, 2012 and 2011Cdhgany's effective tax rate significantly decezhslue to the IRS Agreeme
which resolved substantially all of the issuestealao the Company's restructuring of its intemadl operations in 2003, as described be
and resulted in a tax benefit of $204.7 milliatated to the adjustment of reserves associatddthis matter for the year ended Decembe
2011. For the year ended December 31, 2012, thep@ayts effective tax rate was also impacted by fitsrfeom favorable tax settlements
changes in the mix of foreign and U.S. income goulieable tax rates, and for the year ended Dece®ibe2011, the Company's effective
rate was also impacted by higher taxes associaitbdtire Finint and Costa remeasurement gains (s#e 8). The tax rate for the year en

December 31, 2010 was impacted by a cumulativeplamning benefit from certain foreign acquisiticarsd the settlement with the Uni
States Internal Revenue
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Service (“IRS”) of certain issues relating to th@02-2004 tax years. The Company continues to benefih fa significant proportion of

profits being foreigrderived, and therefore taxed at lower rates tharrambined federal and state tax rates in the Writmates. Howeve
certain portions of the Company's foreign souro®ime are subject to United States federal and stadene tax as earned due to the natu
the income, and dividend repatriations of the Comyfsaforeign source income are generally subjetiniied States federal and state inc
tax.

The Company's provision for income taxes consisfatie following components (in millions):

Year Ended December 31,

2012 2011 2010
Current:
Federal $ 1172 $ 36.z $ 103.¢
State and local (2.5 0.€ 30.1
Foreign 63.£ 51.2 73.C
Total current taxes 178.1 88.C 206.7
Deferred:
Federal (24.9) 41.¢ 28.t
State and local (12.9) 3.6 9.7
Foreign 1.8 (24.9) (9.7
Total deferred taxes (35.9) 21.2 28.¢

$ 142.¢ $ 109.2 $ 235.:

Deferred tax assets and liabilities are recogniaethe expected tax consequences of temporargrdiites between the book and tax k
of the Company's assets and liabilities. The faltmatable outlines the principal components of def@ tax items (in millions):

December 31,

2012 2011

Deferred tax assets related to:

Reserves, accrued expenses and employee-relates] ite $ 65.7 $ 40.€

Pension obligations 36.7 40.C

Tax attribute carryovers 4.2 11.¢

Other 22.¢ 20.€
Total deferred tax assets 129.¢ 113.]
Deferred tax liabilities related to:

Intangibles, property and equipment 481t 502.¢
Total deferred tax liabilities 481.% 502.¢
Net deferred tax liability $ 3521 § 389

Uncertain Tax Positions

The Company has established contingency reserves ¥ariety of material, known tax exposures. AsDefcember 31, 2012the tota
amount of tax contingency reserves was $111.9anilliincluding accrued interest and penalties, natet#ted benefits. The Company's
reserves reflect management's judgment as to Hwut®n of the issues involved if subject to judiaeview or other settlement. While
Company believes its reserves are adequate to oeasonably expected tax risks, there can be nvas=se that, in all instances, an issue r:
by a tax authority will be resolved at a finanaialst that does not exceed its related reserve. Wghpect to these reserves, the Comp
income tax expense would include (i) any changdaxireserves arising from material changes duthegperiod in the facts and circumstat
(i.e., new information) surrounding a tax issue &ijdany difference from the Company's tax posit@s recorded in the financial statem
and the final resolution of a tax issue during pegiod. Such resolution could materially increasedecrease income tax expense in
Company's consolidated financial statements inréuperiods and could impact operating cash flows.
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Unrecognized tax benefits represent the aggregateeffect of differences between tax return posgi@nd the amounts otherw
recognized in the Company's consolidated finaratetements, and are reflected in “Income taxeskgaya the Consolidated Balance She
A reconciliation of the beginning and ending amoeininrecognized tax benefits, excluding interest penalties, is as follows (in millions):

2012 2011
Balance as of January 1, $ 1237 $ 618.7
Increases - positions taken in current period (a) 13.1 143.1
Increases - positions taken in prior periods (b) — 34.1
Increases - acquisitions — 9.7
Decreases - positions taken in prior periods (6.2 (27.9
Decreases - settlements with taxing authorities (24.7) (650.9
Decreases - lapse of applicable statute of linoitesti (3.9 (3.0
Balance as of December 31, $ 103.2  § 1235

(@) Includes recurring accruals for issues which ifiitiarose in previous perioc

(b) Changes to positions taken in prior periods relaghanges in estimates used to calculate pridgoge@nrecognized tax benef

The total amount of unrecognized tax benefits tiiagcognized, would affect the effective tax ratas $93.5 million and $115.6 millicat
of December 31, 2012 and 2011 , respectively, ekatuinterest and penalties.

The Company recognizes interest and penaltiesredthect to unrecognized tax benefits in “Provigmmincome taxestn its Consolidate
Statements of Income, and records the associaabidity in “Income taxes payableih its Consolidated Balance Sheets. The Com
recognized $0.5 million , $(4.0) million , and $68llion in interest and penalties during the yeansled December 31, 2012 , 2Girid 201(
respectively. The Company has accrued $20.0 millioth $20.7 million for the payment of interest ghalties as of December 31, 2Gir
2011, respectively.

The unrecognized tax benefits accrual as of DeceBihe2012consists of federal, state and foreign tax matieiis. reasonably possit
that the Company's total unrecognized tax benefiisdecrease by approximately $25 milli@uring the next 12 months in connection \
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 the years 2005 and 2006. The Coytpamited States federal income tax returns stheeSpineff are also eligible to t
examined.

The IRS completed its examination of the Unitediedtdederal consolidated income tax returns oft Bdata for 2003 and 2004, wh
included the Company, and issued a Notice of Daficy in December 2008. In December 2011, the Coynpsached an agreement with
IRS resolving substantially all of the issues medato the Company's restructuring of its internalamperations in 2003. As a result of the
Agreement, the Company expects to make cash pagméapproximately $190 million , of which $92.4lloh were made in the year enc
December 31, 2012 . In the first quarter of 20h@, Company made a $250 milliteix deposit relating to United States federal takilities,
including those arising from the Company’s 200&iinational restructuring, which had been previoasigrued in the Comparsytonsolidate
financial statements. The deposit was recordedrasliction to “Income taxes payablie’the Consolidated Balance Sheets and a decra
cash flows from operating activities in the Condated Statement of Cash Flows. The deposit lintiedurther accrual of interest charges
respect to such tax liabilities, to the extentled teposit. The IRS completed its examination eflilmited States federal consolidated inc
tax returns of First Data, which include the Compsr2005 and pre-Spioff 2006 taxable periods, and issued its reporOatober 31, 201
(“FDC 30-Day Letter”).Furthermore, the IRS completed its examinatiorhef€ompany's United States federal consolidateshiectax returr
for the 2006 post-Spin-off period through 2009 @sdied its report also on October 31, 2012
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(“WU 30-Day Letter”). Both the FDC 30-Day Lettercathe WU 30Day Letter propose tax adjustments affecting them@any, some of whic
are agreed and some of which are unagreed. Bath Bata and the Company filed their respectivegststwith the IRS Appeals Division
November 28, 2012 related to the unagreed propadgsétments. The Company believes its reserveadequate with respect to both
agreed and unagreed adjustments.

As of December 31, 201,2ho provision had been made for United Statesréé@md state income taxes on certain of the Cogipamutsid
tax basis differences, which primarily relate tecwoulated foreign earnings of approximately $4I4adoi , which are expected to be reinve:
outside the United States indefinitely. Upon disition of those earnings to the United States énféihm of actual or constructive dividends,
Company would be subject to United States incomestdsubject to an adjustment for foreign tax d¢sdstate income taxes and pos:
withholding taxes payable to various foreign coastr Such taxes could be significant. Determinatibthis amount of unrecognized defel
United States tax liability is not practicable besa of the complexities associated with its hyptithecalculation.

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 legtviF@rst Data and the Company, subsequent adjustmesy occur that may impact
Company's financial condition or results of operasi

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) (“Spitff Relatec
Taxes”), the Company will be liable to First Data iny such Spiff Related Taxes attributable solely to actiorietaby or with respect
the Company. In addition, the Company will alsoliable for half of any Spireff Related Taxes (i) that would not have been isgubbut fo
the existence of both an action by the Companyandction 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 similarlyléaf it breaches certe
representations or covenants set forth in the tagation agreement. If the Company is requirethttemnify First Data for taxes incurred ¢
result of the Spireff being taxable to First Data, it likely would\Vea material adverse effect on the Company's bssjrfinancial conditic
and results of operations. First Data generally vélliable for all Spin-off Related Taxes, othiean those described above.

11. Employee Benefit Plans
Defined Contribution Plans

The Western Union Company Incentive Savings Pla9X(k)") covers eligible employees on the United Statesqtlgf the Compan:
Employees who make voluntary contributions to tilan receive up to a 4%ompany matching contribution. All matching conttlons ar

immediately vested.

The Company administers more than 25 defined darttdn plans in various countries globally on béhafl approximately1,50(
employee participants as of December 31, 2012h $lans have vesting and employer contributiovigions that vary by country.

In addition, the Company sponsors a mplified deferred compensation plan for a seleoug of highly compensated United St
employees. The plan provides tax-deferred confobatand the restoration of Company matching coutions otherwise limited under the 40!

(K).

The aggregate amount charged to expense in coanestth all of the above plans was $15.3 milliofi12.8 million and$12.0 millior
during the years ended December 31, 2012 , 2012@h@ , respectively.
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Defined Benefit Plan

The Company has one frozen defined benefit pengian (“Plan”) for which it has recorded unfundechgien obligations of$102.:
million and $112.7 million as of December 31, 2@® 2011 , respectively, included in “Other ligi®Bk” in the Consolidated Balance She
The Company made contributions of approximately $#@ion to the Plan in both years ended December 31, 20822811, includin
discretionary contributions of $5 million and $3llion for the years ended December 31, 2012 and 201dectgely. The Company will |
required to fund approximately $23 million to thiarPin 2013.

The Company recognizes the funded status of theiRliés Consolidated Balance Sheets with a comedimg adjustment toAccumulate:
other comprehensive loss,” net of tax.

The following table provides a reconciliation ofetbhanges in the Plan's projected benefit obligafar value of assets and the fun
status (in millions):

2012 2011

Change in projected benefit obligation

Projected benefit obligation as of January 1, $ 414 $ 402.¢
Interest cost 145 17.¢
Actuarial loss 30.2 35.2
Benefits paid (40.5) (41.%)
Projected benefit obligation as of December 31, $ 418.¢ % 414.¢
Change in plan assets

Fair value of plan assets as of January 1, $ 3017 % 290.1
Actual return on plan assets 30.t 28.2
Benefits paid (40.5) (41.9)
Company contributions 25.C 25.C
Fair value of plan assets as of December 31, 316.7 301.5
Funded status of the plan as of December 31, $ (102.7) $ (212.75)
Accumulated benefit obligation as of December 31, $ 4188 $ 414.4

Differences in expected returns on plan assetsatgd at the beginning of the year versus acttatng, and assumptions used to estil
the beginning of year projected benefit obligatensus the end of year obligation (principally disat rate and mortality assumptions) are
a combined basis, considered actuarial gains assk$0 Such actuarial gains and losses are recdgaize component ofCbmprehensiv
income” and amortized to income over the averageamging life expectancy of the plan participantsclided in Accumulated othe
comprehensive loss” as of December 31, 2012 iA®h#lion ( $7.8 million, net of tax) of actuarial losses that are expetddik recognized
net periodic pension cost during the year endeccb®éer 31, 2013 .

The following table provides the amounts recognireithe Consolidated Balance Sheets (in millions):

December 31,

2012 2011
Accrued benefit liability $ (102.7) $ (212.7)
Accumulated other comprehensive loss (pre-tax) 206.¢ 196.¢
Net amount recognized $ 1047 $ 84.1
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The following table provides the components ofpeiodic benefit cost for the Plan (in millions):

Year Ended December 31,

2012 2011 2010
Interest cost $ 147 $ 17.¢ % 20.1
Expected return on plan assets (20.9) (21.9) (20.9
Amortization of actuarial loss 10.5 8.1 6.2
Net periodic benefit cost $ 44 % 47 % 5.

The accrued loss related to the pension liabikhigiuded in “Accumulated other comprehensive losst, of tax, increased $7.7 millign
$12.5 million and $3.9 million in 2012 , 2011 ar®llP , respectively.

The rate assumptions used in the measurement @fdhmpany's benefit obligation were as follows:

2012 2011
Discount rate 3.02% 3.72%
The rate assumptions used in the measurement @fdhmpany's net cost were as follows:
2012 2011 2010
Discount rate 3.7% 4.6%% 5.3(%
Expected long-term return on plan assets 7.0(% 7.0(% 6.5(%

The Company measures the Plan's obligations andabexpense using assumptions that reflect beishasis and are consistent to
extent that each assumption reflects expectatibriistare economic conditions. As the bulk of thengen benefits will not be paid for me
years, the computation of pension expenses anditseisebased on assumptions about future intestes and expected rates of return on
assets. In general, pension obligations are mosiitee to the discount rate assumption, and #esbased on the rate at which the pet
benefits could be settled effectively. The discaaté is determined by matching the timing and amof anticipated payouts under the Pla
the rates from an AA spot rate yield curve. Thevets derived from AA bonds of varying maturities.

The estimated undiscounted future benefit paymamtexpected to be $39.2 million in 2013, $37.8iomlin 2014, $36.3 milliorin 2015
$34.8 million in 2016, $33.2 million in 2017 and4810 million in 2018 through 2022.

The Company employs a building block approach temining the longerm rate of return for plan assets. Historical kets are studie
and long-term historical risk, return, and co-vadea relationships between equities, fixedeme securities, and alternative investment
considered consistent with the widely acceptedtahpiarket principle that assets with higher vditstigenerate a greater return over the
run. Current market factors such as inflation amrest rates are evaluated before lterga capital market assumptions are determ
Consideration is given to diversification, lbatancing and yields anticipated on fixed incomeuséies held. Historical returns are revie\
within the context of current economic conditioaxheck for reasonableness and appropriatenes<dinp@any then applies this rate agait
calculated value for its plan assets. The calcdlagdue recognizes changes in the fair value af pisets over a five-year period.
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Pension plan asset allocation as of December 32, a80d 2011 , and target allocations based ontimesg policies, were as follows:

Percentage of Plan Assets
as of Measurement Date

Asset Class 2012 2011

Equity investments 16% 17%
Debt securities 62% 61%
Alternative investments 22% 22%

Target Allocation

Equity investments 15%
Debt securities 60%
Alternative investments 25%

The assets of the Company's Plan are managedhindgpairty Trust. The investment policy and allocatidrthe assets in the Trust
overseen by the Company's Investment Council. Toegany employs a total return investment approabbreby a mix of equity, fixe
income, and alternative investments are used ieffant to maximize the longerm return of plan assets. Risk tolerance is éstadd throug
careful consideration of plan liabilities and pfanded status. The investment portfolio contaidévarsified blend of equity, fixedicome, an
alternative investments (e.g. hedge funds, royétyts and private equity funds). Furthermore, gginvestments are diversified across Un
States and nobhited States stocks, as well as securities deetoelde growth, value, and small and large capitdbma. Alternativi
investments, the significant majority of which dredge funds, are used in an effort to enhance temy-returns while improving portfol
diversification. Hedge fund strategy types inclubdat are not limited to: commodities/currenciesuigglong-short, globamacro, relativ
value, event driven, and mukirategy. The Plan holds derivative contracts tliyeghich consist of interest rate swap agreemanider whicl
the Plan is committed to pay a short-term LIBORdohgariable interest rate in exchange for a fixgdrest rate based on five and j@&a
maturities. Additionally, derivatives are held iratitly through funds in which the Plan is investedrivatives are used by the Plan to |
reduce the Plan's exposure to interest rate \ibjatihd to provide an additional source of ret®@ash held by the Plan is used to satisfy mi
requirements on the derivatives. Investment riskéasured and monitored on an ongoing basis thrqugtterly investment portfolio reviev
annual liability measurements, and periodic assétliability studies.
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The following tables reflect investments of the Sirthat were measured and carried at fair valuen{ilions). For information on how tl
Company measures fair value, refer to Note 2.

December 31, 2012 Fair Value Measurement Using Total Assets
Asset Class Level 1 Level 2 Level 3 at Fair Value
Equity investments:

Domestic $ 242 $ — % — % 24.2

International (a) 1.4 25.C — 26.4
Debt securities:

Corporate debt (b) — 131.¢ — 131.¢

U.S. treasury bonds 52.2 — — 52.2

State and municipal debt securities — 4.4 — 4.4

Other — 3.1 — 3.1
Alternative investments:

Hedge funds (c) — 447 — 447

Royalty rights and private equity (d) — — 23.¢ 23.¢
Total investments of the Trust at fair value $ 77¢ % 208.t $ 23.¢ % 310.2
Other assets 6.4
Total investments of the Trust $ 7< $ 208.6 $ 23.6 § 316.1
December 31, 2011 Fair Value Measurement Using Total Assets
Asset Class Level 1 Level 2 Level 3 at Fair Value
Equity investments:

Domestic $ 28.1 $ — % — % 28.1

International — 22.2 — 22.4
Debt securities:

Corporate debt (b) — 134.1 — 134.1

U.S. treasury bonds 39.¢ — — 39.¢

U.S. government agencies — 4.7 — 4.7

Other — 3.C — 3.C
Alternative investments:

Hedge funds (c) — 52.¢ — 52.¢

Royalty rights and private equity (d) — — 13.€ 13.€
Total investments of the Trust at fair value $ 67.¢ $ 217.C $ 136 $ 298.t
Other assets 3.2
Total investments of the Trust $ 67 § 217.C  $ 13.6 § 301.7
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(&) Funds included herein have redemption fregesraf daily to monthly, with redemption notice joeis of one to ten business days.
(b) Substantially all corporate debt securitiesiavestment grade securities.

(c) Hedge funds generally hold liquid and readihceable securities, such as public equities, axghtraded derivatives, and corpor
bonds. Hedge funds themselves do not have readditahle market quotations, and therefore are hlusing the Net Asset Vali
(“NAV") per share provided by the investment sponsor od fharty administrator. Funds investing in divehsmige fund strategi
(primarily commingled funds) with the following cgusition of underlying hedge fund investments witlthe pension plans
December 31, 2012: commodities/currencies (24%itgdong/short (21%), globakacro (16%), relative value (16%), event dri
(13%), and multistrategy (10%). As of December 31, 2012, fundsuishetl herein had redemption frequencies of monthiguarterly
with redemption notice periods of one to 45 days.

(d) Diversified investments in royalty rights relatedthe sale of pharmaceutical products by thirdigsurtAlso included are private equ
funds with a focus on venture capital. These immesits are illiquid, with investment distributiongpected to be received over the r
five to seven years.

The maturities of debt securities as of DecembeB812 range from less than one year to approxignd&years with a weightedverag
maturity of 15 years.

The following tables provide summaries of changetheé fair value of the Trust's Level 3 financiasets (in millions):

Royalty Rights Private Equity Total

Balance, January 1, 2011 $ — ¢ 1.3 % 1.2
Actual return on plan assets:

Relating to assets still held as of the reportiated — (0.9 (0.9

Relating to assets sold during the period — 0.¢ 0.¢
Net purchases and sales 114 0.8 12.2
Balance, December 31, 2011 $ 114 % 22 % 13.€
Actual return on plan assets:

Relating to assets still held as of the reportiatgd 1.€ 0.1 1.7

Relating to assets sold during the period 0.8 (0.7 0.7
Net purchases and sales 7.€ 0.2 7.€
Balance, December 31, 2012 $ 214§ 24§ 23.¢

Royalty rights are held through investment fundsede investments are priority interests in conti@atoyalty revenue derived from -
sale of pharmaceutical products that entitle tlestment fund to receive a portion of revenue ftbenpatenprotected product. The fair va
of the Company's investment in royalty rights isneated using consensus sales estimates for threnpleautical products obtained from third
party experts, which are multiplied by the contuattroyalty rate, and then discounted by an interat® based off the estimated weigl
average cost of capital of the pharmaceutical séafiproximately 12% ).

Private equity funds invest in the namarketable securities of individual private comganiThese private companies ultimately

become public in the future. The fair value of Bempany's investment in private equity funds isnested using many types of inpt
including historical sales multiples, valuationscomparable public companies, and recently comgletgiity financings.
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12. Operating Lease Commitments

The Company leases certain real properties forasseustomer service centers and administrativesates offices. The Company ¢
leases data communications terminals, computers adiite equipment. Certain of these leases contaimewal options and escalat
provisions. Total rent expense under operatingelgaset of sublease income, was $53.9 million ,Z4dillion and $34.7 milliorduring the
years endeDecember 31, 2012, 2011 and 2010, respectively.

As of December 31, 2012, the minimum aggregateater@mmitments under all naancelable operating leases, net of sublease ir
commitments aggregating $1.0 million through 204&re as follows (in millions):

Year Ending December 31,

2013 $ 40z
2014 30.€
2015 24.¢
2016 18.t
2017 14.¢
Thereafter 21.1

Total future minimum lease payments $ 149

13. Stockholders' Equity
Accumulated other comprehensive Ic

Accumulated other comprehensive loss includeshalhges in equity during a period that have yettodzognized in income, except th
resulting from transactions with shareholders. Tiegor components include unrealized gains and $osseinvestment securities, gains
losses from cash flow hedging activities, foreigmrency translation adjustments and defined bepefision plan liability adjustments.

Unrealized gains and losses on investment secuthigg are available for sale, primarily state amahicipal debt securities, are include
“Accumulated other comprehensive loss” until theestment is either sold or deemed other-tteamporarily impaired. See Note 7 for furt
discussion.

The effective portion of the change in fair valuiederivatives that qualify as cash flow hedges @eorded in Accumulated othe
comprehensive lossGenerally, amounts are recognized in income whenré¢hated forecasted transaction affects earniigs. Note 14 f
further discussion.

The assets and liabilities of foreign subsidiavie®se functional currency is not the United Stalgltar are translated using the approp
exchange rate as of the end of the year. Foreigerey translation adjustments represent unrealigads and losses on assets and liabi
arising from the difference in the foreign countyrrency compared to the United States dollar. &lggns and losses are accumulate
comprehensive income. When a foreign subsidiangubstantially liquidated, the cumulative translatigain or loss is removed fr
“Accumulated other comprehensive loss” and is racxayl as a component of the gain or loss on tleefahe subsidiary.

The defined benefit pension plan liability adjusimés recognized for the difference between estthatssumptions (e.g., asset rett
discount rates, mortality) and actual results. @hmunt in “Accumulated other comprehensive lassimortized to income over the remair
life expectancy of the plan participants. Detaflthe pension plan's assets and obligations arkiesgl further in Note 11.
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The components of accumulated other comprehensss het of tax, were as follows (in millions):

Year Ended December 31,

2012 2011 2010
Unrealized gains on investment securities $ 77 $ 48 $ 3.1
Unrealized gains/(losses) on hedging activities (21.9 5.1 (21.9
Foreign currency translation adjustment (8.5 (6.3 4.3
Defined benefit pension liability adjustment (129.9) (122.9) (209.%)
$ (152.¢) $ (118.5 $ (132.9)

Cash Dividends Paid

During 2012, the Company's Board of Directors dedaa quarterly cash dividend of $0.12& common share in the fourth quarter
$0.10 per common share in each of the first threstgrs, representing $254.2 million in total dands. Of this amount, $72.0 millievas pai
on December 31, 2012, $59.9 million was paid onoBet 8, 2012, $60.7 million was paid on June 29,22éind $61.6 milliorwas paid o
March 30, 2012. During 2011, the Company's Boar®ioéctors declared quarterly cash dividends o08@er common share in each of
last three quarters of 2011 and $0.07 per commaresim the first quarter of 2011, representing $29illion in total dividends. Of th
amount, $49.6 million was paid on both December281,1 and October 7, 2011, $50.3 million was paidione 30, 2011 ar44.7 millior
was paid on March 31, 2011. During 2010, the ComisaBoard of Directors declared quarterly cashdéinds of $0.0per common share
the fourth quarter and $0.06 per common sharecdh e&the first three quarters representing $18&lBon in total dividends. Of this amou
$45.8 million was paid on December 31, 2010, $38ildlon was paid on October 14, 2010, $39.6 millwas paid on June 30, 2010 &D.-
million was paid on March 31, 2010.

On February 21, 2013 , the Company's Board of Birscdeclared a quarterly cash dividend of $0.1@5g9hare payable ddarch 29
2013.

Share Repurchase

During the years ended December 31, 2012 , 20112846 , 51.0 million , 40.3 million and 35.6 milichares, respectively, have b
repurchased for $771.9 million , $800.0 million é&B4.5 million , respectively, excluding commisspat an average cost of $15.129.8!
and $16.44 per share, respectively. As of Decer@bep012, $393.6 milliomnemains available under share repurchase authornsaapprove
by the Board of Directors through December 31, 2013
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14. 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, and other currencies, related to fortechsioney transfer revenues and on m
transfer settlement assets and obligations. Thep@agnis also exposed to risk from derivative cartgavritten to its customers arising frorr
crosseurrency Business Solutions payments operationditiddally, the Company is exposed to interest rak related to changes in matr
rates both prior to and subsequent to the issuahdebt. The Company uses derivatives to (a) mireniis exposures related to change
foreign currency exchange rates and interest ratek (b) facilitate crossurrency Business Solutions payments by writingivaéives tc
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 derivativestipavith small an
medium size enterprises. The primary credit ridgkenent 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 ablb@tdounterparties' ability to perform. The Compamgdged 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 cagreexchange rat
compared to the United States dollar could havefasacasted revenues denominated in other curremelesed to its business. As
December 31, 2012 , the Company’s longer-term goresurrency forward contracts had maturities of aximum of 24 months with
weightedaverage maturity of approximately one year. Thesaracts are accounted for as cash flow hedge®retésted revenue, w
effectiveness assessed based on changes in theapof the affected currencies during the peabdesignation. Accordingly, all change:
the fair value of the hedges not considered effear portions of the hedge that are excluded filoenmeasure of effectiveness are recogi
immediately in “Derivative gains/(losses), net” kit the Company’s Consolidated Statements of Income

The Company also uses short duration foreign cayréorward contracts, generally with maturitiesnr@ few days up to one month
offset foreign exchange rate fluctuations on settliet assets and obligations between initiation seilement. In addition, forward contra
typically with maturities of less than one yeae atilized to offset foreign exchange rate fluciomag 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 contractsoh December 31, 201&ere a
follows (in millions):

Contracts not designated as hedges:

Euro $ 254.¢
Canadian dollar 47.2
British pound 40.¢
Other 179.¢
Contracts designated as hedges:
Euro $ 485.2
Canadian dollar 126.5
British pound 95.¢
Australian dollar 48.1
Other 83.2
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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&832.0 million , $154.6 million , and $105.0 ol for the years ended December 31, 201°
2011 and 2010 respectively. None of the derivative contractesdus Business Solutions operations are desigregeatcounting hedges. 1
duration of these derivative contracts at incepisogenerally less than one year.

The aggregate equivalent United States dollar natiamounts of foreign currency derivative custocartracts held by the Company
its Business Solutions operations as of DecembeR@12 were approximately $3.9 billiorThe significant majority of customer contracts
written in major currencies such as the Canadidiarj@uro, British pound, and Australian dollar.

Interest Rate Hedgin— Corporate

The Company utilizes interest rate swaps to effetichange the interest rate payments on a podifdis 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 utilizing the sloot method, which permits an assumption of no ewiteness if certain criteria are met.
change in fair value of the interest rate swapsfftset by a change in the carrying value of thetdeding hedged within “Borrowingsh the
Consolidated Balance Sheets and “Interest expengbé Consolidated Statements of Income has bejeistad to include the effects of intel
accrued on the swaps.

The Company, at times, utilizes derivatives to leetite forecasted issuance of fixede debt. These derivatives are designated a:
flow hedges of the variability in the fixadte coupon of the debt expected to be issued effaetive portion of the change in fair value o
derivatives is recorded in “Accumulated other coaf@nsive loss” in the Consolidated Balance Sheets.

As of December 31, 2012 and 2011 , the Company intddest rate swaps in an aggregate notional atrafu$800.0 million and$500.(

million , respectively. Of this aggregate notiomahount held at December 31, 2012, $500.0 millidated to notes due in 2014 aBd00.(
million related to notes due in 2018.
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Balance Shee

The following table summarizes the fair value ofidatives reported in the Consolidated Balance &hag of December 31, 2012 and
December 31, 2011 (in millions):

Derivative Assets Derivative Liabilities
Fair Value Fair Value
Balance Sheet December 31, December 31, Balance Sheet December 31, December 31,
Location 2012 2011 Location 2012 2011
Derivatives — hedges:
Interest rate fair value hedges —
Corporate Other assets  $ 131 % 4.4 Other liabilites  $ —  $ —
Foreign currency cash flow hedges
Consumer-to-Consumer Other assets 10.¢ 37.C Other liabilities 17.€ 6.€
Total $ 23 $ 41.2 $ 176 $ 6.€
Derivatives — undesignated:
Foreign currency — Business
Solutions Other assets  $ 71¢  $ 79.€ Other liabilities $ 665 $ 67.€
Foreign currency — Consumer-to-
Consumer Other assets 1.C 3.€ Other liabilities 2.C 12.¢
Total $ 728 % 83. $ 685 $ 80.C
Total derivatives $ 9.8 $ 124.¢ $ 86.1 $ 86.€

The following table summarizes the net fair valfiéerivatives held as of December 31, 2012 and thgiected maturities (in millions):

Total 2013 2014 Thereafter
Foreign currency cash flow hedges — Consumer-tosGmer $ 6.8 $ 1.8 $ B0 $ =
Foreign currency undesignated hedges — Consum@otisumer (1.0 (1.9 — —
Foreign currency undesignated hedges — Businessi@u 5.4 5.4 — —
Interest rate fair value hedges — Corporate 13.1 — 12.¢ 0.2
Total $ 107 $ 2€ $ 7¢ 9% 0.z

Income Statemen

The following tables summarize the location and amiof gains and losses of derivatives in the Chasted Statements of Incol
segregated by designated, qualifying hedging instnts and those that are not, for the years endegrbber 31, 2012 , 2011 and 2qi0
millions):

Fair Value Hedges

The following table presents the location and amadigains/(losses) from fair value hedges forybars ended December 31, 202911
and 2010 (in millions):

Gain/(Loss) Recognized in Income on Gain/(Loss) Recognized in Income on
Derivatives Related Hedged Item (a)
Income Amount Income Amount
Statement Statement
Derivatives Location 2012 2011 2010 Hedged Item Location 2012 2011 2010
Interest rate contracts Interest expense  $ 3.¢ $11.& $ 13.: Fixed-rate debt Interestexpense  $ 3.7 $12.6 $ 10t
Total gain $ 3¢ $11& $13: $ 37 $12¢ $10:&
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Cash Flow Hedges

The following table presents the location and amafigains/(losses) from cash flow hedges for tharg ended December 31, 20PD11

and 2010 (in millions):

Gain/(Loss) Recognized Gain/(Loss) Reclassified Gain/(Loss) Recognized in Income on
in OCI on Derivatives from Accumulated OCI into Income Derivatives (Ineffective Portion and Amount
(Effective Portion) (Effective Portion) Excluded from Effectiveness Testing) (b)
Amount Amount Amount
Income Income
Derivatives 2012 2011 2010 Statement Location 2012 2011 2010 Statement Location 2012 2011 2010
Foreign currenc Derivative
contracts $ (20.) $ 164 $ 20.C Revenue $ 134 $ (309 $ 24t gains/(losses),net $ (0.1) $ (10.2) $ (1.5
Interest rate
contracts (c) — (21.¢) (4.2) Interest expense (3.6) (2.7 (1.5) Interest expense — — (0.2)
Total gain/(loss) $ (20.)) $ (5.2 $ 15.¢ $ 9¢& $ (330 $ 23cC $ (01 $ (102 $ (1.6

Undesignated Hedges

The following table presents the location and ama@afmnet gains/(losses) from undesignated hedgeshfo years endeBecember 3:

2012, 2011 and 2010 (in millions):

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

Income Statement Location Amount

Derivatives 2012 2011 2010

Foreign currency contracts (e) Selling, general and administrative $ (106 $ 59 $ (10

Foreign currency contracts (f) Derivative gains/(losses), net 0.€ 21.¢ 0.€

Total gain/(loss) $ (100 $ 27& $ (049

(a) The 2012 gain of $3.7 million was comprisedadioss in value on the debt of $3.9 milliand amortization of hedge accoun
adjustments of $7.6 million . The 2011 gain of $lillion was comprised of a loss in value on thebtdof $11.8 millionanc
amortization of hedge accounting adjustments of4#4llion . The 2010 gain of $10.5 milliomas comprised of a loss in value on
debt of $13.3 million and amortization of hedgeagtting adjustments of $23.8 million .

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

(c) The Company uses derivatives to hedge thedsted issuance of fixed-rate debt and recordeftieetive portion of the derivative’
fair value in “Accumulated other comprehensive ldasthe Consolidated Balance Sheets. These amauatseclassified tolfiteres
expense” in the Consolidated Statements of Incovee the life of the related notes.

(d) The Company uses foreign currency forward and aptiontracts as part of its Business Solutions paysneperations. The
derivative contracts are excluded from this talsl¢hey are managed as part of a broader currentfiplpmthat includes nomerivative
currency exposures. The gains and losses on tlees@tives are included as part of the broaderasce 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 gain/(loss) on settlenassets and obligations and ¢
balances were $7.8 million , $(20.5) million an@.%5) million for the years ended 2012 , 2011 antil?0respectively.

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

contract. Additionally, in the year ended DecemBg&r 2011, the Company entered into derivative emt$t consisting of forei
currency forward contracts with maturities of I&san one year, to reduce the economic variabitgted to the cash amounts use
fund acquisitions of businesses with purchase gridenominated in foreign currencies, primarily fbe TGBP acquisition, ai
recorded a net gain of $20.8 million in “Derivatvgains/(losses), net.”
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An accumulated other comprehensive pre-tax gai$10® million related to the foreign currency forward contractexpected to |
reclassified into revenue within the next 12 merak of December 31, 2012 . Approximately $3.6iomlbf net losses on the forecasted
issuance hedges are expected to be recognizedtarést expense” in the Consolidated Statemenitscome within the next 12nonths as «
December 31, 2012 . Nmmounts have been reclassified into earnings asutof the underlying transaction being considgnebable of nc
occurring within the specified time period.

15. Borrowings

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

December 31, 2012 December 31, 2011
Due in less than one year:
Commercial paper $ — 3 297.(
Floating rate notes (effective rate of 0.9%) du&30 300.( 300.(
Due in greater than one year (a):
6.500% notes (effective rate of 5.6%) due 2014 500.( 500.(
2.375% notes (effective rate of 2.4%) due 2015 (b) 250.( —
5.930% notes due 2016 (c) 1,000.( 1,000.(
2.875% notes (effective rate of 3.0%) due 2017 (b) 500.( —
3.650% notes (effective rate of 4.4%) due 2018 400.( 400.(
5.253% notes due 2020 (c) 324.¢ 324.¢
6.200% notes due 2036 (c) 500.( 500.(
6.200% notes due 2040 (c) 250.( 250.(
Other borrowings 5.8 8.8
Total borrowings at par value 4,030. 3,580.
Fair value hedge accounting adjustments, net (a) 20.2 23.¢
Unamortized discount, net (21.9) (21.9
Total borrowings at carrying value (d) $ 4,029.. $ 3,5683.:
€) The Company utilizes interest rate swaps desigredeir value hedges to effectively change theré@st rate payments on a portio

its notes from fixed-rate payments to short-terlBQR-based variable rate payments in order to managwésll exposure to intert
rates. The changes in fair value of these inteetstswaps result in an offsetting hedge accourijgstment recorded to the carry
value of the related note. These hedge accountpgtnents will be reclassified as reductions tinoreases in “Interest expensga”
the Consolidated Statements of Income over thefithe related notes, and cause the effectiveafataterest to differ from the notes’
stated rate.

(b) On December 10, 2012, the Company issued $250lmmdf aggregate principal amount of 2.37%#secured fixed rate notes |
2015 (“2015 Notes”) and $500.0 million of aggregptimcipal amount of 2.875% unsecured fixed ratees@ue 2017 (“2017 Notes”
The interest rate on the 2015 Notes and 2017 No#gsbe adjusted under certain circumstances asildbedbelow.

(c) The difference between the stated interest ratdtendffective interest rate is not significi

(d) As of December 31, 2012 , the Company's weiatverage effective rate on total borrowings was@imately 4.8%

The Company's maturities of borrowings at par vasie@f December 31, 2012 are $300.0 million in 268680.0 million in 2014$250.(
million in 2015, $1.0 billion in 2016, $500.0 mdk in 2017 and approximately $1.5 billion thereafte

The Company's obligations with respect to its @umding borrowings, as described above, rank equally
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Commercial Paper Program

Pursuant to the Company's commercial paper progteenCompany may issue unsecured commercial pages iin an amount not
exceed $1.5 billioutstanding at any time, reduced to the extentoofdwings outstanding on the Company's Revolvingd@rFacility. Thi
Commercial Paper Notes may have maturities of updo days from date of issuance. The Company hadormomercial paper borrowin
outstanding as of December 31, 2012 . During tle@syended December 31, 2012 and 20the average commercial paper balance outsta
was $161.3 million and $89.7 million , respectiveind the maximum balance outstanding was $422l®@mand $784.1 million respectively
Proceeds from the Company's commercial paper bargswere used for general corporate purposes.

Revolving Credit Facility

On September 23, 2011, the Company entered intedit agreement which expires January 2017 progidor unsecured financil
facilities in an aggregate amount of $1.65 billioimcluding a $250.0 million letter of credit subeflity and a $150.0 million swing line sub-
facility (“Revolving Credit Facility”). The Revolving Credit Facility contains certain coaats that, among other things, limit or restria
Company's ability to sell or transfer assets orgaer consolidate with another company, grant getiges of security interests, incur cer
types of liens, impose restrictions on subsidiaiyidénds, enter into sale and leaseback transagtion incur certain subsidiary le
indebtedness, subject to certain exceptions. Thepaay is required to maintain compliance with a sobidated interest coverage ri
covenant. The Revolving Credit Facility supportsrbwings under the Company's $1.5 billion commengéper program.

Interest due under the Revolving Credit Facilityfiied for the term of each borrowing and is pagahtcording to the terms of t
borrowing. Generally, interest is calculated usingelected LIBOR rate plus an interest rate maojih00 basis points. A facility fee df2.t
basis points is also payable quarterly on the fatlity, regardless of usage. Both the interast margin and facility fee percentage are
on certain of the Company's credit ratings.

As of and during the years ended December 31, 208122011 , the Company had oatstanding borrowings under the Revolving Ci
Facility. As of December 31, 2012 , the Company hadommercial paper borrowings outstanding anaf &ecember 31, 2011the Compan
had $297.0 million of commercial paper borrowinggstanding, which left $1,650.0 million and $1,35#&illion remaining that was availal
to borrow on the Revolving Credit Facility, respeely.

Notes

On December 10, 2012, the Company issued $250l®mand $500.0 milliorof aggregate principal amounts of unsecured nobe
December 10, 2015 and December 10, 2017, resplyctiaéerest with respect to the 2015 Notes and72Rbtes is payable serainually ir
arrears on June 10 and December 10 of each yaaendy based on the per annum interest rates3#52 and 2.875% respectively. TF
interest rates payable on the 2015 Notes and 2Git#&sNwill be increased if the debt rating assigteduch notes is downgraded by
applicable credit rating agency, beginning at amgnede below investment grade. However, in no ewdlhthe interest rate on either the 2!
Notes or 2017 Notes be increased by more than 2dfi%e 2.375% and 2.875% per annum, respectivély.ifterest rates on the 2015 N
and 2017 Notes may also be adjusted downward for @d¢ing upgrades subsequent to any debt ratimghgmdes but may not be adjus
below 2.375% and 2.875% per annufhe 2015 Notes and 2017 Notes are subject to cot®ilaat, among other things, limit or restrict
ability of the Company to sell or transfer assetmerge or consolidate with another company, amit lbr restrict the Company's and certai
its subsidiaries' ability to incur certain typessefcurity interests, or enter into sale and leadebansactions. If a change of control trigge
event occurs, holders of the 2015 Notes and 201édNmay require the Company to repurchase somé of their notes at a price equal
101%of the principal amount of their notes, plus angraed and unpaid interest. The Company may redkeer@15 Notes and 2017 Note
any time prior to maturity at the greater of paagrice based on the applicable treasury rate38wnd 40 basis points, respectively.
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On August 22, 2011, the Company issued $400.0anilif aggregate principal amount of unsecured ndtesAugust 22, 2018 Z01¢
Note¢"). Interest with respect to the 2018 Notes is fgaemiannually in arrears on February 22 and August 28agh year, based on
fixed per annum interest rate of 3.650%he 2018 Notes are subject to covenants thatpngmother things, limit or restrict the ability dfe
Company to sell or transfer assets or merge oratiolate with another company, and limit or restiliie Company's and certain of
subsidiaries' ability to incur certain types of w#y interests, or enter into certain sale andsédack transactions. If a change of co
triggering event occurs, holders of the 2018 Notey require the Company to repurchase some of tile@r notes at a price equal to 10D%
the principal amount of their notes, plus any aedrand unpaid interest. The Company may redee@h@ Notes at any time prior to matu
at the greater of par or a price based on the eglpé treasury rate plus 35 basis points.

On March 7, 2011, the Company issued $300.0 milibaggregate principal amount of unsecured floatatg notes due March 7, 2(
(“2013 Notes”).Interest with respect to the 2013 Notes is payghkterly in arrears on each March 7, June 7, Sdme 7 and December
beginning June 7, 2011, at a per annum interestegial to the thremonth LIBOR plus 58 basis points (reset quarteriy)e 2013 Notes a
subject to covenants that, among other thingst kimrestrict the ability of the Company to selltansfer assets or merge or consolidate
another company, and limit or restrict the Compsuayld certain of its subsidiaries' ability to incertain types of security interests, or €
into sale and leaseback transactions. If a chahg®rdrol triggering event occurs, holders of t#2 Notes may require the Compan
repurchase some or all of their notes at a pricsletp 101%of the principal amount of their notes, plus angraed and unpaid interest. 1
Company has the ability to use existing financiogrses, including the Revolving Credit Facility ammercial paper program, and ci
including cash generated from operations and pax&em the 2015 Notes and 2017 Notes to repaydeti$ obligation.

On June 21, 2010, the Company issued $250.0 mitifaggregate principal amount of unsecured notesJdne 21, 2040 (“2040 Notgs”
Interest with respect to the 2040 Notes is payabtaiannually on June 21 and December 21 each year loastee fixed per annum inter
rate of 6.200% The 2040 Notes are subject to covenants thatpgrather things, limit or restrict the Company'sl @ertain of its subsidiarit
ability to grant certain types of security intesest enter into sale and leaseback transactiores Cimpany may redeem the 2040 Notes a
time prior to maturity at the greater of par oz based on the applicable treasury rate plusa3@s points.

On March 30, 2010, the Company exchanged $303.[fomibf aggregate principal amount of the 2011 Notesufasecured notes ¢
April 1, 2020 (“2020 Notes”). Interest with respéctthe 2020 Notes is payable sesmiqually on April 1 and October 1 each year basethe
fixed per annum interest rate of 5.253% . In cotinacwith the exchange, note holders were giver¥apfemium ( $21.2 millior), whict
approximated market value at the exchange dateddgional principal. As this transaction was acted for as a debt modification, t
premium was not charged to expense. Rather, thmipne along with the offsetting hedge accountingusitnents, will be accreted ir
“Interest expensebver the life of the notes. The 2020 Notes areenilip covenants that, among other things, limitestrict the Compan)
and certain of its subsidiaries' ability to graattain types of security interests, incur debttlie case of significant subsidiaries), or enteo
sale and leaseback transactions. The Company rdagmrethe 2020 Notes at any time prior to matutityra greater of par or a price base:
the applicable treasury rate plus 15 basis points.

The 2020 Notes were originally issued in relianceexemptions from the registration requirementghef Securities Act of 1933,
amended (the “Securities Act'Pn October 8, 2010, the Company exchanged the RRi28s for notes registered under the Securities
pursuant to the terms of a Registration Rights Agrent.

On February 26, 2009, the Company issued $500lbmibf aggregate principal amount of unsecure@sialue February 26, 20142014
Note¢”). Interest with respect to the 2014 Notes is fegademiannually on February 26 and August 26 each yeardoas the fixed per annt
interest rate of 6.500%The 2014 Notes are subject to covenants thatpngmother things, limit or restrict the Company'sl aertain of it
subsidiaries' ability to grant certain types ofuséy interests or enter into sale and leasebaakstictions. The Company may redeem the
Notes at any time prior to maturity at the greafgpar or a price based on the applicable treasaigyplus 50 basis poin

On November 17, 2006, the Company issued $1.0obiliggregate principal amount of 5.400% Notes 2iEl (“2011 Notes™anc

$500.0 million aggregate principal amount of 6.200%tes due 2036 (“2036 Notes"The 2011 Notes were redeemed upon maturi
November 2011
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Interest with respect to the 2036 Notes is payablaiannually on May 17 and November 17 each year bagette fixed per annu
interest rate of 6.200%The 2036 Notes are subject to covenants thatpngmther things, limit or restrict the Company'sl aertain of it
subsidiaries' ability to grant certain types ofwséy interests, incur debt (in the case of sigmfit subsidiaries), or enter into sale and leas
transactions. The Company may redeem the 2036 Nwtasy time prior to maturity at the greater of paa price based on the applic:
treasury rate plus 25 basis points.

On September 29, 2006, the Company issued $1i6rbdf aggregate principal amount of unsecured notesinng on October 1, 20
(“2016 Notes”). Interest on the 2016 Notes is pé&yalemiannually on April 1 and October 1 each year based fixed per annum interest r
of 5.930%. The 2016 Notes are subject to covenants thatpngnather things, limit or restrict the Company'sl aertain of its subsidiarit
ability to grant certain types of security intesgshcur debt (in the case of significant subsid&ror enter into sale and leaseback transac
The Company may redeem the 2016 Notes at any tiimetp maturity at the greater of par or a prieeséd on the applicable treasury rate
20 basis points.
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16. Stock Compensation Plans
Stock Compensation Plar
The Western Union Company 2006 Long-Term InceRtiae

The Western Union Company 2006 Long-Term Incenilan (“2006 LTIP”)provides for the granting of stock options, restcstoc
units, unrestricted stock awards and other equiseldd awards to employees who perform serviceshioitCompany. A maximum df20.(
million shares of common stock may be awarded uttteR006 LTIP, of which 35.0 million shares araitable as of December 31, 2012 .

Options granted under the 2006 LTIP are issued aitrcise prices equal to the fair market valug/estern Union common stock on
grant date, have 10 -year terms, and typically westr fourequal annual increments beginning 12 months afterdate of grant, with tl
exception of options granted to retirement eligietaployees, which will vest on a prorated basignugermination. Compensation expe
related to stock options is recognized over theissg service period.

Restricted stock awards and units granted undeP®d& LTIP typically become 100% vested on thedhyear anniversary of the gr
date, with the exception of restricted stock ugitsnted to retirement eligible employees, whicH wélst on a prorated basis, upon termina
The fair value of the awards granted is measuregdan the fair value of the shares on the dagranit. Certain share unit grants do
provide for the payment of dividend equivalentsr Bmse grants, the value of the grants is redigethe net present value of the foreg
dividend equivalent payments. The related comp@rsaikpense is recognized over the requisite seigiod which is the same as the ve:
period.

The compensation committee of the Company's Boafdirectors has also granted the Company's exessitand other key employ:s
long-term incentive awards under the 2006 LTIP Wwtdonsist of two-thirds performance based restlisteck unit awards and omlgird stocl
option awards. The performance based restrictezk atoits are restricted stock awards. The grarg €t value is fixed and the amoun
restricted stock units depends upon certain firsdraoid strategic performance objectives being et a twoyear period plus an additiol
one-year vesting period after the twear performance period. For the 2012 awards, gehient is also limited if certain total shareho
return metrics are not met over the three yeainggteriod. The actual number of performance basstticted stock units that the recipie
receive ranges from 0% to 300% of the target nunobestock units granted under the LTIP based onaitldevement of the performai
objectives. Additionally, the compensation comnattganted nomxecutive employees of the Company participatinthen2006 LTIP annu
equity grants of two-thirds restricted stock umital onethird stock option awards, or all restricted stackts depending on their employm
grade level.

In 2012, the Company started granting bonus stodis vut of the 2006 LTIP to the n@amployee directors of the Company. Since b
stock units vest immediately, compensation expénsecognized on the date of grant based on thediie of the awards when granted. Tl
awards may be settled immediately unless the faatit elects to defer the receipt of common shaneler the applicable plan rules.

The Western Union Company 2006 Non-Employee Diré&rjoity Compensation Plan

The Western Union Company 2006 Non-Employee DireEtpuity Compensation Plan (“2006 Director Plapipvides for the granting
equity-based awards to ne@mployee directors of the Company. Options graoteder the 2006 Director Plan are issued with egerprice
equal to the fair market value of Western Union nwn stock at the grant date, haveyBaw terms, and vest immediately. Since option:
deferred stock units under this plan vest immetliaompensation expense is recognized on the afaggant based on the fair value of
awards when granted. Awards under the plan magtied immediately unless the participant electddfer the receipt of the common sh.
under applicable plan rules. A maximum of 1.5 roillishares of common stock may be awarded under thé Rib8ctor Plan. As «
December 31, 2012 , the Company has awarded 1llibmdptions and 0.3 million unrestricted stock tario nonemployee directors of t
Company.

128




Table of Contents

THE WESTERN UNION COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Impact of Spir-Off to Stock-Based Awards Granted Under First Da@dans

At the time of the Spin-off, First Data convertédck options, restricted stock awards and resttisteck units (collectively, “StocBase!
Awards”) of First Data stock held by Western Union and Hbsta employees. For Western Union employees, eatdtanding First Da
Stock-Based Award was converted to new Western iUSikmck-Based Awards. For First Data employeed) eatstanding First Data Stock-
Based Award held prior to the Spin-off was conveitéo one replacement First Data Stock-Based Aweaidione Western Union Sto8asel
Award. The new Western Union and First Data Stoekeé®l Awards maintained their preaversion aggregate intrinsic values, and, incts
of stock options, their ratio of the exercise ppet share to their fair value per share.

After the Spineff, the Company receives all cash proceeds relatélde exercise of all Western Union stock optjamsognizes all sto
compensation expense and retains the resultingpaaefits relating to Western Union awards held bgst®rn Union employees. First D
recognizes all stock-based compensation expenseesaids all associated tax benefits for WesterioistockBased Awards held by Fi
Data employees.

Stock Option Activity

A summary of Western Union stock option activity the year ended December 31, 2045 as follows (options and aggregate intri
value in millions):

Year Ended December 31, 2012
Weighted-Average

Remaining Aggregate
Weighted-Average Contractual Term Intrinsic
Options Exercise Price (Years) Value
Outstanding as of January 1 30.7 $ 19.0¢
Granted 2.7 17.8¢
Exercised (3.0 17.1¢
Cancelled/forfeited (3.9 24 .4¢
Outstanding as of December 31 27.C 3 18.4¢ 4z $ 2.8
Options exercisable as of December 31 22.4 g 18.6¢ 33 % 2.1

As of December 31, 2012 , approximately 26#@utstanding options to purchase shares of comstack of the Company were held
employees of First Data, all of which have vested.

The Company received $51.9 million , $98.8 milliamd $44.1 milliorin cash proceeds related to the exercise of stptikres during th
years endeDecember 31, 2012 , 2011 and 2Q1@spectively. Upon the exercise of stock opti@gres of common stock are issued -
authorized common shares.

The Company's calculated pool of excess tax benefitilable to absorb writgifs of deferred tax assets in subsequent perioak
approximately $4.6 million as of December 31, 20The Company realized total tax benefits durir@ytbars ended December 31, 202011
and 2010 from stock option exercises of $1.2 milli&4.8 million and $1.4 million , respectively.

The total intrinsic value of stock options exerdisturing the years ended December 31, 2012 , 20d12610 was $5.1 million $20.¢
million and $8.2 million , respectively.
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Restricted Stock Activit

A summary of Western Union activity for restrictatiock units and performance based restricted stotts for the year end
December 31, 2012 is listed below (units in milBon

Year Ended December 31, 2012

Number Weighted-Average
Outstanding Grant-Date Fair Value
Non-vested as of January 1 3.9 $ 16.8¢
Granted 2.7 16.6¢
Vested (2.0) 13.3¢
Forfeited (0.8) 17.2¢
Non-vested as of December 31 4.8 $ 17.3¢

Stock-Based Compensation
The following table sets forth the total impactearnings for stockased compensation expense recognized in the Gaeisal Statemer

of Income resulting from stock options, restricétdck units, performance based restricted stods @amd bonus stock units for the years e
December 31, 2012, 2011 and 2010 (in millionsgekper share data).

Year Ended December 31,

2012 2011 2010
Stock-based compensation expense $ (340 % (312 $ (359
Income tax benefit from stock-based compensatigeese 10.C 9.8 11.€
Net income impact $ (240 % (21.4 $ (249
Earnings per share:
Basic and Diluted $ (0.0 % (0.0 $ (0.09

As of December 31, 2012 , there was $15.2 millibiotal unrecognized compensation cost, net of rassuforfeitures, related to non-
vested stock options which is expected to be rezednover a weighted-average period of 2.5 yeams, there was $34.1 millioof total
unrecognized compensation cost, net of assumeelitiods, related to novested restricted stock units and performance besstdcted stoc
units which is expected to be recognized over gkted-average period of 1.8 years.

Fair Value Assumptions

The Company used the following assumptions foBlaek-Scholes option pricing model to determine the valli&/estern Union optiol
granted.

Year Ended December 31,

2012 2011 2010
Stock options granted:

Weighted-average risk-free interest rate 1.2% 2.5% 2.7%
Weighted-average dividend yield 1.8% 1.4% 1.2%
Volatility 33.2% 31.(% 33.9%
Expected term (in years) 6.0¢ 5.8( 5.8(C
Weighted-average grant date fair value $ 4.9 $ 5.9¢ $ b5.12

Risk-free interest rate The riskiree rate for stock options granted during thequkis determined by using a United States Treasate
for the period that coincided with the expectedietisted above.
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Expected dividend yield The Company's expected annual dividend yield és dhlculation of the annualized Western Union dinit
divided by an average Western Union stock priceach respective grant date.

Expected volatility For the Company's executives and monployee directors, the expected volatility for #6412, 2011 and 2010 gra
was 33.2% , 29.7% and 32.8% , respectively. Theeegl volatility for the Company's non-executiveptogees was 33.2% , 31.9% aBdl.5%
for the 2012, 2011 and 2010 grants, respectivehe Tompany used a blend of implied and historicdhtility. The Company's implie
volatility was calculated using the market pricetiafded options on Western Union's common stockthachistorical volatility of Weste
Union stock data. Prior to 2012, the Company'sohisal volatility represented a blend of Westernidsnand First Data (prior to the Sparff)
stock data.

Expected termt For 2012, Western Union's expected term for alpleyees was approximately 6 years. For 2011 and,2®dester
Union's expected term was approximately 5 yearsm@ar-executive employees and approximately 7 yEargxecutives and noemploye:
directors. The Company's expected term of optioas based upon, among other things, historical esemcthe vesting term of the Compa
options and the options' contractual term of tearye

The assumptions used to calculate the fair valugptibns granted will be evaluated and revisedyexessary, to reflect market conditi
and the Company's historical experience and fugxpectations. The calculated fair value is recogphias compensation cost in the Compi
consolidated financial statements over the requisgrvice period of the entire award. Compensatast is recognized only for those opti
expected to vest, with forfeitures estimated atdh&e of grant and evaluated and adjusted perilbgita reflect the Company's histori
experience and future expectations. Any changbéerfdrfeiture assumption will be accounted for ahange in estimate, with the cumula
effect of the change on periods previously repobteitig reflected in the consolidated financialestants of the period in which the chanc
made. In the future, as more historical data islalvie to calculate the volatility of Western Unistock and the actual terms Western U
employees hold options, expected volatility andeetpd term may change which could change the giatetfair value of future stock opti
awards and, ultimately, the recorded compensatiperese.

17. Segments

As previously described in Note 1, the Company sifees its businesses into three segments: Constov@onsumer, Consumer-to-
Business and Business Solutions. Operating segraemdefined as components of an enterprise tlyggenin business activities, about wi
separate financial information is available thaevaluated regularly by the Company's CODM in degdvhere to allocate resources an
assessing performance.

The Consumer-t@onsumer operating segment facilitates money teasigfetween two consumers. The Company's monesféraservic
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 migated through the Company's websites and accbaséd money transfers. The segt
includes six regions whose functions are limitedénmerating, managing and maintaining agent reigkiips and localized marketing activit
These regions interact on transactions with conssiraad share common processes, systems and licensesby constituting one glol
Consumer-to-Consumer money transfer business amdmerating segment.

The Consumer-t@usiness operating segment facilitates bill paysmérdm consumers to businesses and other orgamsatincludin
utilities, auto finance companies, mortgage sersidiancial service providers, government agenard 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 iratieve segments are reported as “Otlhad include the Company's money order, pre
services, mobile money transfer, and other bus#seard services.
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The Company's reportable segments are reviewedatelyabelow because each reportable segment migea strategic business unit
offers different products and serves different ratsk The business segment measurements providexhdoevaluated by, the Compal
CODM are computed in accordance with the followgminciples:

» The accounting policies of the reportable segmardgshe same as those described in the summaignificant accounting policie

» Corporate and other overhead is allocated to tgmeats primarily based on a percentage of the sefghmevenue compared to tc
revenue.

e Costs incurred for the investigation and closiigcquisitions are included in “Other.”

e There were no restructuring and related expensagried during the year ended December 31, 2012 tHautCompany incurre
expenses of $46.8 million and $59.5 million for thears ended December 31, 2011 and 20#8pectively. These expenses were
allocated to the Company's segments. While thesasitwere identifiable to the Company's segments;, trere not included in t
measurement of segment operating profit provideithéoCODM for purposes of assessing segment peafocenand decision maki
with respect to resource allocation. For additianfdrmation on restructuring and related actiatieefer to Note 4.

* Allitems not included in operating income are exigdd from the segmer
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In the first quarter of 2012the Company began assessing performance andtaligaesources based on the segment structureilzis
above. Segment results for the years ended Dece3tb@011 and 201Bave been reclassified to reflect this structutee Tollowing table
present the Company's reportable segment resultsdgears ended December 31, 2012 , 2011 and,2@%pectively (in millions):

Revenues:
Consumer-to-Consumer:
Transaction fees
Foreign exchange revenues
Other revenues

Consumer-to-Business:
Transaction fees
Foreign exchange revenues
Other revenues

Business Solutions:
Transaction fees
Foreign exchange revenues
Other revenues

Other:
Total revenues

Total consolidated revenues

Operating income/(loss):
Consumer-to-Consumer
Consumer-to-Business
Business Solutions (a)
Other

Total segment operating income

Restructuring and related expenses (Note 4)
Total consolidated operating income

Year Ended December 31,

2012 2011 2010

$ 3545 $ 3,580. $ 3,434
088.t 983.1 905.¢
50.2 45.1 43.%
4,584 4,608 4,383.
573.¢ 581.¢ 576.L
3.4 5.7 3.6

26.€ 28. 30.€
603.¢ 615.¢ 610.]
34.€ 5. 1.3
332.( 154.¢ 105.¢
0.5 0.6 0.4
367.2 161.1 106.7
109.2 106.( 91.¢
109.2 106.( 91.¢

$ 5664f $ 5491« $ 5,102,
$ 12664 $ 1,316 $ 1,243
137.€ 146.¢ 146.:
(54.9) (9.6) (24.2)
(19.7) (21.9) (5.7)
1,330.( 1,431 1,350.¢
— (46.9) (59.9)

$ 1,330 $ 1,385 $ 1,300.

(a) During the years ended December 31, 2012 d&id,2the Company incurred $42.8 million and $4.8liom , respectively, ¢
integration expenses related to the acquisitio@®BP. There were no TGBP integration expenses ieduduring the year end
December 31, 2010. TGBP integration expense canpidtnarily of severance and other benefits, ragentdirect and incremen
expense consisting of facility relocation, consalidn and closures; IT systems integration; amaiitn of a transitional tradem:
license; and other expenses such as training, |teande professional fees. Integration expense dotdnclude costs related to -

completion of the TGBP acquisition, which are im#d in Other.
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Year Ended December 31,

2012 2011 2010
Assets:
Consumer-to-Consumer $ 4,854 $ 4644¢ $ 5,014
Consumer-to-Business 1,029.¢ 955.¢ 730.]
Business Solutions 2,012.¢ 1,906.: 718.t
Other 1,569.: 1,563.: 1,466.
Total assets $ 9,465 $ 9,069.¢ $ 7,929.
Depreciation and amortization:
Consumer-to-Consumer $ 1582 $ 141.C $ 130F
Consumer-to-Business 14.7 18.¢ 18.2
Business Solutions 65.7 26.¢ 17.7
Other 7.t 4.7 8.t
Total segment depreciation and amortization 246.1 191.: 175.(
Restructuring and related expenses (Note 4) — 3 0.€
Total consolidated depreciation and amortization $ 246.1 $ 192¢ $ 175.¢
Capital expenditures:
Consumer-to-Consumer $ 2191 $ 138« $ 85.c
Consumer-to-Business 21.¢ 13.4 17.5
Business Solutions 16.1 6.7 4.C
Other 11.2 4.C 6.¢
Total capital expenditures $ 2682z $ 162f $ 1137

Information concerning principal geographic areas as follows (in millions):

Year Ended December 31,

2012 2011 2010

Revenue:

United States $ 1593 $ 1,568« $ 1,516.(

International 4,071. 3,922.¢ 3,676.
Total $ 5664.¢( $ 5491« $ 5,192.°
Long-lived assets:

United States $ 1482 $ 1521 $ 159«

International 47.C 46.C 37.1
Total $ 1961 % 198.1 $  196.t

The Consumer-t@Gonsumer geographic split is determined based tperregion where the money transfer is initiated e regio
where the money transfer is paid. For transactmiginated and paid in different regions, the Compaplits the revenue between the
regions, with each region receiving 50%. For motrapsfers initiated and paid in the same regiol@A®f the revenue is attributed to 1
region. The geographic split of revenue above tier€Consumer-t@usiness and Business Solutions segments is basedtiie country whe
the transaction is initiated with 100% of the rewemllocated to that country. Long-lived assetasisiing of “Property and equipment, nedré
presented based upon the location of the assets.
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A significant majority of the Company's Consumeiconsumer transactions involve at least one Woited States location. Based on
method used to attribute revenue between countiéseribed in the paragraph above, each individoahity outside the United Sta
accounted for less than 10% of revenue for thesyeaded December 31, 2012 , 2011 and 20E3pectively. In addition, each individ
agent, Consumer-to-Business, or Business Solutiostomer accounted for less than 10% of revenuegltitese periods.

135




Table of Contents

THE WESTERN UNION COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
18. Quarterly Financial Information (Unaudited)

Summarized quarterly results for the years endezt®éer 31, 2012 and 2011 were as follows (in nm#ijcexcept per share data):

Year Ended

2012 by Quarter: Q1 Q2 Q3 Q4 December 31, 201
Revenues $ 1,393:. $ 1,425. $ 1421¢ $ 1,424.° $ 5,664.¢
Expenses (a) (b) 1,060.¢ 1,079.: 1,056.( 1,138.° 4,334.¢
Operating income 332t 345.¢ 365.¢ 286.( 1,330.(
Other expense, net 42.¢ 35.¢ 41.¢ 41.2 161.2
Income before income taxes 290.] 310.1 323.¢ 244.¢ 1,168.¢
Provision for income taxes 42.¢ 38.¢ 54.: 6.€ 142.¢
Net income $ 247 $ 2712 $ 269.F % 237¢ % 1,025.¢
Earnings per share:

Basic $ 0.4C $ 04 % 0.4t % 04C $ 1.7C

Diluted $ 0.4C $ 044 $ 0.4t % 04C $ 1.6¢
Weighted-average shares outstanding:

Basic 619.1 610.¢ 601.t 588.( 604.¢

Diluted 621.¢ 613.] 604.2 590.2 607 .4

(@) Includes $6.4 million in the first quarter,454 million in the second quarter, $10.3 milliontire third quarter, and $11.6 million the
fourth quarter of integration expenses relatedhéoacquisition of TGBP.

(b) Includes $30.9 million in the fourth quartefr expenses related to productivity and cestings initiatives. For more information,
Note 4.

Year Ended

2011 by Quarter:; Q1 Q2 Q3 Q4 December 31, 201
Revenues $ 1,283.( $ 1,366.. $ 1,410&6 $ 14317 $ 5,491.
Expenses (c) (d) 970.1 1,015.¢ 1,047.¢ 1,072.¢ 4,106.¢
Operating income 312.¢ 350.7 363.( 358.¢ 1,385.(
Other expense, net (e) 38.2 17.: 49.1 5.8 110.¢
Income before income taxes 274.5 333.¢ 313.¢ 352.¢ 1,274.¢
Provision for/(benefit from) income taxes (f) 64.5 70.2 74.2 (99.7) 109.2
Net income $ 210z $ 2632 $ 239.7 % 452 $ 1,165.
Earnings per share:

Basic $ 032 $ 04z $ 0.3t $ 0.7 $ 1.8t

Diluted $ 032 $ 041 $ 0.3 $ 0.7: % 1.84
Weighted-average shares outstanding:

Basic 646.¢ 631.] 624.¢ 619.¢ 630.¢

Diluted 652.1 635.¢ 627.1 621.7 634.-

(c) Includes $24.0 million in the first quarter, $8.9llimn in the second quarter and $13.9 million retthird quarter of restructuring ¢
related expenses. For more information, see Note 4.

(d) Includes $4.8 millioin the fourth quarter of integration expenses egldb the acquisition of TGB
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(e) The second quarter includes a gain of $29.4 mill@tognized in connection with the remeasureménthe Company's former equ

(f)

interest in Costa to fair value. The fourth quantetudes a net gain of $20.8 million recorded enivhtive contracts, consisting of fore
currency forward contracts with maturities of I&san one year, entered into to reduce the econeamiability related to the cash amot
used to fund acquisitions of businesses with pusehaices denominated in foreign currencies, pilpnéor the TGBP acquisition. Tt
fourth quarter also includes a gain of $20.5 millisecognized in connection with the remeasuremérihe Company's former equ
interest in Finint to fair value.

In December 2011, the Company reached an agreemitimthe IRS resolving substantially all of theuss related to the Compar
restructuring of its international operations inD30As a result of the IRS Agreement, the Compatpgnized a tax benefit of $20
million in the fourth quarter related to the adjusnt of reserves associated with this matter.
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The following lists the condensed financial infotioa for the parent company as of December 31, 284@ 2011and statements
income and comprehensive income and cash flowsdoh of the three years in the period ended Decedihe012 .

THE WESTERN UNION COMPANY
CONDENSED BALANCE SHEETS

(PARENT COMPANY ONLY)
(in millions, except per share amounts)

December 31,

2012 2011
Assets
Cash and cash equivalents $ 383.7 $ 1.1
Property and equipment, net of accumulated depreciaf $14.4 and $12.3, respectively 33.€ 32.€
Income tax deposit — 250.(
Other assets 68.4 55.¢
Investment in subsidiaries 5,420.: 4,708.¢
Total assets $ 5,906.( $ 5,048.
Liabilities and Stockholders' Equity
Liabilities:
Accounts payable and accrued liabilities $ 79.2 $ 72.C
Income taxes payable 88.: 406.1
Payable to subsidiaries, net 773.5 99.7
Borrowings 4,023. 3,574.
Other liabilities 0.¢ 1.4
Total liabilities 4,965. 4,153.¢
Stockholders' equity:
Preferred stock, $1.00 par value; 10 shares autmiirno shares issued — —
Common stock, $0.01 par value; 2,000 shares aatrairb72.1 shares and 619.4 shares issued and
outstanding as of December 31, 2012 and 2011, ctigply 5.7 6.2
Capital surplus 332.¢ 247.1
Retained earnings 754.7 760.(
Accumulated other comprehensive loss (152.¢) (118.9)
Total stockholders' equity 940.¢ 894.¢
Total liabilities and stockholders' equity $ 5906.C $ 5,048.

See Notes to Condensed Financial Statements.
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(PARENT COMPANY ONLY)

Revenues

Expenses

Operating income

Interest income

Interest expense

Other expense

Loss before equity in earnings of affiliates ancbime taxes
Equity in earnings of affiliates, net of tax

Income tax benefit

Net income

Other comprehensive income/(loss), net of tax

Other comprehensive income/(loss) of affiliated,ofd¢ax

Comprehensive income

(in millions)

For the Years Ended December 31,

2012 2011 2010
— % — % —
0.2 0.1 0.2
(178.6) (181.0) (168.7)
— (0.1) (3.9
(178.) (181.0 (171.9
1,136.: 1,276." 1,012.¢
68. 69.7 69.
1,025.¢ 1,165.¢ 909.¢
2. (11.7) (1.6)
(36.1) 26.C (3.9
991.f $ 1,179 $ 904

See Notes to Condensed Financial Statements.

139




Table of Contents

THE WESTERN UNION COMPANY

CONDENSED STATEMENTS OF CASH FLOWS
(PARENT COMPANY ONLY)

(in millions)
For the Years Ended December 31,
2012 2011 2010

Cash flows from operating activities

Net cash provided by operating activities $ 228.¢ % 698.1 $ 631.¢
Cash flows from investing activities

Purchases of property and equipment (3.9 4.9 —
Net cash used in investing activities 3.3 (4.2 —
Cash flows from financing activities

Advances from/(to) subsidiaries, net 679.1 (180.9) (112.5)
Net proceeds from issuance of borrowings 742.¢ 696.: 247.(
Principal payments on borrowings — (696.%) —
Net (repayments of)/proceeds from commercial paper (297.0) 297.C —
Proceeds from exercise of options 53.4 100.( 42.1
Cash dividends paid (254.7) (194.2) (165.9)
Common stock repurchased (766.5) (803.9 (581.9)
Net cash provided by/(used in) financing activities 157.¢ (782.0) (570.9)
Net change in cash and cash equivalents 382.¢ (88.7) 61.2
Cash and cash equivalents at beginning of year 1.1 89.2 27.¢
Cash and cash equivalents at end of year $ 3837 § 11§ 89.2

See Notes to Condensed Financial Statements.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED FINANCIAL STATEMENTS

1. Basis of Presentation

The Western Union Company (the “Parerit)a holding company that conducts substantiallyoflits business operations through
subsidiaries. Under a parent company only predentahe Parent's investments in its consolidatdisisliaries are presented under the e
method of accounting, and the condensed finantéémments do not present the financial statementieoParent and its subsidiaries ¢
consolidated basis. These financial statementsldho® read in conjunction with The Western Unionn@®any's consolidated financ
statements.

2. Restricted Net Assets

Certain assets of the Parent's subsidiaries tgtalaproximately $305 milliononstitute restricted net assets, as there arédegegulator
limitations on transferring such assets outsidéhefcountries where the respective assets areelihcat because they constitute undistrib
earnings of affiliates of the Parent accountedufader the equity method of accounting. Additionadlgrtain of the Parent's subsidiaries r
meet minimum capital requirements in some couniriesrder to maintain operating licenses. As of &aber 31, 2012 the Parent is in
stockholders' equity position of $940.6 millipmnd as such, the restricted net assets of trenfasubsidiaries currently exceeds 25% a
consolidated net assets of the Parent and itsdiakis, thus requiring this Schedule I, “Condensméncial Information of the Registrant.”

3. Related Party Transactions

On October 1, 2012, the Parent issued a promissag/ payable to its 100% owned subsidiary Firsaiaial Management Corporatior
the amount of $268.2 million in exchange for fumistributed to the Parent. The promissory noteuss dn June 30, 201%ears interest at t
fixed rate of 0.23% per annum, and may be repaahgttime without penalty. The promissory noteniduded within Payable to subsidiari
net” in the Condensed Balance Sheets as of Decedih@012 .

Excess cash generated from operations of the Pamnisidiaries that is not required to meet aertagulatory requirements is p
periodically to the Parent and is also includechinit‘Payable to subsidiaries, net” in the CondenBathnce Sheets as Becember 31, 20:
and 2011 The Parent's subsidiaries periodically distribereess cash balances to the Parent in the foardafidend, although the amount:
such dividends may vary from year to year.

The Parent files a consolidated United States & diecome tax return, and also a number of conat#idi state income tax returns on be
of its subsidiaries. In these circumstances, threrRas responsible for remitting income tax payteemm behalf of the consolidated group.
Parent's provision for income taxes has been coedpas if it were a separate tax-paying entity.

4. Commitments and Contingencies
The Parent had $14.5 million in outstanding letireredit and bank guarantees as of December(@I2 Rith expiration dates throu
2013 . The letters of credit and bank guaranteegamarily held in connection with credilated dealings, which include, but are not lin

to, derivatives and foreign exchange transacti®hs. Company expects to renew the letters of cagditbank guarantees prior to expiratio
most circumstances.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedu

Our management, under the supervision and wittp#incipation of the Principal Executive OfficerdaRrincipal Financial Officer, ha
evaluated the effectiveness of our controls andeuores related to our reporting and disclosurgatibns as of December 31, 2012, whic
the end of the period covered by this Annual Report~orm 10K. Based on that evaluation, the Principal Exe@u@®fficer and Princip.
Financial Officer have concluded that, as of Decen#i, 2012, the disclosure controls and procedueszs effective to ensure that informa
required to be disclosed by us, including our ctidated subsidiaries, in the reports we file ormaitbunder the Exchange Act, is recorc
processed, summarized and reported, as applicatitén the time periods specified in the rules dodms of the Securities and Excha
Commission, and are designed to ensure that intiwmeequired 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.

Managemer's Annual Report on Internal Control Over FinancRéporting

Management's report on Western Union’s internali@rover financial reporting (as such term is defl in Rules 13a-15(f) and 136f)
under the Securities Exchange Act of 1934), anddlsted Report of Independent Registered PublimoAnting Firm, are set forth under It
8 of this Annual Report on Form 10-K.

Changes in Internal Control over Financial Repogin

There has not been any change in our internal @oatrer financial reporting during our most recgntbmpleted fiscal quarter that |
materially affected, or is reasonably likely to evédlly affect, our internal controls over finarldieporting.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

Except for the information required by this itemtlwiespect to our executive officers included &mitl of Part | of this Annual Report
Form 10-K and our Code of Ethics, the informatiequired by this Item 10 is incorporated herein &fgrence to the discussion iRrbpose
1—Election of Directors,” “Board of Directors Infmation,” “Section 16(a) Beneficial Ownership Rejpayt Compliance,” and Corporat
Governance—Committees of the Board of Directorsdwf definitive proxy statement for the 2013 anmaakting of stockholders.

Code of Ethics

The Company’s DirectorsCode of Conduct, Code of Ethics for Senior Finan€éficers, Procedure for Accounting and Audit
Concerns, Professional Conduct Policy for Attornegad the Code of Conduct are available withoutrgdathrough the Corporat
Governance” portion of the Compasywebsite, www.westernunion.com, or by writing e tattention of: Investor Relations, The Wes
Union Company, 12500 East Belford Avenue, Englewdmorado 80112. In the event of an amendmentrta, waiver from, the Compary’
Code of Ethics for Senior Financial Officers, then@pany intends to post such information on its weps/ww.westernunion.com.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is incarged herein by reference to the discussion in “@e@msation Discussion and Analysis,
“Executive Compensation,” “Compensation of Direstbrand “Compensation and Benefits Committee Ré&poft our definitive prox
statement for the 2013 annual meeting of stockhs|derovided that the Compensation and Benefits i@iti@e Report shall not be deer
filed in this Form 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Iltem 12 is incagted herein by reference to the discussionStock Beneficially Owned by Directo
Executive Officers and Our Largest Stockholdersd &éEquity Compensation Plan Informatioof our definitive proxy statement for the 2(
annual meeting of stockholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is incarpted herein by reference to the discussion of pjGate Governancetrdependence
Directors” of our definitive proxy statement foretR013 annual meeting of stockholders.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 is incarged herein by reference to the discussion inpBsal 3—Ratification of Selection
Auditors” of our definitive proxy statement for t2813 annual meeting of stockholders.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part @ tieport:

1. Financial Statements (See Index to Consolidatedncial Statements in Item Binancial Statements and Supplementary Datéthis
Annual Report on Form 10-K);

2. Financial Statement Schedule (See Index to Qidased Financial Statements in ItemRpnancial Statements and Supplementary Date
of this Annual Report on Form 10-K);

3. The exhibits listed in the “Exhibit Index” atteed to this Annual Report on Form 10-K.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be

signed on its behalf by the undersigned, thereduatyp authorized.

The Western Union Company (Registrant)

February 22, 2013 By: /sl HIKMET ERSEK
Hikmet Ersek
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date

/sl Hikmet Ersek President, Chief Executive Officer and DirectoriiiBipal Executive Officer)  February 22, 2013
Hikmet Ersek

/sl Scott T. Scheirman Executive Vice President and Chief Financial Offifferincipal Financial February 22, 2013
Scott T. Scheirman Officer)
/sl Amintore T.X. Schenkel Senior Vice President, Chief Accounting Officer aantroller (Principal February 22, 2013
Amintore T.X. Schenkel Accounting Officer)
/sl Jack M. Greenberg Non-Executive Chairman of the Board of Directors February 22, 2013

Jack M. Greenberg

/s/ Dinyar S. Devitre Director February 22, 2013
Dinyar S. Devitre

/sl Richard A. Goodman Director February 22, 2013
Richard A. Goodman

/s/ Betsy D. Holden Director February 22, 2013
Betsy D. Holden

/s/ Linda Fayne Levinson Director February 22, 2013
Linda Fayne Levinson

/sl Roberto G. Mendoza Director February 22, 2013
Roberto G. Mendoza

/sl Michael A. Miles, Jr. Director February 22, 2013
Michael A. Miles, Jr.

/s/ Wulf von Schimmelmann  Director February 22, 2013
Wulf von Schimmelmann

/s/ Solomon D. Truijillo Director February 22, 2013
Solomon D. Truijillo
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Exhibit
Number

EXHIBIT INDEX

Description

21

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

Separation and Distribution Agreement, dated aSeptember 29, 2006, between First Data Corporatiah The Westel
Union Company (filed as Exhibit 2.1 to the Compan@urrent Report on Formi8{iled on October 3, 2006 and incorpora
herein by reference thereto).

Amended and Restated Certificate of Incorporatibmte Western Union Company, as filed with the 8ty of State of th
State of Delaware on May 23, 2012 (filed as ExHsbit to the Company’s Current Report on Forid led on May 25, 201
and incorporated herein by reference thereto).

Amended and Restated Bylaws of The Western Uniomg2my, as amended as of May 23, 2012 (filed astixBi2 to the
Company'’s Current Report on Form 8-K filed on Md&y 2012 and incorporated herein by reference tbgret

Indenture, dated as of September 29, 2006, betiMeeWestern Union Company and Wells Fargo BankioNat Association
as trustee (filed as Exhibit 4.1 to the Companyisrént Report on Form EB-filed on October 2, 2006 and incorporated he
by reference thereto).

Form of 5.930% Note due 2016 (filed as Exhibit tazhe Company’s Current Report on FornK 8iled on October 2, 20C
and incorporated herein by reference thereto).

Form of 5.930% Note due 2016 (filed as Exhibit 4.4 the Company’s Registration Statement on Fordnfiizd on Decembe
22, 2006 and incorporated herein by reference there

Supplemental Indenture, dated as of September @3, 22among The Western Union Company, First Firsdridianagemer
Corporation and Wells Fargo Bank, National Assadeigtas trustee (filed as Exhibit 4.3 to the ComyparCurrent Report ¢
Form 8-K filed on October 2, 2006 and incorpordiedein by reference thereto).

Second Supplemental Indenture, dated as of NoverhBer2006, among The Western Union Company, Fimsareial
Management Corporation and Wells Fargo Bank, Natigkssociation, as trustee (filed as Exhibit 4.6the Companys
Current Report on Form 8-K filed on November 200@@nd incorporated herein by reference thereto).

Third Supplemental Indenture, dated as of SepterGb@007, among The Western Union Company and Wraltgo Bank
National Association, as trustee (filed as Exhib& to the Company’s Annual Report on FormKLéiled on February 26, 20(
and incorporated herein by reference thereto).

Indenture, dated as of November 17, 2006, betwdenWestern Union Company and Wells Fargo Bank,ddatiAssociatior
as trustee (filed as Exhibit 4.1 to the Companylsrént Report on Form E-filed on November 20, 2006 and incorpore
herein by reference thereto).

Form of 6.200% Note due 2036 (filed as Exhibit 4d4he Company’'s Registration Statement on Fordnfiizd on Decembe
22, 2006 and incorporated herein by reference there

Form of 6.50% Note due 2014 (filed as Exhibit 4lthe Company’s Current Report on Forrk 8iled on February 26, 20(
and incorporated herein by reference thereto).

Form of 6.200% Note due 2040 (filed as Exhibit hthe Company’s Current Report on ForrK 8led on June 21, 2010 a
incorporated herein by reference thereto).

Form of 5.253% 144A Note due 2020 (filed &kiBit 4.1 to the Company’s Current Report on F& filed on April 2, 201(



412

and incorporated herein by reference thereto).

Form of 5.253% Note due 2020 (filed as Exhibit thdhe Company’s Registration Statement on Forthfiied on August £
2010 and incorporated herein by reference thereto).

146




Table of Contents

4.13

414

4.15

4.16

4.17

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

Supplemental Indenture, dated as of September@,, Z0nong The Western Union Company and Wells FBagik, Nationa
Association, as trustee (filed as Exhibit 4.13He Company’s Annual Report on Form K(iled on February 26, 2008 a
incorporated herein by reference thereto).

Form of Floating Rate Note due 2013 (filed as Eithbl to the Company’s Current Report on ForrK 8ifed on March 7
2011 and incorporated herein by reference thereto).

Form of 3.650% Note due 2018 (filed as Exhibit ththe Company’s Current Report on Forrk 8iled on August 22, 201
and incorporated herein by reference thereto).

Form of 2.375% Note due 2015 (filed as Exhibit #.the Company's Current Report on Forid 8led on December 11, 20:
and incorporated herein by reference thereto).

Form of 2.875% Note due 2017 (filed as Exhibit #h.2he Company's Current Report on Forid 8led on December 11, 20:
and incorporated herein by reference thereto).

Tax Allocation Agreement, dated as of Septembe2R96, between First Data Corporation and The Wediaion Compan
(filed as Exhibit 10.1 to the Company’s Current Bepn Form 8K filed on October 3, 2006 and incorporated heisp
reference thereto).

Employee Matters Agreement, dated as of Septem®e2@06, between First Data Corporation and The t&¥viesUnior
Company (filed as Exhibit 10.2 to the Company’s rént Report on Form B-filed on October 3, 2006 and incorpora
herein by reference thereto).

Transition Services Agreement, dated as of Septer@®ge 2006, between First Data Corporation and Western Uniol
Company (filed as Exhibit 10.3 to the Company’s réaot Report on Form B- filed on October 3, 2006 and incorpora
herein by reference thereto).

Patent Ownership Agreement and Covenant Not to Gated as of September 29, 2006, between First Catporation an
The Western Union Company (filed as Exhibit 10.4hte Company’s Current Report on ForniK&Hed on October 3, 20C
and incorporated herein by reference thereto).

Settlement Agreement, dated as of February 11,,204and between Western Union Financial Serviltes,and the State
Arizona (filed as Exhibit 10.1 to the Company’s famt Report on Form B-filed on February 16, 2010 and incorpore
herein by reference thereto).

Form of Director Indemnification Agreement (filed Bxhibit 10.11 to the ComparsyRegistration Statement on Form 10 |
no. 001-32903) and incorporated herein by referémeeto).*

The Western Union Company 2006 Lofigrm Incentive Plan, as amended and restated omu#&ngh23, 2012 and ratified |
the Company's stockholders on May 23, 2012 andrésefr amended and restated on July 19, 2012 @iseBxhibit 10.1 to th
Company’s Quarterly Report on Form 10-Q filed orgAst 2, 2012 and incorporated herein by refereimerto).*

The Western Union Company 2006 NEmployee Director Equity Compensation Plan, as Adeenand Restated Effecti
December 31, 2008 (filed as Exhibit 10.2 to the @any’s Quarterly Report on Form I®filed on November 3, 2008 a
incorporated herein by reference thereto).*

The Western Union Company Nd&mployee Director Deferred Compensation Plan, assidaed and Restated Effect
December 31, 2008 (filed as Exhibit 10.12 to than@any’s Annual Report on Form 10filed on February 19, 2009 a
incorporated herein by reference thereto).*

The Western Union Company Severance/Change in @ldaglicy (Executive Committee Level), as Amended d&estate
Effective September 15, 2011 (filed as Exhibit D0td the Company's Annual Report on FormKlfiled on February 24, 201
and incorporated herein by reference thereto).*

The Western Union Company Senior Executive Annneénhtive Plan, as Amended and Restated Effectibeuey 23, 201



(filed as Exhibit 10.1 to the Company’s QuarterlgpgRrt on Form 1@ filed on May 1, 2012 and incorporated hereir
reference thereto).*
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

The Western Union Company Supplemental Incentivenga Plan, as Amended and Restated Effective Nbeer®0, 2012.*

The Western Union Company Grandfathered Supplembrtantive Savings Plan, as Amended and Restdfedtive Januar
1, 2010 (filed as Exhibit 10.14 to the Company’snfal Report on Form 1K-filed on February 26, 2010 and incorpore
herein by reference thereto).*

Form of Unrestricted Stock Unit Award Agreement €End@he Western Union Company 2006 Ne&mployee Director Equit
Compensation Plan, as Amended and Restated Effeegbruary 17, 2009 (filed as Exhibit 10.15 to @@mpanys Annua
Report on Form 10-K filed on February 26, 2010 erudbrporated herein by reference thereto).*

Form of Nonqualified Stock Option Award Agreememdgr The Western Union Company 2006 Nemployee Directo
Equity Compensation Plan, as Amended and Restdfedtize February 17, 2009 (filed as Exhibit 10tb6the Companyg
Annual Report on Form 10-K filed on February 261@@nd incorporated herein by reference thereto).*

Form of Unrestricted Stock Unit Award Agreement fwn-Employee Directors Residing Outside the UnitedeStatnder Th
Western Union Company 2006 Non-Employee DirectonifggCompensation Plan (filed as Exhibit 10.2 te fBompanys
Quarterly Report on Form 10-Q filed on May 6, 2@hal incorporated herein by reference thereto).*

Form of Nonqualified Stock Option Award Agreemeot NonEmployee Directors Residing Outside the UnitedeStainde
The Western Union Company 2006 Non-Employee Direetpuity Compensation Plan (filed as Exhibit 1G3He Companyg
Quarterly Report on Form 10-Q filed on May 6, 2@t@l incorporated herein by reference thereto).*

Form of Unrestricted Stock Unit Award Agreement féon-Employee Directors Residing in the United StateslésnThe
Western Union Company 2006 Non-Employee DirectonifggCompensation Plan (filed as Exhibit 10.4 te Bompanys
Quarterly Report on Form 10-Q filed on May 6, 2@H@l incorporated herein by reference thereto).*

Form of Nonqualified Stock Option Award Agreemeat NonEmployee Directors Residing in the United StateslésnThe
Western Union Company 2006 Non-Employee DirectonifggCompensation Plan (filed as Exhibit 10.5 te tiompanys
Quarterly Report on Form 10-Q filed on May 6, 2@Hal incorporated herein by reference thereto).*

Form of Restricted Stock Unit Award Agreement faeEutive Committee Members Residing Outside thdddinbtates Undi
The Western Union Company 2006 Long-Term Inceniilen (filed as Exhibit 10.21 to the CompanQuarterly Report ¢
Form 10-Q filed on November 8, 2006 and incorpatdterein by reference thereto).*

Form of Nonqualified Stock Option Award Agreemenit Executive Committee Members Under The Westerimty@ompan)
2006 Long-Term Incentive Plan (filed as Exhibit2Dto the Company’s Quarterly Report on FormQ@iled on November ¢
2006 and incorporated herein by reference thereto).

Amendment to Form of Nonqualified Stock Option Adiakgreement for Executive Committee Members Undee Wester
Union Company 2006 Long-Term Incentive Plan (fildExhibit 10.1 to the Company’s Quarterly Reporform 10 filed
on August 5, 2008 and incorporated herein by refex¢hereto).*

Amendment to Form of Nonqualified Stock Option Adagreement for Executive Committee Members under2002 Firs
Data Corporation Long-Term Incentive Plan (filedeadibit 10.2 to the Company’s Quarterly ReportForm 109Q filed on
August 5, 2008 and incorporated herein by refer¢imeseto).*

Amendment to Form of Nonqualified Stock Option Ad@&greement for Executive Committee Members unlerRirst Dati
Corporation 1992 Long-Term Incentive Plan (filedE&adibit 10.3 to the Company’s Quarterly ReportForm 10Q filed on
August 5, 2008 and incorporated herein by refer¢ineseto).*

Form of Nonqualified Stock Option Award Agreememit Scott T. Scheirman Under The Western Union Comp2906 Long-
Term Incentive Plan (filed as Exhibit 10.23 to thempany’s Quarterly Report on Form @Ofiled on November 8, 2006 a
incorporated herein by reference thereto).*
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10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

Form of Restricted Stock Award Agreement for SdattScheirman Under The Western Union Company 2006gE erm
Incentive Plan (filed as Exhibit 10.24 to the Comya Quarterly Report on Form 1Q-filed on November 8, 2006 a
incorporated herein by reference thereto).*

Form of Nonqualified Stock Option Award Agreemeatt $ection 16 Officers (U.S.) Under The WesternddnCompany 200
Long-Term Incentive Plan (filed as Exhibit 10.29the Company’s Annual Report on Form K@iled on February 25, 201
and incorporated herein by reference thereto).*

Form of Nonqualified Stock Option Award Agreemenr fSection 16 Officers (Non U.S.) Under The Western Unii
Company 2006 Long-Term Incentive Plan (filed as iBixh0.30 to the Company’s Annual Report on For@aKlfiled on
February 25, 2011 and incorporated herein by rater¢hereto).*

Form of Restricted Stock Unit Award Agreement foreEutive Committee Members Residing in the Unitéate® Under Th
Western Union Company 2006 Lofdgrm Incentive Plan, as Amended and Restated Bfée€@ecember 8, 2009 (filed

Exhibit 10.27 to the Company’s Annual Report onRdiOK filed on February 26, 2010 and incorporated helsi referenc
thereto).*

Form of Restricted Stock Unit Award Agreement foreEutive Committee Member Residing in Austria Undae Wester
Union Company 2006 Longerm Incentive Plan, as Amended and Restated BféePtecember 8, 2009 (filed as Exhibit 10
to the Company’s Annual Report on Form 10-K filedrebruary 26, 2010 and incorporated herein byeafs thereto).*

Form of Restricted Stock Unit Award Agreement (@ar8hares) for Executive Committee Member Residingustria Unde
The Western Union Company 2006 Lofigrm Incentive Plan, as Amended and Restated iféeeBtecember 8, 2009 (filed
Exhibit 10.30 to the Company’s Annual Report onRdrOK filed on February 26, 2010 and incorporated helsi referenc
thereto).*

Form of 2010 Cash Performance Grant Award AgreerfmanExecutive Committee Members (filed as Exhib@.33 to the
Company’s Annual Report on Form 10-K filed on Fetiy26, 2010 and incorporated herein by refereheesto).*

Form of Award Agreement under The Western Union @any Senior Executive Annual Incentive Plan for @(filed as
Exhibit 10.34 to the Company’s Annual Report onRdrOK filed on February 26, 2010 and incorporated helsi referenc
thereto).*

Form of Performanc&ased Restricted Stock Unit Award Notice for ExaiCommittee Members Under The Western Ui
Company 2006 Long-Term Incentive Plan (filed as iBixH0.38 to the Company’s Annual Report on For@aKlfiled on
February 24, 2012 and incorporated herein by rater¢hereto).*

Employment Contract, dated as of November 9, 20@8yeen Western Union Financial Services GmbH aikahket Ersel
(filed as Exhibit 10.35 to the Company’s Annual Bgmn Form 1K filed on February 26, 2010 and incorporated hebsi
reference thereto).*

Expatriate Letter Agreement, dated as of Novembe&009, between Western Union Financial ServicebBnhe Wester
Union Company and Hikmet Ersek (filed as Exhibit38to the Company’s Annual Report on FormKlL@ited on Februar
26, 2010 and incorporated herein by reference thgte

First Amendment to Employment Contract and Exptrleetter Agreement, dated as of October 7, 2020ydéen Westetr
Union Financial Services GmbH, The Western UniormPany and Hikmet Ersek (filed as Exhibit 10 to thempanys
Quarterly Report on Form 10-Q filed on Novembe2®]0 and incorporated herein by reference thereto).

Expatriate Letter Agreement, dated as of Januar042, between Western Union, LLC and Rajesh K.agd (filed a:
Exhibit 10.42 to the Company's Annual Report onnkd&0XK filed on February 24, 2012 and incorporated helsi referenc
thereto).*

Expatriate Letter Agreement, dated as of DecemBer2011, between Western Union, LLC and Robin Sleréfiled as
Exhibit 10.43 to the Company's Annual Report onnd0XK filed on February 24, 2012 and incorporated helsi referenc
thereto).*

149




Table of Contents

10.40

10.41

10.42

10.43

10.44

10.45

12

14

21

23

31.1

31.2

32

101.INS

101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

Credit Agreement, dated as of September 23, 2Ghtng The Western Union Company, the banks namedithes lender:
Wells Fargo Bank, National Association, in its ceipaas the swing line bank, Wells Fargo Bank, biadil Associatior
Citibank, N.A. and JPMorgan Chase Bank, N.A., igithespective capacities as issuing lenders, &ikbN.A. and JPMorge
Chase Bank, N.A., as syndication agents, Bank oérea, N.A., Barclays Bank PLC and U.S. Bank NatioAssociation, a
documentation agents, and Wells Fargo Bank, Nadtiésaociation, as administrative agent (filed ashibit 10.1 to the
Company'’s Current Report on Form 8-K filed on Segier 29, 2011 and incorporated herein by referémeeto).

Form of Bonus Stock Unit Award Agreement for NBmployee Directors Residing in the United StateslédriThe Wester
Union Company 2006 Long-Term Incentive Plan (fildExhibit 10.3 to the Company’s Quarterly Repaorform 10€) filed
on May 1, 2012 and incorporated herein by refer¢hereto).*

Form of Bonus Stock Unit Award Agreement for NBmployee Directors Residing Outside of the Unitéates Under Th
Western Union Company 2006 Long-Term Incentive Rfded as Exhibit 10.4 to the CompasyQuarterly Report on For
10-Q filed on May 1, 2012 and incorporated hergiméderence thereto).*

Offer Letter, dated as of October 28, 2011, betw&@stern Union, LLC and John Dye.*

First Amendment to Offer Letter, dated as of Novenitb, 2011, between Western Union, LLC and Joha. Dy
Offer Letter, dated as of April 12, 2012, betweeastérn Union, LLC and John “David” Thompson.*
Computation of Ratio of Earnings to Fixed Charges

The Western Union Company Code of Ethics for SeRioancial Officers, as Amended and Restated Effeddecember ¢
2009 (filed as Exhibit 14 to the Company’s Annualprt on Form 10k filed on February 26, 2010 and incorporated hrebgi
reference thereto).

Subsidiaries of The Western Union Company
Consent of Independent Registered Public Accouriing

Certification of Chief Executive Officer of The Wesn Union Company Pursuant to Rule IZ¢a) under the Securiti
Exchange Act of 1934

Certification of Chief Financial Officer of The Wesn Union Company Pursuant to Rule 113Ka) under the Securiti
Exchange Act of 1934

Certification of Chief Executive Officer and ChiEfancial Officer Pursuant to Section 1350 of Chapt3 of Title 18 of th
United States Code

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docutne
XBRL Taxonomy Extension Definition Linkbase Docurhen
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenim

* Management contracts and compensatory plans madgements required to be filed as exhibits purstaltem 15(b) of this report.
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Exhibit 10.12

The Western Union Company
Supplemental Incentive Savings Plan

ARTICLE |
PURPOSE AND HISTORY OF THE PLAN

1.1 Plan History . The Western Union Company Supplemental IncerBaeings Plan (the “Planiyas established effective as
September 29, 2006, the date that The Western Ud@mpany (the “Company”) was spun off from Firstt®&orporation (the “Spidff
Date”). As further described herein, certain liabilitiesdenthe First Data SISP were transferred to tha Béaof that time. The Plan is her
amended and restated effective as of November®B(®.2

1.2 Accounts Transferred From the First Data SISP. The following accrued liabilities were transferfedm the First Data SI<
to the Plan as of the Spin-Off Date:

() liability equal to the bookkeeping accourits deferrals contributed after December 31, 20pWis related earnings,
Participants who are Business Employees.

(b) liability equal to the bookkeeping accoufds employer matching contributions, ServiRelated Contributions, and ISP F
Contributions to the extent nemested as of December 31, 2004, and for employéchimg contributions, ServicRelated Contributions, a
ISP Plus Contributions credited after December2BD4, plus related earnings, by Participants wiedBarsiness Employees.

For purposes of this Section 1.2, “Business Emmbyeeans a Transferred Employee or any other indiVidmgployed at any time on or pr
to the Spin-Off Date by the Company or its Affiegatwho has, as of the Spgdff Date, or who, immediately prior to his or herrhination o
employment with all of First Data Corporation atelaffiliates, had employment duties primarily tethto the business of providing consu
to consumer money transfer services, consumer $méss payment services, retail money order senacel certain prepaid services.
purposes of this Section 1.2, “Transferred Emplby@eans an employee of First Data Corporation or @higs affiliates (other than tl
Company or any of its Affiliates) whose employméntransferred to the Company or any of its Afféisimmediately prior to the SpDff
Date.

1.3 Purpose of the Plan. The purpose of the Plan is to further the groasid development of the Company by enhancini
Company's ability to attract and retain select eypés by providing a select group of senior managerand highly compensated employ
of the Company and its Affiliates the opportunitydefer a portion of their cash compensation. Tlae B intended to provide Participants v
an opportunity to supplement their retirement inedfirough deferral of current compensation. Tha Ban unfunded plan that is intende
comply with the requirements of Code § 409A. ThanHk intended to be an unfunded plan maintainadapily for the purpose of providit
deferred compensation for a select group of managemr highly compensated employees within the rimgaof Title | of the Employe
Retirement Income Security Act of 1974, as amended.

ARTICLE Il
DEFINITIONS

2.1 * Account” means any of the unfunded notional accounts eskaddlifor a Participant under the Plan, includirggRlarticipant
Deferral Account, Western Union Matching AccounirsEData Matching Account, First Data ISP Plus €ibations Account, First Da
Service-Related Contributions Account, and FirstaDsOne Global Employer Basic Contributions Accoifrapplicable.

2.2 “ Affiliate " means any entity that is treated as a single eraplkogether with the Company pursuant to Code §b)lat (c).
2.3 " Base Salary means a Participaistannualized base salary, without taking into ant@a) commissions, bonus amounts of

kind, reimbursements of expenses, income realipet @xercise of stock options or sales of stockbpdeferrals of income under this Plai
any other employee benefit plan of the Companynohfiiliate.




2.4 “ Board” means the Board of Directors of the Company.

2.5 “ Bonus " means the payout amount earned by a Participan¢ruode of the Company’annual bonus or incent
compensation plans.

2.6 “Change in Control” means Change in Control as defined in The WestainorUCompany 2006 Lon@erm Incentive Plan,
a successor plan.

2.7 " Code” means the United States Internal Revenue Code88#, ¥ amended.
2.8 “ Committee’ means The Western Union Company Employee Benefitsrittee, or its successor.
2.9 “ Company’ means The Western Union Company.

2.10 *“ Deferral Account” means the record maintained by the Company for acticipant who has an account balance fo
cumulative amount of (a) account balance liabgittecumulated under the First Data SISP with reédpedeferred salary and bonus amo
which were transferred from the First Data SISRhie Plan as of the Spioff Date, (b) Salary, Bonus and/or Performance Gaamount
deferred pursuant to this Plan, and (c) imputedgar losses on those amounts accrued as provid&dicle 1V of the Plan.

2.11 *“ Deferred Compensation Agreemehtmeans, collectively, the written agreements betweParticipant and the Company
an Affiliate), or between a Participant and Firsit® Corporation (or any of First Data Corporatioaffiliates), in the form prescribed by
Committee, whereby a Participant makes a DistrdsutiElection and may agree to defer a portion of diisher Salary, Bonus and
Performance Grants.

2.12 *“ Designated Beneficiary’ means the person or persons designated by a Panicpursuant to rules prescribed by
Committee to receive any benefits payable purstmrihe Plan upon his or her death. In the absefce lzeneficiary designation, or it
Participant’s Designated Beneficiary dies priottie Participant’'s death, the ParticipanDesignated Beneficiary shall be his or her simg
spouse, if any, and if none, his or her estate.

2.13 “ Disability ” means that the Participant (a) is unable to engagay substantially gainful activity by reasonasfy medicall
determinable physical or mental impairment which ba expected to result in death or can be expéotéast for a continuous period of
less than 12 months, or (b) is, by reason of angica#ly determinable physical or mental impairmesiich can be expected to result in di
or can be expected to last for a continuous pesfatbt less than 12 months, receiving income reptant benefits for a period of not less 1
3 months under a disability or accident or healtimgovering employees of the Company and Affikate

2.14 “ Distribution Election” means the election by a Participant made in acocomdwith Articles 11l and VI that specifies the &
and form in which the Participant’s Account will bistributed.

2.15 “ Employe€’ means a full-time employee on the United Statesqgilagf the Company or an Affiliate.

2.16 “ First Data eOne Global Employer Basic Contributiomsccount” means the record maintained by the Company for
Participant who has an account balance for the tatime amount of (a) account balances accumulateléiuthe First Data SISP with respec
First Data eOne Global Employer Basic Contributiéas defined under the First Data SISP) the ligbfor which was transferred from 1
First Data SISP to this Plan, and (b) imputed gamesses on those amounts accrued as providédiate IV of the Plan.

2.17 “ First Data ISP Plus Contributions Account means the record maintained by the Company for Pacticipant who has
account balance for the cumulative amount of (apant balances accumulated under the First DatB &ith respect to ISP Plus Contributi
(as defined under the First Data SISP) the ligbftir which was transferred from the First Data Bit® this Plan, and (b) imputed gain:
losses on those amounts accrued as provided ial& of the Plan.

2.18 “ First Data Service-Related Contributions Accouhtmeans the record maintained by the Company for Pacticipant wh
has an account balance for the cumulative amoug#)atccount balances accumulated under the Fatst BISP with respect to Servieelatel
Contributions (as defined under the First Data $I8€ liability for which was transferred from tRérst Data SISP to this Plan, and (b) impi
gains or losses on those amounts accrued as pdovideticle IV of the Plan.




2.19 “ First Data SISP” means the First Data Corporation Supplemental tieiBavings Plan and the First Data Corpor:
Supplemental Incentive Savings Plan-2.

2.20 *“ First Data Matching Account” means the record maintained by the Company for &aticipant who has an acco
balance for the cumulative amount of (a) accourari®s accumulated under the First Data SISP ve#ipact to employer match
contributions the liability for which was transfed from the First Data SISP to this Plan, and rfiputed gains or losses on those amc
accrued as provided in Article IV of the Plan.

2.21 *“Incentive Savings Plari or“ ISP " means The Western Union Company Incentive Saviteys, Bs amended from time
time.

2.22 " Investment Fund” means any of the notional investments or hypothkiitvestment measures as may be designated
Company from time to time for purposes of determgnthe gains or losses to be assigned to the Atsolnvestment Funds shall be notio
unfunded, and used solely for the purpose of deténg imputed gains or losses in a Participarccount. Except as may otherwise
determined by the Company in its sole discretibe,available Investment Funds shall be the sanestment options available to particip:
under the Incentive Savings Plan, excluding ankénage account option or any employer stock fund.

2.23 “ LTIP " means The Western Union Company 2006 Long-TermmthaePlan, as amended from time to time.

2.24 “ Participant ” means an Employee who has satisfied the PBlatigibility criteria, has entered into a writtéeferre(
Compensation Agreement in accordance with the piamv$ of the Plan, and has not received a comgistebution of his Accounts.

2.25 * Performance Grant” means the cash amount payable with respect to ®riance Grant under the LTIP tha
“performance-based compensation” within the meaningode § 409A and the regulations thereunder.

2.26 “ Performance Measure$ means the term Performance Measures as definbé ioliP.

2.27 * Person” shall have the meaning given in Section 3(a)(9hef Securities Exchange Act of 1934, as modified] ased i
Sections 13(d) and 14(d) thereof, except that gecm shall not include (i) the Company or any af subsidiaries, (ii) a trustee or ot
fiduciary holding securities under an employee [fiepéan of the Company or any of its subsidiariés) an underwriter temporarily holdii
securities pursuant to an offering of such se@sitor (iv) a corporation owned, directly or inditg, by the stockholders of the Compan
substantially the same proportions as their owriershstock of the Company.

2.28 “ Plan” means The Western Union Company Supplementahtiae Savings Plan.
2.29 “ Plan Year” means the calendar year.

2.30 “ Potential Change in Control means any of the following: (a) the Company eniteis an agreement, the consummatio
which would result in the occurrence of a Chang€amtrol of the Company; (b) the Company or anysBepublicly announces an intentiol
take or consider taking actions which if consummatsuld constitute a Change in Control of the Conypdc) any Person becomes
beneficial owner, directly or indirectly, of sedigs of the Company representing 9.5% or moretbeeithe then outstanding shares of com
stock of the Company or the combined voting powiehe Companys then outstanding securities; unless that Perasriiled a schedule unc
Section 13 of the Securities Exchange Act of 1934 the rules and regulations promulgated undeii@et8, and that schedule (including
and all amendments) indicates that the Persondagention to (i) control or influence the managgrhor policies of the Company, or (ii) t:
any action inconsistent with a lack of intentionctntrol or influence the management or policieshef Company; or (d) the Board adop
resolution to the effect that a Potential Chang€admtrol has occurred.

2.31 *“ Salary” means a Participast’Base Salary plus commissions and incentive cosgpiem, other than Bonus or Performe
Grants, paid to the Participant for personal sesviendered by the Participant to the Company @ffiliate during a calendar year.

2.32 *“ Separation from Servicé means a “separation from serviagfider Code § 409A. A Separation from Service ocdutise
facts and circumstances indicate that the Companyita Affiliates and the Participant reasonablyi@pate that no further services will
performed after a certain date or that the levdlarfa fide services the Participant will perforrteauch date (whether as an Employee or
independent contractor) will decrease to no maae 20 percent of the average level of




bona fide services performed (whether as an Employes an independent contractor) over the imrtagdipreceding 36nonth period (or tt
full period of services if the Participant has bgeaviding services for less than 36 months). Ntitstanding the foregoing, the employn
relationship is treated as continuing while thetiPigiant is on military leave, sick leave or otlsema fide leave of absence if the period of Ii
does not exceed six months, or if longer, so lontha Participant retains the right to reemploynveittt the Company or an Affiliate under
applicable statute or contract.

2.33 * Severe Financial Hardship” means an unforeseeable emergency causing severgitih hardship to the Particip
resulting from one or more of the following:

€)) Accident or iliness of the Participant, thetlegpant’'s spouse or dependent (as defined in Code § 1®2utiregard to Cot
§ 152(b)(1), (b)(2) and (d)(1)(B));

(b) Loss of the Participarst’property due to casualty;
(c) Similar extraordinary and unforeseeable circumsararising as a result of events beyond the cootithle Participan

The purchase of a home or payment of college tuitionot a Severe Financial Hardship. Whether didjzant has experienced a Se\
Financial Hardship and the amount available toRhgicipant as a result of a Severe Financial Hapdshall be determined by the Commi
in accordance with Code 8 409A based on the retdaats and circumstances.

2.34 “ Specified Employe& means a Participant who is a “key employess defined in Code § 416(i)(1)(A) (i), (i) or (iWyithout
regard to Code § 416(i)(5)) at any time during #2emonth period ending on the December 31 of a FPkar (the “Identification Date”)An
Employee shall be treated as a Specified Emplopgefor the 12 month period beginning on the negriAl following the Identification Da
(each such April 1 being the “Specified Employeée&ive Date”).Notwithstanding the foregoing, compensation tha¢xsluded from a
employees$ gross income on account of the location of theises or the identity of the employer that is effectively connected with a tra
or business within the United States and is exdiledas foreign compensation under Code § 415 sindlbe treated as compensation
purposes of determining Specified Employees.

2.35 “ Spin-Off Date” means September 29, 2006, the date that the Comyemgpun off from First Data Corporation.
2.36 “ Vested Interest means a Participant’s nonforfeitable interest driher Account, determined in accordance withchety.

2.37 * Western Union Matching Account means the record maintained by the Company for Pacticipant who has an acco
balance for the cumulative amount of (a) Companychiag contributions pursuant to this Plan, and ifbputed gains or losses on th
amounts accrued as provided in Article 1V of tharPI

2.38 “ Year of Servicé means a year of service as defined in the Ince@axéngs Plan.

ARTICLE Il
PARTICIPANT DEFERRALS AND COMPANY CONTRIBUTIONS

3.1 Eligibility . The Company shall identify those Employees wheodigible to defer amounts under the Plan. Eligybto be ¢
Participant in the Plan and to defer amounts utfieiPlan is entirely at the discretion of the Compand shall be limited to a select grou
senior management or highly compensated emplofig#ility to defer amounts under the Plan for aralendar year shall not confer the r
to defer amounts for any subsequent year.

3.2 Deferrals . A Participant may elect to defer up to 80% of Baeticipants Salary and Bonus and up to 100% of a Perforn
Grant, subject to such additional guidelines amitétions adopted by the Committee, by entering mDeferred Compensation Agreemel
accordance with Section 3.3. The Salary and Botherwise payable to a Participant for each Planr Yeginning after the date of the elec
and any Performance Grant specified in a Deferrechfiznsation Agreement shall be reduced by the anelected to be deferred, and
Participants Deferral Account shall be credited for the amadeferred. Participants shall make separate etectidth respect to deferrals
Salary, Bonus and Performance Grants. Deferraia Balary shall be withheld in substantially equabants from Salary payable for the F
Year to which the Deferred Compensation Agreemelates. Deferrals from Bonus shall be withheld fritwe Bonus otherwise payable for
Plan Year to which the Deferred Compensation Agergnrelates, and deferrals from a Performance Gshatl be withheld from tt
Performance Grant specified in the Deferred Comgéms Agreement. Elections to defer Salary, Bonondg &erformance Grants .
irrevocable,




except as otherwise provided in the Plan. With eespo Business Employees who continue to be ddigib defer amounts under the P
Deferred Compensation Agreements entered into bdfar Spinoff Date shall be continued as if the Deferred Cengation Agreements F
been made under this Plan and will be continuget@gded in Section 3.3.

3.3

(@)

(b)

(c)

(d)

Elections to Defer.

Newly Eligible Employee. An eligible Employee who has not previously beégible to participate in the Plan (or any o
plan required to be aggregated with the Plan putsisaCode § 409A) and who wishes to participatthenPlan must exect
a Deferred Compensation Agreement within 30 dater dfe or she first becomes eligible to particigat¢he Plan (or ar
other plan required to be aggregated with the plasuant to Code 8 409A). The Deferred Compensatgmeement shall t
irrevocable with respect to the current Plan Yeacept as otherwise provided in the Plan, and $eakffective only wit
respect to compensation payable for services peddr subsequent to the execution of the Deferred peosatio
Agreement. The Employee may change his or her Beefa€ompensation Agreement election with respesetwices to k
performed in any subsequent Plan Year under thégioos in Section 3.3(c).

In the Employees first year of participation, if the Bonus or Rerhance Grant for which the election is made isanua
bonus or is otherwise based on a specified perfocmgeriod, then the EmployseDeferred Compensation Agreen
election with respect to the Bonus or PerformancanGwill apply only to the portion of the Bonus Berformance Gra
equal to the total amount of the Bonus or PerformaaBrant multiplied by the ratio of the number afygl remaining in tt
performance period after the date of the Deferreth@ensation Agreement over the total number of dayise performanc
period.

Former Participants with No Account Balancd &mployees Ineligible for Two Yeardf a former Participant has been ¢
all amounts deferred under the Plan (and all gpkens required to be aggregated with the Plan jpmitsio Code § 409A) a
on or before the date of the last payment was ligibk to continue to participate in the Plan &y other plan required to
aggregated with the Plan pursuant to Code § 408Apériods after the last payment (other than thinoan election of
different time and form of payment with respecatoounts paid), the Employee may be treated as reigiple to participat
in the Plan pursuant to Section 3.3(a) as of tte fiate following such payment that the Employg&imbecomes eligible
participate in the Plan. If an Employee has ce&sée eligible to defer amounts under the Plan @hother plans required
be aggregated with the Plan pursuant to Code § #(0®Aer than the accrual of earnings), regardiésghether all amoun
deferred under the Plan (and all other plans reduio be aggregated with the Plan pursuant to Gotlz9A) have been pa
and subsequently becomes eligible to participatéhen Plan again, the Employee may be treated adynelgible tc
participate pursuant to Section 3.3(a) if the Empéohas not been eligible to participate in the Pdet any other plan requir
to be aggregated with the Plan pursuant to Cod@9&}(other than the accrual of earnings) at ametduring the 24nontt
period ending on the date that the Employee againrnes eligible to participate in the Plan.

Previously Eligible EmployeesAn eligible Employee who has previously beeniblegto participate in the Plan (or any of
plan required to be aggregated with the Plan patseaCode § 409A) but is not treated as newlyilgligto participate in tf
Plan under Section 3.3(b) and who wishes to chaigjer her deferral election or make an initialetedl election must ent
into a Deferred Compensation Agreement with resfpecompensation paid for services performed dugifijan Year at ai
time prior to the beginning of that Plan Year. Tieav Deferred Compensation Agreement election sig#ffective for suc
Plan Year and all subsequent Plan Years, excepthte&Employee may change his or her Deferred Cosgi®n Agreeme
deferral election at any time through the Decen®ieprior to the beginning of a Plan Year. After thecember 31 prior
the beginning of the Plan Year, the Deferred Cormpgon Agreement deferral election shall becomeracable with respe
to that Plan Year, except as otherwise providetha Plan. The Committee may, in its sole discretiestablish earlit
deadlines or annual enrollment periods for suchtiele changes during which such elections must adan

Elections to Defer Performance Granfdotwithstanding the forgoing provisions of thiecBon 3.3, an eligible Employ
may elect to defer a Performance Grant at any timer before the date that is six months beforeetiek of the applicab
performance period, provided (i) the Employee hardopmed services for the Company or an Affiliabatinuously from th
later of the beginning of the performance periodhar date the Performance Measures are establishéde Performanc
Grant in writing (which shall be no later than 9yd after the




commencement of the performance period) throughdtte of this election and (ii) the amount payahleespect of th
Performance Grant is not calculable and substintiattain to be paid as of the time of this electi

(e) Cancellation of Deferral Election for 401(KpP Hardship Distribution Notwithstanding a Participast'deferral election
his or her Deferred Compensation Agreement, adaatit's deferral election shall be cancelled if requineder the 401(l
plan sponsored by the Company or an Affiliate whishthe Participant's Employer due to the Partiotfm receipt of
hardship distribution from such 401(k) plan, purgui® the requirements of Code § 1.401(d)(3). After the cancellatic
required under the 401(k) plan has expired, thetidi@ant may execute a new Deferred Compensatioredgent, i
accordance with the timing requirements for presipeligible employees under Section 3.3(c).

3.4 Company Matching Contributions . For any Plan Year in which a Participant is defeyramounts under the Plan,
Participant’s Western Union Matching Account shwicredited with an amount each pay period, caledlas follows:

(a) dollar for dollar on the sum of the Partanips contributions to the ISP (other than catcheaptributions) and the Participant’
contributions of Salary and Bonus to the Plan,aifhe first 3% of the sum of (i) the Participan€ompensation (as defined in the ISP wit
regard to the Code § 401(a)(17) limitation) for @ period, plus (ii) Salary and Bonus amounteetl under the Plan for the pay period,
$.50 for each dollar on the sum of the Particimantntributions to the ISP (other than catch-uptridmutions) and the ParticipastSalary an
Bonus contributions to the Plan, up to the nextd&%he sum of (i) the ParticipastCompensation (as defined in the ISP without g@the
Code § 401(a)(17) limitation) for the pay perioths(ii) Salary and Bonus amounts deferred undeiPtlan for the pay period,

(b) minus the amount of employer matching ctwitions contributed to the Participant’s ISP actstdior the pay period,;

provided, however, that the amounts credited toPtheicipants Western Union Matching Account for any year pardguo the foregoing sh
not exceed the total employer matching contribithrat would be provided under the ISP absent #ryased restrictions that reflect lirr
on qualified plan contributions under the Code.

To the extent the Participant receives additiomapleyer matching contributions under the ISP whewpleyer matching contributions :
recalculated on an annual basis under the ISRRdhtcipants Western Union Matching Account under the Plan beyeduced by the amo
of the additional employer matching contributiomstibuted to the ISP for the Plan Year.

3.5 Company Discretionary Contributions . For any Plan Year, the Company may, in its disorgtcredit a Participarg’ Accoun
in an amount determined in the sole discretiorhef Committee at any time and without regard to @mpunt credited to the Account of i
other Participant. Company discretionary contritmsi credited to a ParticipagtAccount pursuant to this Section 3.5 shall vestdcordanc
with the schedule applicable to the Participantsstérn Union Matching Account, as set forth in Bech.2.

ARTICLE IV
DEEMED INVESTMENT OF ACCOUNTS

4.1 Selection of Investment Funds Except as may otherwise be determined by the @omn its sole discretion, the Investrr
Funds available under the Plan shall be the sawestment options available to participants underltitentive Savings Plan, excluding
brokerage account option or any employer stock fme availability of an Investment Fund shall gote, or be deemed for any purpos
give, a Participant an interest in any asset cgstment held by the Company for any purpose.

4.2 Participant Identification of Investment Funds . Participants shall select one or more Investriamids with respect to whi
imputed gains or losses shall be calculated anibuatitd (credited or debited) to the Participanficcount. Participants who are ac
Employees may change the Investment Funds witheotsp which gains or losses on their future daeferare calculated on any business
with any change effective as soon as administrigtipeacticable. All Participants may, upon noticethe Plars recordkeeper, change
Investment Funds with respect to which gains osdeson their Account balance will be calculatechop business day. Changes receive
the Plans recordkeeper prior to the close of trading onNk& York Stock Exchange will be effective as ddttday. Changes received by
recordkeeper after such time on any day will beai¥e as of the end of the next trading day om\tbe York Stock Exchange. If a Particip
does not choose any Investment Fund, the gairesse$ on the amounts credited to the Particip@wtount shall be calculated by referenc
the Target Retirement fund based on the Participage as of the default investment election date.




4.3 Daily Valuation . The Committee shall maintain a record of eachi&pant’'s Account. Each ParticipagtAccount shall t
adjusted on a daily basis to reflect the deememnlsgat losses of the Investment Funds selectedebainticipant.

ARTICLE V
VESTING

5.1 Vesting in Deferral Account, First Data ISP Plus Catributions Account, and First Data ServiceRelated Contributions
Account . Each Participant shall be 100% vested in theidiaant's Deferral Account, First Data ISP Plus ContribagicAccount, and Fir
Data Service-Related Contributions Account atiales.

5.2 Vesting in Western Union Matching Account. Each Participant shall be vested in the PartigigaWestern Union Matchit
Account in accordance with the following vestingadule:

Years of Service Vesting Percentage
Less than 1 0%
1 25%
2 50%
3 75%
4 or more 100%

5.3 Vesting in First Data Matching Account and First Daa eOne Global Employer Basic Contributions Account The veste
portion in each Participant’s First Data MatchingcAunt at the time of the determination will be &do the sum of the Participastrirst Dat
Matching Account in the Plan at the time of theedetination and the ParticipastFirst Data Matching Account under The Westernol
Company Grandfathered Supplemental Incentive Saviplgn at the time of the determination, multiplied the Participang vestin
percentage at the time of the determination, mithes Participans First Data Matching Account under The WesternodnCompan
Grandfathered Supplemental Incentive Savings Plaheatime of the determination. The vested poriioeach Participard’ First Data eOr
Global Employer Basic Contributions Account at thme of the determination will be equal to the safithe Participans First Data eOr
Global Employer Basic Contributions Account in tR&an at the time of the determination and the Elpent’s First Data eOne Glot
Employer Basic Contributions Account under The WastUnion Company Grandfathered Supplemental Ineei8avings Plan at the time
the determination, multiplied by the Participant&ssting percentage at the time of the determinatitinus the Participarg’First Data eOr
Global Employer Basic Contributions Account undéeTWestern Union Company Grandfathered Suppleméntahtive Savings Plan at -
time of the determination.

The following vesting schedule applies for purposkthis Section 5.3, based on the Particimaiv&ars of Service at the time of
determination:

Years of Service Vesting Percentage
Less than 1 0%
1 25%
2 50%
3 75%
4 or more 100%

5.4 100% Vesting Events. Each Participant shall be 100% vested in theiddaant’s entire Account to the extent not already ve
upon the Participant’s death, the Participant’sabikty, the Participant’s attainment of age 65tlw termination of the Plan.

5.5 Violation of Agreement. If a Participant violates any restrictive covetsaagreement or any non-solicitation or raampet
agreement that the Participant has signed witlCtirapany or an Affiliate, the Participant shall ftfthe Participan$ entire Account under t
Plan, other than the ParticipantDeferral Account, regardless of whether the Bipant was vested in the amounts being forfeiteluk
Committee shall determine whether a Participaniizated any such agreement in its sole discretion




ARTICLE VI
DISTRIBUTIONS

6.1 Timing of Commencement of Distributions. A Participant shall elect one of the followingnés for commencement
distributions with respect to: (a) unvested amourdssferred to this Plan from the First Data Si8& were credited to the Participant’
Account prior to January 1, 2005, (b) amounts teedio the Participarg’ Accounts for the 2005 Plan Year and the 2006 Rlear an
(c) amounts credited to the Participant's Accowash Plan Year, commencing with the 2007 Plan Year.

€)) Specified Payment Datd he date the Participant specifies in a DistidouElection that has not been postponed purso
Section 6.4. With respect to elections for Planrgemmmencing on and after January 1, 2007, thepaydate may be a
calendar date that is more than four years follgwihre end of the Plan Year to which the Deferrech@ensation Agreeme
relates.

(b) Separation from Service The date the Participant has a Separation fromvicge or a specified time following t
Participants Separation from Service. A Participant may elechediate commencement or a time following Sepamation
Service that is prior to the'™anniversary of the ParticipastSeparation from Service. Notwithstanding any iofitevision o
the Plan, if the Participant is a Specified Emptoypa the date of his or her Separation from Sendog amounts otherwi
payable prior to the Bmonth anniversary of the ParticipanBeparation from Service shall be delayed urgildfy following
the 6" month anniversary of the Participant’s SeparatromfService.

6.2 Form of Distributions . A Participant shall elect one of the followingrfts of distribution with respect to: (a) unvesteaoant:
transferred to this Plan from the First Data SIis& were credited to the Participanf\ccount prior to January 1, 2005, (b) amountdited tc
the Participant’s Accounts for the 2005 Plan Yeat the 2006 Plan Year and (c) amounts creditedadrarticipans Accounts each Plan Ye
commencing with the 2007 Plan Year. A Participargtynelect distribution in the form of a lump sum pent or quarterly or annt
installments over a period of up to 10 years. Hastallment shall be determined by dividing thetiegrant’'s Account balance as of the en
the month immediately preceding the month of tistritliution by the number of remaining installments.

6.3 Special Distribution Provisions.

(a) _Default Distribution ElectionlIf a Participant fails to make an election (irdihg an election carryover pursuant to Section 6
(c)) specifying the time or form in which all oryaportion of the amounts credited to the ParticifmAccount will be paid, the Participant sl
be deemed to have elected to receive (i) a lumpdistribution, if the Participant has failed to neadkn election specifying the form of paym
and (ii) a payment upon Separation from Servic#hef Participant has failed to make an electiortifyiag the time of payment. The defe
election provisions of this section will be effegtias of the date the initial Deferred Compensatigreement is effective, and as of that ¢
cannot be changed except as provided in the Pldmraspect to changing Distribution Elections.

(b) Distribution Elections for Accounts Frometlrirst Data SISP A Participant who was formerly a participant e tFirst Dat
SISP and whose balance under the First Data SISPtraasferred from the First Data SISP to this PBhall be deemed to have the s
Distribution Election as previously filed with resp to the First Data SISP (if such an election filad), unless the Participant changes
election in accordance with the procedures in Pés.

(c) _Election Carryoverlf a Participant makes a Distribution Electiom éoPlan Year or has a Distribution Election cara&er fron
the First Data SISP, the Distribution Election w#émain in effect for all subsequent Plan Yearswhich the Participant fails to make a r
Distribution Election. The election carryover wélpply to all subsequent Plan Years until the Pipditt actually makes a new Distribut
Election for a Plan Year.

(d) _Small Account Balance Notwithstanding a Participant's Distribution Hiea(s), if immediately following a Participast’
Separation from Service, the Participanccount balance under the Plan (and all plansired) to be aggregated with the Plan under ¢
8§ 409A) is less than or equal to the applicabléad@mount under Code § 402(g)(1)(B), the recipghdll receive a lump sum payment of
Participant's Account balance as soon as admitiiattg feasible following (i) the day following thé"" month anniversary of the Participant’
Separation from Service if the Participant has bdentified as a Specified Employee as of the datbe Participans Separation from Servi
or (ii) the first day of the calendar month followithe date of the ParticipastSeparation of Service if the Participant hasbean identified ¢
a Specified Employee as of the date of the




Participant’s Separation from Service, providedpghgment results in the termination and liquidatdrthe entirety of the Participastinteres
in the Plan (and all plans required to be aggrebaith the Plan under Code § 409A).

(e) _Election Changes Permitted On or Before ébdmer 31, 2008 Pursuant to Internal Revenue Sefliedsition Relief.
Notwithstanding anything in this Article to the ¢mry, a Participant may be permitted to make a mastribution Election on or befa
December 31, 2008 with respect to the time and/onfof payment of (a) unvested amounts transfeiwetiis Plan from the First Data S
that were credited to the Participant's Accounbpid January 1, 2005, (b) amounts credited toRtagicipants Accounts for the 2005 Pl
Year and the 2006 Plan Year, (c) amounts creditethé Participans Accounts for the 2007 Plan Year, and (d) amourgslited to th
Participants Accounts for the 2008 Plan Year. However, anyhsoew Distribution Elections will apply only to ammats that would n
otherwise be payable in 2008 and may not causereurt to be paid in 2008 that would not otherwisephyable in 2008. In addition, ¢
such new Distribution Election that specifies atritisition commencement date prior to June 1, 20@Phe deemed to be an electior
commence distribution on June 1, 2009.

6.4 Changing Distribution Elections . A Participant may change his or her Distributilection as to timing and/or form
payment if:

(a) the change does not accelerate any payments ulithimeaning of Code § 40¢

(b) the Participant executes a new Distribution Electat least 12 months prior to the earliest datenpay would hav
commenced under the prior Distribution Election;

(c) any payments under the new Distribution Electioh mat commence earlier than 5 years from the dla¢epayments wou
have otherwise commenced under the prior DistrilnuElection; and

(d) the new Distribution Election will not take effamttil 12 months after the date it was executedhieyRarticipan
For purposes of this Section 6.4, payments matteeifiorm of installments shall be treated as alsipgyment.

6.5 Designation of Beneficiary. A Participant may designate one or more Desigh&eneficiaries (who may be design:
contingently or successively) by filing a writtentitce of designation with the Committee in suchrfaas the Committee may prescribe. E

designation will automatically revoke any prior igstions by the same Participant. Any benefic@degignation will be effective as of the ¢
on which the written designation is received by @mmmittee during the lifetime of the Participant.

6.6 Severe Financial Hardship. In the event of a Severe Financial Hardship dPaticipant, the Participant may reqt
distribution of some or all of the Participant's@int or the cancellation of the Participarglection to defer Salary or Bonus for the remex
of the Plan Year. The Committee shall require semdence as is reasonably necessary to determandigtribution is warranted and satis
the requirements of a Severe Financial Hardshigsyant to Code 8 409A. The Committee shall deterntivee amount available to {
Participant, if any, in its sole discretion basedtlee relevant facts and circumstances and in dacce with Code § 409A. If the Commil
grants a Participarg’request to cancel an election to defer SalaBonwus, the Participant may again make an electiatefer Salary or Bon
only in accordance with Article 111

6.7 Payments on Account of Failure to Comply with Codeg 409A . If any portion of the Participarst’Account that has not \
been distributed must be included in the Partidigataxable income for a calendar year pursuant tdeC®409A, the Committee st
distribute the portion of the Account that has befuded in the Participant’s taxable income amnsas administratively practicable.

ARTICLE VII
DEFERRED COMPENSATION AND BENEFITS TRUST

Upon the occurrence of any Potential Change in ©brthe Company may in its discretion transfeat®eferred Compensation ¢
Benefits Trust ( “DCB Trust”an amount of cash, marketable securities, or gitwerty acceptable to the trustee equal in vafugpdo 1059
of the amount necessary to pay the Company’s didiga with respect to Accounts under this Plan (thending Amount”). Any cash
marketable securities, and other property so tearesi shall be held, managed, and disbursed btrdkgee subject to and in accordance
the terms of the DCB Trust. In addition, from tire time, the Company may make any and all additioreansfers of cash, marketa
securities, or other property acceptable to thetéeias may be necessary in order to maintainuthdifrfg Amount with respect to this Plan. /
amounts transferred to the DCB Trust under thisgraph shall, at any time prior to the consummatiba Potential Change in Control,
returned to the Company by the




Trustee at the Company’s request. The Company agdsaccessor shall continue to be liable for th@malte payment of Participants’
Accounts.

Notwithstanding the immediately preceding paragraipé Company will not transfer any cash, secuww;jtie other property to the D(
Trust at a time when such a transfer would causerad tax consequences under Code 8§ 409A.

ARTICLE VIII
AMENDMENT, MODIFICATION AND TERMINATION

8.1 Amendment and Termination. The Company may, at its sole discretion, amertgroninate the Plan at any time provided
the amendment or termination shall not adversdicathe vested or accrued rights or benefits gfRarticipant without the Participastpriol
consent. Notwithstanding the foregoing, the Compaiay amend the Plan at any time, without the canskany Participant, as necessar
desirable to comply with the requirements, or aubigl application, of Code § 409A. Any terminatidntlee Plan will be made in compliar
with the requirements of Code § 409A and the rdgria thereunder.

8.2  Further Actions to Conform to Code 8 409A. Notwithstanding any provision of the Plan, thearPwill be construe
administered or deemed amended as necessary tdycatip the requirements of Code § 409A to avoidation under Code § 409A(a)(1)
the extent subject to Code § 409A. The Committeésisole discretion shall determine the requineimef Code § 409A applicable to the F
and shall interpret the terms of the Plan consilténerewith. Under no circumstances, however|lsha Company or any affiliate or any of
or their employees, officers, directors, serviceviders or agents have any liability to any perfmmany taxes, penalties or interest dut
amounts paid or payable under the Plan, includimgtaxes, penalties or interest imposed under Gotlz9A.

ARTICLE IX
ADMINISTRATION AND INTERPRETATION

The Committee shall have final discretion, resplifisi, and authority to administer and interprie¢ tPlan. This includes the discre!
and authority to determine all questions of fatigilgility, or benefits relating to the Plan. Theo@mittee may also adopt any rules it de
necessary to administer the Plan. The Commiteesponsibilities for administration and interptetn of the Plan shall be exercised
Company employees who have been assigned thosensdsitities by the Compang’ management. Any Company employee exerc
responsibilities relating to the Plan in accordawith this Article shall be deemed to have beeregaled the discretionary authority veste
the Committee with respect to those responsikglitinless limited in writing by the Committee. ARgrticipant may appeal any actior
decision of these employees to the Committee. Gldmn benefits under the Plan and appeals of ctdémials shall be in accordance v
Articles XI and XII. Any interpretation by the Conittee shall be final and binding on the Particigeemd any Designated Beneficiary.

ARTICLE X
MISCELLANEOUS

10.1 Non-assignability . Neither a Participant nor a Desighated Benefjcrany voluntarily or involuntarily anticipate, agsi ol
alienate (either at law or in equity) any benefider the Plan, and the Committee shall not recegaizy such anticipation, assignmen
alienation. Furthermore, a benefit under the Plzadl 1ot be subject to attachment, garnishmenty,lexecution, or other legal or equite
process. Any attempted sale, conveyance, trara$signment, pledge or encumbrance of the rightisrests, or benefits provided pursuar
the terms of the Plan or the levy of any attachneesimilar process thereupon, shall be null and awnd without effect.

10.2 Taxes. The Company shall deduct from all payments mautteuthis Plan all applicable federal or state savegjuired by la
to be withheld.

10.3 Governing Law . To the extent not preempted by federal law, ttean Bhall be construed in accordance with, andl &z
governed by, the laws of the state of Colorado auithregard to any conflict of laws provisions therder.

10.4 Form of Communication . Any election, application, claim, notice, or attt®mmunication required or permitted to be n
by a Participant or Designated Beneficiary to trmmbittee shall be made in such form as the Comenittay prescribe, and shall not
effective until the date specified in the Plan grthe Committee for such communication. If no foomdate is specified, such communica
shall be effective upon receipt of the communiaaiio writing by the Companyg’ Senior Vice President, Compensation and Benrafii50!
East Belford Avenue, Englewood, CO 80112.




10.5 Service Providers. The Company or Committee may, in their sole @#aon, retain one or more independent entitie
provide services in connection with the operatind administration of the Plan. Except as may beifipally delegated or assigned to any ¢
entity in writing or as otherwise provided in than, the Committee shall retain all discretionanyhority under this Plan. No Participan
other person shall be a third party beneficiaryhwéspect to, or have any rights or recourse urader,contractual arrangement betweer
Company or Committee and any such service provider.

10.6 Unsecured General Creditor. Participants and their beneficiaries, heirs, sgsors, and assigns shall have no leg
equitable rights, interest, or claims in any proper assets of the Company. The assets of the @oynghall not be held under any trust for
benefit of Participants, their beneficiaries, hegaccessors, or assigns, or held in any way datexl security for the fulfilling of tt
obligations of the Company under this Plan. Any ahdCompany assets shall be, and remain, the gknempledged, unrestricted assets o
Company. The Company’s obligation under the Plal §le an unfunded and unsecured promise of thep@agnto pay money in the future.

10.7 Gender and Number. Except when otherwise indicated by the contdy,masculine gender shall also include the fem
gender and vice versa, and the singular shalliatdode the plural and vice versa.

10.8 No Right to Continued Employment. Nothing contained in the Plan shall confer upoy Barticipant any right with respec
the continuation of the Participastemployment by, or consulting relationship withe Company, or interfere in any way with the righthe
Company, subject to the terms of any separate gmmant agreement or other contract to the contetrgny time to terminate such service
to increase or decrease the compensation of th&ipant. Nothing in this Plan shall limit or impathe Companys right to terminate tl
employment of any employee. Participation in thisnFs a matter entirely separate from any pensit or entitlement the Participant n
have and from the terms or conditions of the Pigditt's employment. Any Participant who leaves the emplayt of the Company shall not
entitled to any compensation for any loss of aghtrior any benefit or prospective right or benefiter this Plan which the Participant m
otherwise have enjoyed whether such compensatiataimed by way of damages for wrongful dismissalother breach of contract
otherwise.

10.9 Participation in Other Plans . Nothing in this Plan shall affect any right whithe Participant may otherwise have
participate in any retirement plan or agreementiviihe Company or an Affiliate has adopted or nagpa

10.10 Entire Understanding . This instrument contains the entire understandiegveen the Company and the Particig
participating in the Plan relating to the Plan, angersedes any prior agreement between the pavtiesher written or oral. Neither this P
nor any provision of the Plan may be waived, medifiamended, changed, discharged or terminategteasgrovided in the Plan.

10.11 Provisions Severable. To the extent that any one or more of the prowisiof the Plan shall be invalid, illegal
unenforceable in any respect, the validity, legaditd enforceability of the remaining provisionsléhot in any way be affected or impaired.

10.12 Headings. The article and section headings are for conveieonly and shall not be used in interpreting arstruing th
Plan.

10.13 Successors, Mergers, or ConsolidationsAny agreement under the Plan shall inure to #meefit of and be binding up
(a) the Company and its successors and assignspamdany corporation into which the Company maynaeged or consolidated, and (b)
Participant and his or her heirs, executors, adstrators, and legal representatives.

ARTICLE XI
CLAIMS PROCEDURE

Claims for benefits under the Plan shall be filedvriting, within 180 days after the event givirigerto a claim, with the Comparsy’
Senior Vice President, Compensation and Benefits ‘fPlan Administrator’)who shall have absolute discretion to determinethérebenefit
are payable under the Plan, interpret and applyPthe, evaluate the facts and circumstances, aké mdetermination with respect to the cl
in the name and on behalf of the Committee. Thincthall include a statement of all relevant faatsl copies of all documents, materials
other evidence that the claimant believes relet@ttie claim.

The Plan Administrator shall furnish a notice ty afaimant whose claim for benefits under the Fae been denied within 90 d
from receipt of the claim. This 9@ay period may be extended if special circumstamegaire an extension, provided that the time [
cannot exceed a total of 180 days from the Plagteipt of the claimard’ claim and the written notice of the extensioprisvided before tt
expiration date of the initial 90-day claim peri¢idan extension is required, the




Plan Administrator shall provide a written notidetloe extension that contains the expiration détie initial 90day claim period, the spec
circumstances that require an extension, and tteebdawhich the Plan Administrator expects to rentdebenefits determination.

If the adverse decision relates to a claim invajvine Disability of a Participant, the Plan Admirasor shall furnish a notice to |
claimant whose claim for benefits has been deniégHinw45 days from receipt of the claim. This day period may be extended for
additional 30-day period if special circumstanoeguire an extension, and the additionaldad-period may be further extended for up t
more days if special circumstances require a furtixéension. If any extension of the time periodriotifying a claimant is required, the P
Administrator shall provide a written notice of thrtension to the claimant containing the expiratiate of the theapplicable claim perio
the special circumstances that require an extenaiwhthe date by which the Plan Administrator ekp# render the benefits determination.

The Plan Administrator’s claim denial notice stsat forth:
(8) the specific reason or reasons for the denia
(b) specific references to pertinent Plan priovis on which the denial is based,;

(c) a description of any additional materialifiormation necessary for the claimant to perféet ¢laim and an explanation of v
the material or information is necessary; and

(d) an explanation of the Plan¢laims review procedure describing the stepsttaken by a claimant who wishes to submit h
her claim for review, including any applicable tihiraits, and a statement of the Participant’'s andfeciary’s right to bring a civil action unc
ERISA § 502(a) if the claim is denied on review.

A claimant who wishes to appeal the adverse detetioin must submit a request for review in writtoghe Plan Administrator with
60 days (180 days in the event of a claim invohariDisability) after the appealing claimant recsivetice of the denial of benefits.

ARTICLE XII
CLAIMS REVIEW PROCEDURE

Any Participant, former Participant, or Designaisheficiary of either, who has been denied a beekfim, shall be entitled, up
written request, to a review of the denied claimty Committee. A claimant appealing a denial ofdiits (or the authorized representativ
the claimant) shall be entitled to:

(&) submitin writing any comments, documergsprds and other information relating to the claim request a review;
(b) review pertinent Plan documents; and

(c) upon request and free of charge, reasoradgess to, and copies of, all documents, record#rer information relevant to 1
claim. A document, record, or other informationlsba considered relevant to the claim if such doent, record, or other information (i) v
relied upon in making the benefit determinatior), Wias submitted, considered, or generated in these of making the benefit determinat
without regard to whether such document, recoratloer information was relied upon in making thadf@ determination, or (iii) demonstra
compliance with the administrative processes aridgsards designed to ensure and verify that beokfitn determinations are made
accordance with the Plan and that, where appreprtae Plan provisions have been applied consigtanith respect to similarly situat
Participants or Designated Beneficiaries.

The Committee shall reexamine all facts relatethtoappeal and make a final determination as taveinehe denial of benefits
justified under the circumstanct




Decision on ReviewThe decision on review of a denied claim shall lz@lenin the following manner:

(&) The decision on review shall be made byGoenmittee, who may in its discretion hold a hearimgthe denied claim. T
Committee shall make its decision solely on theiba$ the written record, including documents andtten materials submitted by 1
Participant or Designated Beneficiary (or the atiteal representative of the Participant or Desigadeneficiary). The Committee shall m
its decision promptly, which shall ordinarily betrater than 60 days (45 days in the event of arclavolving a Disability) after the Plas’
receipt of the request for review, unless spedialimstances (such as the need to hold a heagagjre an extension of time for processing
that case a decision shall be rendered as sooosaibfe, but not later than 120 days (90 dayseéretrent of a claim involving a Disability) af
receipt of the request for review. If an extensibriime is required due to special circumstandes,Gommittee will provide written notice
the extension to the Participant or Designated Benaey prior to the time the extension commencating the special circumstances requ
the extension and the date by which a final deci&expected.

(b) The decision on review shall be in writingritten in a manner calculated to be understoodhey Participant or Designal
Beneficiary. If the claim is denied, the writtentice shall include specific reasons for the decisipecific references to the pertinent |
provisions on which the decision is based, a statgrof the Participant’s or Designated Beneficiamight to bring an action under ERIS,
502(a), and a statement that the Participant oigdated Beneficiary is entitled to receive, upoquest and free of charge, reasonable a
to, and copies of, all documents, records and atifermation relevant to the claimastclaim for benefits. A document, record, or o
information shall be considered relevant to théntld such document, record, or other informatignwas relied upon in making the ben
determination, (ii) was submitted, considered, enayated in the course of making the benefit detertion, without regard to whether si
document, record, or other information was religtbru in making the benefit determination, or (iiigndonstrates compliance with
administrative processes and safeguards designedstore and verify that benefit claim determinatiane made in accordance with the
and that, where appropriate, the Plan provisionsg l@en applied consistently with respect to sityilsituated claimants.

(c) The Committes’ decision on review shall be final. In the evdrg tlecision on review is not provided to the Phudiat o
Designated Beneficiary within the time requirec thaim shall be deemed denied on review.

ARTICLE XIII
LAWSUITS, JURISDICTION, AND VENUE

No lawsuit claiming entitlement to benefits undeistPlan may be filed prior to exhausting the ckiamd claims review procedu
described in Articles XI and XIl. Any such lawsuiust be initiated no later than (a) one year dfterevent(s) giving rise to the claim occur
or (b) 60 days after a final written decision waevided to the claimant under Article Xll, whichevis sooner. Any legal action involvi
benefits claimed or legal obligations relating toasising under this Plan may be filed only in Fedi®istrict Court in the city of Denve
Colorado. Federal law shall be applied in the prtetation and application of this Plan and the ltéBmn of any legal action. To the extent
preempted by federal law, the laws of the stat€@albrado shall apply.

ARTICLE XIV
EFFECTIVE DATE OF PLAN

This Plan, as amended and restated, shall be ig#fext of November 30, 2012.
The Company hereby agrees to the provisions oPthe and in witness of its agreement, the Companigsbduly authorized offict
has executed the Plan on the date written below.
THE WESTERN UNION COMPANY
By:
Title:

Date:
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[Western Union Letterhead]

October 28, 2011

Mr. John Dye
9720 Arnon Chapel Road
Great Falls, VA 22066

Dear John,

On behalf of Hikmet Ersek, it is my pleasure toegext this offer of employment (“Offemiith Western Union, LLC, ¢
affiliate of The Western Union Company (“Westernithi or the “Company”)eporting to the President and CEC
the Company. We are looking forward to you joinuggas Executive Vice President, General Counsgbufchoose |
accept this Offer, your start date will be Decemb®r2011. This letter is subject to the appro¥ahe Compensatic
and Benefits Committee of the Western Union Comaogrd of Directors (the “Compensation Committee”).

Exempt Salary

Your gross annualized starting salary will be $800, payable in accordance with the Company's requdgrol
practices.

Sign-On Awards

You will receive sign-on awards with a target vatifes1,200,000:

Cash award of $600,000 payable in three equal ammstallments starting six months after your stiate
subject to your employment with the Company onghgment dates,

Restricted stock unit ("RSU") award with a grankueaof $600,000 to vest ratably over three yeaymfthe
grant date, subject to your employment with the Gany on the vesting dates.

The dollar value of the above RSU award at the tifngrant does not change. However, based on sghiaeat the tim
of the grant the number of units may vary. The gogiant date will be your employment start dat@vped that th
Compensation Committee has approved your equitydsa@n or before such date.

In the event of your voluntary termination of empttent with the Company (other than a terminatianGood Reasc
following a Change In Control pursuant to the Comp8&everance/Change In Control Policy), you willrbguired ti
repay a prorated portion of any cash sign-on paymeceived during the ongear period prior to such volunt:
termination (based on the number of days betwean ggmination date and the one year anniversamhefpaymet
date, as calculated in the Company's sole disoietio




2012 Short and Londerm Incentives

Beginning in 2012, you will be eligible to partieiie in the Company's Senior Executive Annual IngenPlar
("SEAIP"), with a target shoterm incentive award equal to 80% of your then enirrannualized base salary. Y
SEAIP award, if any, will be based on your achiegamof established performance measures, the Cons
achievement of established financial performanadsgand in accordance with the SEAIP's terms anditions.

You will also be eligible for an annual Long-Termcéntive Plan (“LTIP”)award consisting of stock options
Performance Share Units, in otiérd and two thirds increments respectively, véatgrant date target value of $750,(

All awards under the SEAIP and LTIP require apptdsan the Compensation Committee and LTIP awaedgiire th
execution by you of an agreement containing cergstrictive covenants such as non-solicitatiom-campetition an
non-disclosure commitments. All recommendations for rsavill be made in accordance with Western Uniontsen
guidelines, subject to the approval of the recondag&an. All your rights and obligations with respéc any awarc
granted to you are subject to the terms and camditof the SEAIP and LTIP as well as the termsamtlitions of th
applicable award agreements. If you do not receragerials reflecting your grants within three maendf your sta
date, please let me know immediately.

Benefits

You will be eligible to participate in the Compasnyiealth, welfare and financial security benefagsams on the sar
terms as similarly situated employees of the Comprthe location where you will be employed. Heahd welfar
benefit eligibility begins on the first day of thmonth following or coinciding with your start datédditiona
information regarding benefits and enrollment Infation will be reviewed with you on or shortly afteur first day ¢
employment. Finally, please understand that the 2oy reserves the right to amend or terminate angiloof its
employee benefit plans and corporate policies wtiame, in its sole discretion.

Supplemental Incentive Savings Plan (Deferred Corsgnion)

If you accept this Offer, you will be eligible taagicipate in The Western Union Company Supplentdntzentive
Savings Plan, a nonqualified deferred compensatian. Plan information and enrollment materialsl Wwé provide:
separately. Eligibility for this program is subjeéatapproval by Western Union's Employee Benefasm@ittee.

Severance
As an “Eligible Executive’as defined under The Western Union Company Sevef@hange in Control Poli

(Executive Committee Level) (the “Policy’you are eligible for coverage under the Policy,jscibto its terms ar
conditions as the same may be amended by the Confimemn time to time in its sole discretion.




Relocation

If you accept this Offer, you agree to completery@location to the Denver area no later than 3dly2012, pursua
to the terms of the Western Union Senior ExecuReétocation Policy (“Relocation Policy”)You will be eligible fo
relocation assistance and reimbursement for retotatkpenses pursuant to the Relocation Policydition, for you
relocation, we will modify our Relocation Policy amcommodate the appraised value of your home tolakein Gree
Falls, VA. You will be eligible for Employee Onlyemporary Living Expense benefits under the Relocaolicy fo
an additional five months. Eileen Gibson, Direc@tpbal Mobility, (314) 825 2408 will contact youithin 48 hour
after we receive a signed copy of this Offer. Rdeaste that if you resign from, or are terminated dause by tf
Company within a period of 12 months after yourtstg/transfer date, you will refund, at a proratadount, to th
Company expenses incurred by the Company as & mdsrdur relocation/transfer. This prorated amowiit be base
on the portion of the twelve-month period you hbeen employed by the Company.

Immigration Reform & Control Act

In compliance with the Immigration Reform and Cohthct of 1986, on your first day of work we aslkathyou brin
documents that will establish your identity and yeligibility to work in the United States. Someaexples include yoi
driver's license and social security card, youthbtertificate, or a current passport.

Other Agreements

As a condition of your employment with the Compaygyu may be required to sign certain agreementduding bu
not limited to agreements regarding non-solicitatimoneompetition, confidentiality, outside board serviaac
arbitration of employment disputes. You will alse bubject to all Company policies applicable to @@mpany’
employees, including but not limited to the Westdmon Code of Conduct.

Drug Screen

As one of the requirements for employment, you dlrequired to complete a drug screen within Q@ $of receivin
this written Offer. If you fail to complete youruly screen within the 9B8eur timeframe, this Offer of employment n
be rescinded.

At Will Statement

Please understand that this Offer does not cotestitcontract or a guarantee of continued employfoemny period ¢
time. This Offer supersedes any oral or prior wnttoffers” or verbal discussions that you have had with then G
related to employment with the Company. Any chargehis Offer must be in writing and signed bylb&arties. As
the case throughout Western Union and its U.S.idislbes and affiliated companies, employment iswdl” and ma
be terminated by either you or the Company at ang for any reason. The terms and conditions oflegympent may b
changed at any time at the sole discretion of mamagt. This Offer is also subject to the Comparwgikeng favorabl
results from your background Investigation ands$aditory completion by you of all required securtgarance ar
training applicable to your position, drug screang provision by you of original documentation whieerifies you
right to work in the United States.




Acceptance

John, | hope you will accept this Offer. Feel fteecall me at my office (720) 332-5444 or on myl gélone (303) 882-
3109, if you have any questions or need additiotalfication of this Offer. Please note that teems of this Offer a
subject to the approval of the Compensation CoremitPlease indicate your decision and confirm ymaeptance
the terms described in this letter by signing, rgtiand returning one signed copy of this lettemt® within three (¢
days of receipt, Please fax a copy of this lettane at (720) 338008. Prior to faxing, please contact Sheryl Saak
at (720) 332-3711.

Sincerely,

/s/ Scott T. Scheirman

Scott T. Scheirman

Executive Vice President, Chief Financial Officer

and Acting Chief Human Resources Officer
Western Union

| accept your Offer of employment as describedis ketter.

/s/ John R. Dye
Mr. John Dye

Date: 10/28/11
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[Western Union Letterhead]

November 15, 201

Mr. John Dye
9720 Arnon Chapel Road
Great Falls; VA 22066

Dear John,

This letter shall serve to amend the offer of epplent to you dated October 28, 2011 ("Offer Lejtevith Wester:
Union, LLC, an affiliate of The Western Union Comga(*Western Union" or the "Company"). The Offertieg shal
be amended as follows:

Your start date shall be changed from Decembe®1] 20 November 30, 2011.
Other than this amendment, the terms of the Ofételr shall remain unaffected.

Please sign this letter to indicate your acceptafhtieis amendment to the Offer Letter and retliengdame to me by no
later than November 21, 2011.

Sincerely,
/s/ Paula S. Larson

Paula Larson

Executive Vice President and
Chief Human Resources Officer
Western Union

| accept the terms of this amendment to the Ofésdtdr.

/sl John R. Dye
Mr. John Dye

Date: 11/17/11

12500 East Belford Avenue Englewood, Colorado 80112
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SUBJECT TO THE APPROVAL OF THE COMPENSATION AND BERFITS COMMITTEE OF THE
WESTERN UNION COMPANY BOARD OF DIRECTORS

April 12, 2012

Mr. John "David" Thompson

848 Kansas Street #1
San Francisco, CA 94103-2607

Dear David,

On behalf of Hikmet Ersek, it is my pleasure toeext this offer of employment ("Offer") with Westedmion, LLC, ai
affiliate of The Western Union Company ("Westernidsri or the "Company") reporting to the Presidemtl £EO o
the Company. We are looking forward to you joinugyas Executive Vice President and Chief Infornmatdficer. I
you choose to accept this Offer, your start datxgected to be on or before April 23, 2012. Thttek is subject to tl
approval of the Compensation and Benefits Committedhe Western Union Company Board of Directottse
"Compensation Committee").

Exempt Salary

Your gross annualized starting salary will be $800, payable in accordance with the Company's requagrol
practices.

Sign-On Equity Award

You will receive a sign-on equity award under Weastdnion's Long¥erm Incentive Plan ("LTIP") with a target va
estimated at $1,900,000, contingent upon confimnadif details concerning your outstanding awardeslas follows:

Restricted Stock Unit ("RSU") award with a grantedaalue of $1,900,000 to vest in three substdptéjua
installments, on the six-month, two-year and thyear anniversaries of the grant date, subject tor
continued employment in good standing with the Canypon the respective vesting dates.

The number of RSUs awarded will be equal to thevalaollar value divided by the closing price of Wées Unior
stock on the New York Stock Exchange on the grate.dThus, the number of RSUs awarded will depemat
Western Union's stock price at the time of grahie Equity grant date will be the latest of your &ayment start dat
the date the Compensation Committee has approvedegity awards, or the day immediately followihg first twc
full trading days after Western Union's earningaamcement for the first quarter of 2012 (expedtethe April 26
2012).




2012 ShortTerm and Long-Term Incentives

You will be eligible to participate in the CompasZ012 Incentive Plan ("Incentive Plan"), with egtt bonus of 90
of your annualized base salary, prorated for thaber of days worked in 2012, and payable no ldt@n tMarch 201.
Your bonus payout, if any, will be based on younhiagement of established performance measuresComepany
achievement of established financial performancealgg@nd in accordance with the Incentive Plan'sngean:
conditions.

You will also be eligible for an annual LTIP awafor 2012 consisting of stock options and perfornesnase:
restricted stock units, in increments of thirtyearpercent (33%) and sixgeven percent (67%) respectively, wi
grant date target value of $1,000,000.

All awards under the LTIP require approval from empensation Committee and require the executyoyohn of ai
agreement containing certain restrictive covenaush as non solicitation, non-competition and dmclosur
commitments. All recommendations for awards willhade in accordance with Western Union's currerdejues
subject to the approval of the recommendationyailr rights and obligations with respect to any misayranted to yc
are subject to the terms and conditions of theritiee Plan and LTIP, as applicable, as well ast¢hnes and conditiol
of the applicable award agreements. If you do aokive materials reflecting your grants within ghraonths of yot
start date, please let me know immediately.

You should be aware that the Compensation Commitize established stock ownership guidelines foriog
executives. The guidelines require Executive Vicesklents to own Western Union stock equal in vadugvo time:
their base salary (five times base salary in ttse @d the CEO). Executives must retain at least 60%ftertax share
resulting from the vesting of stock awards (suchR&tJs) or the exercise of stock options until thquired stoc
ownership level has been achieved. Included indéfenition of stock ownership are the aftax value of unveste
restricted stock units and any Western Union stoeked outright, including stock acquired upon optexercise:
Unexercised stock options and performance basedsRISWot count towards meeting the stock ownerghigelines.

Benefits

You will be eligible to participate in the Compasnyiealth, welfare and financial security benefagsams on the sar
terms as similarly situated employees of the Comrthe location where you will be employed. Heahd welfar
benefit eligibility begins on the first day of thmonth following or coinciding with your start datédditiona
information regarding benefits and enroliment infation will be reviewed with you on or shortly afi@ur first day ¢
employment. Finally, please understand that the 2o reserves the right to amend or terminate anglloof its
employee benefit plans and corporate policies wtiame, in its sole discretion.

Supplemental Incentive Savings Plan (Deferred Compsation)

If you accept this Offer, you will be eligible taagicipate in The Western Union Company Supplendnizentive
Savings Plan, a nonqualified deferred compensatian. Plan information and enrollment materialsl Wwé provide:
separately. Eligibility for this program is subjeéctapproval by Western Union's Employee Benefam@ittee.




Severance

As an "Eligible Executive" as defined under The W¥as Union Company Severance/Change in Controlcy
(Executive Committee Level) (the "Policy"), you aekgible for coverage under the Policy, subjecitsoterms an
conditions as the same may be amended by the Cynfqmemn time to time in its sole discretion.

Relocation

If you accept this Offer, you agree to completery@liocation to the Denver area within six monthyaur start dats
pursuant to the terms of the Western Union Seniachtive Relocation Policy ("Relocation Policy™)oW will be
eligible for relocation assistance and reimbursdnfi@nrelocation expenses pursuant to the Reloca#olicy. Jasc
Exley, Director, Global Mobility, (720) 332130, will contact you within 48 hours after we e a signed copy
this Offer. Please note that if you resign fromage terminated for cause by the Company withiergod of 12 montt
after the completion of your relocation as deteedirby the Company in its sole discretion, you wéfund, at

prorated amount, to the Company any expenses gttilny the Company as a result of your relocatidns prorate
amount will be based on the portion of the twatventh period you have been employed by the Compantg the da
of the completion of your relocation, as determitgdthe Company in its sole discretion. Any modifion to an
relocation benefits provided by the Company, intigdout not limited to the date by which you musimplete you
relocation, requires prior written approval by #escutive Vice President of Human Resources.

Immigration Reform & Control Act

In compliance with the Immigration Reform and Coh#ct of 1986, on your first day of work we aslathyou brin
documents that will establish your identity and iyeligibility to work in the United States. Someaexples include yoi
driver's license and social security card, youthbtertificate, or a current passport.

Other Agreements

As a condition of your employment with the Compaygyu may be required to sign certain agreementdding bu
not limited to agreements regarding non-solicitatimoneompetition, confidentiality, outside board serviaac
arbitration of employment disputes. You will alse bubject to all Company policies applicable to @@mpany’
employees, including but not limited to the Westdmon Code of Conduct.

Drug Screen

As one of the requirements for employment, you balrequired to complete a drug screen within 48$of receivin
this written Offer. If you fail to complete youruly screen within the 4Beur timeframe, this Offer of employment n
be rescinded.




At Will Statement

Please understand that this Offer does not cotestitcontract or a guarantee of continued employfoemny period ¢
time. This Offer supersedes any oral or prior wnttoffers" or verbal discussions that you have \wal the Compan
related to employment with the Company. Any chargehis Offer must be in writing and signed bylb&arties. As
the case throughout Western Union and its U.S.idiabbees and affiliated companies, employment iswdl" and may
be terminated by either you or the Company at ang for any reason. The terms and conditions oflegpmpent may b
changed at any time at the sole discretion of mamagt. This Offer is also subject to the Compargikeng favorabl
results from your background investigation ands$aditory completion by you of all required securtgarance ar
training applicable to your position, drug screang provision by you of original documentation whieerifies you
right to work in the United States.

Acceptance

David, | hope you will accept this Offer. Feel fiteecall me at my office (720) 332-4409 or on mjl paone (303) 330-
9809, if you have any questions or need additiotalfication of this Offer. Please note that teenis of this Offer a
subject to the approval of the Compensation CoremitPlease indicate your decision and confirm ymaeptance
the terms described in this letter by signing, ratiand returning one signed copy of this lettemt® within three (<
days of receipt. Please fax a copy of this letbeme at (720) 338211. Prior to faxing, please contact Becky Laj
(720) 332-6415.

Sincerely,
/s/ Paula S. Larson

Paula S. Larson
Chief Human Resources Officer

| accept your Offer of employment as describedis ketter.

/s/ John David Thompson
Mr. John "David" Thompson

Date: 4/12/12



Exhibit 12

THE WESTERN UNION COMPANY
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(unaudited)
(in millions)
2012 2011 2010 2009 2008
Earnings:
Income before income taxes $ 1,168.6 $ 1274¢ $ 1,145 $ 1,131 $ 1,238."
Fixed charges 177.¢ 182.¢ 178.( 172.¢ 184.¢
Other adjustments 5.3 2.€ (€] (0.9 (4.6)
Total earnings (a) $ 1,351.¢ % 1,460.0 $ 1,320.0 % 1,303 § 1,418.¢
Fixed charges:
Interest expense $ 179.€ % 181.¢ % 169.¢ $ 157.¢  $ 1712
Other adjustments (1.8 1.C 8.1 14.¢ 13.¢
Total fixed charges (b) $ 1776 % 182.¢ § 178.C $ 172.¢  $ 184.¢
Ratio of earnings to fixed charges (a/b) 7.6 8.C 7.4 7.t 7.7

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



LIST OF THE WESTERN UNION COMPANY SUBSIDIARIES
(as of December 31, 2012)

Name of Subsidiary

A. Serviban S.A.

American Rapid Corporation

Angelo Costa Spain S.A.

Banco Western Union do Brasil S.A.

Cambitur International, S.A.

CHL Management Services Limited Partnership
Christopher C. Varvias & Associates S.A.
Custom House (Retail) Ltd.

Custom House (NZ) Limited

Custom House (Online) Ltd.

Custom House (USA) Ltd.

Custom House Currency Exchange (Australia) Pty.iteidh
Custom House Currency Exchange (Singapore) Ptatddm
Custom House Holdings (USA) Ltd.

Custom House Financial (UK) Limited

Custom House ULC

Custom House Ventures ULC

Custom House Financial Ltd.

E Commerce Group Products Inc.

E Commerce Group, Inc.

Finint Partecipazioni SRL

Finint SRL

Finint UK Ltd.

First Financial Management Corporation

Global Collection Services, S.A.

Grupo Dindmico Empresarial, S.A. de C.V.
MSR Marketing Services GmbH

MT Caribbean Holdings SRL

MT Global Holdings Ltd.

MT Group Ltd.

MT Holdings (Bermuda) Ltd.

MT International Holdings, Ltd.

MT International Operations Ltd.

MT International Operations Partnership

MT Network Holdings Ltd.

MT Payment Services Operations EU/EEA Limited
MT Processing Holdings Ltd.

MT Retail Services Switzerland AG

MT Worldwide Holdings Ltd.

On Time AG

Operaciones Internationales OV, S. de R.L. de C.V.
Orlandi de Mexico S.A. de C.V.

Paymap Inc.

Exhibit 21

Jurisdiction of
Incorporation

Peru

Delaware, USA
Spain

Brazil

Spain

Canada
Greece
Canada

New Zealand
Canada

Washington, USA

Australia
Singapore

Washington, USA

United Kingdom
Canada
Canada
Canada

New York, USA
New York, USA
Italy

Italy

United Kingdom
Georgia, USA
Argentina
Mexico

Austria
Barbados
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Bermuda
Ireland
Bermuda
Switzerland
Bermuda
Switzerland
Mexico

Mexico
Delaware, USA




PT Western Union Indonesia

Red Global SA

RII Holdings, Inc.

Ruesch Holding, Inc.

Ruesch International, Inc.

Ruesch International L.L.C.

Servicio Electrénico de Pago S.A.

Servicio Integral de Envios, S. de R.L. de C.V.
Servicios de Apoyo GDE, S.A. de C.V.

Societe Financiere de Paiements S.A.S.

SpeedPay, Inc.

The Western Union Real Estate Holdings LLC
Transfer Express de Panama S.A.

Travelex GBP Australia Pty Limited

Travelex GBP Investments Ltd.

Travelex GBP Japan KK

Travelex GBP Prague, SRO

Travelex GBP (SA) Limited

Travelex Global Business Payments, Inc.

Travelex Global Business Payments Limited

Travelex Global Financial Services (Singapore)LRde
Travelex Payments Limited

Travelex Singapore Pte Limited

Union del Oeste de Costa Rica SRL

Vigo Remittance Canada Company

Vigo Remittance Corp.

Vigo UK Limited

Western Union Acquisition Partnership

Western Union Benelux MT Ltd.

Western Union (Bermuda) Holding Finance Ltd.
Western Union Business Solutions Hong Kong Limited
Western Union Business Solutions Malta Limited
Western Union Chile Limitada

Western Union Communications, Inc.

Western Union Consulting Services (Beijing), Cdd.L
Western Union Corretora de Cambio S.A.

Western Union Deutschland GbR

Western Union do Brasil Participacoes Limitada
Western Union do Brasil Servicos e Participacoeslt
Western Union Financial Holdings L.L.C.

Western Union Financial Services Argentina S.R.L.
Western Union Financial Services (Australia) PTY.Lt
Western Union Financial Services (Belgium) SPRL
Western Union Financial Services (Canada), Inc.
Western Union Financial Services Eastern Europe LLC
Western Union Financial Services GmbH

Western Union Financial Services (Hong Kong) Lirdite
Western Union Financial Services International (l€eg SARL
Western Union Financial Services (Korea) Inc.
Western Union Financial Services (Luxembourg) S.a.r

Indonesia
Argentina
Delaware, USA
Delaware, USA
Delaware, USA
Delaware, USA
Argentina
Mexico

Mexico

France

New York, USA
Delaware, USA
Panama
Australia
United Kingdom
Japan

Czech Republic
United Kingdom
Delaware, USA
United Kingdom
Singapore
United Kingdom
Singapore
Costa Rica

Nova Scotia, Canada

Delaware, USA
United Kingdom
Australia
Ireland
Bermuda

Hong Kong
Malta

Chile
Delaware, USA
China

Brazil

Germany

Brazil

Brazil

New York, USA
Argentina
Australia
Belgium
Ontario, Canada
Delaware, USA
Austria

Hong Kong
France

Korea
Luxembourg






Western Union Financial Services, Inc.

Western Union GB Limited

Western Union Global Network Pte. Limited
Western Union (Hellas) International Holdings S.A.
Western Union Holding (Bermuda) Ltd.

Western Union Holding (Bermuda) Ltd. & Co. OG
Western Union Holdings, Inc.

Western Union International Bank GmbH

Western Union International Ltd.

Western Union Ireland Holdings Limited

Western Union Italy Holdings Srl

Western Union, LLC

Western Union Malta Holdings Limited

Western Union Malta Limited

Western Union Management (Bermuda) Limited
Western Union Morocco SARL

Western Union MT East

Western Union Network (Canada) Company
Western Union Network (France) SAS

Western Union Network (Ireland) Limited

Western Union Northern Europe GmbH

Western Union Online Limited

Western Union Operations (UK) Ltd.

Western Union Overseas Limited

Western Union Peru SAC

Western Union Payment Services (India) Private techi
Western Union Payment Services Ireland Limited
Western Union Payment Services Network (Canada) ULC
Western Union Payment Services Network EU/EEA Lémhit
Western Union Payment Services UK Limited
Western Union Payments (Malaysia) SDN. BHD.
Western Union Processing Lithuania, UAB
Western Union Processing Ltd.

Western Union Provision of Marketing & Advertisisgrvices (Hellas) MEPE
Western Union Regional Panama S.A.

Western Union Retail Services Belgium

Western Union Retail Services GB Limited
Western Union Retail Services Ireland Limited
Western Union Retail Services ltaly S.r.l.

Western Union Retail Services Norway AS
Western Union Retail Services RO SRL

Western Union Retail Services Spain S.A.
Western Union Retail Services Sweden AB
Western Union South Africa (PTY) Limited
Western Union Luxembourg Holdings 1 S.a.r.l.
Western Union Luxembourg Holdings 2 S.a.r.l.
Western Union Luxembourg Holdings 3 S.a.r.l.
Western Union Luxembourg Holdings 4 S.a.r.l.
Western Union Services, Inc.

Western Union Services India Private Limited

Colorado, USA
United Kingdom
Singapore
Greece
Bermuda
Austria
Georgia, USA
Austria

Ireland

Ireland

Italy

Colorado, USA
Malta

Malta
Bermuda
Morocco

Russian Federation
Nova Scotia, Canada

France
Ireland
Germany
Ireland
United Kingdom
Ireland
Peru
India
Ireland
Canada
Ireland
United Kingdom
Malaysia
Lithuania
Ireland

Greece
Panama
Belgium
United Kingdom
Ireland
Italy
Norway
Romania
Spain
Sweden
South Africa
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Maryland, USA
India






Western Union Services (Philippines) Inc.
Western Union Services Singapore Private Limited
Western Union Services S.L.

Western Union Services (Spain) S.L.

Western Union Settlement Holdings Limited
Western Union Singapore Limited

Western Union Support Services (Nigeria) Limited
WU BP Peru S.R.L.

Philippines
Singapore
Spain
Spain
Ireland
Bermuda
Nigeria
Peru



Exhibit 23
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference iféllewing 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 reports dated February 22, 2QMith respect to the consolidated financial staets and schedule of The Western Union Compan
the effectiveness of internal control over finahegporting of The Western Union Company includedhis Annual Report (Form 1K} of The
Western Union Company for the year ended Decembe2(B12 .

/sl Ernst & Young LLP
Denver, Colorado

February 22, 2013



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Hikmet Ersek, certify that:
1. I have reviewed this Annual Report on Form 10fKThe Western Union Company;

2. Based on my knowledge, this report does notaterany untrue statement of a material fact or am#tate a material fact necessail
make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeatd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this report;

4. The registrant's other certifying officer(s) dnare responsible for establishing and maintairdigglosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13a-15(f) and 15d-15(f)) for the registrant andéiav

(a) Designed such disclosure controls and procedarecaused such disclosure controls and procedarke designed under
supervision, to ensure that material informatiolatneg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

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

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentdiis report our conclusio
about the effectiveness of the disclosure contmal$ procedures, as of the end of the period coveydtlis report based on st
evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportihgt occurred during the registra
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repowd} ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportingfan

5. The registrant's other certifying officer(s) dndave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the registrant's auditors and theitasmmmittee of the registrant's board of direct@s persons performing the equival
functions):

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

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

Date:February 22, 2013 / s/ HIikMET ERSEK
Hikmet Ersek
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Scott T. Scheirman, certify that:
1. I have reviewed this Annual Report on Form 10fKThe Western Union Company;

2. Based on my knowledge, this report does notaterany untrue statement of a material fact or am#tate a material fact necessail
make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeatd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this report;

4. The registrant's other certifying officer(s) dnare responsible for establishing and maintairdigglosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13a-15(f) and 15d-15(f)) for the registrant andéiav

(a) Designed such disclosure controls and procedarecaused such disclosure controls and procedarke designed under
supervision, to ensure that material informatiolatneg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

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

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentdiis report our conclusio
about the effectiveness of the disclosure contmal$ procedures, as of the end of the period coveydtlis report based on st
evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportihgt occurred during the registra
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repowd} ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportingfan

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thatausanmittee 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 cbotrer financial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize aport financial information; and

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

Date:February 22, 2013 /sl ScotT T. SCHEIRMAN
Scott T. Scheirman
Executive Vice President, Chief Financial Officer




Exhibit 32
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER

The certification set forth below is being subndtte connection with the Annual Report of The Wastdnion Company on Form 10-K
for the period ended December 31, 2012 (the “Ré&pfant the purpose of complying with Rule 13a-14¢)Rule 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:February 22, 2013 /sl HiKMET ERSEK
Hikmet Ersek
President and Chief Executive Officer

Date:February 22, 2013 /sl ScotT T. SCHEIRMAN
Scott T. Scheirman
Executive Vice President, Chief Financial Officer




