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

Form 10-Q
M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 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 chaetr)

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

(Address of Principal Executive Offices)

Registrant’s telephone number, including area codé66) 405-5012

Indicate by check mark whether the registrant @b filed all reports required to be filed by Secti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastli@@s. Yesw No O

Indicate by check mark whether the registrant liésnstted electronically and posted on its corpo¥ab site, if any, every Interactive D
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8 232.405 of thisptkg) during the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y& No O

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fileM Accelerated filerd Non-accelerated file] Smaller reporting companig

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgfe Act). YesO No @

As of July 27, 2012, 602,392,455 shares of our comstock were outstanding.
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PART I
FINANCIAL INFORMATION

Iltem 1. Financial Statements

THE WESTERN UNION COMPANY

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

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011

Revenues:

Transaction fees $ 1,059.c $ 1,057.C $ 2,100.. $ 2,055.(

Foreign exchange revenues 334.¢ 279.2 657.2 535.%

Other revenues 31.1 30.1 61.C 59.C
Total revenues 1,425.: 1,366.1 2,818.! 2,649.
Expenses:

Cost of services 797.5 764.2 1,580.! 1,509.¢

Selling, general and administrative 281.% 251.¢ 559.¢ 476.1
Total expenses 1,079.: 1,015.¢ 2,140.: 1,985.°
Operating income 345.¢ 350.7 678.4 663.€
Other income/(expense):

Interest income 1.2 1.3 2.7 RS

Interest expense (45.1) (44.2) (89.5) (87.¢)

Derivative gains/(losses), net (0.7 1.3 0.¢ 0.€

Other income, net 8.8 26.€ 7.7 29.C
Total other expense, net (35.9) (17.9) (78.2) (55.5)
Income before income taxes 310.1 333.¢ 600.2 608.1
Provision for income taxes 38.¢ 70.2 81.% 134.7
Net income $ 2712 % 263.2 $ 518.t $ 473.¢
Earnings per share:

Basic $ 044 $ 04z ¢ 08¢ $ 0.7

Diluted $ 044 % 041 $ 08¢ 0.7¢4
Weighted-average shares outstanding:

Basic 610.¢ 631.1 615.( 639.(

Diluted 613.1 635.¢ 617.t 644.(
Cash dividends declared per common share $ 0.1C $ 0.0¢ $ 02C $ 0.1¢

See Notes to Condensed Consolidated Financialrseats.
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THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(in millions)
Three Months Ended
June 30, Six Months Ended June 3C
2012 2011 2012 2011
Net income $ 271- $ 2632 $ 518t $§ 473«
Other comprehensive income/(loss):
Unrealized gains on investment securities:
Unrealized gains 2.€ 6.6 8.5 7.C
Tax expense (1.7 (2.5 3.3 (2.€)
Reclassification of gains into earnings 2.3 (0.9 3.7 (1.7
Tax expense 0.¢ 0.3 1.4 04
Net unrealized gains on investment securities 0.1 3.5 2.9 3.7
Unrealized gains/(losses) on hedging activities:
Unrealized gains/(losses) 32.t (22.0 9.5 (57.6)
Tax (expense)/benefit (4.6) 3.6 2.2 8.8
Reclassification of (gains)/losses into earnings (2.9 15.C 4.0 21.2
Tax benefit — (2.6) — (4.0
Net unrealized gains/(losses) on hedging activities 25.k (6.0 4.3 (31.€
Foreign currency translation adjustments:
Foreign currency translation adjustments (2.9 (2.2 0.4 2.4
Tax benefit/(expense) 11 0.4 0.6 (0.€)
Net foreign currency translation adjustments (1.9 1.7 1.C 1.8
Defined benefit pension plan:
Reclassification of losses into earnings 2.7 2.1 5.3 4.1
Tax benefit (2.0 (1.0) (2.0 .7
Net defined benefit pension plan adjustments 1.7 1.1 3.3 2.4
Total other comprehensive income/(loss) 25.F (3.2 11 (23.9)
Comprehensive income $ 296.7 $ 260.1 $ 530.C $ 449.

See Notes to Condensed Consolidated Financialrseats.
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THE WESTERN UNION COMPANY

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

June 30, December 31,
2012 2011
Assets
Cash and cash equivalents $ 1,403.¢ $ 1,370.¢
Settlement assets 3,103.: 3,091.;
Property and equipment, net of accumulated depieciaf $391.0 and $429.7, respectively 196.4 198.1
Goodwill 3,174.: 3,198.¢
Other intangible assets, net of accumulated anatitiz of $473.2 and $462.5, respectively 861.¢ 847.¢
Other assets 426.¢ 363.<
Total assets $ 9,166.( $ 9,069.¢
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued liabilities $ 496.C $ 535.(
Settlement obligations 3,103.: 3,091.:
Income taxes payable 189.¢ 302.¢
Deferred tax liability, net 388.¢ 389.7
Borrowings 3,673.: 3,583.:
Other liabilities 262.¢ 273.¢
Total liabilities 8,113.: 8,175.:
Commitments and contingencies (Note 6)
Stockholders’ equity:
Preferred stock, $1.00 par value; 10 shares auddirho shares issued — —
Common stock, $0.01 par value; 2,000 shares aaduhr504.5 shares and 619.4 shares issued a
outstanding as of June 30, 2012 and December 31, 28spectively 6.C 6.2
Capital surplus 311.( 247.1
Retained earnings 842.¢ 760.(
Accumulated other comprehensive loss (207.0 (118.5)
Total stockholders’ equity 1,052.¢ 894.¢
Total liabilities and stockholders’ equity $ 9,166.( $ 9,069.¢

See Notes to Condensed Consolidated Financialrstats.
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THE WESTERN UNION COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(in millions)
Six Months Ended
June 30,
2012 2011
Cash flows from operating activities
Net income $ 518. % 473.¢
Adjustments to reconcile net income to net cashigeal by operating activities:
Depreciation 31.c 30.4
Amortization 91.¢ 60.¢
Gain on revaluation of equity interest (Note 3) — (29.9
Other non-cash items, net 1.2 3.€
Increase/(decrease) in cash, excluding the eftdasquisitions, resulting from changes in:
Other assets (29.9) (3.9)
Accounts payable and accrued liabilities (45.9) (48.9)
Income taxes payable (Note 12) (211.7) 42.2
Other liabilities (20.9) (23.2)
Net cash provided by operating activities 445 506.:
Cash flows from investing activities
Capitalization of contract costs (78.9) (44.¢)
Capitalization of purchased and developed software (15.¢) (4.0
Purchases of property and equipment (27.9) (26.€)
Acquisition of businesses (4.9 (135.%)
Net cash used in investing activities (126.7) (211.9
Cash flows from financing activities
Proceeds from exercise of options 45.C 91.€
Cash dividends paid (122.9) (95.0
Common stock repurchased (302.9 (658.5)
Net proceeds from commercial paper 93.C —
Net proceeds from issuance of borrowings — 299.(
Net cash used in financing activities (286.7) (362.9)
Net change in cash and cash equivalents 32.¢ (67.7)
Cash and cash equivalents at beginning of period 1,370.¢ 2,157..
Cash and cash equivalents at end of period $ 1,403.¢ $ 2,089.°
Supplemental cash flow information:
Interest paid $ 94t % 101.(
Income taxes paid (Note 12) $ 204.¢ % 94.2

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

(Unaudited)

1. Business and Basis of Presentation
Busines:

The Western Union Company (“Western Union” or tli®fpany”)is a leader in global money movement and paymenicss, providin
people and businesses with fast, reliable and coemeways to send money and make payments artenararld. The Western Unidhbranc
is globally recognized. The Company’s servicesa@lable through a network of agent locations iorenthan 20@ountries and territorie
Each location in the Company’s agent network isabég of providing one or more of the Company’s E&w.

The Western Union business consists of the follgveagments:

« Consumer-to-Consumer - The ConsumeGtmsumer operating segment facilitates money teas&fetween two consumers, prime
through a network of third-party agents. The Conyfamulti-currency, reatime money transfer service is viewed by the Coms
one interconnected global network where a moneaysfeat can be sent from one location to anotheyraddhe 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 thrabghCompany's websites and account based momesfera.

« Consumer-to-Business - The ConsumeBtsiness operating segment facilitates bill paymé&om consumers to businesses and
organizations, including utilities, auto financemgmanies, mortgage servicers, financial service ideyg, government agencies
other businesses. This segment primarily consisttroted States bill payments, Pago Facil (bill pents in Argentina), a
international bill payments. The significant majgrof the segment's revenue was generated in theedJB&tates during all peric
presented.

« Business Solutions - The Business Solutions aipgr segment facilitates business-to-business payrsolutions, primarily cross-
border, crossurrency transactions, mainly for small and medisize enterprises and other organizations. The ihajof the
segment's business relates to exchanges of curgnitye spot rate which enables customers to meksscurrency payments.
addition, in certain countries, the Company writeeign currency forward and option contracts fastomers to facilitate futu
payments. Travelex Global Business Payments (“TGBMiich was acquired in November 2011 (see Notes3Jg0 included in th
segment.

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

The Company's previously reported segments weresi@oer-to€onsumer, Global Business Payments, and Other.chhages in tf
Company's segment structure primarily relate tosyearation of the Global Business Payments segmntwo new reportable segme!
Consumer-to-Business and Business Solutions. Adt gegment information has been reclassified flecethese new segments.

There are legal or regulatory limitations on transhg certain assets of the Company outside ofcthentries where these assets
located, or which constitute undistributed earniafaffiliates of the Company accounted for under ¢quity method of accounting. Howe'
there are generally no limitations on the use ekéhassets within those countries. Additionallg, @ompany must meet minimum cag
requirements in some countries in order to maind@i@rating licenses. As of June 30, 2012e amount of net assets subject to these liiorite
totaled approximately $285 million .
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

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

Basis of Presentatio

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

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

In the opinion of management, these condensed bidats financial statements include all the normeglurring adjustments necessar
fairly present the Company’s condensed consolidegadlts of operations, financial position and cietvs as of June 30, 201&nhd for al
periods presented. These condensed consolidatucfal statements should be read in conjunctioh thié Company consolidated financi
statements within the Company’s Annual Report om90-K for the year ended December 31, 2011 .

Consistent with industry practice, the accompanyduogdensed Consolidated Balance Sheets are ufigldsdile to the shoterm natur
of the Company’s settlement obligations contrastétth the Company’s ability to invest cash awaitisgttlement in londgerm investmer
securities.

Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect
amounts reported in the financial statements andrapanying notes. Actual results could differ frimase estimates.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

2. Earnings Per Share and Dividends
Earnings Per Shar

The calculation of basic earnings per share is etetpby dividing net income available to commorcktwlders by the weighteaverag
number of shares of common stock outstanding ferpitriod. Unvested shares of restricted stock xckiged from basic shares outstanc
Diluted earnings per share reflects the potentiatidn that could occur if outstanding stock opisoat the presented dates are exercise
shares of restricted stock have vested, usingréasury stock method. The treasury stock methaghass proceeds from the exercise pric
stock options, the unamortized compensation expandeassumed tax benefits of options and restritimek are available to acquire share
an average market price throughout the period tlaectfore, reduce the dilutive effect.

For the three months ended June 30, 2012 and 2@idre were 24.1 million and 8.2 millionrespectively, of outstanding options
purchase shares of Western Union stock excluded fhee diluted earnings per share calculation, ag #ffect was antdilutive. For the si
months ended June 30, 2012 and 2011, there weBeniftion and 8.0 million, respectively, of outstanding options to purchsisares ¢
Western Union stock excluded from the diluted eagsiper share calculation as their effect wasdihttive.

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

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Basic weighted-average shares outstanding 610.¢ 631.1 615.( 639.(
Common stock equivalents 2.2 4.7 2.t 5.C
Diluted weighted-average shares outstanding 613.1 635.¢ 617.5 644.(

Cash Dividends Paid

The Company's Board of Directors declared quartesish dividends of $0.18er common share in both the first and second ersad
2012 , representing $122.3 million in total dividen Of this amount, $60.7 million was paid on J@8¢2012 and $61.6 milliowas paid o
March 30, 2012. The Company's Board of Directodated quarterly cash dividends of $0j common share in the second quarter of
and $0.07 per common share in the first quart@0dfl, representing $95.0 million in total dividen@d this amount, $50.3 milliowas paid o
June 30, 2011 and $44.7 million was paid on Marith2®11.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

3. Acquisitions

On November 7, 2011 , the Company acquired thenbasitobusiness payment business known as Travelex GBisihess Paymer
from Travelex Holdings Limited for cash considesatiof £603 million ( $967.8 millior). In connection with the July 5, 2011 purct
agreement, on May 4, 2012, the Company acquired-teach assets of TGBP for cash consideration ofmfiBon ( $4.8 million) afte
receiving regulatory approval. The final considematand the final purchase price allocation for TR5Bre subject to a working cap
adjustment, further analysis of tax balances, firsdliation of identifiable intangible assets, arideo items. With the acquisition of TGBP
the Company's existing Business Solutions busirtbesCompany has the ability to leverage TGBP'sness-tobusiness payments mar
expertise, distribution, product and capabilitieghwVestern Union's brand, existing Business Sohgioperations, global infrastructure
relationships, and financial strength. The resofteperations for TGBP have been included in thenany's consolidated financial statem
from the date of acquisition.

On October 31, 2011 and April 20, 2011 , the Compaaguired the remaining 70% interests in Eurogeased Finint S.r.l. (“Finint"anc
Angelo Costa S.r.l. (“Costa’yespectively, two of the Company's largest agentsiging services in a number of European countrids
Company previously held a 30#®quity interest in each of these agents. The Cogngapects these acquisitions will help accelerlt
introduction of additional Western Union productslaervices and will leverage its existing Europidirastructure to build new opportunit
across the European Union. The acquisitions domnmpact the Company's money transfer revenue, bedhesCompany was already recort
all of the revenue arising from money transfergliaeiting at Finint's and Costa's subagents. As@fatquisition dates, the Company no lo
incurs commission costs for transactions relatelinint and Costa; rather the Company now pays cissions to Finint and Costa subage
resulting in lower overall commission expense. Tmwnpany's operating expenses include costs a@bbto 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 (3814 million). The Compan
revalued its previous 30% equity interest to failue of approximately $47.7 million on the acquisitdate, resulting in total value $187.:
million .

The Company acquired the remaining 70% intere€tasta for cash consideration of €95 million ( $Z3&illion ). The final
consideration is subject to the resolution of akiray capital adjustment. The Company revaluedrigvipus 30%equity interest to fair value
approximately $46.2 million on the acquisition datsulting in total value of $181.9 milliarin conjunction with the revaluation, the Comp
recognized a gain of $29.4 million , recorded irtlf€ income, net” in the ComparsyConsolidated Statements of Income, for the amby
which the fair value of the 30% equity interesteaded its previous carrying value.




Table of Contents

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

(Unaudited)

All assets and liabilities have been recorded atvalue, excluding deferred tax liabilities. Thellbwing table summarizes the fil
allocations of purchase price for Finint and Castd the preliminary allocation of purchase priceTTG&BP (in millions):

Travelex Global
Business

Angelo Costa

Payments (b) Finint S.r.| S.rl

Assets:
Cash and cash equivalents $ 25.5  § — $ —
Settlement assets 171.¢ 52.2 46.3
Property and equipment 5.1 0.t 3.C
Goodwill 705.7 153.¢ 174.%
Other intangible assets 314.2 64.¢ 51.Z
Other assets 65.5 2.C 1kt
Total assets $ 1,287« $ 273.1 % 276.¢
Liabilities:
Accounts payable and accrued liabilities $ 452 % 6.1 $ 10.¢
Settlement obligations 171.¢ 57.t 55.%
Income taxes payable 1.1 3.1 10.:
Deferred tax liability, net 75.1 15.¢ 5.5
Other liabilities 21.¢ 3.t 2.2
Total liabilities 314.¢ 86.C 94.t
Total purchase price (a) $ 972.¢ $ 187.1 % 181.¢
@) Total purchase price includes cash consideratamsferred and the revaluation of the Company'siguevequity interest, if any, to fi

value on the acquisition date.
(b) Amounts include the impact of the acquisition af #rench assets of TGBP on May 4, 2

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

Travelex Global

Business Angelo Costa
Payments (a) Finint S.r.l Srl
Customer and other contractual relationships $ 2645 $ — 3 =
Network of subagents — 53.¢ 44.¢
Other 49.7 10.€ 6.8
Total identifiable intangible assets $ 3142 $ 64 $ 51.4
€) Amounts include the impact of the acquisition af #rench assets of TGBP on May 4, 2

Customer and other contractual relationships amdork of subagents identifiable intangible assetsewalued using an income apprc
and are being amortized over 9 toyEars, subject to valuation completion for TGBPhétintangibles were valued using both income arx
approaches and are being amortized over one tyéaes. For the remaining assets and liabilitiesuehieg goodwill and deferred tax liabilitie
fair value approximated carrying value.

10
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

The goodwill recognized for TGBP of $705.7 millias attributable to expected synergies, the projeddagterm business growth
current and new markets and an assembled workéordeelates 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 syngrgiejected longerm business growth and an assembled workforceeats entirely to tt
Consumer-taconsumer segment. Based on the preliminary allmeadf purchase price, goodwill expected to be didiecfor income ta
purposes for TGBP is approximately $423.9 millioGoodwill expected to be deductible for income paxposes for Finint and Coste
approximately $97.0 million and $104.9 million spectively.

4. Restructuring and Related Expenses

On May 25, 2010 and as subsequently revised, tmep@oy's Board of Directors approved a restructuplag (the “Restructuring Plap”
designed to reduce the Company's overall head@mdhimigrate positions from various facilities, paify within North America and Euroy.
to regional operating centers. As of SeptembefBQ], the Company had incurred all of the experelased to the Restructuring Plan.

The following table summarizes the activity for tlestructuring accruals as of June 30, 2012 (ition#):

Severance,
Outplacement
and Related
Benefits Other (a) Total
Balance, December 31, 2011 $ 137 $ 02 $ 13.€
Cash payments (8.6) (0.2 (8.9
Balance, June 30, 2012 $ 51 % — 3 5.1
(@) Other expenses related to the relocation of varaperations to new and existing Company facilifieduding expenses for hirir

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

Restructuring and related expenses are reflectdtei€ondensed Consolidated Statements of Incorf@dlaas (in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2011 2011
Cost of services $ 5 @ 7.4
Selling, general and administrative 8.4 25.5
Total restructuring and related expenses, pre-tax $ 8¢ ¢ 32.€
Total restructuring and related expenses, nebof ta $ 52 % 22.¢

There were no restructuring and related expensesrid during the three and six months ended Jan2®.2 .

11
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

(Unaudited)

The following table summarizes the restructurindg aglated expenses incurred by reportable segnremiilions). These expenses h
not been allocated to the Company's segments dextlon Note 14. While these items are identifiafolehe Company's segments, tt
expenses have been excluded from the measuremeagient operating profit provided to the chiefrafing decision maker ("CODM") f
purposes of assessing segment performance andodietiaking with respect to resource allocation.

Consumer-to- Consumer-to- Business
Consumer Business Solutions Other Total
First quarter 2011 $ 19.1 $ 35 $ — $ 14 $ 24cC
Second quarter 2011 6.8 0.9 0.9 0.2 8.9
Total restructuring and related expenses $ 25¢ § 44§ 08 § 17 § 32¢

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

(Unaudited)

5. Fair Value Measurements

Fair value, as defined by the relevant accounttagdards, represents the exchange price that wmilektceived for an asset or pai
transfer a liability (an exit price) in the prinaipor most advantageous market for the asset lailitiain an orderly transaction between ma
participants on the measurement date. For additiofi@mation on how the Company measures fair @ahefer to the Comparg’Annua
Report on Form 10-K for the year ended Decembe311 .

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

Fair Value Measurement Using LiaAbﬁiie::/at

June 30, 2012 Level 1 Level 2 Level 3 \}:aallijre
Assets:

State and municipal debt securities $ — $ 832.2 % — 832.c

State and municipal variable rate demand notes — 975.2 — 975.2

Corporate debt and other 0.1 56.€ — 57.C

Derivatives — 168.¢ — 168.¢
Total assets $ 01 $ 2,033 $ —  $ 2,033.:
Liabilities:

Commercial paper $ — 390.C $ — 3 390.(

Notes and other borrowings — 3,619.. — 3,619..
Total borrowings — 4,009.: — 4,009.:

Derivatives — 97.1 — 97.1
Total liabilities $ —  $ 4,106.: $ —  $ 4,106.:

Fair Value Measurement Using LiaAbﬁiie::/at

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

State and municipal debt securities $ — $ 866. $ — $ 866.5

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

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

Derivatives — 124.¢ — 124.¢
Total assets $ 01 $ 1456.. $ —  $ 1,456.¢
Liabilities:

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

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

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

No non-recurring fair value adjustments were reedrdiuring the three and six months ended June @02 and June 30, 201
respectively, except those associated with acquisit as disclosed in Note 3.

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

(Unaudited)

Other Fair Value Measurements

The carrying amounts for many of the Company'sritie instruments, including cash and cash equitajesettlement cash and c
equivalents, settlement receivables and settlemigligations, and commercial paper approximate falue due to their short maturities. -
aggregate fair value of the Company's borrowings|ugling commercial paper, was based on quotes frattiiple banks and excluded
impact of related interest rate swaps. All the &saed liabilities in the above tables were cara¢dair value in the Company's Conder
Consolidated Balance Sheets, with the exceptiohoofowings, which had a carrying value of $3,67@1llion and $3,583.2 millioras o
June 30, 2012 and December 31, 2011 , respeci(setyNote 11).

6. Commitments and Contingencies
Letters of Credit and Bank Guarante

The Company had approximately $95 million in outdiag letters of credit and bank guarantees asioé 30, 2012vith expiration date
through 2015 , the majority of which contain a gmar renewal option. The letters of credit and bgokrantees are primarily held
connection with lease arrangements and certaintaggeements. The Company expects to renew tleedaif credit and bank guarantees |
to expiration in most circumstances.

Litigation and Related Contingenci

In the second quarter of 2009, the Antitrust Dwisiof the United States Department of Justice (“DGé&rved one of the Compar
subsidiaries with a grand jury subpoena requestoayments in connection with an investigation imoney transfers, including related fore
exchange rates, from the United States to the DiearinRepublic from 2004 through the date of subpodine Company is cooperating fi
with the DOJ investigation. Due to the stage of itiheestigation, the Company is unable to prediet tlutcome of the investigation, or
possible loss or range of loss, if any, which cdwddassociated with the resolution of any possitiinal charges or civil claims that may
brought against the Company. Should such chargekions be brought, the Company could face sigaifidines, damage awards or regula
consequences which could have a material adveiset eh the Company's business, financial condiiod results of operations.

The Company and one of its subsidiaries are defeada two purported class action lawsuits: Jame$ennille v. The Western Uni
Company and Robert P. Smet v. The Western Uniong2om both of which are pending in the United Stddestrict Court for the District «
Colorado. The original complaints asserted claimis Vfiolation of various consumer protection lawsjust enrichment, conversion &
declaratory relief, based on allegations that tbenany waits too long to inform consumers if thamney transfers are not redeemed b
recipients and that the Company uses the unredemdd to generate income until the funds are eseldeto state governments. The Ten
complaint was served on the Company on April 2020 he Smet complaint was served on the Compardpoih6, 2010. On September .
2009, the Court granted the Company's motion tmidis the Tennille complaint and gave the plaing#ve to file an amended complaint.
October 21, 2009, Tennille filed an amended complalhe Company moved to dismiss the Tennille aredndomplaint and the Sn
complaint. On November 8, 2010, the Court denied rtiotion to dismiss as to the plaintiffs' unjustiemment and conversion claims.
February 4, 2011, the Court dismissed plaintiffsismer protection claims. On March 11, 2011, thefffs filed an amended complaint t
adds a claim for breach of fiduciary duty, varielements to its declaratory relief claim and Westdnion Financial Services, Inc. a
defendant. On April 25, 2011, the Company and Wesdthion Financial Services, Inc. filed a motiondismiss the breach of fiduciary d
and declaratory relief claims. Western Union Finah8ervices, Inc. also moved to compel arbitratiérihe plaintiffs' claims and to stay
action pending arbitration. On November 21, 20h&, €Court denied the motion to compel arbitratiod #me stay request. Both compal
appealed the decision. On January 24, 2012, thieetSitates Court of Appeals for the Tenth Circuéinged the companies' request to sta
District Court proceedings pending their appealk Phaintiffs have not sought and the Court hasgnahted class certification. A prelimin:i
agreement in principle has been reached with tamtiffs and is subject to the negotiation and exien of a definitive settlement agreen
between the parties and the Court's approval. Telnpnary agreement would result in a substargrmbunt of the settlement proceeds t
paid from the Company's existing related unclairpezperty liabilities. If a settlement agreemenhdg completed or approved, the Comg
and Western Union Financial Services, Inc. intendigorously defend themselves against both lawsuit
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On February 11, 2010, the Company signed an agrgeamel settlement, which resolved all outstandeggl issues and claims with
State of Arizona and required the Company to fundudti-state not-foprofit organization promoting safety and securityng the Unite
States and Mexico border, in which California, T&xad New Mexico are participating with Arizona.eThccrual included amounts
reimbursement to the State of Arizona for its castsociated with this matter. In addition, as p&athe agreement and settlement, the Com
has made and expects to make certain investmeitssdiompliance programs along the United Stateshaexico border and a monitor has b
engaged for those programs. The costs of the imasds in the Company's programs and for the moai®expected to be $23.0 millionel
the period from signing to 2013, pursuant to threngeof the agreement and settlement; however, lactists incurred for these programs
likely exceed this amount.

In the normal course of business, the Company ligestito claims and litigation. Management of then@any believes such matt
involving a reasonably possible chance of loss mall, individually or in the aggregate, result inmaterial adverse effect on the Compe
financial condition, results of operations and cfgivs. The Company accrues for loss contingenasethey become probable and estimable.

On January 26, 2006, the First Data CorporatioirgtPata”)Board of Directors announced its intention to perthe distribution of all «
its money transfer and consumer payments busimassts interest in a Western Union money transfpeng, as well as its related ass
including real estate, through a tax-free distiiutto First Data shareholders (the “Spin-off”).erBpineff resulted in the formation of t
Company and these assets and businesses no lagiggrpgart of First Data. Pursuant to the separadioth distribution agreement with F
Data in connection with the Spoff, First Data and the Company are each liable dod agreed to perform, all liabilities with respto thei
respective businesses. In addition, the separatighdistribution agreement also provides for cindsmnities principally designed to pl
financial responsibility for the obligations andbilities of the Company's business with the Compand financial responsibility for t
obligations and liabilities of First Data's retadneusinesses with First Data. The Company alsaemhiato a tax allocation agreement that
forth the rights and obligations of First Data ahd Company with respect to taxes imposed on thspective businesses both prior to and
the Spin-off as well as potential tax obligationshich the Company may be liable in conjunctidthwhe Spin-off (see Note 12).

7. Related Party Transactions

The Company has ownership interests in certaitsadents accounted for under the equity meth@tadunting. The Company pays tt
agents, as it does its other agents, commissianadoey transfer and other services provided orCibpanys behalf. Commission expel
recognized for these agents for the three monttiededune 30, 2012 and 2011 totaled $16.7 milli@h$85.0 million , respectively, argB2.¢
million and $79.0 million for the six months endéahe 30, 2012 and 201Tespectively. Commission expense recognized ii@MnEprior tc
October 31, 2011 and Costa prior to April 20, 2ah#&, date of the acquisitions (see Note 3), wasidened a related party transaction.

The Company has a director who is also a direaioraf company that previously held significant inmesnts in two of the Compan
existing agents. As of June 30, 2Q1this company holds a significant investment ie agent. These agents had been agents of the Cyg
prior to the director being appointed to the bodite Company recognized commission expense of i§lidn and $15.0 milliorfor the thre
months ended June 30, 2012 and 2011 , respectaety $18.8 million and $28.4 million for the six mibs ended June 30, 2012 and 2011
respectively, related to these agents during thieg¢he agents were affiliated with the Compaljtsctor.
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8. Settlement Assets and Obligations

Settlement assets represent funds received or tredmved from agents for unsettled money transfersney orders and consur
payments. The Company records corresponding sefiepbligations relating to amounts payable undeney transfers, money orders
consumer payment service arrangements. Settlerssatsaand obligations also include amounts reckiviatim and payable to businesses
the value of customer cross-currency payment tdiose related to the Business Solutions segment.

Settlement assets and obligations consisted dbtleaving (in millions):

June 30, December 31,
2012 2011
Settlement assets:
Cash and cash equivalents $ 170.¢ $ 712.t
Receivables from selling agents and Business Saolsittustomers 1,068.: 1,046."
Investment securities 1,864.! 1,332.(
$ 3,103.0 $ 3,091.:
Settlement obligations:
Money transfer, money order and payment servicalpag $ 2,245¢ $ 2,242
Payables to agents 857. 848.¢
$ 3,103.0 % 3,091.:

Investment securities consist primarily of highfited state and municipal debt securities, inclgidiariable rate demand notes. Vari
rate demand note securities can be put (sold atyjzically on a daily basis with settlement pesadnging from the same day to one weel
have varying maturities through 2051 . Generalgse securities are used by the Company for seortdiquidity needs and are held for sl
periods of time, typically less than 30 days . T@mpany is required to hold specific highted, investment grade securities and
investments are restricted to satisfy outstandettiesnent obligations in accordance with applicatége and foreign country requirements.
substantial majority of the Company's investmeiusées are classified as available-kale and recorded at fair value. Investment sees
are exposed to market risk due to changes in siteades and credit risk. Western Union regularbnitors credit risk and attempts to mitic
its exposure by investing in highly-rated secusitéad through investment diversification. As of @0, 2012 the majority of the Compan'
investment securities had credit ratings of “AAf’l®tter from a major credit rating agency.

Unrealized gains and losses on availablestale securities are excluded from earnings ancepted as a component of accumulated
comprehensive income or loss, net of related dedetaxes. Gains and losses on investments arelateldwsing the specificlentificatior
method and are recognized during the period in lwttie investment is sold or when an investment iéepees an other-thaemporary declin
in value. Proceeds from the sale and maturity @filakle-for-sale securities during the six monthsgesl June 30, 2012 and 2011 w&re:
billion and $6.9 billion , respectively.
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The components of investment securities are agvislin millions):

Net
Gross Gross Unrealized
Amortized Fair Unrealized Unrealized Gains/
June 30, 2012 Cost Value Gains Losses (Losses)
State and municipal debt securities (a) $ 820.1 $ 832.: % 125 $ 0.3 $ 12.2
State and municipal variable rate demand notes 975.2 975.2 — —
Corporate debt and other 56.t 57.C 0.5 — 0.5
$ 1,851.¢ $ 1864t $ 13.C $ 03 $ 12.7
Net
Gross Gross Unrealized
Amortized Fair Unrealized Unrealized Gains/
December 31, 2011 Cost Value Gains Losses (Losses)
State and municipal debt securities (a) $ 858.f $ 866.F $ 104 $ (24 $ 8.C
State and municipal variable rate demand notes 376.¢ 376.¢ — — —
Corporate debt and other 88.7 88.¢€ 0.6 (0.7) (0.2
$ 1,324.. $ 1,332.( $ 11.C $ 3.1 $ 7.9
(@) The majority of these securities are fixatk instrument
The following summarizes the contractual maturibégvestment securities as of June 30, 2012 (itoms):
Fair
Value
Due within 1 year $ 170.%
Due after 1 year through 5 years 688.7
Due after 5 years through 10 years 153.k
Due after 10 years 851.¢
$ 1,864.!

Actual maturities may differ from contractual maties because issuers may have the right to cadtepay the obligations or the Compi
may have the right to put the obligation priort®dontractual maturity, as with variable rate dedhaotes. Variable rate demand notes, having
a fair value of $21.6 million , $48.2 million , $&million and $840.5 million , are included in tH2ue within 1 year,” “Due after 1 year
through 5 years,” “Due after 5 years through 10rgeand “Due after 10 years” categories, respebtjva the table above.
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9. Employee Benefit Plan

The Company has a frozen defined benefit pensian fthe “Plan”) for which it had a recorded unfuddeension obligation 0$93.¢
million and $112.7 million as of June 30, 2012 dbdcember 31, 2011 , respectively, included in “Othabilities” in the Condenst
Consolidated Balance Sheets. The Company is refjtoréund $20 million to the Plan in 2012. Througime 2012 the Company has me
contributions of approximately $16 million to th&mR, including a discretionary contribution of apgmately $5 million .

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

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Interest cost $ 3€ $ 45 % 73 % 9.C
Expected return on plan assets (5.2 (5.9 (10.9 (20.7)
Amortization of actuarial loss 2.7 2.1 5.3 4.1
Net periodic benefit cost $ 11§ 12§ 22§ 24

10. Derivatives

The Company is exposed to foreign currency exchasgeesulting from fluctuations in exchange raggsmarily the euro, and to a les
degree the Canadian dollar, British pound, Austratiollar, and other currencies, related to forechmoney transfer revenues and on m
transfer settlement assets and obligations. Thep@agnis also exposed to risk from derivative castgavritten to its customers arising frorr
cross-currency businessdboisiness payments operations. Additionally, the @amy is exposed to interest rate risk related tmghs in mark
rates both prior to and subsequent to the issuahdebt. The Company uses derivatives to (a) mixéniis exposures related to change
foreign currency exchange rates and interest ranek (b) facilitate cross-currency businesdbtisiness payments by writing derivative:
customers.

The Company executes derivatives with establishegh€ial institutions, with the substantial majpritf these financial institutions havi
credit ratings of “A-"or better from a major credit rating agency. Thenpany also writes Business Solutions derivativestimavith small an
medium size enterprises. The primary credit ridkenent in derivative agreements represents thelplitgsthat a loss may occur from t
nonperformance of a counterparty to the agreemé&hts.Company performs a review of the credit rifkhese counterparties at the incep
of the contract and on an ongoing basis. The Cognpiso monitors the concentration of its contragith any individual counterparty. T
Company anticipates that the counterparties willabée to fully satisfy their obligations under thgreements, but takes action (incluc
termination of contracts) when doubt arises abbetdounterparties' ability to perform. The Compatgdged foreign currency exposures
in liquid currencies; consequently, there is mirlimsk that appropriate derivatives to maintain trezlging program would not be availabl
the future.
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Foreign Currency— Consumer-to-Consumer

The Company’s policy is to use longer-term foregnrency forward contracts, with maturities of @36 months at inception anc
targeted weightedverage maturity of approximately one year, to gat some of the risk that changes in foreign oagreexchange rat
compared to the United States dollar could havéooecasted revenues denominated in other curreneiated to its business. As a&fine 3(
2012 , the Company’s longer-term foreign currenogwiaird contracts had maturities of a maximum of nths with a weightedverag
maturity of approximately one year. These contracesaccounted for as cash flow hedges of foredasteenue, with effectiveness asse
based on changes in the spot rate of the affecteencies during the period of designation. Acaagtli, all changes in the fair value of
hedges not considered effective or portions ofithdge that are excluded from the measure of effutiss are recognized immediatel
“Derivative gains/(losses), net” within the Compan@ondensed Consolidated Statements of Income.

The Company also uses short duration foreign coyréorward contracts, generally with maturitiesnfra few days up to one month
offset foreign exchange rate fluctuations on settiet assets and obligations between initiation setdement. In addition, forward contra
typically with maturities of less than one yeae atilized to offset foreign exchange rate flucimas on certain foreign currency denomini
cash positions. None of these contracts are ddsig@es accounting hedges.

The aggregate equivalent United States dollar natiamounts of foreign currency forward contragdfJune 30, 201&ere as follow
(in millions):

Contracts not designated as hedges:

Euro $ 177.1
Australian dollar 35.¢
British pound 34.¢
Canadian dollar 34.t
Other 133.1
Contracts designated as hedges:
Euro $ 506.2
Canadian dollar 119t
British pound 101.¢
Australian dollar 48.€
Other 81.t

Foreign Currency— Business Solutions

The Company writes derivatives, primarily foreigmrrency forward contracts and option contracts, tmogith small and medium si.
enterprises and derives a currency spread fronattigity as part of its Business Solutions operai The Company aggregates its business-tc
business payments foreign currency exposures grisbm customer contracts, including the derivatbemtracts described above, and he
the resulting net currency risks by entering infésetting contracts with established financial ingion counterparties (economic he
contracts). The derivatives written are part of tihheader portfolio of foreign currency positionssarg from its cross-currency business-to-
business payments operations, which primarily idelspot exchanges of currency in addition to fodsaand options. Foreign excha
revenues from the total portfolio of positions wei@2.5 million and $29.2 million for the three mbsitended June 30, 2012 and 2Q11
respectively, and $162.6 million and $56.9 milliftor the six months ended June 30, 2012 and 20Ekpectively. None of the derivat
contracts used in Business Solutions operationsl@signated as accounting hedges. The duratidmesétderivative contracts is generally
months or less.
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The aggregate equivalent United States dollar natiamounts of foreign currency derivative custormntracts held by the Company
its Business Solutions operations as of June 3 @&re approximately $3.7 billiariThe significant majority of customer contracts aritter
in major currencies such as the Canadian dollain, @wustralian dollar, and British pound.

Interest Rate Hedgin— Corporate

The Company utilizes interest rate swaps to effetichange the interest rate payments on a podiigis notes from fixedate paymen
to short-term LIBORbased variable rate payments in order to managevésall exposure to interest rates. The Comparsigdates the:
derivatives as fair value hedges utilizing the sloot method, which permits an assumption of no @etifeness if certain criteria are met.
change in fair value of the interest rate swapsefiset by a change in the carrying value of thetdsding hedged within the Compar
“Borrowings” in the Condensed Consolidated BalaSbeets and “Interest expense’the Condensed Consolidated Statements of Induar
been adjusted to include the effects of interestusd on the swaps.

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

The Company held interest rate swaps in an aggregstonal amount of $500.0 million , related tdesodue in 2014, as of ballane 3(
2012 and December 31, 2011 .

Balance Sheet

The following table summarizes the fair value oficktives reported in the Condensed Consolidatddri®g® Sheets as of June 30, 2012
and December 31, 2011 (in millions):

Derivative Assets Derivative Liabilities
Fair Value Fair Value
Balance Sheet June 30, December 31, Balance Sheet June 30, December 31,
Location 2012 2011 Location 2012 2011
Derivatives — hedges:
Interest rate fair value hedges —
Corporate Other assets  $ 122 % 4.4 Other liabilites ~ $ — 3 —
Foreign currency cash flow hedges
Consumer-to-Consumer Other assets 37.1 37.C Other liabilities 3.C 6.6
Total $ 494 3 414 $ 3C % 6.6
Derivatives — undesignated:
Foreign currency — Business
Solutions Other assets  $ 118¢ % 79.€ Other liabilities $ 856 $ 67.€
Foreign currency —Consumer-to-
Consumer Other assets 0.5 3.€ Other liabilities 8.5 12.4
Total $ 119 $ 83. $ 941 % 80.C
Total derivatives $ 168.6 $ 124.¢ $ 971 $ 86.€
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I ncome Statement

The following tables summarize the location and amaf gains and losses of derivatives in the Cosdd Consolidated Statement
Income segregated by designated, qualifying hedmisigjuments and those that are not, for the tareksix months ended June 30, 2@h2
2011 (in millions):

Fair Value Hedges

The following table presents the location and ant@figains/(losses) from fair value hedges forttiree months ended June 30, 2@h2
2011 (in millions):

Gain/(Loss) Recognized in Income on Gain/(Loss) Recognized in Income on
Derivatives Related Hedged Item (a)
Income Amount Income Amount
Statement June 30, June 30, Statement June 30, June 30,
Derivatives Location 2012 2011 Hedged ltems Location 2012 2011
Interest rate contract: |nterest expense  $ 07 $ 8.4 Fixedrate deb Interest expense $ 1.3 $ 1.6
Total gain/(loss) $ 07 $ 8.4 $ 1.3 % (1.€)

The following table presents the location and antafirgains/(losses) from fair value hedges for shemonths ended June 30, 20drx
2011 (in millions):

Gain/(Loss) Recognized in Income on Gain/(Loss) Recognized in Income on
Derivatives Related Hedged Item (a)
Income Amount Income Amount
Statement June 30, June 30, Statement June 30, June 30,
Derivatives Location 2012 2011 Hedged ltems Location 2012 2011
Interest rate contract: |nterest expense $ 24 % 8.2 Fixedrate deb Interest expense $ 15 % 5.7
Total gain/(loss) $ 24 % 8.2 $ 15 % 5.7

Cash Flow Hedges

The following table presents the location and an@dfigains/(losses) from cash flow hedges for tire¢ months ended June 30, 2@h2
2011 (in millions):

Gain/(Loss) Recognized in OC Gain/(Loss) Reclassified from Gain/(Loss) Recognized in Income on
on Derivatives (Effective Accumulated OCI into Income Derivatives (Ineffective Portion and Amount
Portion) (Effective Portion) Excluded from Effectiveness Testing) (b)
Amount Income Amount Amount
June 30, June 30, Statement June 30, June 30, Income June 30, June 30,
Derivatives 2012 2011 Location 2012 2011 Statement Location 2012 2011
Foreign currency Derivative
contracts $ 32L& % (19.6) Revenue $ 33 $ (14.€) gains/(losses), net $ 18 $ 1.9
Interest rate
contracts (c) — (2.4) Interest expense 0.9 (0.4) Interest expense — —
Total gain/(loss) $ 32L& % (22.0) $ 24 % (15.0) $ 18 $ 1.9
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The following table presents the location and amaidrgains/(losses) from cash flow hedges for ttiaronths ended June 30, 2048c

2011 (in millions):

Gain/(Loss) Recognized Gain/(Loss) Reclassified from Gain/(Loss) Recognized in Income on
in OCI on Derivatives Accumulated OCI into Income Derivatives (Ineffective Portion and Amount
(Effective Portion) (Effective Portion) Excluded from Effectiveness Testing) (b)
Amount Income Amount Amount
June 30, June 30, Statement June 30, June 30, Income June 30, June 30,
Derivatives 2012 2011 Location 2012 2011 Statement Location 2012 2011
Foreign currency Derivative
contracts $ 95 $ (55.2) Revenue $ 58 $ (20.4) gains/(losses), net $ 0.9 $ 0.5
Interest rate
contracts (c) — (2.4) Interest expense (1.9 (0.8) Interest expense — —
Total gain/(loss) $ 95 $ (57.€) $ 40 $ (21.2) $ 0.9 $ 0.5

Undesignated Hedges

The following table presents the location and am@imet losses from undesignated hedges for tre=thnd six months endddne 3(

2012 and 2011 (in millions):

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

Income Statement Location Amount

Three Months Ended Six Months Ended
June 30, June 30,

Derivatives 2012 2011 2012 2011
Foreign currency contracts (e) Selling, general and administrative $ 14t $ (106 $ (0.3 $ (339
Foreign currency contracts (f) Derivative gairsgées), net 1.1 (1.7 1.3 (3.1
Total gain/(loss) $ 15€¢ $ (11.9) $ 1.C $ (369

(@)

(b)

(€)

(d)

(€)

(f)

The gain/(loss) of $1.3 million and $(1.6) linih in the three months ended June 30, 2012 add 2fespectively, was comprised ¢
loss in value on the debt of $0.7 million and $Bdlion , respectively, and amortization of hedge@unting adjustments &?2.(
million and $6.8 million , respectively. The gaif $1.5 million and $5.7 milliorin the six months ended June 30, 2012 and :
respectively, was comprised of a loss in valuetendebt of $2.4 million and $8.2 millionrespectively, and amortization of he
accounting adjustments of $3.9 million and $13.8iom , respectively.

The portion of the change in fair value of a detiv@ excluded from the effectiveness assessmenfdiaign currency forwal
contracts designated as cash flow hedges reprebentiference between changes in forward ratedsspot rates.

The Company uses derivatives to hedge theésted issuance of fixed-rate debt and recordeftieetive portion of the derivative’
fair value in “Accumulated other comprehensive ldasthe Condensed Consolidated Balance Sheets. Hnesents are reclassifiec
“Interest expense” in the Condensed ConsolidatateBtents of Income over the life of the relatedesot

The Company uses foreign currency forward aptlon contracts as part of its businesbtiziness payments operations. Tl
derivative contracts are excluded from this talsl¢h@y are managed as part of a broader currentiplpmthat includes normerivative
currency exposures. The gains and losses on tleesatives are included as part of the broaderaksce of portfolio revenue for tt
business discussed above.

The Company uses foreign currency forward contriactsffset foreign exchange rate fluctuations otlesment assets and obligatis
as well as certain foreign currency denominatedtipos. Foreign exchange loss on settlement assetobligations and cash balar
for the three and six months ended June 30, 2012 $1&.9 million and $1.8 million respectively. Foreign exchange gair
settlement assets and obligations and cash baldocékse three and six months ended June 30, 2044 $6.4 million ands25.¢
million , respectively.

The derivative contracts used in the Compamgvenue hedging program are not designated agefdd the final month of tl
contract.
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An accumulated other comprehensive pre-tax gai$2#.8 millionrelated to the foreign currency forward contrastekpected to |
reclassified into revenue within the next 12 menés of June 30, 2012 . Approximately $3.6 millannet losses on the forecasted 1
issuance hedges are expected to be recognizedtarést expense" in the Condensed Consolidatedr¢ats of Income within the nexg
months as of June 30, 2012 . Almounts have been reclassified into earnings aswt of the underlying transaction being considgrebabl
of not occurring within the specified time period.

11. Borrowings

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

June 30, 2012 December 31, 2011
Due in less than one year:
Commercial paper $ 390.C $ 297.C
Floating rate notes (effective rate of 1.0%) du&30 300.( 300.(
Due in greater than one year (a):
6.500% notes (effective rate of 5.6%) due 2014 500.( 500.(
5.930% notes due 2016 (b) 1,000.( 1,000.(
3.650% notes (effective rate of 4.4%) due 2018 400.( 400.(
5.253% notes due 2020 (b) 324.¢ 324.¢
6.200% notes due 2036 (b) 500.( 500.(
6.200% notes due 2040 (b) 250.( 250.C
Other borrowings 5.8 8.8
Total borrowings at par value 3,670. 3,580.7
Fair value hedge accounting adjustments, net (a) 22.2 23.€
Unamortized discount, net (20.0 (21.9
Total borrowings at carrying value (c) $ 3,673.. $ 3,583.:
(@) The Company utilizes interest rate swaps desigregddir value hedges to effectively change ther@st rate payments on a portio

its notes from fixed-rate payments to short-terlBQR-based variable rate payments in order to manageésall exposure to inter:
rates. The changes in fair value of these inteegstswaps result in an offsetting hedge accouraijgstment recorded to the carry
value of the related note. These hedge accountpgstments will be reclassified as reductions tinoreases in “Interest expensa”
the Condensed Consolidated Statements of Incometbedife of the related notes, and cause thectife rate of interest to diff
from the notes’ stated rate.

(b) The difference between the stated interest ratatandffective interest rate is not significi
(c) As of June 30, 2012 , the Company's weightedtzaye effective rate on total borrowings was apipnately 4.7%.

The Company's maturities of borrowings at par vaseof June 30, 2012 are $390.0 million in 2013000 million in 2013 $500.(
million in 2014, $1.0 billion in 2016 and approxitely $1.5 billion thereafter.

The Company's obligations with respect to its @nding borrowings, as described above, rank equally
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Commercial Paper Program

Pursuant to the Company's commercial paper progtaanCompany may issue unsecured commercial pagies fin an amount not
exceed $1.5 billiomutstanding at any time, reduced to the extentoofdwings outstanding on the Company's Revolvingd@rFacility. Thi
Commercial Paper Notes may have maturities of up9o days from date of issuance. The Company's comalgueper borrowings as
June 30, 2012 had a weighted-average annual ibtatesof approximately 0.4% and a weighted-avetaga of 5days. During the three a
six months ended June 30, 2012 , the average cati@hpaper balance outstanding was $306.9 millioth $224.3 million, respectively. F«
both the three and six months ended June 30, 2812 maximum balance outstanding was $422.8 milli®toceeds from the Compar
commercial paper borrowings were used for genengdarate purposes.

12. Income Taxes

The Company's effective tax rates on pre-tax incdarethe three months ended June 30, 2012 and 2@%%& 12.5% and 21.1%
respectively, and 13.6% and 22.2% for therabnths ended June 30, 2012 and 2011, respectilledy significant decrease in the Compa
effective tax rate for the three and six monthseehdune 30, 2018 primarily due to an agreement with the Unitedt& Internal Reven
Service (“IRS Agreementesolving substantially all of the issues relatethe Company's restructuring of its internatiomagrations in 200
as described below, and the resolution of othegifor and United States tax matters. Higher taxe®0ihl were also a result of the Cq
remeasurement gain which was recognized in cororeutith the acquisition (see Note 3). The Compamytiaues to benefit from a significi
proportion of its profits being foreigderived, and therefore taxed at lower rates thaurtdoimbined federal and state tax rates in the d
States. For the three and six months ended Jun203@, , 83% and 84% , respectively, of the Compgapyetax income was from forei
sources. However, certain portions of the Compdioyign source income are subject to United Stigderal and state income tax as ea
due to the nature of the income, and dividend regiains of the Company's foreign source incomegamerally subject to United States fed
and state income tax.

Uncertain Tax Positions

The Company has established contingency reservea f@riety of material, known tax exposures. Tr@m@any's tax reserves refl
management's judgment as to the resolution ofstheek involved if subject to judicial review or etlsettlement. While the Company belie
its reserves are adequate to cover reasonably exbex risks, there can be no assurance thalj, imstances, an issue raised by a tax auth
will be resolved at a financial cost that does exateed its related reserve. With respect to theserves, the Company's income tax exf
would include (i) any changes in tax reserves rgisirom material changes during the period in thet§ and circumstances (i.e., 1
information) surrounding a tax issue and (i) afffedence from the Company's tax position as reedrih the financial statements and the
resolution of a tax issue during the period. Suebolution could materially increase or decreasenme tax expense in the Compa
consolidated financial statements in future periaod could impact operating cash flows.

Unrecognized tax benefits represent the aggregeteeffect of differences between tax return posftiand the amounts otherw
recognized in the Company's consolidated finansfatements, and are reflected in “Income taxeslpayén the Condensed Consolida
Balance Sheets. The total amount of unrecognizedémefits as of June 30, 2012 and December 311 2@k $103.3 million an123."
million , respectively, excluding interest and penaltigse Total amount of unrecognized tax benefits thHatecognized, would affect tl
effective tax rate was $97.0 million and $115.6lionl as of June 30, 2012 and December 31, 20ddspectively, excluding interest ¢
penalties.

The Company recognizes interest and penalties w#pect to unrecognized tax benefits in “Providmmincome taxesin its Condense
Consolidated Statements of Income, and recordsagiseciated liability in “Income taxes payable”its Condensed Consolidated Bale
Sheets. The Company recognized $0.4 million anél B0llion in interest and penalties during the threonths ended June 30, 2012 and 2011
respectively, and $(1.1) million and $3.6 millidaring the six months ended June 30, 2012 and 2@%pectively. The Company has acci
$19.8 million and $20.7 million for the paymentioferest and penalties as of June 30, 2012 andrileme31, 2011 , respectively.
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The unrecognized tax benefits accrual as of Jun@@Rconsists of federal, state and foreign tax matteis.reasonably possible that
Company's total unrecognized tax benefits will dase by approximately $26 million during the neXtmlonths in connection with varic
matters which may be resolved.

The Company and its subsidiaries file tax retuorstiie United States, for multiple states and litieal and for various nobiited State
jurisdictions, and the Company has identified thatéd States as its major tax jurisdiction, as itteome tax imposed by any one fore
country is not material to the Company. The Unistdtes federal income tax returns of First Dataclwinclude the Company, are eligible
be examined for 2005 and 2006. The Company's USitates federal income tax returns since the 8ffiare also eligible to be examined.
United States Internal Revenue Service (“IR&npleted its examination of the United States f@ldeonsolidated income tax returns of F
Data for 2003 and 2004, which included the Company, issued a Notice of Deficiency in December 200®ecember 2011, the Compi
reached an agreement with the IRS resolving sutisligrall of the issues related to the Compangstnucturing of its international operati
in 2003. As a result of the IRS Agreement, the Camypexpects to make cash payments of approxim#&&80 million , of whick
approximately $100 million were made in the six itmsnended June 30, 2012An examination of the United States federal ctidatec
income tax returns of First Data that cover the @any's 2005 and pre-Spaff 2006 taxable periods is ongoing, as is an eration of th
Company's United States federal consolidated incameeturns for the 2006 post-Spin-off period tigh 2009.

As of June 30, 2012 , mrovision had been made for United States fedexdlstate income taxes on certain of the Compamyside ta
basis differences, which primarily relate to acclated foreign earnings of approximately $4.0 billiowhich are expected to be reinve:
outside the United States indefinitely. Upon disition of those earnings to the United Statesénftinm of actual or constructive dividends,
Company would be subject to United States incomestgsubject to an adjustment for foreign tax dsydistate income taxes and poss
withholding taxes payable to various foreign comastr Such taxes could be significant. Determinatibthis amount of unrecognized defel
United States tax liability is not practicable besa of the complexities associated with its hyptthecalculation.

Tax Allocation Agreement with First Data

The Company and First Data each are liable forsamgosed on their respective businesses both fwriand after the Spioff. If suct
taxes have not been appropriately apportioned leetviFrst Data and the Company, subsequent adjusgmeay occur that may impact
Company's financial condition or results of openasi.

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 anglavant tax opinion) (“Spinff Relatet
Taxes”), the Company will be liable to First Data &iny such Spinff Related Taxes attributable solely to actiorketaby or with respect
the Company. In addition, the Company will alsdlibble for half of any Spireff Related Taxes (i) that would not have been isggbbut fo
the existence of both an action by the Companyamdction by First Data or (ii) where the Company &irst Data each take actions t
standing alone, would have resulted in the impasitf such Spireff Related Taxes. The Company may be similarlyléf it breaches certe
representations or covenants set forth in the lagaion agreement. If the Company is requirethttemnify First Data for taxes incurred ¢
result of the Spireff being taxable to First Data, it likely wouldvea material adverse effect on the Company's basijrfinancial conditic
and results of operations. First Data generally lvélliable for all Spin-off Related Taxes, othleat those described above.
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13. Stock Compensation Plans

For the three and six months ended June 30, 26He Company recognized stock-based compensatioenegpof $9.2 million an$19.%
million , respectively, resulting from stock optmmrestricted stock units, performantased restricted stock units and bonus stock imitse
Condensed Consolidated Statements of Income. Fothitee and six months ended June 30, 2011 , tiep&uy recognized stodsase:
compensation expense of $7.8 million and $15.3anil] respectively. During the first half of 201the Company granted 2.7 milliaptions &
a weighted-average exercise price of $17.85 , il@omrestricted stock units at a weighted-averagent date fair value of $16.76 afd
million performance-based restricted stock unita ateighted-average grant date fair value of $16.78e performancbased restricted sta
units granted in 2012re restricted stock units, primarily granted te tbompany's executives, which require certain firrand strateg
performance objectives to be met over the nextytears plus an additional one year vesting periathidvement is also limited if certain tc
shareholder return metrics are not met over theetliear vesting period.

As of June 30, 2012 , the Company had 28.7 milbatstanding options at a weighted-average exemmise of $18.41 , and hazB.z
million options exercisable at a weighted-averaggrase price of $18.63 . Approximately 26% of thestanding options as dfine 30, 201
were held by employees of First Data. The Compatd/$4 million non-vested restricted stock unita ateightedaverage grant date fair va
of $17.38 as of June 30, 2012 .

The Company used the following assumptions forBlaek-Scholes option pricing model to determine the valfié&/estern Union optiol
granted in the six months ended June 30, 2012 :

Stock options granted:

Weighted-average risk-free interest rate 1.2%
Weighted-average dividend yield 1.8%
Volatility 33.2%
Expected term (in years) 6.0¢
Weighted-average grant date fair value $ 4.92

All assumptions used to calculate the fair valu&\efstern Union’s stock options granted during tixensonths ended June 30, 2042re
determined on a consistent basis with those assomsptisclosed in the Company’s Annual Report omnFd0K for the year ende
December 31, 2011 .
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14. Segments

As previously described in Note 1, the Company difees its businesses into three segments: Constor@onsumer, Consumer-to-
Business and Business Solutions. Operating segraemdefined as components of an enterprise tlgatgenin 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@&Gonsumer operating segment facilitates money teasdfetween two consumers. The Company's monegféraservic
is viewed by the Company as one interconnectedaglobtwork where a money transfer can be sent fsamlocation to another, around
world, including related transactions that can miiated through the Company's websites and accbaséd money transfers. The segt
includes six regions whose functions are limitegéoerating, managing and maintaining agent relakips and localized marketing activit
These regions interact on transactions with conssirmad share common processes, systems and licgéhsesby constituting one glol
Consumer-to-Consumer money transfer business amomerating segment.

The Consumer-t®usiness operating segment facilitates bill paysdérdm consumers to businesses and other orgamigatincludin
utilities, auto finance companies, mortgage sersicdinancial service providers, government agenaied other businesses.

The Business Solutions operating segment facititdiasiness-to-business payment solutions, primanmitss-border, crossarrenc
transactions, mainly for small and medium size remiges and other organizations.

All businesses that have not been classified irath@ve segments are reported as “Otlaed include the Company's money order, pre
services, mobile money transfer, and other bus@seasd services.

There were no restructuring and related expensesrid during the three and six months ended JOn2@L2, but the Company incurr
expenses of $8.9 million and $32.9 million for theee and six months ended June 30, 20&%$pectively. These expenses were not alloca
the Company's segments. While these items werdifiddite to the Company's segments, they weremdtided in the measurement of segr
operating profit provided to the CODM for purposgsssessing segment performance and decision malkih respect to resource allocati
For additional information on restructuring ancatetl activities, refer to Note 4.
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In the first quarter of 2012the Company began assessing performance andtatipeesources based on the segment structureilube
above. Segment results for the three and six mostded June 30, 20Tave been reclassified to reflect this structutee Tollowing tabls
presents the Company's reportable segment resultisef three and six months ended June 30, 2012@tH (in millions):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Revenues:
Consumer-to-Consumer:
Transaction fees $ 893¢€¢ $ 898.C $ 1,765t $ 1,737.¢
Foreign exchange revenues 248.¢ 245.¢ 488.: 472.¢
Other revenues 12.5 11.7 25.7 22.¢€
1,155.( 1,155.: 2,279.¢ 2,233..
Consumer-to-Business:
Transaction fees 142.1 144.] 289.¢ 288.¢
Foreign exchange revenues 0.¢ 2.3 1.7 3.2
Other revenues 6.4 7.1 13.C 14.7
149.¢ 153.k 304.t 306.7
Business Solutions:
Transaction fees 10.C 1.1 16.5 2.C
Foreign exchange revenues 82.t 30.1 162.¢ 56.¢
Other revenues — 0.2 0.2 0.4
92.5 31.¢ 179.¢ 59.2
Other:
Total revenues 28.2 26.Z 55.C 50.1
28.2 26.2 55.C 50.1
Total consolidated revenues $ 1425 $ 1,366.. $ 2,818! $ 2,649.
Operating income/(loss):
Consumer-to-Consumer $ 328¢ $ 329¢ $ 6402 $ 638«
Consumer-to-Business 33.5 37.7 74.€ 72.:
Business Solutions (14.5) (1.9 (29.9) (6.2)
Other (2.0 (6.2) (7.2 (8.2)
Total segment operating income 345.¢ 359.¢ 678.4 696.t
Restructuring and related expenses (Note 4) — (8.9 — (32.9)
Total consolidated operating income $ 345¢ $ 3507 $ 678.¢ $ 663.¢
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THE WESTERN UNION COMPANY

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

Iltem 2.

This report on Form 10-Q contains certain stateraehiat are forwardeoking within the meaning of the Private Secusitlgtigatior
Reform Act 01995. These statements are not guarantees of fprfermance and involve certaiisks, uncertainties and assumptions that
difficult to predict. Actual outcomes and resultayndiffer materially from those expressed in, oplied by, our forwardeoking statement
Words such as “expects,” “intends,” “anticipates,believes,” “estimates,” “guides,” “provides guidane,” “provides outlook” and othe
similar expressions or future or conditional vesagch as “will,” “should,” “would” and “could” are i ntended to identify such forwatdekinc
statements. Readers of the Form 10-Q of The Webleion Company (the “Company,” “Western Union,” “we“our” or “us”) should nc
rely solely on the forward-looking statements ahdwd consider all uncertainties and risks discus#e the “Risk Factors” sectioranc
throughout the Annual Report on Form 10-K for tlearyendedDecember 31, 2011. The statements are only asaddte they are made, ¢
the Company undertakes no obligation to updatefarward-looking statement.

Possible events or factors that could cause resoitperformance to differ materially from those eegsed in our forwardeoking
statements include the following: (i) events redate our business and industry, such as: deteriorain consumers' and clients' confidenc
our business, or in money transfer and paymenticeiproviders generally; changes in general ecomauinditions and economic conditic
in the regions and industries in which we operateluding global economic downturns and financiariet disruptions; political conditior
and related actions in the United States and abraith may adversely affect our business and ecanoomditions as a whole; interruptio
of United States government relations with coustiiewhich we have or are implementing materialragmntracts; changes in, and failure
manage effectively exposure to, foreign exchantgsrancluding the impact of the regulation of fgreexchange spreads on money tran:
and payment transactions; changes in immigratiomsiginterruptions in immigration patterns and ottiactors related to migrants; our abil
to adapt technology in response to changing inquatrd consumer needs or trends; our failure to tgvand introduce new services :
enhancements, and gain market acceptance of stcice® mergers, acquisitions and integration ofjaiced businesses and technologies
our Company, and the realization of anticipatedafinial benefits from these acquisitions; decisibmsiownsize, sell or close units, ol
transition operating activities from one locatioma@nother or to third parties, particularly trangns from the United States to other counti
decisions to change our business mix; failure tonagee credit and fraud risks presented by our agedients and consumers or non-
performance by our banks, lenders, other finans@lices providers or insurers; adverse movememtsvalatility in capital markets and ott
events which affect our liquidity, the liquidity ofir agents or clients, or the value of, or ourl@pito recover our investments or amot
payable to us; any material breach of security afeguards of or interruptions in any of our systems ability to attract and retain qualifie
key employees and to manage our workforce sucdgssfur ability to maintain our agent network armisiness relationships under tel
consistent with or more advantageous to us thasedtaurrently in place; adverse rating actions bgdit rating agencies; failure to comp
effectively in the money transfer industry withpesst to global and niche or corridor money trangfeoviders, banks and other money tran
services providers, including telecommunicationsvjters, card associations, calthsed payment providers and electronic and Int
providers; our ability to protect our brands androather intellectual property rights; our failureotmanage the potential both for pai
protection and patent liability in the context ofapidly developing legal framework for intellectymoperty protection; changes in tax la
and unfavorable resolution of tax contingenciesssation of various services provided to us by tpadty vendors; material changes in
market value or liquidity of securities that we diotestrictions imposed by our debt obligationgrsficantly slower growth or declines in 1
money transfer market and other markets in whichoperate; and changes in industry standards affigctur business;(ii) events relatec
our regulatory and litigation environment, such #se failure by us, our agents or their subageatsdmply with laws and regulations desig
to detect and prevent money laundering, terroiigaricing, fraud and other illicit activity; changés United States or foreign laws, rules i
regulations including the Internal Revenue Codeyegomental or judicial interpretations thereof afmdustry practices and standar
liabilities resulting from a failure of our agents subagents to comply with laws and regulationsréased costs due to regulatory initiati
and changes in laws, regulations and industry gcast and standards affecting our agents; liabitend unanticipated developments resu
from governmental investigations and consent agesgenwith, or enforcement actions by, regulatansjuding those
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associated with compliance with, or a failure toygay with, the settlement agreement with the Stb#rizona; the impact on our busines:
the Dodd-Frank Wall Street Reform and Consumerd@tain Act (the "Dodd-Frank Act"), the rules progated therednder and the creatic
of the Consumer Financial Protection Bureau; ligés resulting from litigation, including classstion lawsuits and similar matters, includ
costs, expenses, settlements and judgments; faduwwemply with regulations regarding consumer pdy and data use and security; effec
unclaimed property laws; failure to maintain suiist amounts or types of regulatory capital to meet changing requirements of
regulators worldwide; and changes in accountingnsi@ds, rules and interpretations; and (iii) othevents, such as: adverse conseque
from our spil-off from First Data Corporation; catastrophic ewsnhand management's ability to identify and manthgse and other risks.

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

e Consumer-to-Consumer The Consumer-t@Gonsumer operating segment facilitates money teamsbetween two consume
primarily through a network of third-party agentur multi-currency, realime money transfer service is viewed by us as
interconnected global network where a money trarcde be sent from one location to another, ardbadvorld. Our money trans
services are available for international cross-bottansfers - that is, the transfer of funds frame country to anotherand, in certai
countries, intra-country transferghat is, money transfers from one location to a@oth the same country. This segment also inc
money transfer transactions that can be initidteduigh our websites and account based money transfe

« Consumer-to-Business The Consumer-tBusiness operating segment facilitates bill paymdrdm consumers to businesses
other organizations, including utilities, auto fit@ companies, mortgage servicers, financial serpioviders, government agent
and other businesses. This segment primarily ctnsisUnited States bill payments, Pago Facil (pdlyments in Argentina), a
international bill payments. The significant majgrof the segment's revenue was generated in theedJ&tates during all peric
presented.

* Business Solution - The Business Solutions operating segment fatait business-to-business payment solutions, phynmapss-
border, crosgurrency transactions, mainly for small and medisize enterprises and other organizations. The iajof the
segment's business relates to exchanges of curgnitye spot rate which enables customers to medgscurrency payments.
addition, in certain countries, we write foreignrremncy forward and option contracts for customerdatilitate future paymen
Travelex Global Business Payments (“TGBP”), whidmsvacquired in November 2011, is also includethi;mgegment.

All businesses that have not been classified inatheve segments are reported as “Otlaed include our money order, prepaid serv
mobile money transfer, and other businesses anitesy in addition to costs for the investigatiow a&losing of acquisitions.

Our previously reported segments were Consume&etasumer, Global Business Payments, and Other.chheges in our segmi
structure primarily relate to the separation of @lebal Business Payments segment into two newrtaple segments, ConsumerBaosines
and Business Solutions. All prior segment informathas been reclassified to reflect these new setgme

Significant Financial and Other Highlights

Significant financial and other highlights for tthgee and six months ended June 30, 2012 included:

*  We generated $1,425.1 million and $2,818.5iamllin total consolidated revenues, respectivegmpared to $1,366.3 millioanc
$2,649.3 million , respectively, for the comparapégiods in the prior year, representing an in@eHsA% and 6% respectively. Tt
acquisition of TGBP contributed approximately 4%cohsolidated revenue growth for both the three sirdnonths endedune 3(
2012 .

*  We generated $345.9 million and $678.4 millionconsolidated operating income, respectively, cmeg to $350.7 millioranc
$663.6 million , respectively, for the comparabkripds in the prior year, representing a decredst® and an increase of 2%
respectively. The current year results include $idillion and $20.9 million, respectively, of infegion expenses resulting from
acquisition of TGBP. The prior year results incli89 million and $32.9 million respectively, of restructuring and related exps
For additional information on TGBP integration amdtructuring and related expenses, refer to “Qperaxpenses overview.”

« Our operating income margin was 24% for both thedhand six month periods ended June 30, 2012, amdgo 26% and 25
respectively, for the comparable periods in themyear.
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« Our effective tax rate was 12.5% and 13.6% peesvely, compared to 21.1% and 22.2%spectively, for the comparable period
the prior year, primarily due to an agreement witle United States Internal Revenue Service (“IRSeAment”) resolving
substantially all of the issues related to ourrtestring of our international operations in 2088e continue to benefit from
significant proportion of our profits being foreigierived, and therefore taxed at lower rates thancombined federal and state
rates in the United States. For the three and simths ended June 30, 2012 , 83% and 84% , resplgtof our pretax income we
from foreign sources. While the income tax impobkgdny one foreign country is not material to us, averall effective tax rate cot
be adversely affected by changes in tax laws, fmttign and domestic. Certain portions of our fgresource income are subjec
United States federal and state income tax as @atue to the nature of the income, and dividenétréggions of our foreign sour
income are generally subject to United States #ddard state income tax.

* Consolidated net income was $271.2 million aBd85 million, respectively, representing an increase of 3%149d, respectivel
over the comparable periods in the prior year. @lmeent year results include $10.2 million and $1dillion of TGBP integratio
expenses, net of tax, respectively. The prior yeaults include $5.9 million and $22.3 milliam restructuring and related expen
net of tax, respectively, and an $18.3 million gaiet of tax, related to our acquisition of Ang€losta S.r.l. ("Costa").

e Our consumers transferred $20.1 billion and &28llion in Consumer-td@zonsumer principal, respectively, of which $18.ldn anc
$35.7 billion related to cross-border principalspectively, which represented decreases of 2% th @mpnsumer-td&onsume
principal and cross-border principal over the threenths ended in the prior year, and flat ConsutméZonsumer principal and cross-
border principal over the six months ended in thergyear.

« Consolidated cash flows provided by operatingvaies for the six months ended June 30, 2012 20@1 were $445.7 millioanc
$506.3 million , respectively. Cash flows providedoperating activities for the six months endedeJB80, 2012vere impacted by t:
payments of approximately $100 million made assaltef the IRS Agreement.

Results of Operations

The following discussion of our consolidated reswf operations and segment results refers tohitee tand six months endddne 3(
2012compared to the same periods in 2011. The resutiperations should be read in conjunction withdieeussion of our segment result
operations, which provide more detailed discussmrerning certain components of the Condenseddidated Statements of Income.
significant intercompany accounts and transactimig/een our segments have been eliminated.

There were no restructuring and related expensesriad during the three and six months ended Jan2@L2, but we incurred expens
of $8.9 million and $32.9 million for the three asnk months ended June 30, 201espectively, which were not allocated to thensegts
While these items were identifiable to our segmetitsy were not included in the measurement of ssgroperating profit provided to t
Chief Operating Decision Maker (“CODMpr purposes of assessing segment performance etidi@h making with respect to resot
allocation. For additional information on restru@tig and related activities refer to “Operating ErRpes Overview.”
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Overview

The following table sets forth our results of opienas for the three and six months ended June B 2nd 2011.

Three Months Ended Six Months Ended
June 30, June 30,

(in millions, except per share amounts) 2012 2011 % Change 2012 2011 % Change
Revenues:

Transaction fees $ 1,059.. $ 1,057.( 0% $ 2,100.. $ 2,055. 2%

Foreign exchange revenues 334.¢ 279.2 20% 657.2 535.3 23%

Other revenues 31.1 30.1 3% 61.C 59.C 3%
Total revenues 1,425.; 1,366.: 4% 2,818.t 2,649.: 6 %
Expenses:

Cost of services 797.5 764.% 4% 1,580.! 1,509.¢ 5%

Selling, general and administrative 281.% 251.¢ 12% 559.¢ 476.1 18%
Total expenses 1,079.: 1,015.¢ 6 % 2,140.: 1,985.7 8%
Operating income 345.¢ 350.7 (1)% 678. 663.¢ 2%
Other income/(expense):

Interest income 1.2 1.3 (8)% 2.7 2.5 8%

Interest expense (45.1) (44.2) 2% (89.5) (87.€) 2%

Derivative gains/(losses), net (0.7) (1.3 (46)% 0.¢ 0.6 50 %

Other income, net 8.8 26.¢ (67)% 7.7 29.C (73)%
Total other expense, net (35.9) (17.9) * (78.2) (55.9 41%
Income before income taxes 310.1 333.2 (N% 600.2 608.1 D)%
Provision for income taxes 38.¢ 70.z (45)% 81.7 1347 (39%
Net income $ 2717 $ 263 3% $ 5185 $ 473« 10%
Earnings per share:

Basic $ 044 % 0.4z 5% $ 0.84 $ 0.74 14%

Diluted $ 044 % 0.41 7% $ 084 $ 0.74 14%
Weighted-average shares outstanding:

Basic 610.¢ 631.1 615.( 639.(

Diluted 613.1 635.¢ 617.5 644.(
* Calculation not meaningful
Revenues Overview

The majority of transaction fees and foreign exggamevenues were contributed by our Consumédansumer segment, which
discussed in greater detail in “Segment Discus5ion.

For the three and six months ended June 30, 26dthared to the corresponding periods in the par, consolidated revenue incret
4% and 6% , respectively, due to ConsumeGtmsumer transaction growth and the acquisitioh@BP, which contributed approximately -
to consolidated revenue growth for both periodstigity offset by the strengthening of the Unitett®s dollar compared to most other for:
currencies and slight price reductions. The stieggng of the United States dollar compared to nwdlser foreign currencies negativ
impacted revenue growth by approximately 3% andf@fthe three and six months ended June 30, 2@&Epectively. Revenue for the
months ended June 30, 2012 was also negativelyciegdy geographic and product mix.
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The majority of the revenues in our Consume€tmsumer segment are recognized in the Europeh@n@ammonwealth of Independ
States (“CIS™)and North America regions. These two regions repriesl 22% and 21% of our total consolidated revéouboth the three ai
six months ended June 30, 2012, respectively. k@ithree and six months ended June 30, 2012 cothparthe same periods in 2011,
Europe and CIS region experienced revenue decoh@® and 4%, respectively, on transaction declioe2% and 1%, respectively. T
strengthening of the United States dollar compaoethost other foreign currencies and price redustinegatively impacted revenues in
region for the three and six months ended Jun2@IR. The region has been impacted by continuedagsi softness in Southern Europe
increased competition in Russia. For the three sindnonths ended June 30, 2012, the North Amegggon experienced flat revenue
revenue growth of 2%, respectively, on transactjmowth of 2% and 4%, respectively, partially offgtgeographic and product mix. For
three and six months ended June 30, 2012, we exped revenue growth in our domestic businesss@icions between and within the Un
States and Canada) due to transaction growth. idddity, our United States outbound business erpegd transaction and revenue grow
the three and six months ended June 30, 2012 ;Jeweansaction and revenue growth moderatedérthhee months endeline 30, 201
compared to the first quarter of 2012 in both comdstic and United States outbound businessesM®@xico business declined for the th
and six months ended June 30, 2012, partially duwdénges to our compliance related practices asithéss model.

Foreign exchange revenues increased for the tm@esia months ended June 30, 2@d/2r the corresponding previous periods due t
acquisition of TGBP and increasing foreign exchargesnues in our Consumer-@snsumer segment, driven primarily by revenue fan
international business.

Fluctuations in the exchange rate between the Oriftiates dollar and currencies other than the driiiates dollar have resulted i
reduction to transaction fees and foreign exchaagenues for the three and six months ended Juriz03Qof $34.6 million and $42.7 millio
respectively, over the same periods in the previamss, net of foreign currency hedges, that wowdtlhave occurred had there been con
currency rates.

No individual country, other than the United Statepresented more than approximately 7% of ousalistated revenues during bott
the three and six month periods ended June 30, 20d2011.

Operating Expenses Overview
TGBP integration expenses

During the three and six months ended June 30,,20&2ncurred $14.5 million and $20.9 million, resgively, of integration expens
related to the acquisition of TGBP. TGBP was acgiion November 7, 2011. TGBP integration expensasists primarily of severance ¢
other benefits, retention, direct and incremenigle@se consisting of facility relocation, consolida and closures; IT systems integrat
amortization of a transitional trademark licenseg @ther expenses such as training, travel ancegsafnal fees. Integration expense doe
include costs related to the completion of the TGBRuisition. We expect to incur integration exgangesulting from the acquisition of TG
throughout the remainder of 2012 and in 2013.

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 positfoore various facilities, primarily within North Anmmiza and Europe, to regional opera
centers. As of September 30, 2011, we had incuatedf the expenses related to this Restructuritam PTotal expense incurred under
Restructuring Plan from the period from May 25, @@irough September 30, 2011 was $106 million, lictv $8.9 million ands32.9 millior
was recognized in the three and six months ended 30, 2011, respectively. Total cost savings of approxima®&p million are expected
be generated in 2012 and annually thereafter. \ttegrézed $55 million of cost savings related toRestructuring Plan in 2011.

There were no restructuring and related expensesred during the three and six months ended JOn2@L2 , but for théhree and si
months ended June 30, 2011 , expenses of $0.Dmdkhd $7.4 million , respectively, are classifieithin “Cost of services” an88.4 millior
and $25.5 million , respectively, are classifiedhivi “Selling, general and administrativéri the Condensed Consolidated Statemen
Income.
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Cost of services

Cost of services primarily consists of agent consiniss, which represent approximately 70% of totait ©f services for both tttaree an
six months ended June 30, 201&Iso included in cost of services are expensexdil centers, settlement operations and relatémmatior
technology costs. Expenses within these functioldude personnel, software, equipment, telecomnatinics, bank fees, depreciati
amortization and other expenses incurred in coioreetith providing money transfer and other paynsarivices. Cost of services increase!
the three and six months ended June 30, 20h#pared to the same periods in the prior yearailyndue to incremental costs associated
the TGBP acquisition, including depreciation andéimation. Cost of services also increased duawestments in our strategic initiatives .
compliance program costs (see "Enhanced Regul&onypliance" discussion below), partially offsetthg strengthening of the United St:
dollar compared to most other foreign currencidsictvresulted in a positive impact on the transkatf our expenses, net commission sav
including the impact from the acquisitions of FinB.r.| ("Finint") and Costa, and a net decreasdehit card bank fees due to the Du
Amendment of the Dodé&rank Act ("Durbin legislation™), which was effeati beginning in the fourth quarter of 2011. The mianths ende
June 30, 2012 was also impacted by agent commissiainich increase in relation to revenue increa€est of services as a percentag
revenue was 56% for both the three and six montbee June 30, 2012 , and 56% and 57% for the #mdesix months ended June 30, 2011
respectively. The change in cost of services a®graeptage of revenue compared to the same penp@91l was primarily due to t
commission savings, including the impact from tloguasitions of Finint and Costa and decreased dedritl bank fees due to the Dui
legislation, partially offset by investments in @trategic initiatives and increased complianceymam costs.

Selling, general and administrative

Selling, general and administrative expenses (“SGd#creased for the three months ended June 31X @0mpared to the same periot
the prior year primarily due to increased expenssslting from the acquisitions of TGBP, Finint a@dsta, including integration costs, .
investments in strategic initiatives and compliapeegram costs, partially offset by the strengthgrof the United States dollar compare
most other foreign currencies, which resulted poaitive impact on the translation of our expensestructuring costs incurred in 2011, wt
did not recur in 2012, and lower marketing expei®@&A increased for the six months ended June B02Zompared to the same perio
the prior year primarily due to increased expemssslting from the acquisitions of TGBP, Finint abdsta, including integration costs, hig
employee compensation and related expenses, ineetnin strategic initiatives and compliance pragreosts, partially offset by t
restructuring costs incurred in 2011, which did netur in 2012, and the strengthening of the UniB¢ates dollar compared to most o
foreign currencies, which resulted in a positivep@ot on the translation of our expenses.

Marketing-related expenditures, principally clagsifwithin SG&A, were 3.7% of revenue for both theee and six months endédne 3(
2012 , and 4.1% and 3.7% for the three and six hsoahded June 30, 2011 , respectively. Marketigted expenditures include advertis
events, costs related to administering our loypitygrams, and the cost of employees dedicated tketirag activities. When making decisit
with respect to marketing investments, we reviewafunities for advertising and other marketinedated expenditures together v
opportunities for fee adjustments, as discussé&@yment Discussion,” for Consumer-@mnsumer revenues and other initiatives in ord
best maximize the return on these investments.

Enhanced Regulatory Complian

We regularly review our compliance programs. In remtion with that review and growing global regatgt complexity, and as v
dialogue with governmental and regulatory authesitive have made, and continue to make, enhancenemur processes and syst
designed to detect and prevent money launderimgprigt financing, fraud and other illicit activitfhese enhancements, along with ¢
enhancements to improve consumer protection rekatede DoddFrank Act and other matters, have resulted in, iancbming quarters v
expect them to continue to result in, changes ttaireof our business practices and increased .co&tdelieve some of these changes will |
an adverse effect on our business, financial camdé@nd results of operations.

Total other expense, net
Total other expense, net increased during the thmelesix months ended June 30, 28dthpared to the corresponding periods in the

year primarily due to the gain of $29.4 milliontime prior year in connection with the remeasurenoémtur former equity interest in Coste
fair value, associated with our acquisition of tmaining 70% interest.

34




Table of Contents

Income taxe

Our effective tax rates on pre-tax income were #2#&nd 21.1%or the three months ended June 30, 2012 and 2@%fpectively, ar
13.6% and 22.2% for the six months ended June R 2nd 2011, respectively. The significant de@eaur effective tax rate for thiree
and six months ended June 30, 2@l grimarily due to an agreement with the Unitedt& Internal Revenue Service resolving substintd
of the issues related to the restructuring of oternational operations in 2003, as described hetowd the resolution of other foreign .
United States tax matters. Higher taxes in 201Jeva#so a result of taxes associated with the Gesteeasurement gain which was recogr
in connection with the acquisition.

We continue to benefit from a significant propomtiof profits being foreigrderived, and therefore taxed at lower rates tharcombine:
federal and state tax rates in the United Statesthe three and six months ended June 30, 203%, éhd 84% , respectively, of our gee-
income was from foreign sources. Our foreign fareincome is subject to tax in multiple foreigmigdlictions, virtually all of which ha
statutory income tax rates lower than the UnitegteSt While the income tax imposed by any one dor€ountry is not material to us,
overall effective tax rate could be adversely aBfddoy changes in tax laws, both foreign and doimeSertain portions of our foreign sou
income are subject to United States federal arng st@ome tax as earned due to the nature of ttmnie, and dividend repatriations of
foreign source income are generally subject toédh@tates federal and state income tax.

We have established contingency reserves for @tyaof material, known tax exposures. As of JuneZill2, the total amount of t
contingency reserves was $115.3 million, includigrued interest and penalties, net of relatedflien®ur tax reserves reflect our judgn
as to the resolution of the issues involved if eabjo judicial review or other settlement. While Welieve 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 durmggeriod in facts and circumstances (i.e., nhewrimétion) surrounding a tax issue
(ii) any difference from our tax position as receddn the financial statements and the final regmiuof a tax issue during the period. S
resolution could materially increase or decreaserite tax expense in our consolidated financiaéstahts in future periods and could im|
our operating cash flows.

The United States Internal Revenue Service (“IR®pleted its examination of the United States fa@dsonsolidated income tax retu
of First Data for 2003 and 2004, of which we apad, and issued a Notice of Deficiency in Decen#88. In December 2011, we reache
agreement with the IRS resolving substantiallyo&the issues related to the restructuring of aternational operations in 2003.

Earnings per shar

During the three months ended June 30, 2012 andl, 2@kic earnings per share were $0.44 and $Qdspectively, and diluted earni
per share were $0.44 and $0.41 , respectively.ngufie six months ended June 30, 2&hd 2011, basic and diluted earnings per share
$0.84 and $0.74respectively. Unvested shares of restricted sémelexcluded from basic shares outstanding. Riletnings per share refle
the potential dilution that could occur if outstargistock options at the presented dates are esegkeind shares of restricted stock have ve
For the three months ended June 30, 2012 and 20drk were 24.1 million and 8.2 milligrrespectively, of outstanding options to purcl
shares of Western Union stock excluded from thatelil earnings per share calculation under theurgasock method as their effect was anti-
dilutive. For the six months ended June 30, 201@ 2011, there were 22.3 million and 8.0 millipmespectively, of outstanding options
purchase shares of Western Union stock excluded fhe diluted earnings per share calculation utigetreasury stock method as their ef
was anti-dilutive.

Earnings per share increased for the three ancheiths ended June 30, 20d@mpared to the same periods in the prior yearrasudt o

the previously described factors impacting net ineand lower weightedverage shares outstanding. The lower number oéstoutstandir
was due to stock repurchases exceeding stock optientises.
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Segment Discussion

We manage our business around the consumers aimksaess we serve and the types of services we. &#ah of our three segme
addresses a different combination of consumer grodistribution networks and services offered. @agments are Consumerdmnsume
Consumer-to-Business and Business Solutions. Bssi#isenot considered part of these segments agodatsl as “Other.”

There were no restructuring and related expensesriad during the three and six months ended Jan2@L2, but we incurred expens
of $8.9 million and $32.9 million for the three ask months ended June 30, 201tespectively, which were not allocated to thensegts
While these items were identifiable to our segmetitsy were not included in the measurement of ssgroperating profit provided to t
CODM for purposes of assessing segment performandelecision making with respect to resource allocaFor additional information «
restructuring and related activities refer to “Gyigrg Expenses Overview.”

Consumer-to-Consumer Segment

The following table sets forth our Consumer-to-Gonsr segment results of operations for the threkesanmonths endedune 30, 201
and 2011.

Three Months Ended Six Months Ended
June 30, June 30,

(dollars and transactions in millions) 2012 2011 % Change 2012 2011 % Change
Revenues:

Transaction fees $ 893.¢ % 898.( 0% $ 1,765 $ 1,737.¢ 2%

Foreign exchange revenues 248.¢ 245.¢ 1% 488.: 472.¢ 3%

Other revenues 12.t 11.7 7% 25.7 22.¢ 14%
Total revenues $ 1,155.( $ 1,155. 0% $ 2,279t $ 2,233. 2%
Operating income $ 328¢ % 329.¢ 0% $ 640.2 $ 638.¢ 0%
Operating income margin 28% 29% 28% 2%
Key indicator:
Consumer-to-Consumer transactions 58.t 56.: 4% 114.¢ 109.1 5%
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The table below sets forth supplemental transaciiod revenue growth rate information by region tfee three and sixnonths ende

June 30, 2012 .

Consumer-to-Consumer transaction growth/(decliag) (

Three Months Ended
June 30, 2012

Six Months Ended
June 30, 2012

Europe and CIS (2% ()%
North America 2% 4%
Middle East and Africa 9% 9%
APAC 5% 6 %
LACA 5% 6 %
westernunion.com 35% 38%
Consumer-to-Consumer revenue growth/(decline) (a)
Europe and CIS (8)% (4)%
North America 0% 2%
Middle East and Africa 3% 5%
APAC 4% 5%
LACA 5% 3%
westernunion.com 23% 30%
(@) Significant allocations are made in determiningrénenue and transaction growth rates under themabview in the above table. T

geographic split for transactions and revenue isrdened based upon the region where the monegfeais initiated and the regi
where the money transfer is paid. For transact@iginated and paid in different regions, we st transaction count and reve
between the two regions, with each region recei668o. For money transfers initiated and paid in shene region, 100% of t
revenue and transactions are attributed to thavmegor money transfers initiated through our wigss(“westernunion.com”100%
of the revenue and transactions are attributedetstevnunion.com.

Transaction fees and foreign exchange revenues

For the three and six months ended June 30, 20hpa®d to the corresponding period in the prior y€ansumer-tdzonsumer mong
transfer revenue, which represented 81% of out tatasolidated revenue for both periods, was frat grew 2%, respectively, on transacti
growth of 4% and 5% respectively. Transaction growth was offset by #irengthening of the United States dollar congbamemost othe
foreign currencies, which negatively impacted rexerand slight price reductions. The results ferdtx months ended June 30, 2012 were
impacted by geographic and product mix. The stteghg of the United States dollar compared to notisér foreign currencies negativ
impacted our revenue growth by approximately 3% 2#tdfor the three and six months ended June 3@ 2€dspectively.

For the three and six months ended June 30, 20mpax@d to the corresponding periods in the pri@ryeevenue in our Europe and !
region, which represented 22% of our total constéid revenue for both periods, decreased 8% ancedpéctively, on transaction decline
2% and 1%, respectively. The strengthening of thetdd States dollar compared to most other foraigmrencies and price reductic
negatively impacted revenues in the Europe andr&g®n for the three and six montlisded June 30, 2012. The region has been impag
continued economic softness in Southern Europdramdased competition in Russia.

For the three and six months ended June 30, 2B&2\orth America region, which represented 21%uwftotal consolidated revenue
both periods, experienced flat revenue and revgmaeth of 2%, respectively, on transaction growfh2® and 4%, respectively, partic
offset by geographic and product mix. For the thaed six months ended June 30, 2012, we experiermezhue growth in our domes
business. Additionally, our United States outbolmdiness experienced transaction and revenue griowttie three and simonths ende
June 30, 2012 ; however, transaction and revenatijrmoderated in the three months ended June@®® mpared to the first quarter
2012 in both our domestic and United States outbdursinesses. Our Mexico business declined fothte= and six months ended June
2012, partially due to changes to our compliantzted practices and business model.
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For the three and six months ended June 30, 2@%2nue in our Middle East and Africa, APAC, and LA@gions, which represent
15%, 12%, and 9% of our total consolidated reveoudoth the three and six months ended June 3Z 2@spectively, increased compare
the corresponding periods in the prior year duansaction growth, partially offset by the stréragting of the United States dollar comp:
to most other foreign currencies, which negativietpacted revenue. The Gulf States, primarily Sadibia, certain regions of Africa, a
India all displayed revenue growth, but China resxeeclined. However, the China revenue declineeraddd in the three months en
June 30, 2012ompared to the first quarter of 2012. Revenue ggee from transactions initiated at westernuniomcwhich represented 2
of our total consolidated revenue for both periddsteased for the three and six months ended 30n2012, compared to the same period
2011 due to strong transaction growth.

Foreign exchange revenues for both the three andhenths ended June 30, 2042w compared to the same periods in 2011, d
primarily by revenue from our international busisnes

Fluctuations in the exchange rate between the Oriftiates dollar and currencies other than the driiiates dollar have resulted i
reduction to transaction fees and foreign exchaegenues for the three and six months ended Jun203@ of approximately $30.1 millic
and $35.3 million, respectively, over the samequksiin the previous year, net of foreign currenegdes, that would not have occurred
there been constant currency rates.

We have historically implemented and will likely plement future strategic fee reductions and actioredjust foreign exchange spre.
where appropriate, taking into account a varietfacfors. Fee and foreign exchange reductions géypeeduce revenues in the near term
are done in anticipation that they will result iitieased transaction volumes and increased reveneesime. In certain corridors, we may ¢
implement fee or foreign exchange spread incred¥esanticipate that fee decreases and foreign exgehactions will be approximately 1%
2% of total Western Union revenue for the full ygad 2.

The majority of transaction growth is derived fromore mature agent locations; new agent locatiopisajly contribute only marginally
growth in the first few years of their operationcieased productivity, measured by transactiondggation, is often experienced as locat
mature. We believe that new agent locations wilb leeir growth by increasing the number of locatiamailable to send and receive money.
generally refer to locations with more than 50%rahsactions being initiated (versus paid) as “dendtions”and to the balance of locations
“receive locations.” Send locations are the engireg drives Consumer-tGonsumer revenue. They contribute more transacfendocatiol
than receive locations. However, a wide networkeakive locations is necessary to build each corréchd to help ensure global distribur
and convenience for consumers. The number of seddexeive transactions at an agent location can significantly due to such factors
customer demographics around the location, migngitterns, the location's class of trade, hourgpefation, length of time the location
been offering our services, regulatory limitaticarsd competition. Each of the approximately 510,806nt locations in our agent networ
capable of providing one or more of our servicesyéver, not every location completes a transadtioa given period. For example, as
June 30, 2012 approximately 85% of agent locations in the Ushi&ates, Canada and Western Europe (represemtiagsh one of our thr
money transfer brands: Western UnfonOrlandi Valuta®™ and Vigo®) experienced money transfer activity in the previd2snonths. In tr
developing regions of Asia and other areas wheeeetlare primarily receive locations, approximatebpo of locations experienced moi
transfer activity in the previous 12 months. Weiqdically review locations to determine whetherythremain enabled to perform mot
transfer transactions.

Operating income

Consumer-to-Consumer operating income was flahdusbth the three and six months ended June 3@, 2@&pectively, compared to-
same periods in 2011 due to spending on stratediatives, including westernunion.com, incrementabts associated with the Finint
Costa acquisitions, and increased costs associagiitd our compliance programs, offset by the effeftforeign currency hedges, ¢
restructuring savings. For the three months ende 30, 2012 operating income was also impacted by commissgawngs and low:
marketing expense. For the six months ended Jun203@ , operating income was also impacted bymesegrowth.

The changes in operating income margins in the segare due to the same factors mentioned above.
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Consumer-to-Business Segment

The following table sets forth our Consumer-to-Biesis segment results of operations for the thréesimmonths ended June 30, 2GR
2011.

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2012 2011 % Change 2012 2011 % Change
Revenues:

Transaction fees $ 1421 $ 1441 D% $ 289.¢ $ 288. 0%

Foreign exchange revenues 0.9 2.3 (62)% 1.7 3.2 (47)%

Other revenues 6.4 7.1 (10)% 13.C 14.7 (12)%
Total revenues $ 1494 § 153t 3% $ 3045 $ 306.7 ()%
Operating income $ 335 $ 377 A% $ 74€ $ 727 3%
Operating income margin 22% 25% 24% 24%
Revenue

For the three and six months ended June 30, 20tpaeed to the corresponding periods in the priary€onsumer-t@usiness revent
which represented 11% of our total consolidateetmere for both periods, decreased 3% and 1%, régplgctdue to a decline in our Unit
States bill payments businesses, including theimpgdkrough of some of the debit card fee savirgated to the Durbin legislation, and
strengthening of the United States dollar comp#oetost other foreign currencies, partially offsgtgrowth in our international bill paymer
primarily in South America. The strengthening oé tiinited States dollar compared to most other doreurrencies negatively impacted
revenue growth by approximately 3% and 2% for the¢ and six months ended June 30, 2012 , resplctiv

Operating income

For the three months ended June 30, 2012, operatiiogne decreased compared to the same perioceiprtar year primarily due to
revenue decline in our United States chaked bill payments business, which has higher immipan other bill payment services in
segment, partially offset by a net decrease intdzbtl and other bank fees, due to the Durbin letiiis. During the six months endédne 3(
2012, operating income increased compared to the samedpin the prior year primarily due to a net a&se in debit card and other b
fees, due to the Durbin legislation, partially effby slight revenue declines.

The changes in operating income margins in the segare due to the same factors mentioned above.
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Business Solutions Segment

The following table sets forth our Business Soluicegment results of operations for the threesanchonths ended June 30, 20dr
2011.

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions)
2012 2011 % Change 2012 2011 % Change
Revenues:
Transaction fees $ 10.C $ 1.1 * $  16.E $ 2.C *
Foreign exchange revenues 82.t 30.1 * 162.¢ 56.¢ *
Other revenues — 0.2 * 0.3 04 *
Total revenues $ 92.5 $ 314 * §  179. $ 59.: *
Operating loss $ (145 % (1.9 *$ (29. 0% (6.2) *
Operating loss margin (16)% (6)% (16)% (10)%

* Calculation not meaningf
Revenue

For the three and six months ended June 30, 20fripared to the corresponding periods in the pré@r, Business Solutions rever
which represented 6% of our total consolidated maeefor both periods, grew primarily due to oursiion of TGBP and revenue growtr
our existing business.
Operating income

For the three and six months ended June 30, 20p2rating loss increased compared to the sani@dgen the prior year primarily due
increased expenses resulting from the acquisitiom@BP, including incremental depreciation and atmation expenses and integral

expenses. We expect to incur integration experesegting from the acquisition of TGBP throughowg temainder of 2012 and in 2013.

The changes in operating income margins in the segare due to the same factors mentioned above.
Other

The following table sets forth Other results foe three and six months ended June 30, 2012 and 2011

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions) 2012 2011 % Change 2012 2011 % Change
Revenues $ 282 $ 26.2 % $ 55.C $ 50.1 10%
Operating loss $ (20 $ (6.2 * 8 (7.) % (8.2) *
* Calculation not meaningf
Revenue

Other revenue, which represented 2% of our totakolidated revenue for both the three and six nwetided June 30, 2012, g
compared to the same periods in the prior yearglyndue to an increase in our prepaid business.
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Operating loss

During the three months ended June 30, 2012 comparde corresponding period in the prior yeaerafing loss decreased due to costs
associated with acquisition activity that were ggdaed in the prior year. During the six monthseshdune 30, 2012 compared to the
corresponding period in the prior year, operatogsldecreased due to costs associated with atquiadtivity that were recognized in the pr
year and the increase in revenues, partially offgghvestments in our prepaid busine

Capital Resources and Liquidity

Our primary source of liquidity has been cash gateel from our operating activities, primarily fronet income and fluctuations
working capital. Our working capital is affected Hye timing of interest payments on our outstanddgrowings, timing of income ti
payments, and collections on receivables, amongraotems. The majority of our interest payments due in the second and fourth quat
which results in a decrease in the amount of cashiged by operating activities in those quarterd a corresponding increase to the first
third quarters.

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

A significant portion of our cash flows from openat activities has been generated from subsidias@se of which are regulated entit
These subsidiaries may transfer all excess casietparent company for general corporate use exoeptssets subject to legal or regula
restrictions. Assets subject to legal or regulatestrictions, totaling approximately $ 285 millias of June 30, 2012nclude assets outside
the United States subject to restrictions from pemansferred outside of the countries where threyl@cated. We are also required to mair
cash and investment balances in our regulated diakisis related to certain of our money transfed ather payment obligations. Signific
changes in the regulatory environment for moneysngtters could impact our primary source of liduyid

We believe we have adequate liquidity to meet ausiriiess needs through our existing cash balanckewamability to generate cash flc
through operations. These business needs inclygte@xmately $90 million of remaining tax paymente expect to make as a result of the
Agreement, the majority of which we expect to pay2013, in addition to dividends and share repwebaln addition, we have capacit'
borrow up to $1.65 billion in the aggregate under @volving credit facility (‘Revolving Credit Faity”), which supports borrowings unt
our $1.5 billion commercial paper program. As ohd30, 2012 we had no outstanding borrowings under our RénglCredit Facility an
had $ 390.0 million of commercial paper borrowirggstanding, which left $ 1,260.0 milliaemaining that was available to borrow on
Revolving Credit Facility.

Cash and I nvestment Securities

As of June 30, 2012 , we had cash and cash eqotsaté $1.4 billion, of which approximately $710 million was held byrdoreigr
entities. Our ongoing cash management strategiemtbour business needs could cause United Stateforeign cash balances to fluctuate.

Repatriating foreign funds to the United States lpin many cases, result in significant tax olfigas because most of these funds |
been taxed at relatively low foreign tax rates carmegd to our combined federal and state tax ratedrinited 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 tramséerd certain other payment services before wdesdte payment of tho
transactions. These funds, referred to as “Settierassets’on our Condensed Consolidated Balance Sheets, airesed to support ¢
operations. However, we earn income from investirgge funds. We maintain a portion of these se#figrassets in highly liquid investme
classified as “Cash and cash equivalents” withiettlBment assets,” to fund settlement obligations.

Investment securities, classified within “Settlemassets," were $1.9 billion as of June 30, 20%8bstantially all of these investments
highly-rated state and municipal debt securitieasMstate regulators in the United States requéretoumaintain specific highlyated
investment grade securities and such investmergsiraended to secure relevant outstanding settlerobligations in accordance w
applicable regulations.
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Investment securities are exposed to market rigktdichanges in interest rates and credit riskr&gelarly monitor credit risk and atter
to mitigate our exposure by investing in highlyedtsecurities and diversifying our investment mdidf As of June 30, 2012the majority ¢
our investment securities had credit ratings of “A&r better from a major credit rating agency. Owestment securities are also acti
managed with respect to concentration. As of JUh&€312, all investments with a single issuer and eacividdal security was less than 1
of our investment securities portfolio.

Cash Flows from Operating Activities

Cash provided by operating activities decreasef#th.7 million during the six months ended JuneZi,2 , from $506.3 milliotin the
comparable period in the prior year, primarily do¢ax payments of approximately $100 million madea result of the IRS Agreement.

Financing Resources

As of June 30, 2012 , we have outstanding borrosviaigpar value of $3,670.7 millionThe substantial majority of these outstan
borrowings consists of unsecured fixede notes and associated swaps with maturitiegirmgrifrom 2014 to 2040, and our borrowings
include our 2013 Notes issued for general corpgratposes. Our Revolving Credit Facility expireslamuary 2017 and provides for unsec
financing facilities in an aggregate amount of $1lfilion, including a $250.0 million letter of af# subfacility and a $150.0 million swir
line subfacility. The purpose of our Revolving Credit F#gil which is diversified through a group of 17 p@pating institutions, is to provitc
general liquidity and to support our commercial graprogram, which we believe enhances our shart teedit rating. The largest commitm
from any single financial institution within theté& committed balance of $1.65 billion is approxigia 12%. As of and during the sironth:
ended June 30, 2012 , we had no outstanding bargsainder our $1.65 billion revolving credit fayiliAs of June 30, 2012 , we h&890.(
million of commercial paper borrowings outstandimghich left $ 1,260.0 milliorremaining that was available to borrow on the Reng
Credit Facility. If the amount available to borramder the Revolving Credit Facility decreased, fothe Revolving Credit Facility we
eliminated, the cost and availability of borrowimgder the commercial paper program may be impacted.

Pursuant to our commercial paper program, we msiyeisinsecured commercial paper notes in an amairionexceedsl.5 billior
outstanding at any time, reduced to the extentoofdsvings outstanding on our Revolving Credit FHacilOur commercial paper borrowir
may have maturities of up to 397 days from dates®@fance. Interest rates for borrowings are baredarket rates at the time of issuance.
commercial paper borrowings as of June 30, 2012ahaighted-average annual interest rate of apprabely 0.4% and a weightexcerag
term of 5 days. During the three and six monthsedniline 30, 2012 , the average commercial papandmbutstanding wa&306.9 millior
and $224.3 million , respectively. For both theethrand six months ended June 30, 2012, the maxibalamce outstanding w&f22.¢
million . Proceeds from our commercial paper boirms were used for general corporate purposes. 8de$390.0 millionof commercie
paper borrowings outstanding as of June 30, 2012 .

Cash Priorities
Liquidity
Our objective is to maintain strong liquidity andcapital structure consistent with our current gredtings. We have existing c¢

balances, cash flows from operating activitiesgasdo the commercial paper markets and our Rex@p@redit Facility available to support
needs of our business.

Capital Expenditures

The total aggregate amount paid for contract cqrischases of property and equipment, and purchasdddeveloped software wa
121.3 million and $75.4 million for the six montlkesded June 30, 201&hd 2011, respectively. Amounts paid for new amewed agel
contracts vary depending on the terms of existingtracts as well as the timing of new and renewedtract signings. Other capi
expenditures during these periods included investsia our information technology infrastructuredgurchased and developed software.
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Acquisition of Business:

On November 7, 2011, we acquired TGBP from Travéleldings Limited for cash consideration @@ million ($967.8 million), whic
included acquired cash of $25.3 millionn connection with the July 5, 2011 purchase egpent, on May 4, 2012, we acquired the Fr
assets of TGBP for cash consideration 8fnillion ($4.8 million), after receiving regulatoapproval. The final consideration is subject
working capital adjustment.

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

On April 20, 2011, we acquired the remaining 7@%erest in Costa, one of our largest money tranafgents in Europe, for ce
consideration of €95 million ( $135.7 milliopn The final consideration is subject to the resotu of a working capital adjustment.
previously held a 30% equity interest in Costa.

Share Repurchases and Dividends

During the six months ended June 30, 2Gif1 2011, 17.9 million and 31.7 million, respediyeof shares were repurchased
$309.2 million and $659.7 million, respectivelycaxding commissions, at an average cost of $17m2b$%20.83 per share, respectively. A
June 30, 2012 $306.3 million remains available under share rejpase authorizations approved by our Board of dirs through Decemt
31, 2012.

Our Board of Directors declared quarterly cash d#imds of $0.1Qper common share in both the first and second ersadf 201
representing $122.3 million in total dividends.

Debt Service Requiremer

Our 2012 debt service requirements will includempegts on existing and future borrowings under ammercial paper program &
interest payments on all outstanding indebtedradglarch 2013, our floating rate notes of $300.0ior will mature. We intend to refinan
all or a portion of the 2013 Notes with new finalgisources, as market conditions allow. We havalfilgy to use existing financing sourc
including our Revolving Credit Facility or commeatipaper program, and cash generated from opesatiomeet our debt obligations as t
come due.

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 abiliticémtinue to generate excess operating cash througbperating subsidiaries and to cont
to receive dividends from those operating subsigsaour 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 arrangesjeve have no material dffalance sheet arrangements that have or are rduy
likely to have a material current or future effext our financial condition, revenues or expensesults of operations, liquidity, capi
expenditures or capital resources.

Pension Plan
We have a frozen defined benefit pension plan foiclvwe have a recorded unfunded pension obligaifd¥©3.9 million as oflune 3(

2012 . We are required to fund $ 20 million to fien in 2012. Through June 2012, we have made ibotitns of approximatel$16 millior
to the plan, including a discretionary contributmfrapproximately $ 5 million .
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Other Commercial Commitments

We had approximately $95 million in outstandingdes of credit and bank guarantees as of June®I® Rith expiration dates throu
2015 , the majority of which contain a opear renewal option. The letters of credit and bgn&rantees are primarily held in connection
lease arrangements and certain agent agreementexjéet to renew the letters of credit and bankrantaes prior to expiration in mi
circumstances.

As of June 30, 20120our total amount of unrecognized income tax hiénefas $123.1 million, including associated ingtr@nd penaltie
The timing of related cash payments for substdptal of these liabilities is inherently uncertdirecause the ultimate amount and timin
such liabilities is affected by factors which aggigble and outside our control.

Critical Accounting Policies and Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptedtire United States requil
management to make estimates and assumptionsftéet #the amounts and disclosures in the finansiatements and accompanying nc
Actual results could differ from those estimatesir @ritical Accounting Policies and Estimates diseld in Management's Discussion
Analysis of Financial Condition and Results of Ggiiems - Critical Accounting Policies and Estimétesour 2011 Annual Report on Form 10-
K, for which there were no material changes, inetlid

¢ Income taxe

« Derivative financial instrumer

e Other intangible ass¢

e Goodwill impairment testir

« Acquisitions —purchase price allocati
« Restructuring and related exper

Risk Management

We are exposed to market risks arising from chamgesarket rates and prices, including change®iaifin currency exchange rates
interest rates and credit risk related to our agantl customers. A risk management program issicepio manage these risks.

Foreign Currency Exchange Ral

We provide Consumer-tG@onsumer money transfer services in more than B0@tdes and territories. We manage foreign exchaisy
through the structure of the business and an aciskemanagement process. We settle with the vagonity of our agents in United Sta
dollars or euros. However, in certain circumstaneessettle in other currencies. We typically reguhe agent to obtain local currency to
recipients; thus, we generally are not reliant oternational currency markets to obtain and paguidl currencies. The foreign currer
exposure that does exist is limited by the fact tha majority of transactions are paid within 2xuts after they are initiated. To mitigate
risk further, we enter into shoterm foreign currency forward contracts, generallth maturities from a few days up to one monthoftse
foreign exchange rate fluctuations between traimadhitiation and settlement. We also utilize figre currency forward contracts, typice
with terms of less than one year at inception,ffsed foreign exchange rate fluctuations on cerfameign currency denominated cash posit
and intercompany loans. In certain consumer moragsfer and Business Solutions transactions inugldifferent send and receive currenc
we generate revenue based on the difference betitiveesxchange rate set by us to the customer @nchté at which we or our agents are
to acquire currency, helping to provide protectagainst currency fluctuations. We promptly buy @edl foreign currencies as necessat
cover our net payables and receivables which amerdmated in foreign currencies.
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We use longeterm foreign currency forward contracts to mitigaitks associated with changes in foreign curregxghange rates
Consumer-tdzonsumer revenues denominated primarily in the,eard to a lesser degree the Canadian dollarsBnitound, Australian doll:
and other currencies. We use contracts with maaraf up to 36months at inception to mitigate some of the imghat changes in forei
currency exchange rates could have on forecasteshues, with a targeted weightaderage maturity of approximately one year. Wedve
the use of longer-term foreign currency forward tcacts provides predictability of future cash flofvem our international Consumer-to-
Consumer operations.

We have additional foreign exchange risk and assediforeign exchange risk management due to theenaf our Business Solutic
business. The majority of this business' revenuioi® exchanges of currency at the spot rate emgliustomers to make crossfrenc
payments. In certain countries, this business alstes foreign currency forward and option contsaftir our customers to facilitate fut
payments. The duration of these derivatives cotgreec generally nine months or less. Business Buisitaggregates its foreign excha
exposures arising from customer contracts, inclydive derivative contracts described above, angéd®the resulting net currency risks
entering into offsetting contracts with establisfiedncial institution counterparties. The foregxchange risk is actively managed.

As of December 31, 2011, a hypothetical uniform 1€i¥&ngthening or weakening in the value of thetéthiStates dollar relative to
other currencies in which our profits are generatexlld have resulted in a decrease/increase tdapreénnual income of approximat
$33 million based on our 2012 forecast of Consutoéonsumer unhedged exposure to foreign currencyeXpesure as of June 30, 201
not materially different based on our forecast mfiedged exposure to foreign currency through JOn@@12. There are inherent limitation:
this sensitivity analysis, primarily due to the wegtion that foreign exchange rate movements aeatiand instantaneous, that the unhe
exposure is static, and that we would not hedgesalational exposure. As a result, the analysismable to reflect the potential effects of
complex market changes that could arise, which puaitively or negatively affect income.

Interest Rate

We invest in several types of interest bearing tasséth a total value as of June 30, 2012 of $8ln. Approximately $2.1 billion ¢
these assets bear interest at floating rates antharefore sensitive to changes in interest rdteese assets primarily include money mg
funds and state and municipal variable rate séearénd are included in our Condensed ConsolidBtddnce Sheets withinCash and ca:
equivalents” and “Settlement assef8d the extent these assets are held in conneciitbnmoney transfers and other related payment cex
awaiting redemption, they are classified as “Setdat assets.Earnings on these investments will increase andedse with changes in 1
underlying short-term interest rates.

Substantially all of the remainder of our interbsaring assets consist of highbted state and municipal debt securities, the rityajof
which are fixedrate instruments. These investments may includesiments made from cash received from our monefea business a
other related payment services awaiting redemptlassified within “Settlement assetsi the Condensed Consolidated Balance Shee:
interest rates rise, the fair value of these firai#- interesbearing securities will decrease; conversely, aadese to interest rates would re
in an increase to the fair values of the securit®e have classified these investments as avaifablsale within “Settlement assetsi the
Condensed Consolidated Balance Sheets, and acgly;diecorded these instruments at their fair valith the net unrealized gains and los
net of the applicable deferred income tax effeding added to or deducted from our “Total stockbmdtl equity” on our Condenst
Consolidated Balance Sheets.

As of June 30, 2012, we had $300.0 million of flogtnotes, which had an effective interest ratd.6£6 or 58 basis points above three-
month LIBOR. Additionally, $ 500.0 million of ouixed+ate borrowings at par value are effectively flogtrate debt through interest 1
swap agreements, changing this fixed-rate debtiB®OR-based floating rate debt, with weight@eerage spreads of approximately 600 |
points above LIBOR. Borrowings under our commerpiaper program mature in such a short period tiafihancing is effectively floatir
rate. Commercial paper borrowings of $390.0 millware outstanding as of June 30, 2012. Our commgyajger borrowings as of June
2012 had a weighted-average annual interest rapmbximately 0.4% and a weighted-average terdafys. During the three and six mor
ended June 30, 2012, the average commercial papende outstanding was $306.9 million and $224 [lBomi, respectively. The maximt
balance outstanding for both the three and six hmanded June 30, 2012 was $422.8 million .
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We review our overall exposure to floating and fixates by evaluating our net asset or liabilitgiion in each, also considering
duration of the individual positions. We manages thiix of fixed versus floating exposure in an agéno minimize risk, reduce costs
improve returns. Our exposure to interest ratesbeamodified by changing the mix of our interbstring assets as well as adjusting the r
fixed versus floating rate debt. The latter is aspbished primarily through the use of interest t@ps and the decision regarding terms o
new debt issuances (i.e., fixed versus floatingg. We interest rate swaps designated as hedgesréase the percentage of floating rate
subject to market conditions. As of June 30, 2@12 weighted-average effective rate was approxint&% .

A hypothetical 100 basis point increase/decreaseatarest rates would result in a decrease/incréaggetax income of approximate
$12 million annually based on borrowings on June 32012 that are sensitive to interest rate fluébmst The same 100 basis p
increase/decrease in interest rates, if appliemutccash and investment balances on June 30, Pal2re sensitive to interest rate fluctuati
would result in an offsetting benefit/reductiongretax income of approximately $21 million annuallyhéfe are inherent limitations in
sensitivity analysis presented, primarily due te #ssumption that interest rate changes would &taritaneous. As a result, the analys
unable to reflect the potential effects of more pter market changes, including changes in creslit regarding our investments, which r
positively or negatively affect income. In additidhe current mix of fixed versus floating rate tliehd investments and the level of asset:
liabilities will change over time. We will also Werther impacted by changes to future interestsraewe refinance our debt or by reinves
proceeds from the sale or maturity of our investisien

Credit Risk

Our interest earning assets include investmentrigies) 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 investmeviigh ar
classified in “Cash and cash equivalents.” The mitgj@f our investment securities had credit rasirgf “AA-" or better from a major cre
rating agency.

To manage our exposures to credit risk with respeatvestment securities, money market investmatesvatives and other credit r
exposures resulting from our relationships withksaand financial institutions, we regularly revigwestment concentrations, trading lev
credit spreads and credit ratings, and we attemgiviersify our investments among global finandnaititutions. We also limit our investme
level in any individual money market fund to no mdnan $100 million.

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

We are exposed to credit risk in our Business 8wiatbusiness relating to: (a) derivatives written us to our customers and
receivables from certain customers for which benefies are paid prior to receiving cleared fundsmf the customer (known agdrly
release”).For the derivatives, the duration of these con¢régtgenerally nine months or less. The credit a@skociated with our derivati
contracts increases when foreign currency excheatge move against our customers, possibly impathieir ability to honor their obligatio
to deliver currency to us or to maintain approgriedllateral with us. For early release custonestection ordinarily occurs within a few da
To mitigate risk, we perform credit reviews of thestomer on an ongoing basis, and, for our devigatiwe may require certain customel
post collateral or increase collateral based orfahieralue of the customer's contract and thek profile.

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

The information under the caption “Risk Managememt'Management’s Discussion and Analysis of Finah€ondition and Results of
Operations” in Item 2 of Part | of this report micorporated herein by reference.

Iltem 4. Controls and Procedure:

Evaluation of Disclosure Controls and Procedu

Our management, under the supervision and wittp#ngcipation of the Principal Executive OfficerdaRrincipal Financial Officer, ha
evaluated the effectiveness of our controls andgutores related to our reporting and disclosurgatibns as of June 30, 2012, which is
end of the period covered by this Quarterly ReportForm 10Q. Based on that evaluation, the Principal Exeeutdfficer and Princip.
Financial Officer have concluded that, as of JubeZ12, the disclosure controls and procedure® wéective to ensure that informat
required to be disclosed by us, including our ctidated subsidiaries, in the reports we file ormitounder the Exchange Act, is recorc
processed, summarized and reported, as applicaiitén the time periods specified in the rules dodns of the Securities and Excha
Commission, and are designed to ensure that infotsmeequired to be disclosed by us in the repibvds we file or submit are accumulated
communicated to our management, including our RraicExecutive Officer and Principal Financial @#r, to allow timely decisiol
regarding required disclosure.

Changes in Internal Control over Financial Repogtin

There were no changes that occurred during thelftacarter covered by this Quarterly Report on F&thQ that have materially affectt
or are reasonably likely to materially affect, @ternal controls over financial reporting.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Stockholders of The \&@stUnion Company

We have reviewed the condensed consolidated bakimeet of The Western Union Company (the Compasyfalune 30, 2012, and
related condensed consolidated statements of inemh€omprehensive income for the three-month anchenth periods ended June 30, 2
and 2011, and the condensed consolidated statemieoésh flows for the sixaonth periods ended June 30, 2012 and 2011. Themecia
statements are the responsibility of the Compangisagement.

We conducted our review in accordance with thedsteas of the Public Company Accounting OversighafBo(United States). A review
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
accounting matters. It is substantially less inpgcthan an audit conducted in accordance withtdredards of the Public Company Accoun
Oversight Board, the objective of which is the egsion of an opinion regarding the financial staets taken as a whole. Accordingly, we
not express such an opinion.

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

We have previously audited, in accordance with skendards of the Public Company Accounting Ovetsigbard (United States), t
consolidated balance sheet of The Western Uniongaosnas of December 31, 2011, and the related tidated statements of income, ¢
flows, and stockholders' equity/(deficiency) foetlear then ended (not presented herein) and irreport dated February 24, 2012,
expressed an unqualified opinion on those congelilfinancial statements. In our opinion, the infation set forth in the accompany
condensed consolidated balance sheet as of Dec&hb2011, is fairly stated, in all material regsedn relation to the consolidated bals
sheet from which it has been derived.

/sl Ernst & Young LLP
Denver, Colorado
August 2, 2012
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PART II
OTHER INFORMATION

Item 1. Legal Proceedings

On March 20, 2012, the Company was served withdaréé grand jury subpoena issued by the UnitedeStattorney's Office for tt
Central District of California ("USAQO") seeking daments relating to Shen Zhou International ("USrSEbou"), a former Western Uni
agent located in Monterey Park, California. Thengpipal of US Shen Zhou was indicted in 2010 anclisently awaiting trial in U.S. v. Zhi t
Wang (SA CR 1at96, C.D. Cal.). Concurrent with the governmergiwise of the subpoena, the government notifiedGbempany that it is
target of an ongoing investigation into structurargl money laundering. The Company received a sesaopoena from the USAO on May
2012 seeking additional documents relating to U&nSBhou and materials relating to another formeznagThe Company continues
cooperate fully with the government. The Companyrable to predict the outcome of the governmenvestigation, or the possible loss
range of loss, if any, which could be associateith Wie resolution of any possible criminal chargesivil claims that may be brought aga
the Company. Should such charges or claims be htptlge Company could face significant fines, daenagyards or regulatory consequel
which could have a material adverse effect on the@any's business, financial condition and resfltsperations.

In the fourth quarter of 2011, Western Union reediCivil Investigative Demands from certain stateraeys general who have initia
an investigation into whether the Company took ad#g steps to help prevent consumer fraud from 2012011. The Civil Investigati
Demands seek information and documents relatirmptsumer fraud complaints that the Company hasvest@nd the Company's procedt
to help identify and prevent fraudulent transf@&se to the stage of the investigation, the Companynable to predict the outcome of
investigation, or the possible loss or range of Jasany, which could be associated with any pgaestivil claims that might be brought by «
or more of the states. Should such claims be biptigen Company could face significant fines, damagerds, or regulatory consequence
compulsory changes in our business practices,dbald have a material adverse effect on our busjni@sancial condition, and results
operations.

On July 26, 2010, U.F.C.W. Local 1776 & ParticipgtEmployers Pension Fund filed a Verified SharéaoDouble Derivative Compla
and Jury Demand in United States District Court thoe District of Colorado, alleging that the CompanBoard of Directors failed
appropriately oversee the Company's compliancergnogparticularly in regard to the alleged deficies which resulted in the Compar
agreement and settlement with the State of Arizamé other states in early 2010. In addition to mgnthe Company's Board member:
individual defendants, the complaint names the Gomand its subsidiary Western Union Financial Bes; Inc. as nhominal defendants.
complaint seeks damages from the individual defetsdéor breach of fiduciary duty and waste of cogbe assets and an order requi
various corrective measures. On September 10, 28&0Jnited States District Court for the DistridtColorado dismissed the complaint
lack of subject matter jurisdiction. On Septemb&r 2010, the plaintiff re-filed the complaint in kitzopa County Superior Court ifrrizona
The complaint was removed to the United StatesiDistourt for the District of Arizona. On SeptemI®29, 2011, the Court denied Defende
motion to dismiss on jurisdictional grounds. On Braber 15, 2011, the Company and Western Union Eiab8ervices, Inc. filed a Notice
Settlement. The terms of the settlement are séh fiora Memorandum of Understanding attached toNbé&ce of Settlement and inclu
corporate governance changes that the Company astevdd Union Financial Services, Inc. have agreedhéke relating to antione)
laundering monitoring. The Memorandum of Understag@lso indicates that the individual defendargeydany wrongdoing or liability wi
respect to the plaintiff's claims and that thelsetent does not constitute an admission of liabibt wrongdoing by any party. None of
defendants will be required to pay monetary dama@esJune 14, 2012, the Court entered an orderogmy the settlement and requir
Western Union to pay plaintiff approximately $41)0n costs and attorney's fees.

In the second quarter of 2009, the Antitrust Disiof the United States Department of Justice (“DGé&rved one of the Compar
subsidiaries with a grand jury subpoena requestoayments in connection with an investigation imoney transfers, including related fore
exchange rates, from the United States to the DiearinRepublic from 2004 through the date of subpodine Company is cooperating fi
with the DOJ investigation. Due to the stage of itiheestigation, the Company is unable to prediet tlutcome of the investigation, or
possible loss or range of loss, if any, which cdwddassociated with the resolution of any possitiinal charges or civil claims that may
brought against the Company. Should such chargekions be brought, the Company could face sigaifidines, damage awards or regula
consequences which could have a material adveiset eh the Company's business, financial condiiod 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 bissing/hile the results of these legal
proceedings cannot be predicted with certainty,agament believes that the final outcome of thesegadings will not have a material
adverse effect on the Company's results of operatio financial condition.

Iltem 1A. Risk Factors

There have been no material changes to the ristirfadescribed in our 2011 Annual Report on ForaiK1@xcept as described below.
Western Union is the subject of governmental investigations and consent agreements with or enforcement actions by regulators.

In the second quarter of 2009, the Antitrust Diisof the United States Department of Justice (“D@érved one of our subsidiaries v
a grand jury subpoena requesting documents in ationewith an investigation into money transferssliuding related foreign exchange res
from the United States to the Dominican Republ@rfr2004 through the date of subpoena. The Compangaperating fully with the D(
investigation. Due to the stage of the investigative are unable to predict the outcome of thestigation, or the possible loss or range of
if any, which could be associated with the resolutdf any possible criminal charges or civil claithat may be brought against us. Should
charges or claims be brought, we could face sicgnifi fines, damage awards or regulatory conseqeembizh could have a material adve
effect on our business, financial condition andiltssof operations.

On February 11, 2010, we signed an agreement atidnsent, which resolved all outstanding legal essand claims with the State
Arizona and required us to fund a multi-state rotdrofit organization promoting safety and securitgng the United States and Mex
border, in which California, Texas and New Mexiae @articipating with Arizona. The agreement antlleiment also required us to mi
payments to the State of Arizona for its costs @ased with this matter. In addition, as part of igreement and settlement, we have mad
expect to make certain investments in and chargesiit compliance programs along the United StatelsMexico border and a monitor |
been engaged for those programs. The costs ohthestments in our programs and for the monitorexgected to be $23 million over -
period from signing to 2013, pursuant to the teaihthe agreement and settlement; however, actuss docurred for these programs will lik
exceed this amount. The monitor has made a nunilecommendations related to our compliance program

We are in the process of making certain changesit@ompliance program for transactions from thééghStates to Mexico, including:
+ revisions to agent agreements to increase outyatilioversee the compliance of our agents andgsitis

« reduced thresholds at which our consumers arenejto provide identification for transactions fram@rtain states along the Uni
States southwest border; and

« enhancement of our information systems includingrating customer information for our Western Uni@r|andi Valuta and Vig
brands onto a common database and migrating tndastd point of sale system.

Such changes will likely have an adverse effectoan United States to Mexico business. Any additiarteanges that we elect or
required to make in the United States to Mexicaidor, or similar changes that we may elect ordmuired to make in other corridors, cc
have a material adverse effect on our businessnial condition or results of 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@iment of Financial Institutions and the Arizddepartment of Financial Institutiol
relating to the Bank Secrecy Act ("BSA") and amidney laundering requirements and related consudestification matters. The
agreements required us to pay civil penalties artdke certain measures to enhance our compliaitheecordkeeping, reporting, training ¢
agent oversight requirements under applicable statefederal law. The consent agreements with tee Nork Department of Financ
Services and the California Department of Financislitutions were lifted during 2008. However, fireancial services industry and busine:
like ours continue to be under significant fedematl state regulatory scrutiny with respect to ti8ABnd antimoney laundering complian
matters. It is possible that as a result of ped@kiaminations or otherwise, we could be subjedeficiency findings, fines, criminal penalti
asset seizures or enforcement actions that cowlersely affect our business, financial conditiod assults of operations.

In the fourth quarter of 2011, Western Union reediCivil Investigative Demands from certain stateraeys general who have initia
an investigation into whether the Company took ad#g steps to help prevent consumer fraud from 2012011. The Civil Investigati
Demands seek information and documents relatirmptsumer fraud complaints that the Company hasvest@nd the Company's procedt
to help identify and prevent fraudulent transf@&se to the stage of the investigation, the Companynable to predict the outcome of
investigation, or the possible loss or range of Jasany, which could be associated with any pgaestivil claims that might be brought by «
or more of the states. Should such claims be biptigen Company could face significant fines, damagerds, or regulatory consequence
compulsory changes in our business practices thaldchave a material adverse effect on our busjrfédsancial condition, and results
operations.

On March 20, 2012, the Company was served withdaréé grand jury subpoena issued by the UnitedeStattorney's Office for tt
Central District of California (USAO) seeking docents relating to Shen Zhou International (US Shkauf, a former Western Union ag
located in Monterey Park, California. The principdlJS Shen Zhou was indicted in 2010 and is culyeawaiting trial in U.S. v. Zhi He Wai
(SA CR 10496, C.D. Cal.). Concurrent with the governmergtvise of the subpoena, the government notifieddbmpany that it is a target
an ongoing investigation into structuring and mofeyndering. The Company received a second subpioemathe USAO on May 18, 20
seeking additional documents relating to US SheouZénd materials relating to another former agéheé Company continues to coope
fully with the government. The Company is unabl@tedict the outcome of the government's investigabr the possible loss or range of |
if any, which could be associated with the resolutof any possible criminal charges or civil claitigt may be brought against
Company. Should such charges or claims be brodlgatCompany could face significant fines, damageardw or regulatory consequen
which could have a material adverse effect on the@any's business, financial condition and resfltsperations.

51




Table of Contents

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information about tBempany's repurchases of shares of the Companyimon stock during the secc

quarter of 2012:
Remaining Dollar
Total Number of Shares Value of Shares that
Total Number of Repurchased as Part of May Yet Be Repurchased
Shares Average Price Publicly Announced Under the Plans or
Repurchased* Paid per Share Plans or Programs** Programs (in millions)
April 1 - 30 1,135,500 $ 18.0¢ 1,132,94. $ 448.:
May 1 - 31 4,276,89 $ 17.1¢ 4,276,89 $ 375.(
June 1 - 30 4,222,631 $ 16.2¢ 4,221,15' $ 306.2
Total 9,635,03. $ 16.87 9,631,00!
* These amounts represent both shares authorizdwelBdard of Directors for repurchase under a plybionounced plan, as descri
below, as well as shares withheld from employeeot@r tax withholding obligations on restrictedcit units that have vested.
*x On February 1, 2011, the Board of Directors autgati$1 billion of common stock repurchases throDghember 31, 2012, of whi

$306.3 million remains available as of June 30,2Management has historically and may continuestablish prearranged writ
plans pursuant to Rule 10b5-1. A Rule 1db®an permits the Company to repurchase shargsnas when the Company n
otherwise be prevented from doing so, providedplhe is adopted when the Company is not aware ¢émadnonpublic information

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 5. Other Information

None.

Item 6. Exhibits

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

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdé¢iport to be signed on its behalf by
the undersigned thereunto duly authorized.

The Western Union Company
(Registrant)

Date: August 2, 2012 By: /sl HIKMET ERSEK
Hikmet Ersek

President and Chief Executive Officer
(Principal Executive Officer)

Date: August 2, 2012 By: /sl ScoTT T. SCHEIRMAN
Scott T. Scheirman

Executive Vice President, Chief
Financial Officer and Global Operations
(Principal Financial Officer)

Date: August 2, 2012 By: /s/ AMINTORE T.X. SCHENKEL
Amintore T.X. Schenkel

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

Exhibit

Number Description

3.1 Amended and Restated Certificate of Incorporatiohhe Western Union Company, as filed with the 8ty of State of the
State of Delaware on May 23, 2012 (filed as ext8bitto the Company's Current Report on Form 8lédfon May 25, 2012
and incorporated herein by reference thereto).

3.2 Amended and Restated Bylaws of The Western Uniang2my, as amended as of May 23, 2012 (filed ad@&® to the
Company's Current Report on Form 8-K filed on May 2012 and incorporated herein by reference tbgret

10.1 The Western Union Company 2006 Long-Term Incerfila, as amended and restated on February 23,82l éatified by the
Company's stockholders on May 23, 2012 and asdugmended and restated on July 19, 2012.*

12 Computation of Ratio of Earnings to Fixed Charges

15 Letter from Ernst & Young LLP Regarding Unauditederim Financial Information

311 Certification of Principal Executive Officer of TM¢estern Union Company Pursuant to Rule 13a-14{d¢uthe Securities
Exchange Act of 1934

31.2 Certification of Principal Financial Officer of Th&estern Union Company Pursuant to Rule 13a-14{d¢uthe Securities
Exchange Act of 1934

32 Certification of Principal Executive Officer andifipal Financial Officer Pursuant to Section 138@hapter 63 of Title 18 of
the United States Code

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutne

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen

* Management contracts and compensatory plans madgements required to be filed as exhibits purstaltem 6 of this report.

55



THE WESTERN UNION COMPANY
2006 LONG-TERM INCENTIVE PLAN
( As Amended and Restated on July 19, 2012)

l. INTRODUCTION
11 Purposes. The purposes of The Western Union Company 2006 {I@rg Incentive Plan, as amended and restatedlpri9u
2012, (the “Plan”) are (i) to advance the interet§he Western Union Company (the "Company") liyaating and retaining high caliber
employees, and other key individuals who performises for the Company, a Subsidiary or an Afféiatii) to align the interests of the
Company's stockholders and recipients of awardstiis Plan by increasing the proprietary intecgstuch recipients in the Company's
growth and success and (jii) to motivate awardpieaits to act in the long-term best interests ef@ompany and its stockholders.
1.2 Definitions .

“2006 LTIP " shall mean The Western Union Company 2006 Long-Tiaoantive Plan as adopted on September 28, 2066rsty
Data in its capacity as the sole stockholder ofGhenpany.

“ Affiliate " shall mean any entity of which the Company ownsantrols, directly or indirectly, less than 50% lbtifeast 20% of tt
outstanding shares of stock normally entitled tevior the election of directors (or comparableiggparticipation and voting power).

“ Agreement " shall mean the written agreement evidencing ancWwareunder between the Company and the recipiesutot awar
and shall include any terms and conditions that agpty to such award.

“Board " shall mean the Board of Directors of the Company.
“Bonus Stock” shall mean shares of Common Stock that are noesuty a Restriction Period or Performance Measures

“ Bonus Stock Award” shall mean an award of Bonus Stock.

“ Bonus Stock Unit ” shall mean the right to receive one share of Com@&umtk that is not subject to a Restriction Perig
Performance Measures.

“ Bonus Stock Unit Award ” shall mean an award of Bonus Stock Units underRlas.

“ Cause” shall mean the willful and continued failure to stamtially perform the duties assigned by the Camwipa Subsidiary or
Affiliate (other than a failure resulting from tlavard recipient's Disability), the willful engagifrg conduct which is demonstrably injuriou:
the Company, a Subsidiary or an Affiliate (monéyaor otherwise), any act of dishonesty, the consinis of a felony, the continued failure
meet performance standards, excessive absentewisnsjgnificant violation of any statutory or commlaw duty of loyalty to the Company
Subsidiary or an Affiliate.

“ Change in Control ” shall mean:

i. the acquisition by any individual, entity or giw (a “_Persori), including any “person” within the meaning of Gien 13(d)
(3) or 14(d)(2) of the Exchange Act, of benefi@alnership within the meaning of Rule 13gromulgated under the Exchange Act, of 35'
more of either (i) the then outstanding sharesoafirmon stock of the Company (the “ Outstanding Comi&tock”) or (i) the combined votir
power of the then outstanding securities of the @amy entitled to vote generally in the electiondifectors (the “Outstanding Votin
Securities”); excluding, however, the following: (A) any acquisit directly from the Company (excluding any acdiga resulting from th
exercise of an exercise, conversion or exchangégme unless the security being so exercised, edest or exchanged was acquired dire
from the Company), (B) any acquisition by the Compa(C) any acquisition by an employee benefit plan related trust) sponsored
maintained by the Company or any

'The Western Union Company 2006 Lofigrm Incentive Plan was amended and restated Fgb23a 2012 and ratified by the Company's stockéddon May 23, 2012 a
further amended and restated on July 19, 2012.




corporation controlled by the Company or (D) anguasition by any corporation pursuant to a trarisacivhich complies with clauses (i), (
and (iii) of subsection (c) of this definition; ptided further, that for purposes of clause (B)aiify Person (other than the Company or
employee benefit plan (or related trust) sponsarechaintained by the Company or any corporatiortrotied by the Company) shall becao
the beneficial owner of 35% or more of the OutstagdCommon Stock or 35% or more of the Outstandinting Securities by reason of
acquisition by the Company, and such Person sifédl; such acquisition by the Company, become #émeficial owner of any additional she
of the Outstanding Common Stock or any additionals@nding Voting Securities and such beneficiahewship is publicly announced, si
additional beneficial ownership shall constitut€lzange in Control;

ii. The cessation of individuals, who constitute oard (the “ Incumbent Boafyl as of the date this Plan is adopted by
Board, to constitute at least a majority of suchumbent Board; provided that any individual who draes a director of the Comps
subsequent to the date this Plan is approved byBtderd whose election, or nomination for electigntbe Company's stockholders, 1
approved by the vote of at least a majority of divectors then comprising the Incumbent Board shaldleemed a member of the Incum
Board; and provided further, that any individualomvas initially elected as a director of the Compas a result of an actual or threate
solicitation by a Person other than the Board Fa& purpose of opposing a solicitation by any otRerson with respect to the electior
removal of directors, or any other actual or theeatl solicitation of proxies or consents by or ehdf of any Person other than the Board
not be deemed a member of the Incumbent Board;

iii. the consummation of a reorganization, merger osalitiation or sale or other disposition of all abstantially all of th
assets of the Company (a “ Corporate Transadjioexcluding, however, a Corporate Transaction pursteewhich (i) all or substantially all
the individuals or entities who are the beneficaers, respectively, of the Outstanding CommorrtiSend the Outstanding Voting Securi
immediately prior to such Corporate Transactiorl éneficially own, directly or indirectly, moreah 50% of, respectively, the outstanc
shares of common stock, and the combined votingep@ivthe outstanding securities entitled to vataegally in the election of directors, as
case may be, of the corporation resulting from fDotporate Transaction (including, without limitati a corporation which as a result of ¢
transaction owns the Company or all or substagtiall of the Company's assets either directly adirgctly) in substantially the sai
proportions relative to each other as their owriprsmmediately prior to such Corporate Transactiointhe Outstanding Common Stock
the Outstanding Voting Securities, as the case beay(ii) no Person (other than: the Company; anpleyee benefit plan (or related tru
sponsored or maintained by the Company or any catipa controlled by the Company; the corporati@sulting from such Corpor:
Transaction; and any Person which beneficially alym@mediately prior to such Corporate Transactiirectly or indirectly, 35% or more
the Outstanding Common Stock or the OutstandingngoBecurities, as the case may be) will beneficiavn, directly or indirectly, 35%
more of, respectively, the outstanding shares afrnon stock of the corporation resulting from sudrgorate Transaction or the combi
voting power of the outstanding securities of scatporation entitled to vote generally in the dtatiof directors and (iii) individuals who we
members of the Incumbent Board will constituteeatst a majority of the members of the board ofctlims of the corporation resulting fri
such Corporate Transaction; or

iv. the consummation of a plan of complete liquiolator dissolution of the Company.

“ Code " shall mean the United States Internal Revenue @ddE986, as amended, and the rules and regulapomsulgate
thereunder.

“ Committee ” shall mean the Compensation and Benefits Committeélee Board or its delegate, or any other committemprise
entirely of “non-employeetlirectors within the meaning of Section 16 of theltange Act that the Board may designate to adieinikis Plar

“ Common Stock” shall mean the common stock of the Company.
“ Company " has the meaning specified in Section 1.1.

“ Corporate Transaction ” shall have the meaning set forth in the definibdiChange in Control” in this Section 1.2.

Disability " shall mean the inability of the holder of an awsrgerform substantially such holder's duties agbonsibilities due

a physical or mental condition (i) that would detguch holder to benefits under the Company's Lbergn Disability Plan (or similar disabili
plan of the Company, a Subsidiary or an Affiliatewhich such holder is a participant) or if the Qoittee deems it relevant, any disab
rights provided as a matter of local law or (ii)sifich holder is not eligible for lortgrm disability benefits under any plan sponsorgedha
Company, a Subsidiary, or an Affiliate, that woudd, determined by the Committee, entitle such mdllbenefits under the Company's Long-
Term Disability Plan if such holder were eligibleetefor. In the case of Incentive Stock Options, tifrm “Disability” shall have the sar
meaning as “Permanent and Total Disability” as secin is defined in this Section 1.2.




“ Employee Matters Agreement” shall mean the agreement entered into by the Coyrguach First Data as of September 29, 2006.

“ Exchange Act” shall mean the United Stat&ecurities Exchange Act of 1934, as amended, aadrdles and regulatio
promulgated thereunder.

“ Fair Market Value " shall mean the closing price of a share of ComntorkSas reported on the New York Stock Exchangeing
on a “when issuedbasis or in the New York Stock Exchange Composita3actions, as the case may be, on the datevasiaf such value
being determined; provided, however, that if thehall be no reported transactions for such date, Market Value shall be based on
appropriate closing price on the next preceding @@t which transactions were reported; and praVidether that if Fair Market Value for a
date cannot be so determined, Fair Market Valué beadetermined by the Committee by whatever meanmsethod as the Committee, in
good faith exercise of its discretion, shall attsditne deem appropriate. Notwithstanding the pregedentence, solely for purposes
determining an award holder's tax payment obligationder Section 5.5, in lieu of the definition Fedir Market Value in the precedi
sentence, the Committee may determine that Faik&lavalue shall mean the average of the high amdtlansaction prices of a share
Common Stock as reported in the New York Stock Brge Composite Transactions on the date as of vehich value is being determined
if there shall be no reported transactions for sietle, on the next preceding date for which tratimas were reported.

“ Family Entity " shall mean a trust in which one or more Family Mersthave more than fifty percent of the benefititdrest,
foundation in which the award holder and/or onenore Family Members control the management of assad any other entity in which
award holder and/or one or more Family Members one than fifty percent of the voting interests.

“ Family Member ” shall mean an award holder's spouse, parent, ctédchild, grandchild, sibling, mother or fathe#aw, son o
daughter-in-law, stepparent, grandparent, formeuse, niece, nephew or brother or sistelaim; including adoptive relationships, or i
person sharing the award holder's household (thla@ra tenant or employee).

“ First Data ” shall mean First Data Corporation, including angssdiary or affiliate thereof. A subsidiary of Rif@ata Corporatic
shall mean any entity of which First Data Corpanatowns or controls, directly or indirectly, 50% raore of the outstanding shares of s
normally entitled to vote for the election of ditexs (or comparable equity participation and votpower). An affiliate of First Da
Corporation shall mean any entity of which Firstt®&orporation owns or controls, directly or indifg, less than 50% of the outstanc
shares of stock normally entitled to vote for thexton of directors (or comparable equity partatipn and voting power).

“ Incentive Stock Option ” shall mean an option to purchase shares of Comrmrk $hat meets the requirements of Section 4.
the Code, or any successor provision, which isee by the Committee to constitute an IncentivelSOption.

“Incumbent Board " shall have the meaning set forth in the definibéfiChange in Control” in this Section 1.2.

“ Mature Shares” shall mean previouslgequired shares of Common Stock for which the hrdldereof has good title, free and ¢
of all liens and encumbrances and which such hadker (i) has held for at least six months gri{as purchased on the open market.

"Non -Employee Director" shall mean a member of the Board who is not an @yepl of the Company or any Subsidiary or Affiliate.

“ Nonqualified Stock Option ” shall mean an option (including a Purchased Stopto@) to purchase shares of Common S
which is not an Incentive Stock Option.

“ Qutstanding Common Stock” shall have the meaning set forth in the definitidriChange in Control” in this Section 1.2.

“ Qutstanding Voting Securities” shall have the meaning set forth in the definitériChange in Control” in this Section 1.2.

“ Performance Grant " shall mean an award conferring a right, continggiin the attainment of specified Performance Mea
within a specified Performance Period, to receivaras of Common Stock, Restricted Stock, Restritedk Units, cash, or any combinai
thereof, as determined by the Committee or as agelkin the Agreement relating to such Perform&sraat.




“ Performance Measures” shall mean the criteria and objectives that magdiablished by the Committee, which must be satii
met (i) as a condition to the exercisability of @lla portion of a Stock Option or SAR, (ii) asandition to the grant of a Stock Award or |
during the applicable Restriction Period or Perfance Period as a condition to the holder's receighe case of a Stock Award, of the sh
of Common Stock subject to such award and/or ofrgant with respect to such award, or, in the case Pérformance Grant, of the share
Common Stock, Restricted Stock or Restricted Stdokts subject to such award and/or of payment wepect to such award. Such crit
and objectives may include one or more of the foihg: the attainment by a share of Common Stocla abecified value within or for
specified period of time, earnings per share, egsibefore interest expense and taxes, earningsebefterest, taxes, depreciation,
amortization (“EBITDA”"), growth in EBITDA, return to stockholders (includidgvidends), total shareholder return, return ouitgg earnings
revenues, growth in revenues, cash flow or cosiagah goals, operating income, pretax return dal toapital, economic value added, or
combination of the foregoing. Such criteria andeshijves may relate to results obtained by the idd&i, the Company, a Subsidiary,
Affiliate, or any business unit or division thereafr may apply to results obtained relative to ac#ir industry or a specific index. If t
Committee desires that compensation payable pursiwamny award subject to Performance Measures dualified performancéase:
compensationWithin the meaning of Section 162(m) of the Codie, Performance Measures (i) shall be establisheétdldoZommittee no lat
than the end of the first quarter of the PerforneaReriod or Restriction Period, as applicable gohsother time designated by the United S
Internal Revenue Service) and (ii) shall satisfyottier applicable requirements imposed under dréateslreasury Regulations promulga
under Section 162(m) of the Code, including theunement that such Performance Measures be statéztrns of an objective formula
standard.

“ Performance Period ” shall mean any period designated by the Committespecified in an Agreement during which
Performance Measures applicable to a PerformanaetGhall be measured.

“ Permanent and Total Disability " shall have the meaning set forth in Section 22je){3he Code or any successor thereto.

“Person” shall have the meaning set forth in the definitdiChange in Control” set forth in this Sectior21.
“Plan " shall have the meaning set forth in Section 1.1.

“ Plan Share Limit " shall have the meaning set forth in Section 1.5.

“ Post-Termination Exercise Period” shall mean the period specified in or pursuantdctisn 2.3(a), Section 2.3(b), Section 2.
or Section 2.3(e) following termination of employmavith or service to the Company during which acBtOption or SAR may be exercised.

“ Purchased Stock Option” shall mean a Nonqualified Stock Option that is doleéligible individuals at a price determined by
Committee, has an exercise price equal to the Maiket Value of the Common Stock subject to suabclStOption on the date such St
Option is sold to the eligible individual, and caims such additional terms and conditions as thar@ittee deems appropriate.

“ Related Employment” shall mean the employment or performance of sesvigean individual for an employer that is neittie
Company nor a Subsidiary nor an Affiliate, providadt (i) such employment or performance of sewiseundertaken by the individual at
request of the Company, a Subsidiary or an Afgligii) immediately prior to undertaking such emptent or performance of services,
individual was employed by or performing service flle Company, a Subsidiary, or an Affiliate or veamjaged in Related Employment
(i) such employment or performance of servicegithe best interests of the Company as deterntayettie Committee and is recognizec
the Committee, in its discretion, as Related Emplegt. The death or Disability of an individual as for her involuntary termination
employment during a period of Related Employmerdlishe treated, for purposes of this Plan, as & tieath, Disability or involunta
termination had occurred while the individual waspdoyed by or performing services for the Compangubsidiary or an Affiliate.

“ Replacement and Substitute Award” shall mean a Stock Option, Restricted Stock AwardRestricted Stock Unit Award gran
in connection with the spionff of the Company to certain current and formeptayees and directors of First Data pursuant taen@s of th
Employee Matters Agreement.

“ Restricted Stock” shall mean shares of Common Stock which are sutijecRestriction Period.

“ Restricted Stock Award " shall mean an award of Restricted Stock underftas.




“ Restricted Stock Unit " shall mean the right to receive one share of Com8tonk or the Fair Market Value thereof in cashijch
shall be contingent upon the expiration of a spetiRestriction Period and subject to such additioastrictions as may be contained in
Agreement relating thereto. The Committee shaltépén the Agreement whether a Restricted Stoclt Bmvard shall be payable in Comrr
Stock, cash, or any combination thereof.

“ Restricted Stock Unit Award ” shall mean an award of Restricted Stock Units uttdsrPlan.

“ Restriction Period " shall mean any period designated by the Committemg which (i) the Common Stock subject to a Retsc
Stock Award may not be sold, transferred, assigpktiged, hypothecated or otherwise encumberedsposkd of, except as provided in
Plan or the Agreement relating to such award dth@ vesting conditions applicable to a Restri&éack Unit Award shall remain in effect.

“ Retirement ” shall mean an employee's termination of employmeétit or service to the Company (other than a teatidm by
reason of death or Disability or for Cause) on feera(i) age 65, or (ii) age 55, provided the enygle has completed at least 10 Yeal
Service.

“ SAR " shall mean the right to receive, upon exercisereshaf Common Stock (which may be Restricted Stockyh or
combination thereof with an aggregate value equéteé excess of the Fair Market Value of one shd@ommon Stock on the date of exer
over the base price of such SAR, multiplied byribenber of such SARs which are exercised.

“ Stock Award " shall mean a Restricted Stock Award, a RestrictedkSUnit Award, a Bonus Stock Award or a Bonusc8ttnit
Award.

Stock Option ” shall mean a Nonqualified Stock Option or an Inisen§tock Option.

“ Subsidiary " shall mean any entity of which the Company ownsamntrols, directly or indirectly, 50% or more ofetloutstandin
shares of stock normally entitled to vote for thexton of directors (or comparable equity partatipn and voting power).

“ Tax Date " shall have the meaning set forth in Section 5.5.

“Ten Percent Holder” shall have the meaning set forth in Section 2.1(a).

“ Years of Service” shall mean (i) the number of years of service ¢eedio an individual under the Company's Incendawing:
Plan ("ISP") or (ii) if the individual is not eligle to participate in the ISP, the number of suahividual's years of service, computed as
individual had been eligible to participate in 1% while employed by the Company or a Subsidiprgyided, however, that unless othery
provided in the Agreement, the computed number ezfry of service shall not include any period ofiradividual's employment with
Affiliate.

1.3. Administration . This Plan shall be administered by the Committdee Tommittee may grant any one or a combinatiotihe
following awards under this Plan to eligible persofi) Stock Options (in the form of Nonqualifiedo8k Options or Incentive Stock Optior
(i) SARs, (iii) Restricted Stock Awards, (iv) Rested Stock Unit Awards, (v) Bonus Stock Awardsi) (Bonus Stock Unit Awards a
(vii) Performance Grants.

The Committee shall, subject to the terms of tHanPselect eligible persons for participation fistPlan and determine the fo
amount and timing of each award to such persoesgxkrcise price or base price associated witlawaed, the time and conditions of exer
or settlement of the award and all other termseordiitions of the award, including, without limitat, the form of the Agreement evidenc
the award.

The Committee shall, subject to the terms of thé Pinterpret this Plan and the application thgrestablish, amend and revoke r
and regulations it deems necessary or desirabléhnéoadministration of this Plan, adopt qulbns applicable to specific Subsidiaries, Affis
or locations and may impose, incidental to the godimn award, conditions with respect to the awauth as limiting competitive employm
or other activities to the extent permitted underal law. The Committee may require, as a conditthe issuance, exercise, settleme;
acceptance of an award under this Plan, that tleedavecipient agree to mandatory arbitration ttdeseiny disputes relating to such award.
such interpretations, rules, regulations and c@nditshall be final, binding and conclusive.

In exercising its power and authority hereundethwigéspect to Replacement and Substitute Awards bgldurrent and form
employees (other than Business Employees, as suwhig defined in the Employee Matters Agreemend)) directors of




First Data (and their respective transferees), Goenpany shall (i) act in good faith and (ii) coagter with and give due regard to .
information provided by First Data. In addition,tivirespect to such Replacement and Substitute Ay#nd Company shall not, without
prior written consent of the First Data Compensa@mmmittee, take any discretionary action to arede vesting of any such awards.

To the extent permitted by applicable law, the Cattaa may delegate some or all of its power andharity hereunder to anott
entity or committee, a member of the Board, or onenore officers of the Company as the Committeenteappropriatgyrovided, howeve
that the Committee may not delegate its power artkoaity to another entity or committee, a membiethe Board, or one or more officers
the Company with regard to (i) the grant of an aluMarany person who is a “covered employedhin the meaning of Section 162(m) of
Code or who, in the Committee's judgment, is likedybe a covered employee at any time during th@gen award hereunder to s
employee would be outstanding, (ii) the selectimngfarticipation in this Plan of an officer or othgerson subject to Section 16 of the Exchi
Act or decisions concerning the timing, pricingasnount of an award to such an officer or other gerand (iii) any decision regarding
impact of a Change in Control on awards issued utigePlan.

No member of the Committee, and no entity, commjttaember of the Board or officer to whom the Cotteri delegates any of
power and authority hereunder, shall be liabledfioy act, omission, interpretation, constructiordetermination made in connection with
Plan in good faith, and the members of the Commitged such entities, committees, members of thedBoa officers shall be entitled
indemnification and reimbursement by the Companydspect of any claim, loss, damage or expensdudimg attorneys' fees) arisi
therefrom to the full extent permitted by law.

A majority of the Committee shall constitute a quar The acts of the Committee shall be eitherdi¥ af a majority of the memb:
of the Committee present at any meeting at whigu@um is present or (ii) acts approved in writmgall of the members of the Commit
without a meeting.

1.4, Eligibility . All employees of the Company, Subsidiaries andliatiés and other individuals who perform serviaastie
Company, a Subsidiary or an Affiliate are eligilbereceive awards under this Plan, as the Comniiitée sole discretion may select from ti
to time. In connection with the spin-off of the Cpamy, certain current and former employees anddire of First Data will receive
Replacement and Substitute Awards. The Commitsedéstion of a person to participate in this Plaarg time shall not require the Commi
to select such person to participate in this Pteang other time.

1.5. Shares Available.

(@) _Plan Share Limit Subject to adjustment as provided in Section 520,000,000 shares of Common Stock shall be dle
under this Plan (the “Plan Share Limit").

(b) _Deductions Shares of Common Stock subject to Stock OptioisSARSs shall apply against and reduce the PlaneShanit as
one share for every one share subject theretoeSlmdiICommon Stock subject to Stock Awards andoRegnce Grants shall apply against
reduce the Plan Share Limit as one share for emeeyshare subject thereto or payable pursuanttthemovided, however, that if and dur
any period when more than 30,000,000 of the shafr€ommon Stock available under the Plan Sharetlamd subject to Stock Awards ¢
Performance Grants, the remaining shares of Conftack available under the Plan Share Limit shaltdgkiced by three shares for every
share awarded pursuant to Stock Awards and Perfaen@rants in excess of 30,000,000 of the PlaneSharit. Dividend equivalents paid
cash with respect to awards shall not apply againstduce the Plan Share Limit.

(c) IncreasesThe Plan Share Limit, as reduced pursuant toi@e&t5(b), shall be increased (but not above timaber of shares «
forth in Section 1.5(a)) by shares of Common Stadiject to an outstanding award that are not issueldlivered by reason of the expirat
termination, cancellation or forfeiture of such asarhe Plan Share Limit shall not be increasedipghares of Common Stock deliverec
withheld to pay all or a portion of the exerciseerof an award, (ii) shares of Common Stock deéideor withheld to satisfy all or a portion
the tax withholding obligations relating to an adiaiii) shares subject to a SAR that is exerciseldether or not shares of Common Stocl
issued to the Participant upon exercise of the SKRiy) shares of Common Stock that are repurahéyethe Company with the proceeds f
the exercise of an award. Increases in the PlaneShimit pursuant to this Section 1.5(c) shall bad® in a manner consistent with the |
Share Limit deductions in effect at the time sundréase occurs under Section 1.5(b).

(d) Performanckased Compensatioriro the extent necessary for an award to be dgedlgerformancdrased compensation un
Section 162(m) of the Code, the maximum aggregateber of shares of Common Stock with respect tacvi@tock Options, SARs, Stc
Awards or Performance Grants may be issued to radiyidual during a calendar year shall be twadf-of one percent of the total numbe
outstanding shares of Common Stock of the Comparof the preceding




December 3T'. The maximum amount of cash payable during a dalegearto any person in connection with a Performance Gshall b
$8,000,000.

(e) _Source of SharesShares of Common Stock shall be made availalole fauthorized but unissued shares, treasury s
reacquired shares, or any combination thereof.

1.6. Employment . Unless otherwise expressly provided herein, refazgno "employment” with the Company or "employmwith
or service to the Company" shall mean the employmétih or service to the Company, a Subsidiary wrAdfiliate, including transfers
employment between the Company, a Subsidiary ariffdiate, approved leaves of absence, and Rel&@gloyment.

Il. STOCK OPTIONS AND STOCK APPRECIATION RIGHTS

2.1. Stock Options. The Committee may, in its discretion, grant Stogiti@ns to such eligible persons as may be selduyethe
Committee. An Incentive Stock Option may not benggd to any person who is not an employee of thegamy or any parent or subsidiary
defined in Section 424 of the Code). Each IncenBitexk Option shall be granted within ten yearthefdate this Plan is adopted by the Bc
To the extent the aggregate Fair Market Value (dateed as of the date of grant) of shares of Com®imtk with respect to which optic
designated as Incentive Stock Options are exereidabthe first time by a participant during anglendar year (under this Plan or any c
plan of the Company, or any parent or subsidiargiedimed in Section 424 of the Code) exceeds theuatn(currently $100,000) establishec
the Code, such options shall constitute Nonqualiéock Options.

Stock Options shall be subject to the followingmerand conditions and shall contain such addititeahs and conditions, r
inconsistent with the terms of this Plan, as then@ittee shall deem advisable:

(@) Number of Shares and Purchase Pridde number of shares of Common Stock subject &togk Option shall t
determined by the Committee. Tharchase price per share of Common Stock purchasgddn exercise of a Stock Option shall not be
than 100% of the Fair Market Value of a share om@mn Stock on the date of grant of such Stock @ptpovided, however, that if
Incentive Stock Option shall be granted to any @ensho, at the time such Incentive Stock Optiogrsnted, owns capital stock posses
more than ten percent of the total combined vopioger of all classes of capital stock of the Conyp@m of any parent or subsidiary as defi
in Section 424 of the Code) (a “ Ten Percent Holjlethe purchase price per share of Common Stock bhalie price (currently 110% of F
Market Value) required by the Code in order to ¢itue an Incentive Stock Option.

(b) Option Period and ExercisabilityThe period during which a Stock Option may bereised shall be determined by
Committee; provided, however, that no Stock Op8ball be exercised later than ten years afterdte df grant; provided further, that if
Incentive Stock Option shall be granted to a Tercé&t® Holder, such Incentive Stock Option shall m®texercised later than five years afte
date of grant. The Committee may, in its discretestablish Performance Measures which shall bigfigat or met as a condition to the grar
a Stock Option or to the exercisability of all gp@rtion of a Stock Option. The Committee shalkdetine whether a Stock Option shall bec
exercisable in cumulative or namulative installments and in part or in full atyaime. An exercisable Stock Option, or portioeréof, ma
be exercised only with respect to whole sharesamhi@on Stock.

(©) Method of Exercise A Stock Option may be exercised (i) by giving téem notice to the Company specifying the nur
of whole shares of Common Stock to be purchasedcaaodmpanied by payment therefor in full (or aremgnt made for such payment to
Company's satisfaction) either (A) in cash, (B)d&livery (either actual delivery or by attestatimmocedures established by the Compan
Mature Shares having an aggregate Fair Market Valetermined as of the date of exercise, equdidapgregate purchase price payab
reason of such exercise, (C) except as may belptetiiby applicable law, in cash by a broklealer acceptable to the Company to whon
optionee has submitted an irrevocable notice ofase, or (D) by a combination of (A) and (B), inoh case to the extent set forth in
Agreement relating to the Stock Option, and (ii)dxecuting such documents as the Company may rablgorequest. Any fraction of a sh
of Common Stock which would be required to pay spaithase price shall be disregarded and the rémgagmount due shall be paid in ¢
by the optionee. No certificate or other indiciao@fnership representing Common Stock shall be eediy until the full purchase price there
and any withholding taxes thereon, as describe8eotion 5.5, have been paid (or arrangement madsufth payment to the Compat
satisfaction).

(d) Minimum Vesting Period Except as provided in this subsection or as wtiserprovided under the Plan, no Stock Og
award may become exercisable in full until threargerom the date such Stock Option was grantednanportion of a Stock Option aw:
may become exercisable until one year from the siath Stock Option was granted. The limitations of




the preceding sentence shall not apply in the ofse Stock Option that becomes exercisable as waltret the attainment of a specifi
Performance Measure or in the case of a Stock @manted as an employee recognition award, atreteaward, or to a NoEmployet
Director or a newly hired employee; provided thatept for a Stock Option granted to a NBmployee Director or as otherwise providec
under the Plan no portion of any such Stock Opti@y become exercisable until six months from thte tlze Stock Option was granted.
exceptions in the preceding sentence to the geméniinum vesting provisions of this subsection estthan the exceptions applyingto a S
Option granted to a NoBmployee Director or that becomes exercisable @Esalt of the attainment of a specified Performal@asure, al
intended to be applied only in special circumstaraedetermined by the Committee (or its delegate).

(e) Repricing and DiscountingSubject to Section 5.7, the repricing or discoynbf Stock Options is expressly disalloy
under this Plan.

2.2 Stock Appreciation Rights. The Committee may, in its discretion, grant SARsuoh eligible persons as may be selected
Committee.

SARs shall be subject to the following terms andditions and shall contain such additional termd eonditions, not inconsiste
with the terms of this Plan, as the Committee sthedim advisable:

@) Number of SARs and Base Pric€he number of SARs subject to an award shalldterchined by the Committee. 1
base price of an SAR shall not be less than 100#&teoFair Market Value of a share of Common Statkhe date such SAR is granted.

(b) Exercise Period and Exercisabilitfhe Agreement relating to an award of SARs stpadcify whether such award may
settled in shares of Common Stock (including shafeRestricted Stock) or cash or a combinationgb&rThe period for the exercise of
SAR shall be determined by the Committee; providedyever, that no SAR shall be exercised later tearyears after its date of grant.
Committee may, in its discretion, establish Perimnge Measures which shall be satisfied or metamdition to the grant of an SAR or to
exercisability of all or a portion of an SAR. The@mittee shall determine whether an SAR may becisext in cumulative or nocamulative
installments and in part or in full at any time. Arercisable SAR, or portion thereof, may be eseationly with respect to a whole numbe
SARs. If an SAR is exercised for shares of RestticBtock, a certificate or certificates or othedidgia of ownership representing s
Restricted Stock shall be issued in accordance 3éittion 3.2(c) and the holder of such RestrictedkSshall have such rights of a stockhao
of the Company as determined pursuant to Sectidfd)3.Prior to the exercise of an SAR for share€ommon Stock, including Restric
Stock, the holder of such SAR shall have no rigista. stockholder of the Company with respect tstizges of Common Stock subject to ¢
SAR and shall have rights as a stockholder of th@any in accordance with Section 5.10.

(c) Method of Exercise An SAR may be exercised (i) by giving written icetto the Company specifying the whole nun
of SARs which are being exercised and (ii) by exagusuch documents as the Company may reasonadphest.

(d) Minimum Vesting Period Except as provided in this subsection or as atiser provided under the Plan, no SAR av
may become exercisable in full until three yeaorfithe date such SAR was granted and no portien®AR award may become exercis.
until one year from the date such SAR was grantld.limitations of the preceding sentence shallapgtly in the case of a SAR that beco
exercisable as a result of the attainment of aiipederformance Measure or in the case of a SfdRtgd as an employee recognition awa
retention award, or to a Non-Employee Director oewaly hired employee; provided that except forrd&RQyranted to a Notmployee Directc
or as otherwise provided for under the Plan noipomf any such SAR may become exercisable untingdnths from the date the SAR \
granted. The exceptions in the preceding sentemdbet general minimum vesting provisions of thikssction, other than the excepti
applying to a SAR granted to a N&mployee Director or that becomes exercisable eesalt of the attainment of a specified Perform
Measure, are intended to be applied only in spetia@imstances as determined by the Committeaqalelegate).

(e) Repricing and DiscountingSubject to Section 5.7, the repricing or discougnbf SARs is expressly disallowed under
Plan.
2.3. Termination of Employment or Service.

(a) Disability. Unless otherwise specified in the Agreementhéf €mployment with or service to the Company ofttbkle

of a Stock Option or SAR terminates by reason cfability, each Stock Option and SAR held by suchié¢roshall become fully vested ¢
exercisable and may thereafter be exercised by kaicier (or such holder's legal representativeimilar person) until the date which is ¢
year after the effective date of such holder's teation of employment or service, or if earlieretbxpiration date of the term of such Si
Option or SAR.




(b) Retirement

0] Stock Options and SARs Granted on and afteudsn31, 2011 Effective for Stock Options and SARs grat
under the Plan on and after January 31, 2011, sinerwise specified in the Agreement, if the emplent with or service to t
Company of the holder of a Stock Option or SAR ieates by reason of Retirement, each Stock OptichSAR held by such hold
to the extent not already vested, shall vest oroeafed basis on the effective date of the holdertsination of employment or servi
Such prorated vesting shall be calculated on atgnggrant basis by multiplying the unvested portioreath such Stock Option ¢
SAR award by a fraction, the numerator of whickhis number of days that have elapsed between #m date and the effective d
of the holder's termination of employment or sesvand the denominator of which is the number osdatween the grant date and
date the Stock Option or SAR award would have becdafly vested and exercisable had the holder eaninhated his or h
employment or service. Unless otherwise specifiethe Agreement, a vested Stock Option and SAR hglduch holder may
exercised by the holder (or such holder's legalesgntative or similar person) until the date whgtwo years after the effective d
of such holder's termination of employment or sagybr if earlier, the expiration date of the tesfisuch Stock Option or SAR.

(i) Stock Options and SARs Granted Prior to Japudr, 2011 Effective for Stock Options and SARs granted u
the Plan prior to January 31, 2011, unless otherajeecified in the Agreement, if the employmenhwat service to the Company
the holder of a Stock Option or SAR terminates egson of Retirement, each Stock Option and SAR hglduch holder shi
continue to vest in accordance with its terms, tanithe extent vested, may thereafter be exercigeibh holder (or such holder's le
representative or similar person) until the datéctvlis four years after the effective date of sholder's termination of employment
service, or if earlier, the expiration date of taam of such Stock Option or SAR.

(c) Death. Unless otherwise specified in the Agreementhéf émployment with or service to the Company ofttbleler of
Stock Option or SAR terminates by reason of desdlch Stock Option and SAR held by such holder sfedbme fully vested and exercisi
and may thereafter be exercised by such holdegsutar, administrator, legal representative, bereefj or similar person until the date wk
is one year after the date of death, or if eartiex,expiration date of the term of such Stock @ptr SAR.

(d) Involuntary Termination Without CauséJnless otherwise specified in the Agreement, exackpt as provided in Sect
5.8, if the employment with or service to the Compaf the holder of a Stock Option or SAR is terated by the Company, a Subsidiary @
Affiliate without Cause, each Stock Option and SA&td by such holder shall cease to vest, and texkent already vested, may thereafte
exercised by such holder (or such holder's legaleentative or similar person) until the date Wwhi three months after such involun
termination, or if earlier, the expiration datetiog term of such Stock Option or SAR.

(e) Termination for Cauself the employment with or service to the Compariythe holder of a Stock Option or SAF
terminated for Cause, each Stock Option and SAR hglsuch holder shall cease to vest, and to thenexlready vested, may thereafte
exercised by such holder (or such holder's legadesentative or similar person) until the closéhaf New York Stock Exchange (if open)
the date of such holder's termination of employmanservice. If the New York Stock Exchange is ebbsat the time of such holde
termination of employment, then such Stock Optioif8AR shall be forfeited at the time such holdergployment is terminated and shal
canceled by the Company.

0] Other Termination Unless otherwise specified in the Agreementéf émployment with or service to the Company o
holder of a Stock Option or SAR terminates for a@gson other than Disability, Retirement, deathpluntary termination without Cause,
termination for Cause, each Stock Option and SAR hg such holder shall cease to vest, and to tbene already vested, may thereafte
exercised by such holder (or such holder's legalesentative or similar person) until the closehaf New York Stock Exchange (if open)
the date which is the thirtieth (30) day following such holder's termination of empiwgnt or servicelf the New York Stock Exchange
closed on such date, then such Stock Option or Si#dR be forfeited and shall be canceled by the @y effective with the close of the N
York Stock Exchange on the next following day inieththe New York Stock Exchange is open.

(9) Death Following Termination of Employment om@ee . Unless otherwise specified in the Agreementhéf holder of
Stock Option or SAR dies during the applicable Pastmination Exercise Period, each Stock Option 8AR held by such holder shall
exercisable only to the extent that such Stockddptir SAR is exercisable on the date of such h@ldirath and may thereafter be exercise
the holder's executor, administrator, legal reprega/e, beneficiary or similar person until theedavhich is one year after the date of deat
if earlier, the expiration date of the term of si8thck Option or SAR.




[. STOCK AWARDS

3.1 Stock Awards . The Committee may, in its discretion, grant Stocka#ds to such eligible persons as may be selectetthe
Committee. The Agreement relating to the Stock Alstrall specify whether the Stock Award is a Retd Stock Award, a Restricted St
Unit Award, a Bonus Stock Award or a Bonus StocltWuard.

3.2. Terms of Stock Awards. Stock Awards shall be subject to the following teramd conditions and shall contain such addit
terms and conditions, not inconsistent with thenteof this Plan, as the Committee shall deem abld@sa

€) Number of Shares and Other Term¥he number of shares of Common Stock subject ®tack Award and tt
Performance Measures (if any) and the RestrictierioB applicable to a Restricted Stock Award orestRcted Stock Unit Award shall
determined by the Committee.

(b) Vesting and ForfeitureThe Agreement relating to a Restricted Stock Aln@rRestricted Stock Unit Award shall provi
in the manner determined by the Committee, inigsrétion, and subject to the provisions of thiarRfor the vesting of the shares of Com
Stock subject to such award, in the case of a iResirStock Award, or for the vesting of the Red&il Stock Unit Award itself, in the case
Restricted Stock Unit Award, (i) if specified Parftance Measures are satisfied or met during theifgguk Restriction Period or (ii) if tf
holder of such award remains continuously in th@legment of or service to the Company during thectfed Restriction Period, and for -
forfeiture of all or a portion of the shares of Goon Stock subject to such award in the case ofstriied Stock Award, or for the forfeiture
the Restricted Stock Unit Award itself, in the cade Restricted Stock Unit Award, (x) if specifigrformance Measures are not satisfie
met during the specified Restriction Period orifythe holder of such award does not remain comtirsly in the employment of or service
the Company during the specified Restriction Period

Bonus Stock Awards and Bonus Stock Unit Awardslstalbe subject to any Performance Measures ariR@sn Periods.

(c) Share Certificates/Indicia of Ownershiuring the Restriction Period, a certificate @rtdficates or other indicia
ownership representing a Restricted Stock Award beyegistered in the holder's name or a nomineeeret the discretion of the Compi
and may bear a legend, in addition to any legenidiwimay be required pursuant to Section 5.6, intigathat the ownership of the share
Common Stock represented thereby is subject toetsteictions, terms and conditions of this Plan #relAgreement relating to the Restric
Stock Award. As determined by the Committee, attifieates or other indicia of ownership registeiadhe holder's name shall be depos
with the Company, together with stock powers oeothstruments of assignment (including a poweattfrney), each endorsed in blank wi
guarantee of signature if deemed necessary or ppate by the Company, which would permit trangtethe Company of all or a portion
the shares of Common Stock subject to the RedlriBteck Award in the event such award is forfeitedhole or in part. Upon termination
any applicable Restriction Period (and the satigfacr attainment of any applicable Performanceadees), upon the grant of a Bonus S
Award, or upon the settlement of a Bonus Stock Wmitard, in each case subject to the Company's tghequire payment of any taxes
accordance with Section 5.5, a certificate or fiedties evidencing ownership, or such other indicfaownership as determined by
Committee, of the requisite number of shares of @om Stock shall be delivered to the holder of sawhrd.

(d) Rights with Respect to Restricted Stock Awardisless otherwise set forth in the Agreement irgdgito a Restricted Sto
Award, and subject to the Committee's right to eastech Award to be cancelled pursuant to an adgrgtemder Section 5.7, the holder of <
award shall have all rights as a stockholder ofGbenpany, including voting rights, the right to eae dividends and the right to participat
any capital adjustment applicable to all holdersCofmmon Stock; provided, however, that unless tben@ittee determines otherwise
distribution with respect to shares of Common Stae&luding a regular cash dividend, shall be dépdswith the Company and replaced v
additional Restricted Stock Awards with a Fair Markalue equal to such distribution and otherwiskject to the same restrictions as
shares of Common Stock with respect to which susthiloution was made.

(e) Rights and Provisions Applicable to RestricBtdck Unit Awards. The Agreement relating to a Restricted Stock
Award shall specify whether the holder thereof khalentitled to receive, on a current or defetvadis, dividend equivalents, or the dee
reinvestment of any deferred dividend equivalewith respect to the number of shares of CommonkSsoibject to such award. Prior to
settlement of a Restricted Stock Unit Award, thédbothereof shall not have any rights as a stolddroof the Company with respect to
shares of Common Stock subject to such award, eéxodpe extent that the Committee, in its soleison, may grant dividend equivalents
Restricted Stock Unit Awards which are settledhiares of Common Stock. No shares of Common Stodknarcertificates or other indicia
ownership representing shares of Common Stockaieasubject to a Restricted Stock Unit Award shallssued upon the grant of a Restri
Stock Unit Award. Instead, shares of Common




Stock subject to Restricted Stock Unit Awards dreldertificates or other indicia of ownership reggring such shares of Common Stock
only be distributed at the time of settlement affs&estricted Stock Unit Awards in accordance whth terms and conditions of this Plan
the Agreement relating to such Restricted Stock Bwniard.

® Minimum Restriction Period Except as provided in this subsection or as atiserprovided under the Plan, the Restric
Period applicable to a Restricted Stock Award ostReted Stock Unit Award may not lapse in full ititiree years from the date such av
was granted and no portion of the Restriction Rkapplicable to a Restricted Stock Award or RetdStock Unit Award may lapse until ¢
year from the date such award was granted. Thedliioins of the preceding sentence shall not appthé case of a Restricted Stock Awar
Restricted Stock Unit Award that vests as a restithe attainment of a specified Performance Measurin the case of a Restricted St
Award or Restricted Stock Unit Award granted asanfler's grant, an employee recognition awardtentien award, or to a newly hir
employee; provided that except as provided for utitke Plan the minimum Restriction Period applieabl such award shall be six months.
exceptions in the preceding sentence to the gemeiramum vesting provisions of this subsection,estlthan the exception applying t
Restricted Stock Award or Restricted Stock Unit Advthat vests as a result of the attainment ofezifipd Performance Measure, are inter
to be applied only in special circumstances asroeted by the Committee (or its delegate).

(9) Rights and Provisions Applicable to Bonus Stbirkt Awards. The Agreement relating to a Bonus Stock Unit Ad
shall specify whether the holder thereof shall bétled to receive, on a current or deferred badisidend equivalents, or the deer
reinvestment of any deferred dividend equivalewith respect to the number of shares of CommonkSsoibject to such award. Prior to
settlement of a Bonus Stock Unit Award, the holdkereof shall not have any rights as a stockhadfi¢he Company with respect to the sh
of Common Stock subject to such award, exceptdettient that the Committee, in its sole discretinay grant dividend equivalents on Bo
Stock Unit Awards. No shares of Common Stock andentificates or other indicia of ownership repreasey shares of Common Stock that
subject to a Bonus Stock Unit Award shall be issupon the grant of a Bonus Stock Unit Award. Indfeshares of Common Stock subjec
Bonus Stock Unit Awards and the certificates oreotidicia of ownership representing such shargdashmon Stock shall only be distribu
at the time of settlement of such Bonus Stock Bmiarrds in accordance with the terms and conditminthis Plan and the Agreement rela
to such Bonus Stock Unit Award.

3.3. Termination of Employment or Service.

€) Disability and Death Unless otherwise set forth in the Agreement irdato a Stock Award, if the employment witl
service to the Company of the holder of such avtamngiinates by reason of Disability or death, thatRetion Period shall terminate as of
effective date of such holder's termination of emgpient or service and all Performance Measurescaiyé to such award shall be deeme
have been satisfied at the maximum level.

(b) Retirement

(i) Inthe case of Restricted Stock Unit Awagilanted under the Plan on and aftenuary 31, 2011 which are not subje
Performance Measures, unless otherwise set fottieil\greement, if the employment with or servieehte Company of the holder
such award terminates by reason of Retirementpiaad portion of such Restricted Stock Unit Awahall vest and be settled on
date on which the holder's employment with or sErib the Company terminates, and the remainingopoof such awardghall be
forfeited by such holder and canceled by the Comp&nch proration shall be calculated on a grantitant basis by multiplying tl
number of Restricted Stock Units by a fraction, tlvenerator of which is the number of days that helapsed between the grant «
and the effective date of the holder's terminatibamployment or service and the denominator ofcWlis the number of days betw:
the grant date and the date the Restriction Paqpplicable to the Restricted Stock Unit Award woléVe lapsed in full.

(i) In the case of Restricted Stock Unit Awagtanted under the Plan on and aftenuary 31, 2011 which are subjec
Performance Measures, unless otherwise set foitiei\greement, if the employment with or servieehte Company of the holder
such award terminates by reason of Retirementpmatad portion of the amount of such RestrictediStanit Award which is actual
earned, based upon satisfaction of the Performite@sures during the applicable performance pesbdll vest and be settled on
later of (i) date on which the holder's employmeith or service to the Company terminates or @saon as practicable following
end of the applicable performance period, and ievent later than March 15 of the calendar yedofohg the calendar year in whi
the applicable performance period ends, and thairéng portion of such awarshall be forfeited by such holder and canceledhl
Company. Such proration shall be calculated onamtgoygrant basis by multiplying the number of Restrictck Units by
fraction, the numerator of which is the number afslthat have elapsed between the grant date anefféictive date of the holde
termination of employment or service and the demertar of which is the number of days between trengdate and the date
Restriction Period applicable to the Restricteccktidnit Award would have lapsed in full.




(©) Other Termination Unless otherwise set forth in the Agreement irdato a Stock Award, and except as provide
Section 3.3(b) and Section 5.8, if the employmeiti ar service to the Company of the holder of acBtAward terminates for any reason o
than Disability or death, the portion of such awattich is subject to a Restriction Period on thieative date of such holder's terminatiol
employment or service shall be immediately forigiby such holder and canceled by the Company.

V. PERFORMANCE GRANTS
4.1. Performance Grants. The Committee may, in its discretion, make PerforogaGrants to such eligible persons as may betse
by the Committee.
4.2, Terms of Performance Grants. Performance Grants shall be subject to the follgwwerms and conditions and shall contain :

additional terms and conditions, not inconsisteith Whe terms of this Plan, as the Committee siedim advisable.

€) Amount of Performance Grant and PerformancesMiess. The Agreement shall set forth the amount of teddPmanc
Grant and a description of the Performance Measamdsthe Performance Period applicable to suctoRednce Grant, as determined by
Committee in its discretion.

(b) Vesting and ForfeitureThe Agreement shall provide, in the manner detethby the Committee in its discretion, for
vesting of a Performance Grant, if specified Peniamce Measures are satisfied during the specifgfbfPnance Period, and for the forfeit
of all or a portion of such award, if specified féemance Measures are not satisfied during theiipederformance Period.

(c) Settlement of Vested Performance Grarthe Agreement (i) shall specify whether a Perfamoe Grant may be settlec
shares of Common Stock, Restricted Stock, Reatri8teck Units, cash or a combination thereof apdr(ay specify whether the holder thet
shall be entitled to receive, on a current or defébasis, dividend equivalents, and, if determipgdhe Committee, interest on or the dee
reinvestment of any deferred dividend equivalenith respect to the number of shares of CommonkSsobject to such award, if any. |
Performance Grant is settled in shares of RestriSteck, a certificate or certificates or otheridia of ownership representing such Restri
Stock shall be issued in accordance with Secti@{cBand the holder of such Restricted Stock diele such rights of a stockholder of
Company as determined pursuant to Section 3.2¢(@r B the settlement of a Performance Grant iaret of Common Stock or Restric
Stock the holder of such award shall have no rigista stockholder of the Company with respect josdmares of Common Stock subjec
such award and shall have rights as a stockhofdbedCompany in accordance with Section 5.10.

(d) Minimum Performance PeriodThe minimum Performance Period for any PerformaBcant is one year from the ¢
such grant is made.

4.3. Termination of Employment or Service.

@) Disability, Retirement and DeathJnless otherwise set forth in the Agreementhd& eémployment with or service to
Company of the holder of a Performance Grant teatem during the Performance Period by reason adtiity, Retirement or death, t
Performance Period shall continue and the holdethe holder's executor, administrator, legal repn¢ative, beneficiary or similar person
applicable, shall be entitled to a prorated aw&uath prorated award shall be equal to the valuaeofaward at the end of the Performs
Period multiplied by a fraction, the numerator dfigh shall equal the number of days such holder evagloyed with or performing servic
for the Company during the Performance Period &eddenominator of which shall equal the number afsdin the Performance Peri
provided, however, that such holder, or such h&dexecutor, administrator, legal representatiemelficiary or similar person, as applica
shall not be entitled to payment or distributiorsa€h Performance Grant earlier than the dateostt ih the Agreement.

(b) Other Termination Unless otherwise set forth in the Agreementhéf ¢mployment with or service to the Company o
holder of a Performance Grant terminates during Reeformance Period for any reason other than DisabRetirement or death, ea
Performance Grant that is not vested shall be iniaelg forfeited.

V. GENERAL

5.1. Effective Date and Term of Plan. This Plan shall be submitted to the stockholderhefCompany for approval and, if appro»
shall become effective as of September 28, 20@6d#te on which the 2006 LTIP was approved by Eiegh in its capacity as sole stockho
of the Company. This Plan shall terminate on ti¢ht@nniversary of the date of approval of the




Plan by the Board or Committee, or if earlier wisdrares of Common Stock are no longer availablehergrant, exercise or settlemen
awards, unless terminated earlier by the Boarth@Gommittee. Termination of this Plan shall ndéetfthe terms or conditions of any aw
granted prior to termination. If this Plan is nppaoved by the stockholders of the Company, thés Bhall be null and void and the 2006 L
shall remain in full force and effect.

5.2. Amendments. The Board or the Committee may amend or termirtageRIlan, and except as provided in Sections 24dr{d)2.2
(e), the Committee may amend outstanding awarderuhés Plan in any manner as it shall deem adigsiabits sole discretion, subject to

requirement of stockholder approval required byliapple law, rule or regulation, including Sectid62(m) and Section 422 of the Code

the rules of the New York Stock Exchange; provideolvever, that no amendment of the Plan shall beéemréthout stockholder approva

such amendment would increase the maximum numbehafes of Common Stock available under this Psajéct to Section 5.7). |

amendment of the Plan or an outstanding award magir the rights of a holder (the determinatiomvbich shall be made by the Committe

its sole discretion) of an outstanding award withtbe consent of such holder.

5.3. Agreement . The Company may condition an award holder's rightt¢ exercise, vest or settle the award and (becteive
delivery of shares, on the execution and deliverthe Company of the Agreement and the completfarther requirements, including, but
limited to, the execution of a nonsolicitation agreent by the recipient and delivery thereof to @mmpany. Notwithstanding anythi
contained herein to the contrary, the Committee magrove an Agreement that, upon the terminatioarobward holder's employment
service, provides that, or may, in its sole disorebased on a review of all relevant facts andurirstances, otherwise take action regardir
Agreement such that (i) any or all outstanding BtOptions and SARs shall become exercisable in qraim full, (ii) all or a portion of th
Restriction Period applicable to any outstandingcktAward shall lapse, (iii) all or a portion ofettPerformance Period applicable to
outstanding Performance Grant shall lapse andhi&/Performance Measures applicable to any outistardvard (if any) shall be deemed tc
satisfied at the maximum or any other level.

5.4, Transferability of Stock Options . Stock Options may not be sold, assigned, transfepkedged, hypothecated or othen
disposed of by the holder thereof, except by willie laws of descent and distribution; provideslwaver, that unless otherwise specified ir
Agreement, as long as the holder continues employmvéh or service to the Company, such holder rragsfer Stock Options to a Fan
Member or Family Entitwvithout consideration; provided, however, in theecaf a transfer of Stock Options to a limited ilighcompany or .
partnership which is a Family Entity, such transfesty be for consideration consisting solely of @uity interest in the limited liabili
company or partnership to which the transfer is enakhy transfer of Stock Options shall be in a faxoteptable to the Committee, shal
signed by the holder and shall be effective onlgruprritten acknowledgement by the Committee ofétsipt and acceptance of such notic
a Stock Option is transferred to a Family Membetooa Family Entity, such Stock Option may not #adter be sold, assigned, transfel
pledged, hypothecated or otherwise disposed ofiblg Eamily Member or Family Entity except by will the laws of descent and distribution.

5.5. Tax Withholding . The Company shall have the right to require, athefgrant, vesting, or exercise of an award, tie chan)
shares of Common Stock, the receipt of any dividesrdthe payment of any cash pursuant to an awankernereunder, payment by the hc
of such award of any federal, state, local or otheome, social insurance, payroll or other tabated items which may be required tc
withheld or paid in connection with such award. Agreement may provide that (i) the Company shathiold whole shares of Comrmr
Stock which would otherwise be delivered to a holdaving an aggregate Fair Market Value determiagdf the date the obligation
withhold or pay taxes arises in connection withaarard (the “ Tax Dat#) in the amount necessary to satisfy any such oligabr withholc
an amount of cash which would otherwise be paytbe holder, including withholding from wages ohet cash compensation otherwise
to the holder, in the amount necessary to satisfysaich obligation or (ii) the holder may satisfyyasuch obligation by any of the followi
means: (A) a cash payment to the Company, (B) @sli(either actual delivery or by attestation prhaes established by the Company) tc
Company of Common Stock having an aggregate Faik&d/alue, determined as of the Tax Date, equ#iiécamount necessary to satisfy
such obligation, (C) authorizing the Company tohiidld whole shares of Common Stock which would wtiee be delivered having
aggregate Fair Market Value, determined as of #re Date, or withhold an amount of cash which waathierwise be payable to a holder, e
to the amount necessary to satisfy any such omiga(D) a cash payment to the Company by a brdkater acceptable to the Compan
whom the holder has submitted an irrevocable natfaexercise (in the case of a Stock Option) oirgvocable notice of sale (in the case
Stock Award) , in each case to the extent set fiortthe Agreement relating to an award, or (E) aognbination of (A) and (B). Shares
Common Stock to be delivered or withheld may natehan aggregate Fair Market Value in excess ofatheunt determined by applying
minimum statutory withholding rate, provided thatyafraction of a share of Common Stock which wobkd required to satisfy such
obligation may be rounded up to the nearest whudees

5.6. Restrictions on Shares. Each award made hereunder shall be subject toeheirement that if at any time the Comp
determines that the listing, registration or quedifion of the shares of Common Stock subject th award upon any securities




exchange or under any law, or the consent or appafany governmental body, or the taking of attyeo action is necessary or desirable
condition of, or in connection with, the vestingeecise or settlement of such award or the deliedrghares thereunder, such award sha
vest, be exercised or settled and such shares rshiabe delivered unless such listing, registratiquialification, consent, approval or ot
action shall have been effected or obtained, ffeeng conditions not acceptable to the Companyddition, the Committee may condition
grant of an award on compliance with certain ligtiregistration or other qualifications applicatidethe award under any law or any obliga
to obtain the consent or approval of a governmdmtdly. The Company may require that certificatestber indicia of ownership evidenc
shares of Common Stock delivered pursuant to argrdumade hereunder bear a legend indicating tleasdke, transfer or other disposi
thereof by the holder is prohibited except in caampte with the Securities Act of 1933, as amendad,the rules and regulations thereunder.

5.7. Adjustment . In the event of any stock split, stock dividend;agitalization, reorganization, merger, consolaticombinatior
exchange of shares, liquidation, spiffi-or other similar change in capitalization oreet, or any distribution to holders of Common Stote
than a regular cash dividend, the number, claskemtlof securities (including, for this purposecsrities of any other entity that is a part
any such transaction) available under this Plaa,nfaximum number of securities available for Stéekards and Performance Grants,
number, class and kind of securities (including,tfas purpose, securities of any other entity ihat party to any such transaction) subje
each outstanding Stock Option and the purchase grér security, the terms of each outstanding S@pkion, the maximum number
securities with respect to which Stock Options 8RS (or a combination thereof), or Stock AwardsPerformance Grants may be mad
granted during any calendar year to any persomiuhgber, class and kind of securities (includimg,this purpose, securities of any other e
that is a party to any such transaction) subjeaach outstanding SAR and the base price per SARterms of each outstanding SAR,
number, class and kind of securities (including,tfds purpose, securities of any other entity fha party to any such transaction) subje
each outstanding Stock Award or Performance Grantl the terms of each outstanding Stock Award afoReance Grant shall
appropriately adjusted by the Committee, such adljeists to be made in the case of outstanding Siptions and SARs without an increas
the aggregate purchase price or base price. Thsialeof the Committee regarding any such adjustrsball be final, binding and conclusi
If any such adjustment would result in a fractioseturity being (a) available under this Plan, sinabtional security shall be disregardec
(b) subject to an award under this Plan, the Comuall pay the holder of such award, in connectigth the adjustment or first vestit
exercise or settlement of such award in whole qguart occurring after such adjustment, as the Cdataenimay determine , an amount in (
determined by multiplying (i) the fraction of sushkcurity (rounded to the nearest hundredth) byth@)excess, if any, of (A) the Fair Mar
Value on the vesting, exercise or settlement dege (B) the exercise or base price, if any, of sawfard.

5.8. Change in Control.

€) Awards Granted On and After February 17, 208%fective for awards granted under the Plan coh a&fter February 1
2009, if an award holder's employment is termindtgdhe Company, a Subsidiary or an Affiliate witlh&€ause (or otherwise terminates fo
eligible reason according to the terms of the Camgpeverance policy applicable to the holder athefeffective date of a Change in Coni
during the period commencing on and ending twdoty-months after the effective date of the Chang€ontrol, then effective on the hold
date of termination of employment (i) each outstagdtock Option and SAR held by such holder shatome fully vested and exercisa
and (ii) the Restriction Period applicable to eadistanding Stock Award held by such holder stegdké; provided, however, that awards
will vest or become exercisable or payable onlgpEcified Performance Measures are attained anddavihat provide for a deferral
compensation within the meaning of Code § 409Alsredt or be exercisable or payable in accordaritetive applicable Agreements, sub
to the terms of the Plan. All other awards grantader the Plan to such holder, including Perforrsa@cants, shall vest or be exercisabl
payable, if at all, in accordance with the applleafsigreements, subject to the terms of the Planwhlostanding any provision of this Plar
the contrary, each Stock Option or SAR grantedith solder shall remain exercisable by the holdehis or her legal representative or sin
person) until the earlier of (y) the end of theesence period applicable to the holder under thmg2my severance policy (if any) applicabl
the holder as of the effective date of a Chandgedntrol or, if later, the end of the otherwise apgdble Posffermination Exercise Period, or
the expiration date of the term of the Stock OptioISAR.

(b) Awards Granted Prior to February 17, 20@ffective for awards granted under the Plan pigoFebruary 17, 2009, as
the effective date of a Change in Control (i) eathstanding Stock Option and SAR shall become fultgted and exercisable, (ii)
Restriction Period applicable to each outstanditgcls Award shall lapse, (iii) the Performance Periapplicable to any outstand
Performance Grant shall lapse, and (iv) the Perdoca Measures applicable to any outstanding awsalll Ise deemed to be satisfied at
target level (or if greater, at the performanceeleactually attained). Notwithstanding any prowsiof this Plan to the contrary, each St
Option or SAR granted to a holder whose employniemérminated for an eligible reason accordinghte terms of the Company severe
policy applicable to the holder as of the effectilete of a Change in Control during the period cemecmg on and ending twentgur month:
after the effective date of the Change in Conthalllsremain exercisable by such holder (or hiserlagal representative or similar person) |
the earlier of (y) the end of the severance pedpplicable to the holder under such severance ypalic if later, the end of the otherw
applicable Post-Termination




Exercise Period, or (z) the expiration date oftdren of the Stock Option or SAR.

5.9. No Right of Participation or Employment . No person shall have any right to participate is #lan. Neither this Plan nor ¢
award made hereunder shall confer upon any pemspnight to continued employment by the Company, Snbsidiary or any Affiliate of tt
Company or affect in any manner the right of thenpany, any Subsidiary or any Affiliate of the Compao terminate the employment of
person at any time without liability hereunder.

5.10. Rights as Stockholder. No person shall have any right as a stockholden@fCompany with respect to any shares of Con
Stock or other equity security of the Company whilsubject to an award hereunder unless and suntth person becomes a stockhold:
record with respect to such shares of Common Sioekjuity security.

5.11. Designation of Beneficiary. If permitted by the Committee, the holder of an elvenay file with the Committee a writt
designation of one or more persons as such holoensficiary or beneficiaries (both primary andtaugent) in the event of the holder's de
To the extent an outstanding Stock Option or SA&htrd hereunder is exercisable, such beneficiabgoeficiaries shall be entitled to exer
such Stock Option or SAR to the extent permittedeurtocal law.

Each beneficiary designation shall become effeatinly when filed in writing with the Committee dog the holder's lifetime on
form prescribed by the Committee. The spouse ofgied holder domiciled in a community propertyigdiction shall join in any designati
of a beneficiary other than such spouse. The filvith the Committee of a new beneficiary desigmatghall cancel all previously fili
beneficiary designations.

If a holder fails to designate a beneficiary, oalif designated beneficiaries of a holder predexé¢ias holder, then each outstant
Stock Option and SAR hereunder held by such hotdehe extent exercisable, may be exercised bly botder's executor, administrator, le
representative or similar person.

5.12. Governing Law . This Plan, each award hereunder and the relatedefggnt, and all determinations made and actiores
pursuant thereto, to the extent not otherwise gmaby the Code or the laws of the United Stateal] be governed by the laws of the Stat
Delaware and construed in accordance therewithowithiving effect to principles of conflicts of law

5.13. Replacement and Substitute Awards Notwithstanding anything in this Plan to the contrany Stock Option or Stock Awe
that is intended to be a Replacement or Substhutard granted in connection with the spiff-of the Company shall be subject to the s
terms and conditions as the original First Datardwa which it relates; provided, however that sastards shall be administered by
Committee.

5.14. Foreign Employees. The Committee may adopt, amend or rescind rulexgaiures or suplans relating to the operation
administration of the Plan to accommodate the $ipagiquirements of local laws and procedures anfbster and promote achievement of
purposes of this Plan. Without limiting the genigyabf the foregoing, the Committee is specificadlythorized to adopt rules, procedures
subplans with provisions that limit or modify rightsy@eath, Disability or Retirement or on terminatmfremployment; available methods
exercise or settlement of an award; payment of imgosocial insurance contributions and payroll $axbe withholdingprocedures ar
handling of any stock certificates or other indiofiownership which vary with local requirementhieTCommittee may also adopt ru
procedures or sub-plans applicable to particuldosBliaries, Affiliates or locations. The rules otk subplans may take precedence over ¢
provisions of this Plan, with the exception of $&t$ 1.5 and 5.2, but unless otherwise supersegdoetterms of such sytian, the provisior
of this Plan shall govern the operation of such-giain.

5.15. Termination of Employment or Service. Unless otherwise determined by the Committee, aaréwvkolder employed by
providing service to an entity that is a Subsidiaran Affiliate under this Plan shall be deemetidawe terminated employment with or ser
to the Company for purposes of this Plan on the ttat such entity ceases to be a Subsidiary éiffdiate hereunder.

5.16. Code Section 409A Notwithstanding anything in this Plan to the contréior purposes of this Section 5.16, “Plafiall includ
all Agreements under the Plan), the Plan will bestwed, administered or deemed amended as necéssamply with the requirements
Section 409A of the Code to avoid taxation undettiSe 409A(a)(1) of the Code to the extent subjecSection 409A of the Code. 1
Committee, in its sole discretion, shall determiine requirements of Section 409A of the Code appli to the Plan and shall interpret
terms of the Plan consistently therewith. Undercivoumstances, however, shall the Company or arpsiSiary or Affiliate or any of its
their employees, officers, directors, service pievs or agents have any liability to any persondoy taxes, penalties or interest due
amounts paid or payable under the Plan, includingtaxes, penalties or interest imposed under @edD9A of the Code. Any payment:
award holders pursuant to this Plan are also ie&nd be exempt from Section 409A of the Code éonlaximum extent possible, first, to
extent such payments are




scheduled to be paid and are in fact paid duriegstiort-term deferral period, as short-term defearsuant to Treasury regulation 81.409A-1
(b)(4), and then, if applicable, under the separmapay exemption pursuant to Treasury regulatiod@IA-1(b)(9)(iii), and for this purpo:
each payment shall be considered a separate pagoenthat the determination of whether a paymaalifies as a shoterm deferral shall t
made without regard to whether other payments sdifguand the determination of whether a paymenrdlifjes under the separation
exemption shall be made without regard to any paysehich qualify as shoterm deferrals. To the extent any amounts undsrRkan ar
payable by reference to an award holder's “terranadf employment,” such term shall be deemed ferro the award holder'séparatio
from service,”within the meaning of Section 409A of the Code. Wtistanding any other provision in this Plan, if award holder is
“specified employee,as defined in Section 409A of the Code, as of tite df the award holder's separation from sertiw to the extent a
amount payable under this Plan (i) constitutespiinement of nonqualified deferred compensation, iwithe meaning of Section 409A of
Code, (ii) is payable upon the award holder's s#jmar from service and (iii) under the terms oktRilan would be payable prior to the six-
month anniversary of the award holder's separdtimm service, such payment shall be delayed unéilgarlier to occur of (a) the smentt
anniversary of the separation from service or Ife)date of the award holder's death.



Exhibit 12

THE WESTERN UNION COMPANY
COMPUTATION OF
RATIO OF EARNINGS TO FIXED CHARGES

(in millions)
Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Earnings:
Income before income taxes $ 3101 $ 3334 $ 600.z $ 608.]
Fixed charges 42.¢€ 48.2 82.¢ 94.%
Other adjustments 3.7 (0.3 7.8 4.7
Total earnings (a) $ 3564 $ 381Lt $ 690.¢ $ 698.]
Fixed charges:
Interest expense $ 451 $ 447 $ 89E $ 87.€
Other adjustments (2.5 4.C (6.€) 7.1
Total fixed charges (b) $ 42¢€ $ 48z $ 82¢ $ 947
Ratio of earnings to fixed charges (a/b) 8.4 7.9 8.3 7.4

For purposes of calculating the ratio of earninggixed charges, earnings have been calculateddding income before income tax
fixed charges included in the determination of meobefore income taxes and distributions from gguitethod investments, and tl
subtracting income from equity method investmeRiged charges consist of interest expense, andstimated interest portion of rer
expenses and income tax contingencies, which aheded as a component of income tax expense.



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

(1) Registration Statements (Form S-3 Nos. 333670nd 333t70410) of The Western Union Company,

(2) Registration Statement (Form S-8 No. 333-1376gertaining to The Western Union Company 2006d-darm 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 May 1, 2012 and August 2, 2@l2ting to the unaudited condensed consolidatégtiin financial statements of T
Western Union Company that are included in its Fol®-Q for the quarters ended March 31, 2012 and 30, 2012.

/sl Ernst & Young LLP
Denver, Colorado

August 2, 2012



Exhibit 31.1
CERTIFICATIONS
I, Hikmet Ersek, certify that:
1. | have reviewed this Quarterly Report on ForrfL6f The Western Union Company;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

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

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

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in thestgnt's internal control over financial reportithgt occurred during the registrant's
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette registrant's internal control over
financial reporting; and

5. The registrant's other certifying officer anblve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant's auditors and thatanommittee of the registrant's board of direct@ispersons performing the equivalent
functions):

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

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

Date:August 2, 2012 /sl HIKMET ERSEK
Hikmet Ersek
President and Chief Executive Officer




Exhibit 31.2
CERTIFICATIONS
[, Scott T. Scheirman, certify that:
1. | have reviewed this Quarterly Report on ForrfL6f The Western Union Company;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

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

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

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in thestgnt's internal control over financial reportithgt occurred during the registrant's
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affette registrant's internal control over
financial reporting; and

5. The registrant's other certifying officer anblve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant's auditors and thatanommittee of the registrant's board of direct@ispersons performing the equivalent
functions):

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

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

Date:August 2, 2012 /sl Scott T. SCHEIRMAN
Scott T. Scheirman

Executive Vice President, Chief Financial Officer ad Global
Operations




Exhibit 32
CERTIFICATIONS

The certification set forth below is being subndtta connection with the Quarterly Report of Thedféen Union Company on Form 10-
Q for the period ended June 30, 2012 (the “Repdot’jhe purpose of complying with Rule 13a-14(bRule 15d-14(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Setti350 of Chapter 63 of Title 18 of the Unitedt&aCode.

Hikmet Ersek and Scott T. Scheirman certify thatthe 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: August 2, 2012 /sl HIKMET ERSEK
Hikmet Ersek
President and Chief Executive Officer

Date: August 2, 2012 /sl ScotT T. SCHEIRMAN
Scott T. Scheirman

Executive Vice President, Chief Financial Officer ad Global
Operations




