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PART I
FINANCIAL INFORMATION

Item 1. Financial Statements

THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(in millions, except per share amounts)

Revenues:

Transaction fees

Foreign exchange revenues
Other revenues

Total revenues

Expenses:

Cost of services

Selling, general and administrative
Total expenses

Operating income

Other income/(expense):
Interest income

Interest expense

Derivative gains/(losses), net
Other income/(expense), net
Total other expense, net
Income before income taxes
Provision for income taxes
Net income

Earnings per share:

Basic

Diluted

Weighted-average shares outstanding:

Basic
Diluted

Cash dividends declared per common share

Three Months Ended
September 30,

2014 2013
$1,040.8 $1,029.9
360.6 347.7
39.5 31.2
1,440.9 1,408.8
840.5 818.2
286.3 295.3
1,126.8 1,113.5
314.1 295.3
1.8 4.6
43.2 ) (48.8
0.5 0.9
0.4 ) 1.5
41.3 ) (43.6
272.8 251.7
38.7 37.3
$234.1 $214.4
$0.44 $0.39
$0.44 $0.39
527.8 552.1
531.2 555.8
$0.125 $0.125

See Notes to Condensed Consolidated Financial Statements.

3

Nine Months Ended
September 30,

2014 2013
$3,057.7 $3,024.2
1,034.2 998.1
105.4 97.8
4,197.3 4,120.1
2,465.5 2,389.3
867.4 861.8
3,332.9 3,251.1
864.4 869.0
94 5.7
(134.2 ) (145.7
2.1 ) (0.6
5.2 ) 5.7
(132.1 ) (134.9
732.3 734.1
101.4 109.1
$630.9 $625.0
$1.17 $1.12
$1.17 $1.11
537.0 558.5
540.1 561.3
$0.375 $0.375
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THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

(in millions)

Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Net income $234.1 $214.4 $630.9 $625.0
Other comprehensive income/(loss), net of tax (Note 9):
Unrealized gains/(losses) on investment securities (1.4 ) (0.2 ) 5.3 (3.7
Unrealized gains/(losses) on hedging activities 52.4 (25.9 ) 56.2 (6.9
Foreign currency translation adjustments (1.2 ) (2.8 ) (8.4 ) (8.5
Defined benefit pension plan adjustments 1.8 1.9 5.0 6.4
Total other comprehensive income/(loss) 51.6 (27.0 ) 58.1 (12.7

Comprehensive income $285.7 $187.4 $689.0 $612.3
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See Notes to Condensed Consolidated Financial Statements.
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THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in millions, except per share amounts)

Assets

Cash and cash equivalents

Settlement assets

Property and equipment, net of accumulated depreciation of $466.4 and $428.6,
respectively

Goodwill

Other intangible assets, net of accumulated amortization of $797.3 and $672.3,
respectively

Other assets

Total assets

Liabilities and Stockholders' Equity

Liabilities:

Accounts payable and accrued liabilities

Settlement obligations

Income taxes payable

Deferred tax liability, net

Borrowings

Other liabilities

Total liabilities

Commitments and contingencies (Note 6)

Stockholders' equity:

Preferred stock, $1.00 par value; 10 shares authorized; no shares issued
Common stock, $0.01 par value; 2,000 shares authorized; 523.6 shares and
548.8 shares issued and outstanding as of September 30, 2014 and December 31,
2013, respectively

Capital surplus

Retained earnings

Accumulated other comprehensive loss

Total stockholders' equity

Total liabilities and stockholders' equity

See Notes to Condensed Consolidated Financial Statements.

5

September 30, December 31,

2014

$1,667.4
3,465.8

205.7
3,169.5
768.9

569.3
$9,846.6

$596.1
3,465.8
201.5
296.0
3,714.2
393.3
8,666.9

52

429.2

856.2

(1109 )
1,179.7
$9,846.6

2013

$2,073.1
3,270.4

209.9
3,172.0
833.8

562.1
$10,121.3

$638.9
3,270.4
216.9
319.2
4,213.0
358.2
9,016.6

55

390.9
877.3
(169.0
1,104.7
$10,121.3

)



Edgar Filing: Western Union CO - Form 10-Q




Edgar Filing: Western Union CO - Form 10-Q

Table of Contents

THE WESTERN UNION COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in millions)

Nine Months Ended

September 30,

2014 2013
Cash flows from operating activities
Net income $630.9 $625.0
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 49.5 47.5
Amortization 152.9 150.4
Other non-cash items, net 7.5 10.5

Increase/(decrease) in cash, excluding the effects of acquisitions, resulting from changes
in:

Other assets (16.0 ) (30.5
Accounts payable and accrued liabilities “47.1 ) 46.8
Income taxes payable (6.2 ) (25.2
Other liabilities 3.8 (13.6
Net cash provided by operating activities 775.3 810.9
Cash flows from investing activities

Capitalization of contract costs (49.0 ) (68.9
Capitalization of purchased and developed software (294 ) (36.6
Purchases of property and equipment (50.9 ) (60.7
Acquisition of business (Note 3) (10.6 ) —
Purchases of non-settlement related investments — (100.0
Proceeds from sale of non-settlement related investments 100.2 —

Net cash used in investing activities (39.7 ) (266.2
Cash flows from financing activities

Proceeds from exercise of options 8.6 21.4
Cash dividends paid (199.9 ) (208.6
Common stock repurchased (Note 9) (450.0 ) (340.6
Net proceeds from issuance of borrowings — 249.3
Principal payments on borrowings (500.0 ) (300.0
Net cash used in financing activities (1,141.3 ) (578.5
Net change in cash and cash equivalents (405.7 ) (33.8
Cash and cash equivalents at beginning of period 2,073.1 1,776.5
Cash and cash equivalents at end of period $1,667.4 $1,742.7
Supplemental cash flow information:

Interest paid $97.6 $112.3
Income taxes paid $131.3 $136.0

See Notes to Condensed Consolidated Financial Statements.

6
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Business and Basis of Presentation
Business

The Western Union Company ("Western Union" or the "Company") is a leader in global money movement and
payment services, providing people and businesses with fast, reliable and convenient ways to send money and make
payments around the world. The Western Union® brand is globally recognized. The Company's services are primarily
available through a network of agent locations in more than 200 countries and territories. Each location in the
Company's agent network is capable of providing one or more of the Company's services.

The Western Union business consists of the following segments:

Consumer-to-Consumer - The Consumer-to-Consumer operating segment facilitates money transfers between two
consumers, primarily through a network of third-party agents. The Company's multi-currency, real-time money
transfer service is viewed by the Company as one interconnected global network where a money transfer can be sent
from one location to another, around the world. This service is available for international cross-border transfers - that
is, the transfer of funds from one country to another - and, in certain countries, intra-country transfers - that is, money
transfers from one location to another in the same country. This segment also includes money transfer transactions
that can be initiated through websites and account based money transfers.

Consumer-to-Business - The Consumer-to-Business operating segment facilitates bill payments from consumers to
businesses and other organizations, including utilities, auto finance companies, mortgage servicers, financial service
providers, government agencies and other businesses. The significant majority of the segment's revenue was generated
in the United States during all periods presented, with the remainder primarily generated in Argentina.

Business Solutions - The Business Solutions operating segment facilitates payment and foreign exchange solutions,
primarily cross-border, cross-currency transactions, for small and medium size enterprises and other organizations and
tndividuals. The majority of the segment's business relates to exchanges of currency at the spot rate which enables
customers to make cross-currency payments. In addition, in certain countries, the Company writes foreign currency
forward and option contracts for customers to facilitate future payments.

All businesses that have not been classified in the above segments are reported as "Other" and include the Company's
money order and other businesses and services, in addition to costs for the review and closing of acquisitions.

There are legal or regulatory limitations on transferring certain assets of the Company outside of the countries where
these assets are located. However, there are generally no limitations on the use of these assets within those countries.
Additionally, the Company must meet minimum capital requirements in some countries in order to maintain operating
licenses. As of September 30, 2014, the amount of net assets subject to these limitations totaled approximately $300
million.

Various aspects of the Company's services and businesses are subject to United States federal, state and local
regulation, as well as regulation by foreign jurisdictions, including certain banking and other financial services

11
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regulations.
Basis of Presentation

The accompanying condensed consolidated financial statements are unaudited and were prepared in accordance with
the instructions for Form 10-Q and Article 10 of Regulation S-X. In compliance with those instructions, certain
information and footnote disclosures normally included in annual consolidated financial statements prepared in
accordance with generally accepted accounting principles in the United States of America ("GAAP") have been
condensed or omitted.

7
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

The unaudited condensed consolidated financial statements in this quarterly report are presented on a consolidated
basis and include the accounts of the Company and its majority-owned subsidiaries. Results of operations and cash
flows for the interim periods are not necessarily indicative of the results that may be expected for the entire year. All
significant intercompany transactions and accounts were eliminated as of and for the three and nine months ended
September 30, 2014.

In the opinion of management, these condensed consolidated financial statements include all the normal recurring
adjustments necessary to fairly present the Company's condensed consolidated results of operations, financial position
and cash flows as of September 30, 2014 and for all periods presented. These condensed consolidated financial
statements should be read in conjunction with the Company's consolidated financial statements within the Company's
Annual Report on Form 10-K for the year ended December 31, 2013.

Consistent with industry practice, the accompanying Condensed Consolidated Balance Sheets are unclassified due to
the short-term nature of the Company's settlement obligations contrasted with the Company's ability to invest cash
awaiting settlement in long-term investment securities.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could
differ from these estimates.

New Accounting Pronouncement

In May 2014, the Financial Accounting Standards Board issued a new accounting pronouncement regarding revenue
from contracts with customers. This new standard provides guidance on recognizing revenue, including a five step
model to determine when revenue recognition is appropriate. The standard requires that an entity recognizes revenue
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods or services. Adoption of the new standard is effective for
reporting periods beginning after December 15, 2016, with early adoption not permitted. Management is currently
evaluating the potential impact that the adoption of this standard will have on the Company's financial position, results
of operations, and related disclosures, and will adopt the provisions of this new standard in the first quarter of 2017.

2. Earnings Per Share

The calculation of basic earnings per share is computed by dividing net income available to common stockholders by
the weighted-average number of shares of common stock outstanding for the period. Unvested shares of restricted
stock are excluded from basic shares outstanding. Diluted earnings per share reflects the potential dilution that could
occur if outstanding stock options at the presented dates are exercised and shares of restricted stock have vested, using
the treasury stock method. The treasury stock method assumes proceeds from the exercise price of stock options, the
unamortized compensation expense and assumed tax benefits of options and restricted stock are available to acquire
shares at an average market price throughout the period, and therefore, reduce the dilutive effect.

13
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For the three months ended September 30, 2014 and 2013, there were 14.2 million and 15.7 million, respectively, of
outstanding options to purchase shares of Western Union stock excluded from the diluted earnings per share
calculation, as their effect was anti-dilutive. For the nine months ended September 30, 2014 and 2013, there were 16.3
million and 22.5 million, respectively, of outstanding options to purchase shares of Western Union stock excluded
from the diluted earnings per share calculation, as their effect was anti-dilutive.

14
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

The following table provides the calculation of diluted weighted-average shares outstanding (in millions):
Three Months Ended Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Basic weighted-average shares outstanding 527.8 552.1 537.0 558.5
Common stock equivalents 34 3.7 3.1 2.8
Diluted weighted-average shares outstanding 531.2 555.8 540.1 561.3

3. Acquisitions

During the first quarter of 2014, the Company acquired the Brazilian foreign exchange operations of Fitta DTVM S.A.
and Fitta Turismo Ltda. for total consideration of $18.5 million. The Company expects that the acquisition will enable
the Company to leverage its existing infrastructure to enter the retail walk-in foreign exchange business in Brazil and
accelerate the introduction of additional Western Union products and services.

Of the total consideration noted above, $15.6 million was allocated to identifiable intangible assets, the majority of
which relates to contractual relationships. The identifiable intangible assets are being amortized over a period of two
to twelve years with a weighted average life of ten years. The Company recognized $2.4 million of goodwill related to
this acquisition.

4. Productivity and Cost-Savings Initiatives Expenses

In the fourth quarter of 2012 and throughout 2013, the Company implemented initiatives to improve productivity and
reduce costs. The following table summarizes the activity for the employee termination benefits and other costs
related to the productivity and cost-savings initiatives accruals as of and for the nine months ended September 30,
2014 (in millions):

Severance,
%ﬁ%ﬁ;@gm Other (a)  Total
Benefits
Balance, December 31, 2013 $454 $1.0 $46.4
Cash payments (34.3 ) (1.0 ) (353 )
Balance, September 30, 2014 $11.1 $— $11.1

Other expenses primarily related to the relocation of various operations to new and existing Company
(@ facilities and third-party providers including expenses for hiring, training, relocation, travel and professional
fees. All such expenses were recorded when incurred.
The following table presents expenses related to productivity and cost-savings initiatives as reflected in the Condensed
Consolidated Statements of Income (in millions):
Three Months Nine Months
Ended September Ended September

30,2013 30,2013
Cost of services $4.5 $13.9
Selling, general and administrative 1.7 10.0
Total expenses, pre-tax $6.2 $23.9
Total expenses, net of tax $4.3 $16.6

9
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

The following table summarizes expenses related to productivity and cost-savings initiatives incurred by reportable
segment during the three and nine months ended September 30, 2013 (in millions):

Consumer—to—Consurﬁmsumer—to—Busings(%igf;ss Other Total
First quarter 2013 $ 32 $ 05 $— $0.5 $4.2
Second quarter 2013 11.7 1.4 0.1 0.3 13.5
Third quarter 2013 5.5 0.5 0.1 0.1 6.2
Total expenses $ 204 $ 24 $0.2 $0.9 $23.9

10
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

5. Fair Value Measurements

Fair value, as defined by the relevant accounting standards, represents the exchange price that would be received for
an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or

liability in an orderly transaction between market participants on the measurement date. For additional information on
how the Company measures fair value, refer to the Company's Annual Report on Form 10-K for the year ended

December 31, 2013.

The following tables reflect assets and liabilities that were measured at fair value on a recurring basis (in millions):

September 30, 2014

Assets:

Settlement assets:

State and municipal debt securities
State and municipal variable rate demand notes
Other debt securities

Other assets:

Derivatives

Total assets

Liabilities:

Notes and other borrowings
Derivatives

Total liabilities

December 31, 2013

Assets:

Settlement assets:

State and municipal debt securities
State and municipal variable rate demand notes
Other debt securities

Other assets:

Short-term bond mutual fund
Derivatives

Total assets

Liabilities:

Notes and other borrowings
Derivatives

Total liabilities

11

Fair Value Measurement Using

Level 1

Fair Value Measurement Using

Level 1

Level 2

$974.3
4124
94

333.7
$1,729.8

$3,916.7
260.5
$4,177.2

Level 2

$874.2
865.0
11.3

2243
$1,974.8

$4,343.2
2234
$4,566.6

Level 3

Level 3

Assets/
Liabilities at
Fair

Value

$974.3
4124
94

333.7
$1,729.8

$3,916.7
260.5
$4,177.2

Assets/
Liabilities at
Fair

Value

$874.2
865.0
11.3

100.2
224.3
$2,075.0

$4,343.2
2234
$4,566.6
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

No non-recurring fair value adjustments were recorded during the three and nine months ended September 30, 2014,
except those associated with acquisitions. The valuation of assets acquired, as disclosed in Note 3, was derived
primarily using unobservable Level 3 inputs, which require significant management judgment and estimation. No
non-recurring fair value adjustments were recorded during the three and nine months ended September 30, 2013.

Other Fair Value Measurements

The carrying amounts for many of the Company's financial instruments, including cash and cash equivalents,
settlement cash and cash equivalents, and settlement receivables and settlement obligations approximate fair value due
to their short maturities. The aggregate fair value of the Company's borrowings was based on quotes from multiple
banks and excluded the impact of related interest rate swaps. All the assets and liabilities in the above tables were
carried at fair value in the Condensed Consolidated Balance Sheets, with the exception of borrowings, which had a
carrying value of $3,714.2 million and $4,213.0 million as of September 30, 2014 and December 31, 2013,
respectively (see Note 12).

12
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

6. Commitments and Contingencies
Letters of Credit and Bank Guarantees

The Company had approximately $215 million in outstanding letters of credit and bank guarantees as of
September 30, 2014. The letters of credit and bank guarantees are primarily held in connection with lease
arrangements, certain agent agreements, and in relation to an uncertain tax position. The letters of credit and bank
guarantees have expiration dates through 2018, with the majority having a one-year renewal option, except for the
bank guarantee related to the uncertain tax position, which will expire upon resolution of this matter. The Company
expects to renew the letters of credit and bank guarantees prior to expiration in most circumstances.

Litigation and Related Contingencies
The Company is subject to certain claims and litigation, including but not limited to those discussed below:
State of Arizona Agreement and Settlement

On February 11, 2010, Western Union Financial Services, Inc. ("WUFSI"), a subsidiary of the Company, signed an
agreement and settlement ("Southwest Border Agreement"), which resolved all outstanding legal issues and claims
with the State of Arizona (the "State") and required the Company to fund a multi-state not-for-profit organization
promoting safety and security along the United States and Mexico border, in which California, Texas and New
Mexico are participating with Arizona. As part of the Southwest Border Agreement, the Company has made and
expects to make certain investments in its compliance programs along the United States and Mexico border and a
monitor (the "Monitor") has been engaged for those programs. In October 2014, the Superior Court of the State of
Arizona In and For the County of Maricopa approved the removal of the Monitor and the appointment of a
replacement Monitor. The Company has incurred, and expects to continue to incur, significant costs in connection
with the Southwest Border Agreement. The Monitor has made a number of recommendations related to the
Company's compliance programs, which also related to our Business Solutions business.

On January 31, 2014, the Southwest Border Agreement was amended to extend its term until December 31, 2017 (the
"Amendment") and imposes obligations on the Company and WUFSI in connection with WUFSTI’s anti-money
laundering ("AML") compliance programs and cooperation with law enforcement. In particular, the Amendment
requires WUFSI to continue implementing the primary and secondary recommendations made by the Monitor
appointed pursuant to the Southwest Border Agreement related to WUFSI’s AML compliance program, and includes,
among other things, timeframes for implementing such primary and secondary recommendations. Under the
Amendment, the Monitor may make additional primary recommendations until January 1, 2015, and additional
secondary recommendations until January 31, 2017. After these dates, the Monitor may only make additional primary
or secondary recommendations, as applicable, that meet certain requirements as set forth in the Amendment. Primary
recommendations may also be re-classified as secondary recommendations.

The Amendment provides that if WUFSI is unable to implement an effective AML compliance program along the

U.S. and Mexico border, as determined by the Monitor and subject to limited judicial review, within the timeframes to
implement the Monitor’s primary recommendations, the State may, within 180 days after the Monitor delivers its final
report on the primary recommendations on December 31, 2016, and subsequent to any judicial review of the Monitor’s

20
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findings, elect one, and only one, of the following remedies: (i) assert a willful and material breach of the Southwest
Border Agreement and pursue remedies under the Southwest Border Agreement, which could include initiating civil
or criminal actions; or (ii) require WUFSI to pay (a) $50 million plus (b) $1 million per primary recommendation or
group of primary recommendations that WUFSI fails to implement successfully. There are currently more than 70
primary recommendations and groups of primary recommendations.

13
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THE WESTERN UNION COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

If the Monitor concludes that WUFSI has implemented an effective AML compliance program along the U.S. and
Mexico border within the timeframes to implement the Monitor’s primary recommendations, the State cannot pursue
either of the remedies above, except that the State may require WUFSI to pay $1 million per primary recommendation
or group of primary recommendations that WUFSI fails to implement successfully.

If, at the conclusion of the timeframe to implement the secondary recommendations on December 31, 2017, the
Monitor concludes that WUFSI has not implemented an effective AML compliance program along the U.S. and
Mexico border, the State cannot assert a willful and material breach of the Southwest Border Agreement but may
require WUFSI to pay an additional $25 million. Additionally, if the Monitor determines that WUFSI has
implemented an effective AML compliance program along the U.S. and Mexico border but has not implemented some
of the Monitor’s secondary recommendations or groups of secondary recommendations that were originally classified
as primary recommendations or groups of primary recommendations on the date of the Amendment, the State may
require WUFSI to pay $500,000 per such secondary recommendation or group of recommendations. There is no
monetary penalty associated with secondary recommendations that are classified as such on the date of the
Amendment or any new secondary recommendations that the Monitor makes after the date of the Amendment.

The Amendment requires WUFSI to continue funding the Monitor’s reasonable expenses in $500,000 increments as
requested by the Monitor. The Amendment also requires WUFSI to make a one-time payment of $250,000, which was
paid in March 2014, and thereafter $150,000 per month for five years to fund the activities and expenses of a money
transfer transaction data analysis center formed by WUFSI and a Financial Crimes Task Force comprised of federal,
state and local law enforcement representatives, including those from the State. In addition, California, Texas, and
New Mexico are also participating in the money transfer transaction data analysis center.

The changes in WUFSI’s AML program required by the Southwest Border Agreement, including the Amendment, and
the Monitor’s recommendations have had, and will continue to have, adverse effects on the Company’s business,
including additional costs. Additionally, if WUFSI is not able to implement a successful AML compliance program
along the U.S. and Mexico border or timely implement a substantial portion of the Monitor’s primary
recommendations, each as determined by the Monitor, pursuit by the State of remedies under the Southwest Border
Agreement, including the Amendment, could have a material adverse effect on the Company’s business, financial
condition or results of operations.

United States Department of Justice Investigations

On March 20, 2012, the Company was served with a federal grand jury subpoena issued by the United States
Attorney's Office for the Central District of California ("USAO-CDCA") seeking documents relating to Shen Zhou
International ("US Shen Zhou"), a former Western Union agent located in Monterey Park, California. The principal of
US Shen Zhou was indicted in 2010 and in December 2013, pled guilty to one count of structuring international
money transfers in violation of United States federal law in U.S. v. Zhi He Wang (SA CR 10-196, C.D.

Cal.). Concurrent with the government's service of the subpoena, the government notified the Company that it is a
target of an ongoing investigation into structuring and money laundering. Since March 20, 2012, the Company has
received additional subpoenas from the USAO-CDCA seeking additional documents relating to US Shen Zhou,
materials relating to certain other former and current agents and other materials relating to the Company's AML
compliance policies and procedures. The government has interviewed several current and former Western Union
employees and has served grand jury subpoenas seeking testimony from several current and former employees. The
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government's investigation is ongoing and the Company may receive additional requests for information as part of the
investigation. The Company is cooperating fully with the government. The Company is unable to predict the outcome
of the government's investigation, or the possible loss or range of loss, if any, which could be associated with the
resolution of any possible criminal charges or civil claims that may be brought against the Company. Should such
charges or claims be brought, the Company could face significant fines, damage awards or regulatory consequences
which could have a material adverse effect on the Company's business, financial condition and results of operations.
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In March 2012, the Company was served with a federal grand jury subpoena issued by the United States Attorney’s
Office for the Eastern District of Pennsylvania (“USAO-EDPA”) seeking documents relating to Hong Fai General
Contractor Corp. (formerly known as Yong General Construction) (“Hong Fai”), a former Western Union agent located
in Philadelphia, Pennsylvania. Since March 2012, the Company has received additional subpoenas from the
USAO-EDPA seeking additional documents relating to Hong Fai. The government has interviewed several current
Western Union employees. The government's investigation is ongoing and the Company may receive additional
requests for information as part of the investigation. The Company is cooperating fully with the government. The
Company is unable to predict the outcome of the government's investigation, or the possible loss or range of loss, if
any, which could be associated with the resolution of any possible criminal charges or civil claims that may be
brought against the Company. Should such charges or claims be brought, the Company could face significant fines,
damage awards or regulatory consequences which could have a material adverse effect on the Company's business,
financial condition and results of operations.

On November 25, 2013, the Company was served with a federal grand jury subpoena issued by the United States
Attorney’s Office for the Middle District of Pennsylvania (“USAO-MDPA”) seeking documents relating to complaints
made to the Company by consumers anywhere in the world relating to fraud-induced money transfers since January 1,
2008. Concurrent with the government's service of the subpoena, the government notified the Company that it is the
subject of the investigation. Since November 25, 2013, the Company has received additional subpoenas from the
USAO-MDPA seeking documents relating to certain Western Union agents and Western Union’s agent suspension and
termination policies. The government's investigation is ongoing and the Company may receive additional requests
for information as part of the investigation. The Company is cooperating fully with the government. The Company is
unable to predict the outcome of the government's investigation, or the possible loss or range of loss, if any, which
could be associated with the resolution of any possible criminal charges or civil claims that may be brought against the
Company. Should such charges or claims be brought, the Company could face significant fines, damage awards or
regulatory consequences which could have a material adverse effect on the Company's business, financial condition
and results of operations.

On March 6, 2014, the Company was served with a federal grand jury subpoena issued by the United States Attorney’s
Office for the Southern District of Florida (“USAO-SDFL”) seeking a variety of AML compliance materials, including
documents relating to the Company’s AML, Bank Secrecy Act (“BSA”), Suspicious Activity Report (“SAR”) and
Currency Transaction Report procedures, transaction monitoring protocols, BSA and AML training programs and
publications, AML compliance investigation reports, compliance-related agent termination files, SARs, BSA audits,
BSA and AML-related management reports and AML compliance staffing levels. The subpoena also calls for Board
meeting minutes and organization charts. The period covered by the subpoena is January 1, 2007 to November 27,
2013. The Company has received additional subpoenas from the USAO-SDFL and the Broward County, Florida
Sheriff’s Office relating to the investigation, including a federal grand jury subpoena issued by the USAO-SDFL on
March 14, 2014, seeking information about 33 agent locations in Costa Rica such as ownership and operating
agreements, SARs and AML compliance and BSA filings for the period January 1, 2008 to November 27, 2013.
Subsequently, the USAO-SDFL served the Company with seizure warrants requiring the Company to seize all money
transfers sent from the United States to two agent locations located in Costa Rica for a 10-day period beginning in late
March 2014. On July 8, 2014, the government served a grand jury subpoena calling for records relating to transactions
sent from the United States to Nicaragua and Panama between September 1, 2013 and October 31, 2013. The
government has also notified the Company that it is a target of the investigation. The investigation is ongoing and the
Company may receive additional requests for information or seizure warrants as part of the investigation. The

24



Edgar Filing: Western Union CO - Form 10-Q

Company is cooperating fully with the government. The Company is unable to predict the outcome of the
government's investigation, or the possible loss or range of loss, if any, which could be associated with the resolution
of any possible criminal charges or civil claims that may be brought against the Company. Should such charges or
claims be brought, the Company could face significant fines, damage awards or regulatory consequences which could
have a material adverse effect on the Company's business, financial condition and results of operations.
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Shareholder Action and Other Matters

On December 10, 2013, City of Taylor Police and Fire Retirement System filed a purported class action complaint in
the United States District Court for the District of Colorado against The Western Union Company, its President and
Chief Executive Officer and a former executive officer of the Company, asserting claims under sections 10(b) and
20(a) of the Securities Exchange Act of 1934 (“Exchange Act”) and Securities and Exchange Commission rule 10b-5
against all defendants. On September 26, 2014, the Court appointed SEB Asset Management S.A. and SEB
Investment Management AB as lead plaintiffs. On October 27, 2014, lead plaintiffs filed a consolidated amended class
action complaint, which asserts the same claims as the original complaint, except that it brings the claims under
section 20(a) of the Exchange Act only against the individual defendants. The consolidated amended complaint also
adds as a defendant another former executive officer of the Company. The consolidated amended complaint alleges
that, during the purported class period, February 7, 2012 through October 30, 2012, defendants made false or
misleading statements or failed to disclose adverse material facts known to them, including those regarding: (1) the
competitive advantage the Company derived from its compliance program; (2) the Company’s ability to increase
market share, make limited price adjustments and withstand competitive pressures; (3) the effect of compliance
measures under the Southwest Border Agreement on agent retention and business in Mexico; and (4) the Company’s
progress in implementing an anti-money laundering program for the Southwest Border Area. This action is in a
preliminary stage and the Company is unable to predict the outcome, or the possible loss or range of loss, if any,
which could be associated with this action. The Company and the named individuals intend to vigorously defend
themselves in this matter.
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The Company and one of its subsidiaries are defendants in two purported class action lawsuits: James P. Tennille v.
The Western Union Company and Robert P. Smet v. The Western Union Company, both of which are pending in the
United States District Court for the District of Colorado. The original complaints asserted claims for violation of
various consumer protection laws, unjust enrichment, conversion and declaratory relief, based on allegations that the
Company waits too long to inform consumers if their money transfers are not redeemed by the recipients and that the
Company uses the unredeemed funds to generate income until the funds are escheated to state governments. The
Tennille complaint was served on the Company on April 27, 2009. The Smet complaint was served on the Company
on April 6, 2010. On September 21, 2009, the Court granted the Company's motion to dismiss the Tennille complaint
and gave the plaintiff leave to file an amended complaint. On October 21, 2009, Tennille filed an amended complaint.
The Company moved to dismiss the Tennille amended complaint and the Smet complaint. On November 8§, 2010, the
Court denied the motion to dismiss as to the plaintiffs' unjust enrichment and conversion claims. On February 4, 2011,
the Court dismissed the plaintiffs' consumer protection claims. On March 11, 2011, the plaintiffs filed an amended
complaint that adds a claim for breach of fiduciary duty, various elements to its declaratory relief claim and WUFSI as
a defendant. On April 25, 2011, the Company and WUFSI filed a motion to dismiss the breach of fiduciary duty and
declaratory relief claims. WUFSI also moved to compel arbitration of the plaintiffs' claims and to stay the action
pending arbitration. On November 21, 2011, the Court denied the motion to compel arbitration and the stay request.
Both companies appealed the decision. On January 24, 2012, the United States Court of Appeals for the Tenth Circuit
granted the companies' request to stay the District Court proceedings pending their appeal. During the fourth quarter
of 2012, the parties executed a settlement agreement, which the Court preliminarily approved on January 3, 2013. On
June 25, 2013, the Court entered an order certifying the class and granting final approval to the settlement. Under the
approved settlement, a substantial amount of the settlement proceeds, as well as all of the class counsel’s fees,
administrative fees and other expenses, would be paid from the class members' unclaimed money transfer funds,
which are included within "Settlement obligations" in the Company's Condensed Consolidated Balance Sheets.
During the final approval hearing, the Court overruled objections to the settlement that had been filed by several class
members. In July 2013, two of those class members filed notices of appeal. The United States Court of Appeals for the
Tenth Circuit heard oral arguments on March 18, 2014. The settlement requires Western Union to deposit the class
members' unclaimed money transfer funds into a class settlement fund, from which class member claims,
administrative fees and class counsel’s fees, as well as other expenses will be paid. On November 6, 2013, the Attorney
General of California notified Western Union of the California Controller’s position that Western Union’s deposit of the
unclaimed money transfer funds into the class settlement fund pursuant to the settlement “will not satisfy Western
Union’s obligations to report and remit funds” under California’s unclaimed property law, and that “Western Union will
remain liable to the State of California” for the funds that would have escheated to California in the absence of the
settlement. The State of Pennsylvania and District of Columbia have expressed similar views. Thus, there is reason to
believe that these and potentially other jurisdictions may bring actions against the Company seeking reimbursement
for amounts equal to the class counsel’s fees, administrative costs and other expenses that are paid from the class
settlement fund. If such actions are brought or claims that may otherwise require Western Union to incur additional
escheatment-related liabilities are asserted, Western Union would defend itself vigorously.

In August 2013, the Consumer Financial Protection Bureau (the “CFPB”) served Paymap, Inc. (“Paymap”), a subsidiary of
the Company which operates solely in the United States, with a civil investigative demand requesting information and
documents about Paymap’s Equity Accelerator service, which is designed to help consumers pay off their mortgages

more quickly. The CFPB’s investigation sought to determine whether Paymap’s marketing of the Equity Accelerator
service violated the Consumer Financial Protection Act’s prohibition against unfair, deceptive and abusive acts and
practices (“UDAAP”). The Company cooperated with the investigation. After reviewing information and documents
provided by the Company, in August 2014, the CFPB advised the Company of its view that certain aspects of

27



Edgar Filing: Western Union CO - Form 10-Q

Paymap’s marketing violated UDAAP. The Company has advised the CFPB that it disagrees with the CFPB’s
position. The Company is in discussions with the CFPB and is seeking to reach an appropriate resolution of this
matter. Due to the early stage of the discussions, the Company is unable to predict whether the CFPB will institute an
enforcement action to bring any claims against the Company as a result of the investigation, or the possible range of
loss, if any, which could be associated with such an action. Should the CFPB institute an enforcement action against
the Company, the Company could face significant restitution payments to certain Equity Accelerator consumers, civil
money penalties, or regulatory consequences that could have a material adverse effect on the Company’s business,
financial condition and results of operations.
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On March 12, 2014, Jason Douglas filed a purported class action complaint in the United States District Court for the
Northern District of Illinois asserting a claim under the Telephone Consumer Protection Act, 47 U.S.C. § 227, et seq.,
based on allegations that since 2009, the Company has sent text messages to class members’ wireless telephones
without their consent. The plaintiff has not sought and the Court has not granted class certification. The Company
intends to vigorously defend itself in this matter. However, due to the preliminary stage of the lawsuit and the
uncertainty as to whether it will ever be certified as a class action, the potential outcome cannot be determined.

In addition, in the normal course of business, the Company is subject to other claims and litigation. Management of
the Company believes such matters involving a reasonably possible chance of loss will not, individually or in the
aggregate, result in a material adverse effect on the Company's financial condition, results of operations and cash
flows. The Company accrues for loss contingencies as they become probable and estimable.

On January 26, 2006, the First Data Corporation ("First Data") Board of Directors announced its intention to pursue
the distribution of all of its money transfer and consumer payments business and its interest in a Western Union
money transfer agent, as well as its related assets, including real estate, through a tax-free distribution to First Data
shareholders (the “Spin-off”). The Spin-off resulted in the formation of the Company and these assets and businesses no
longer being part of First Data. Pursuant to the separation and distribution agreement with First Data in connection
with the Spin-off, First Data and the Company are each liable for, and agreed to perform, all liabilities with respect to
their respective businesses. In addition, the separation and distribution agreement also provides for cross-indemnities
principally designed to pl