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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q
Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 2007
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission File Number 001-32903

THE WESTERN UNION COMPANY

(Exact Name of Registrant as Specified in Its Chaer)

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

12500 EAST BELFORD AVENUE
ENGLEWOOD, CO 80112

(Address of principal executive offices) (Zip Code)

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

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pasta@s. Yes[x] No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act (Check one).

Large accelerated filed Accelerated filer O Non-Accelerated filerX]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yesl No

As of April 30, 2007, 772,658,429 shares of our own stock were outstanding.
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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements

THE WESTERN UNION COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(in millions, except per share amounts)

Revenues
Transaction fee
Foreign exchange reven
Commission and other revent

Total revenue

Expenses
Cost of service
Selling, general and administrati

Total expenses
Operating incom:

Other income/(expense

Interest expens

Interest incom

Interest income from First Data, r

Derivative gains/(losses), n

Foreign exchange effect on notes receivable fraist Biata, ne
Other income, ne

Total other (expense)/income, 1

Income before income tax

Provision for income taxe

Net income

Earnings per shan
Basic
Diluted
Weightec-average shares outstandi
Basic
Diluted

Three Months Ended

March 31,

2007 2006
$ 930.1 $ 869.¢
166.¢€ 144t
34.: 28.€
1,131.( 1,043.(
645.¢ 557.¢
180.¢ 172t
826.4 730.:
304.€ 312.7
(48.0) (0.4)
19.t 515
— 11.5
1.7 (5.6)
— (0.8)
4.3 2.C
(22.5) 12.2
282.1 324.¢
88.¢ 105.1
$ 193.2 $ 219.¢
$ 028 $ 0.2¢
$ 028 $ 0.2¢
768.2 763.¢
783.3% 763.¢

*  As further described in Note 4, total expensedude amounts paid to related parties of $54.Goniland $95.0 million for the three

months ended March 31, 2007 and 2006, respecti

See Notes to Condensed Consolidated FinancialrStats.
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THE WESTERN UNION COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(in millions, except per share amounts)

Assets

Cash and cash equivalel

Settlement asse

Property and equipment, net of accumulated degreciaf $223.2 and $213.1, respectiv
Goodwill

Other intangible assets, net of accumulated anadioiz of $228.8 and $211.4, respectiv
Other asset

Total asset

Liabilities and Stockholders’ (Deficiency)
Liabilities:

Accounts payable and accrued liabilit

Settlement obligation

Pension obligation

Deferred tax liability, ne

Borrowings

Other liabilities

Total liabilities
Commitments and contingencies (Note

Stockholder’ (Deficiency):
Preferred stock, $1.00 par value; 10 shares aatiahirno shares issu
Common stock, $0.01 par value; 2,000 shares aa#ftyriy 72.7 shares and 772.0 shares issued,
respectively
Capital deficiency
Retained earning
Accumulated other comprehensive |
Less treasury stock at cost, 3.8 shares and Or@sshiaspectivel
Total Stockholder (Deficiency)
Total Liabilities and Stockholde’ (Deficiency)

See Notes to Condensed Consolidated FinancialrStats.
4

March 31,

December 31

2007 2006
$1,561.C $ 1,421
1,203. 1,284.:

187.¢ 176.1
1,647.: 1,648.(

280.¢ 287.7

474.C 503.4
$5,353.( $ 5,321.
$ 5912 $ 554.¢
1,201.F 1,282.F

52.¢€ 52.¢

259.F 274.¢
3,278.¢ 3,323

1424 147 .4
5,526.¢ 5,635.¢

7.7 7.7

(418.5) (437.1)

385.: 208.(

(68.1) (73.5)

(78.5) (19.9)
(172.9) (314.)
$5,353.C $ 5,321.
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THE WESTERN UNION COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in millions)

Three Months Ended March 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciatior
Amortization
Deferred income tax provisic
Realized gain on derivative instrume
Other nol-cash items, ne
Increase (decrease) in cash, excluding the eftéasquisitions and dispositions, resulting from
changes in
Other asset
Accounts payable and accrued liabilit
Other liabilities

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES
Capitalization of contract cos

Capitalization of purchased and developed soft\
Purchases of property and equipm

Notes receivable issued to age

Repayments of notes receivable issued to ag

Cash received on maturity of foreign currency fauhe

Net cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Net repayments of commercial pa|

Repayments of net borrowings under credit facli
Proceeds from exercise of optic

Purchase of treasury sha

Advances from affiliates of First Da
Repayments of notes payable to First [
Additions to notes receivable from First D.

Net cash (used in)/provided by financing activi

Net change in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe $

Supplemental cash flow and non-cash activities infmation:
Interest paid (primarily to First Data, prior tetBeptember 29, 2006 s-off)

2007 2006
1932 $ 219
11.1 8.4
19.2 16.2
— 4.1
— (7.6)
12.F 8.2
27.¢ (13.7)
29.€ (28.6)
(6.5) (1.3)
287.1 205.
(4.4) (69.0)
(7.€) (0.8)
(25.9) (20.2)
(5.€) (140.0)
4.8 —
— 7.6
(38.7) (222.2)
(42.7) —
2.0 —
482 —
(112.6) —
— 107.
— (98.5)
— (7.5)
(109.7) 1.2
139. (15.7)
1,421 510.2
15610 $  494F
$ 112 $ 0.6
$ 80.1 $ 89

Income taxes paid (primarily to First Data, prioithe September 29, 2006 <-off)
See Notes to Condensed Consolidated Financialns¢ats.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Business and Basis of Presentation

The Western Union Company (“Western Union” or t®Mpany”) is a leader in global money transferypimg people with fast,

. . . . ® .
reliable and convenient ways to send money ar rld, pay hills.and purchase money orders.VWastern Union brand is globall
recognized. The Company% services are ayaﬁa%%a né%V\X)H( of agelet Irocatlons in myore than tries and terrltorles.gEac% y

location in the Company’s agent network is capalleroviding one or more of the Company’s services.

The Western Union business consists of the follgveagments:

» Consumer-to-consumer—provides money transfer ses\letween consumers, primarily through a globavaor of third-party
agents using its multi-currency, real-time moneysfer processing systems. This service is availfablboth international cross-
border transfers—that is, the transfer of fundsifane country to another and intra-country trarssfehat is, money transfers
from one location to another in the same cout

» Consumer-to-business—focuses on payments from owrsuo businesses and other organizations theitveconsumer
payments, including utilities, auto finance comganimortgage servicers, financial service providesgovernment agencies,
which we refer to as “billers”, through Western bim's network of third-party agents and various gtadc channels. While the
Company continues to pursue international expansidgts offerings in select markets, as demonstraiethe December 2006
acquisition of Servicio Electrénico de Pago S.Ad aslated entities (“SEPSA” or “Pago Fa@il”, see Note 3), a majority of the
segment’s revenue for the three months ended MalrcB007 was generated in the United States.

All businesses that have not been classified imocbnsumer-to-consumer or consumer-to-businessesdg are reported as “Other”
and include the Company’s money order and pregaices businesses. The Company’s money orderdassells Western Union branded
money orders issued by Integrated Payment Systeen$‘IPS”), a subsidiary of First Data CorporatigRirst Data”), to consumers at non-
bank retail locations primarily in the United Statnd Canada. Western Union also markets a Wedteéom branded prepaid card, and
provides top-up services for third parties thadvalconsumers to pay in advance for mobile phonecgimer services. Also included in “Other”
are certain expenses incurred by Western Unioffféatdts spin-off from First Data, as describedobe

The primary entities providing the services destibbove are Western Union Financial Services dnd.its subsidiaries (“WUFSI"),
Vigo Remittance Corp. (“Vigo”)Qrlandi Valuta, E Commerce Group, Paymap, Inc. 8BBSA. There are additional legal entities incluitk
the condensed consolidated financial statemerithie\Western Union Company, including First Finahklanagement Corporation
(“FFMC"), WUFSI's immediate parent company.

Various aspects of the Company'’s services and bssés are subject to United States federal, sidt®eal regulation, as well as
regulation by foreign jurisdictions, including cairt banking regulations. In addition, there aralexy regulatory limitations on transferring
certain assets of the Company outside of the cmsnirhere the respective assets are located, aubedthey constitute undistributed earnings
of affiliates of the Company accounted for under ¢lguity method of accounting. However, there areegally no limitations on the use of
these assets within those countries. As of Margi28Q7, the amount of assets subject to thesealiimits totaled approximately $160 million.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Spin-off from First Data

On January 26, 2006, the First Data Board of Dinescannounced its intention to pursue the distitioubf 100% of its shareholdings in
The Western Union Company (the “Separation”) thioagax-free distribution to First Data sharehadd&ffective on September 29, 2006,
First Data completed the Separation of The Wedt@ion Company and the distribution of Western Un@Zmmpany common shares to First
Data shareholders (the “Distribution”). Prior t@thistribution, The Western Union Company had beeeegment of First Data. For the
periods preceding the Distribution, The WesternddrCompany prepared its financial statements iagi#d been a stand-alone company. In
the preparation of the financial statements forpleods preceding the Distribution, The WestermodrCompany made certain allocations of
expenses that its management believed to be anaalsareflection of costs it would have otherwiseurred as a stand-alone company but
were paid by First Data.

Basis of Presentatio

The accompanying condensed consolidated interianéiial statements are unaudited and are prepagztordance with the
instructions for Form 10-Q and Article 10 of Redida S-X. In compliance with those instructionsrtaa information and footnote
disclosures normally included in annual consoliddieancial statements prepared in accordance geétterally accepted accounting princi
in the United States of America (“GAAP”) have beemdensed or omitted.

The unaudited condensed consolidated financiarsiatts in this quarterly report for periods endingr after the Distribution are
presented on a consolidated basis and includecttmuats of the Company and its majority-owned glibges. The financial statements for
the periods presented prior to the Distribution@esented on a combined basis and representéntities that were ultimately transferred to
the Company in connection with the spin-off. Theeds and liabilities presented have been reflamted historical basis, as prior to the
Distribution such assets and liabilities presentede 100% owned by First Data. However, the finalnsiatements for the periods presented
prior to the Distribution do not include all of thetual expenses that would have been incurred\testern Union been a stand-alone entity
during the periods presented and do not reflectt®viedJnion’s combined results of operations, finahposition and cash flows had Western
Union been a stand-alone company during the pepoesented. Results of operations and cash flomthéinterim periods are not
necessarily indicative of the results that may Xygeeted for the entire year or any other futuréqueas a result of the presentation described
above and in part to seasonality of certain businegs.

All significant intercompany transactions and agusthave been eliminated.

In the opinion of management, these condensed bkdatad financial statements include all the norregurring adjustments necessary
to fairly present the Company’s condensed consigdieesults of operations, financial position aadicflows as of March 31, 2007 and for
all periods presented. These condensed consoliflatattial statements should be read in conjunatith the Company’s consolidated
financial statements within the Company’s Annuap&# on Form 10-K for the year ended December 8062

The accompanying Condensed Consolidated BalanagtsSaee unclassified, consistent with industry ficacand due to the short-term
nature of Western Union’s settlement obligatiomsitcasted with its ability to invest cash awaitsejtlement in long-term investment
securities.

Use of Estimates

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

7



Table of Contents

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

Stock-Based Compensation

Prior to the spin-off, employees of Western Uniantigipated in First Data’s stock-based compenegtians. The Company currently
has a stock-based compensation plan that granteeWddnion stock options, restricted stock awarts r@stricted stock units to employees
and other key individuals who perform servicestha Company. In addition, the Company has a stadeth compensation plan that provides
for grants of Western Union stock options and statk awards to non-employee directors of the Campa

Effective January 1, 2006, the Company began ad¢omufor stock-based compensation in accordance Stiatement of Financial
Accounting Standards (“SFAS”) No. 123R, “Share-BaBayment” (“SFAS No. 123R") (see Note 12). SFAS N8R requires all stock-
based compensation to employees be measured abafiaér and expensed over the requisite servicegeand also requires an estimate of
forfeitures when calculating compensation expefke.Company recognizes compensation expense omswara straighline basis over tt
requisite service period for the entire award.

Reclassification:

Certain prior year amounts have been reclassifiedbhform to the current year presentation. The @ reclassified interest income
and interest expense related to third parties fitother income, net” to “Interest income” and “Ingst expense” to disclose them separately
on the face of the Condensed Consolidated Statsmé&iicome. This reclassification had no impacttmnconsolidated financial position,
results of operations or cash provided from openatias previously reported.

New Accounting Pronounceme|

The Company adopted the provisions of Financialoioting Standards Board (“FASB”) Interpretation M8, “Accounting for
Uncertainty in Income Taxes” (“FIN 48”) on Janudry2007 (see Note 11).

In September 2006, the FASB issued SFAS No. 1540y Walue Measurements” (“SFAS No. 157"), whichides fair value,
establishes a framework for measuring fair valugeurGAAP and expands disclosures about fair valeasurements. SFAS No. 157 applies
to other accounting pronouncements that requipgeanit fair value measurements. The new guidaneféstive for financial statements
issued for fiscal years beginning after November2®7, and for interim periods within those fisgaars. The Company is currently
evaluating the potential impact of the adoptiol5BAS No. 157 on its consolidated financial positi@sults of operations and cash flows.

On September 29, 2006, the FASB issued SFAS Nq.“Es@ployers Accounting for Defined Benefit Pensimd Other Postretirement
Plans—An Amendment of SFAS No. 87, 88, 106 and RB2(‘SFAS No. 158”). The remaining provisions thaitl be adopted under SFAS
No. 158 require a pl¢s funded status to be measured as of the dateeafmployer’s fiscal year end. The Company willrdd®its
measurement date from September 30 to December Bitar than 2008.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Lidie$” (“SFAS No. 159”).
SFAS No. 159 provides companies with an optiorefmrt selected financial assets and liabilitiefiatvalue, and establishes presentation
and disclosure requirements designed to faciltataparisons between companies that choose diffareasurement attributes for similar
types of assets and liabilities. The new guidasafective for fiscal years beginning after Novemhb5, 2007. The Company is currently
evaluating the potential impact of the adoptiol5BAAS No. 159 on its financial position and resaftsperations.

8
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

2. Earnings Per Share

The calculation of basic earnings per share exsldilation and is computed by dividing net inconvaitable to common stockholders
by the weighted-average number of shares of constamk outstanding for the period. Prior to Septem@® 2006, all outstanding shares of
Western Union were owned by First Data. Accordingy all periods prior to the completion of thesBibution on September 29, 2006, b:
and diluted earnings per share are computed usigtéhh Union’s shares outstanding as of that tihteested shares of restricted stock are
excluded from basic shares outstanding. Dilutedirgs per share subsequent to September 29, 20@étsehe potential dilution that could
occur if outstanding stock options at the presedtdd are exercised and shares of restricted ok vested and shares have been trans
in settlement of stock unit awards.

As of March 31, 2007, there were 2.7 million outsliag options to purchase shares of Western Urnimek ®£xcluded from the diluted
earnings per share calculation, as the exercise pfithe options exceeded or was equal to the @oyp average stock price.

The following table provides the calculation ofuidd weighted-average shares outstanding, andconlsiders the potential dilution for
stock options, restricted stock awards and resttistock units for the period subsequent to the-sffidate of September 29, 2006 (in
millions):

Three Months Ended

March 31,
2007 2006
Basic weighte-average share 768.2 763.¢
Common stock equivalents existing after the -off 15.1 —
Diluted weighte-average shares outstand 783.5 763.¢

3. Acquisitions and Disposals

In December 2006, the Company acquired SEPSA, wdpehates under the brand name Pago Fécilor a total purchase price of
$69.8 million, less cash acquired of $3.0 milli®ago Facil provides consumer-to-business paymentpi@paid services in Argentina.
Previously, the Company held a 25% interest in F&l, which was treated as an equity method imvest. As a result of acquiring the
additional 75% ownership, the Company’s entire gtrent in and results of operations of Pago Fasietbeen included in the condensed
consolidated financial statements since the adtprisilate. The preliminary purchase price allogatiesulted in $22.5 million of identifiable
intangible assets, a significant portion of whickrevattributable to the Pago Facil service marl,asguired agent and biller relationships.
The identifiable intangible assets were calcul&iasked on the additional 75% ownership interestiseduand are being amortized over twi
25 years. After adjusting the additional acquiretlassets to fair value, goodwill of $48.3 millimas recorded, which is not expected to be
deductible for income tax purposes. The purchaise pilocation is preliminary and subject to chaaffer the valuation of identifiable assets
and certain other assets and liabilities is fireiz

4. Related Party Transactions
Related Party Transactions with First De

The Condensed Consolidated Statements of Incoroetprihe spin-off include expense allocationsdertain corporate functions
historically provided to Western Union by First Balf possible, these allocations were made oreaifip identification basis. Otherwise, the
expenses related to services provided to Westeionliy First Data were allocated to Western Uniasdd on relative percentages, as
compared to First Data’s other businesses, of leador other appropriate methods depending ondlhgre of each item or cost to be
allocated.



Table of Contents

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

Charges for functions historically provided to WWestUnion by First Data are primarily attributabdeirst Datas performance of mar
shared services that the Company utilized prighéospin-off. Certain of these services continukggrovided through a transition services
agreement as described below. In addition, pridhéosspin-off, the Company also participated irtaiarFirst Data insurance, benefit and
incentive plans, and it received services direalgted to the operations of its businesses suchlbsenter services, credit card processing,
printing and mailing. Services received after Seytter 29, 2006 are discussed in the following pagigs addressing the transition services
and the commercial services agreements entereavititd=irst Data. The Condensed Consolidated Statésnof Income for the three months
ended March 31, 2006 reflect charges from Firsaad its affiliates for these services of $48.Biaoni. Included in this charge are amounts
recognized for stock-based compensation expenseglaas net periodic benefit income associateth wie Company’s pension plans.

The Company has entered into a transition sendgesement with First Data pursuant to which FirataDand Western Union are
providing each other with a variety of servicesdgueriod of time following the spin-off. Westermidn and First Data have agreed to make
each service available to the other on an as-ndealksd for a period of time not to exceed one j@kowing September 29, 2006, the date of
the spin-off. For the three months ended March2BD,7, Western Union has been charged $3.7 millimhtes charged First Data $0.4
million under this agreement.

Western Union and First Data entered into a numbeommercial services agreements in connectioh thi¢ spin-off pursuant to
which First Data and Western Union are providingises to each other. Services provided by Firgala Western Union include producing
and mailing cards and other material on behalf eEW#rn Union, check printing services, check ctepand remittance processing services,
lockbox and escheatment services, interactive waisponse and maintenance support, transactichatialn services, hosting and operating
banking software in its data center, access tekamianagement application, software developmentcgsr and payroll card services. These
agreements have terms ranging from one to six yBarghe three months ended March 31, 2007, Wes&taron has been charged $15.9
million relating to these agreements.

Included in “Interest income from First Data, net'the Condensed Consolidated Statements of Indontbe three months ended
March 31, 2006 was interest income of $11.8 milkamned on notes receivable from First Data sufnsédi and interest expense of $0.3
million incurred on notes payable to First Data athivere settled in connection with the spin-offrt@@ of the notes receivable were euro
denominated, and as such, the Company had relateidi currency swap agreements to mitigate theigarexchange impact to the Comp
on such notes. Included in “Foreign exchange effaatotes receivable from First Data, net” in tten@ensed Consolidated Statements of
Income during the three months ended March 31, 2088oreign exchange losses of $0.8 million from tevaluation of these euro
denominated notes receivable and related foreigeiccy swap agreements.

During the three months ended March 31, 2007 afé.2Be Company recognized commission revenues fiR8rin connection with it
money order business of $7.9 million and $7.6 onillirespectively.

First Data and Western Union entered into agreesriggginning on September 29, 2006, the date cfghreoff, with respect to
subleasing certain properties to each other. Alleases, the majority of which are subject to raaiewvithin the next two years, are priced at
levels reflecting either market rates or the pria-share of square footage utilized. First Datasuddeased property to Western Union in
various states and countries including GeorgiaadaNew Zealand and Ireland. Western Union hassskd property to First Data in
California, Colorado, Florida, Georgia, Texas, dlapan, South Africa and United Arab Emirates.th® three months ended March 31,
2007, Western Union incurred rent expense of $0libmand has recognized sublease income front Bieda of $0.4 million in connection
with subleases entered into with First Data.
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THE WESTERN UNION COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Other Related Party Transactions

The Company has ownership interests in certaitsafgents, all of which are accounted for undeethgty method of accounting. The
Company pays these agents, as it does its othatsagemmissions for money transfer and other sesvwprovided on the Company’s behalf.
Commissions paid to these agents for the threemsa@ded March 31, 2007 and 2006 totaled $54.@omiind $46.8 million, respectively.

5. Commitments and Contingencies

In the normal course of business, Western Uniauligect to claims and litigation. Management of WesUnion believes such matters
involving a reasonably possible chance of loss mat, individually or in the aggregate, result imaterially adverse effect on Western
Union’s financial position, results of operationscash flows. Western Union accrues for loss cgatities as they become probable and
estimable.

On August 21, 2006, the Interregional Inspectoiaie50 of the Federal Tax Service of the RussiateFaion for the City of Moscow
(“Tax Inspectorate”) issued a tax audit report ©@@Western Union MT East (“MT East”), an indiredhelly-owned subsidiary of the
Company, asserting claims for the underpaymentussSRin Value Added Taxes (“VAT") related to the rapiransfer activities of MT East
in Russia during 2003 and 2004. On October 24, 20@65Tax Inspectorate issued its final decisiortda assessment and tax demand notices
to MT East for approximately $20 million, includimg20% penalty and applicable interest to dateclwhssessment MT East challenged in
the applicable Russian court. The court ruled wofaf MT East, holding that the services providedRussia by MT East qualify as banking
services which are not subject to VAT, and the Fepectorate appealed this ruling. In April 200& appeals court issued an oral ruling
dismissing the Tax Inspectorate’s appeal, leaviiegdwer court’s ruling in favor of MT East uncha&lg The Tax Inspectorate has a right to
file a further appeal within the next few months. & March 31, 2007, the Company has not accruggatential loss or associated penalties
and interest based on the initial court ruling, sbbsequent dismissal to the Tax Inspectorate’sa@md the Company’s belief that such
services qualify as banking services and are rigestito tax.

Western Union is subject to unclaimed or abandgmegerty (escheat) laws in the United States andaab These laws require the
Company to turn over to certain government autiearithe property of others held by the Companytihatbeen unclaimed for a specified
period of time, such as unpaid money transfers.Gtmpany holds property subject to escheat lawgla@ompany has an ongoing
program to comply with the laws. The Company igactito audits with regard to its escheatment jrast

In 2002, Affiliated Computer Services (“ACS”) na#itl First Data of its intent to audit First Date'scheatment practices (and those of
all its subsidiaries) on behalf of 19 states (tR€S States”). The ACS States have subsequentlgased to 43 states. However, the ACS
States have agreed to allow First Data and itsidialies to conduct an internal examination of tlesicheatment practices utilizing thipdrty
experts. First Data has independently enteredMptantary Disclosure Agreements with four otheitasathe “VDA States”). Like the ACS
States, the VDA States agreed to allow First Dathits subsidiaries to conduct their own intereafiew in place of an audit by the states.

First Data completed the majority of its internabiew in December 2005. As a result of that reviemd in addition to amounts already
recorded, the Company recognized an $8.2 milli@tgx charge, reflected in “Cost of Services” in @@nsolidated Statements of Income, in
the fourth quarter of 2005 for domestic and intéomal escheatment liabilities (portions of thisaole are not scheduled to be remitted until
periods beyond 2007). Western Union and First Datee agreed that First Data will continue discussioith the ACS States and VDA
States on behalf of Western Union and is authoriaexittle the escheat liabilities within speciffggtameters.

Western Union has completed its internal reviewiand the final discussions of the results thengith the ACS States and the VDA
States. Any difference between the amounts acdiyelle Company and those claimed by a state oigiojarisdiction will be reflected in tt
periods in which any resolutions occur.
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Pursuant to a separation and distribution agreemintirst Data in connection with the spin-oféésNote 1), First Data and the
Company are each liable for, and agreed to perfaliiabilities with respect to their respectivadinesses. In addition, the separation and
distribution agreement also provides for cross+indigies principally designed to place financialpessibility for the obligations and
liabilities of the Company’s business with the Camyp and financial responsibility for the obligatioand liabilities of First Data’s retained
businesses with First Data. The Company also ethiate a tax allocation agreement that sets fdréhrights and obligations of First Data ¢
the Company with respect to taxes imposed on tespective businesses both prior to and aftergheddf as well as potential tax obligatic
for which the Company may be liable in conjunctwith the spin-off.

6. Settlement Assets and Settlement Obligations

Settlement assets represent funds received orreckeésed from agents for unsettled money trangfedsconsumer payments. Western
Union records corresponding settlement obligatietesting to amounts payable under money transfémpayment service arrangements. The
difference in the aggregate amount of settlemesdtasand obligations is due to cumulative unredlizt investment gains and losses.

Settlement assets and obligations are comprist#tedbllowing (in millions):

As of
As of December 31
March 31,
2007 2006
Settlement asset
Cash and cash equivalel $ 350.¢ $ 348.
Receivables from selling agents, 696.1 781.2
Investment securitie 156.¢ 154.2
$1,203.: $ 1,284.
Settlement obligation:
Money transfer and payment services paya $ 750.¢ $ 714t
Payables to agen 450.¢ 568.(
$1,201.! $ 1,282

7. Comprehensive Income
The components of other comprehensive income,frtakpare as follows (in millions):

Three Months Ended

March 31,
2007 2006
Net income $193.2 $219.¢
Unrealized loss on investment securi — (0.7
Unrealized gain/(loss) on hedging activit 6.1 (11.9)
Foreign currency translation adjustm (0.7) —
Total other comprehensive incor $ 198.€ $ 208.(

12



Table of Contents

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

8. Employee Benefit Plans
Defined Benefit Plan

FFMC's acquisition of WUFSI in November 1994 inchatithe assumption of $304.0 million of underfundedsion obligations related
to two frozen defined benefit pension plans. Bdrefcruals under these plans were frozen in 198& Pata reduced these underfunded
obligations by contributing $35.6 million in 2004 the plans. No contributions were made by Firda@a Western Union in 2005 and 2006.
As part of the Distribution, Western Union is respible for any remaining underfunded pension oltiligs. Western Union does not
currently anticipate contributing to the plans 00Z. A September 30 measurement date is useddd@dampany’s plans.

On December 31, 2006, the Company adopted the méemgand disclosure provisions of SFAS No. 158jch requires the Company
to recognize the funded status of its pension plaiits Consolidated Balance Sheets as of Dece®ihe2006 with a corresponding
adjustment to “Accumulated other comprehensive’]Jast of tax. Due to the frozen status of the Camps pension plans, the Company’s
funded status of its pension plans was alreadggtftl in its Consolidated Balance Sheets, andftrereno such adjustment was required to
“Pension obligations”, “Deferred tax liability, riedr “Accumulated other comprehensive loss” on daopof SFAS No. 158.

The following table provides the components of periodic benefit income for the defined benefit@en plans (in millions):

Three Months Ended

March 31,
2007 2006
Interest cost $ 6.1 $ 6.2
Expected return on plan ass (7.2) (7.5
Amortization of unrecognized actuarial Ic 0.8 1.1
Net periodic benefit incom $ (0.0) $ (0.2

9. Derivative Financial Instruments

The Company is exposed to risks relating to flutitunes in foreign currency exchange rates, primatiy euro and British pound, related
to forecasted revenues and also on settlemensassgbligations. The Company’s policy is to miizienits exposure related to adverse
changes in foreign currency exchange rates whdhipiting speculative or market-making activiti#ile Company uses longer-term foreign
currency forward contracts, generally with matestof one year or less, to mitigate some of thergkated to forecasted revenues.
Additionally, during February 2007, the Companyised certain guidelines related to revenue hedgaidw for the extension of the
duration of its foreign currency forward contrasted to mitigate these risks up to 36 months &pition, with a weightedverage maturity
approximately one year at any one point in timeorSterm foreign currency forward contracts, getienaith maturities of less than two
weeks, are utilized to offset foreign exchange flatetuations on settlement assets and settlent@igations between transaction initiation
and settlement. As such, changes in their fairevahe included in operating expenses consistehtfaieign exchange rate fluctuations on the
related settlement assets and obligations.

The Company does not believe its derivative finahicistruments expose it to more than a nominaluarhof credit risk as the
counterparties are established, well-capitalizedrftial institutions with credit ratings of “A” dwetter from major rating agencies. The credit
risk inherent in these agreements represents tslplity that a loss may occur from the nonperfante of a counterparty to the agreements.
The Company performs a review of the credit riskhalse counterparties at the inception of the healya quarterly basis and as
circumstances warrant. The Company also monit@sdmcentration of its contracts with any individcaunterparty. The Company
anticipates that the counterparties will be abltully satisfy their obligations under the agreetseifhe Company’s exposures are in liquid
currencies, so there is minimal risk that apprdpraerivatives to maintain the hedging program wadt be available in the future.
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The details of each designated hedging relatiorstggormally documented at the inception of tharmgement, including the risk
management objective, hedging strategy, hedged gpetific risks being hedged, the derivative instent, how effectiveness is being
assessed and how ineffectiveness, if any, will bagared. The derivative must be highly effectiveffeetting the changes in cash flows, and
effectiveness is continually evaluated on a reospe and prospective basis. The Company asstmseffectiveness of its foreign currency
forward contracts, used to mitigate some of thiesriglated to forecasted revenues, based on changesspot rate of the affected currencies
during the period of designation. Accordingly, @llanges in the fair value of the hedges not consitleffective are recognized immediately
in “Derivative gains/(losses), net” within the Coamy’s Condensed Consolidated Statements of IncGmanges in the fair value due to the
interest rate differential between the two curreacand all changes in the fair value during periadvhich the instrument was not design:
as a hedge, were excluded from the measuremeffeofieeness and resulted in a $1.7 million gainmtythe three months ended March 31,
2007. For all periods prior to September 29, 2066,Company had no foreign currency derivatives qoalified as hedges under SFAS
No. 133. As such, changes in the fair value ofGbenpan'’s foreign currency forward contracts prior to Sapber 29, 2006, not utilized to
offset foreign exchange rate fluctuations on seitliet assets and settlement obligations, were teflén “Derivative gains/(losses), net”.

The aggregate United States dollar equivalent natiamount of foreign currency forward contractklimy the Company with external
third parties as of the balance sheet dates d@laws (in millions):

March 31, December 31
2007 2006
Contracts not designated as hed;
Euro $ 222.( $ 249t
British pound 45.1 43.t
Other 16.C 51.1
Contracts designated as hedc
Euro 344.¢ 333.¢
British pound 73.1 73.2

As of March 31, 2007 and December 31, 2006, theyicay values and fair values of the Company’s foneturrency forward contracts
with external third parties were net liabilities$#3.0 million and $12.2 million, respectively.

In October 2006, the Company executed forwardistpimterest rate swaps with a combined notionabamb of $875 million to fix the
interest rate in connection with an anticipatedasee of fixed rate debt securities expected tistreed between October 2006 and May 2007.
The Company designated these derivatives as aasth#édges of the variability in the cash outflovisnéerest payments on the first $875
million of the forecasted debt issuance due to gharin the benchmark interest rate. The swaps egrected to be highly effective in
hedging the interest payments associated withdteeésted debt issuance as the terms of the hedgkesling the life and notional amount,
mirrored the probable issuance dates of the fotedatebt issuances, and statistical analyses wiriuial relationships indicated a high
correlation between spot and forward swap ratealfgrossible issuance dates within the expectege®f issuance dates.

In November 2006, the Company terminated these swaponjunction with the issuance of fixed ratéesadue 2011 and 2036, by
paying cash of approximately $18.6 million to theeicterparties. The difference in the actual isseatate and the probable issuance date as
stated in our hedge designation documentationtezsin ineffectiveness of $0.6 million, which wasmediately recognized in “Derivative
gains/(losses), net” in the Company’s Consolid&tdements of Income. No amounts were excluded fhenmeasurement of effectiveness.
The remaining $18.0 million loss was included irctimulated other comprehensive loss” and will lbaiesified to “Interest expense” over
the life of the related notes.
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The following table summarizes activity in “Accuratéd other comprehensive loss” related to all d¢ires designated as cash flow
hedges (in millions):

March 31,
2007

Balance included i“Accumulated other comprehensive I’ at January 1 $ (29.9)
Reclassification into earnings frc¢* Accumulated other comprehensive ”:

Revenue 2.8

Interest expens 0.4

Total reclassification 3.3

Changes in fair value of derivatives, net of 2.8

Balance included i“Accumulated other comprehensive I’ at end of periot $ (23.2

There were no amounts in “Accumulated other cormgmsive loss” relating to derivative financial instrents during the three months
ended March 31, 2006, as the Company had no dieegahat qualified as hedges under SFAS No. 133.

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

March 31, December 31
2007 2006

Shor-term:
Commercial paper, weight-average interest rate of 5.4 $ 281.¢ $ 324.¢
Notes payable due April 2007 and January 2007 etisely 1.C 3.C
Long-term:
Floating rate notes, due 2008, interest at threetimblBOR plus
0.15% (5.5% at March 31 and December 31, respdyg}i 500.( 500.(
5.400% notes, net of discount, due 2! 999.( 999.(
5.930% notes, net of discount, due 2! 999.% 999.7
6.200% notes, net of discount, due 2! 497.2 497.2
Total borrowings $3,278.¢ $ 3,323.

Exclusive of discounts, maturities of borrowingsa#arch 31, 2007 are $282.9 million in 2007, $80Million in 2008, $1.0 billion in
2011 and $1.5 billion thereafter. There are nomemttial maturities on borrowings during 2009 anti®0

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

The Company adopted the provisions of FIN 48, arudey 1, 2007. The cumulative effect of applyinig thterpretation resulted in a
reduction of $0.6 million to the January 1, 200%abee of retained earnings.

The Company has established contingency reservesdterial, known tax exposures, including potén#a audit adjustments with
respect to its international operations, which wes#ructured in 2003. The Company’s tax resergfisat what it believes to be reasonable
assumptions as to the likely resolution of theéssimvolved if subject to judicial review. Whilegtf€ompany believes that its reserves are
adequate to cover reasonably expected tax riske ttan be no assurance that, in all instancdssae raised by a tax authority will be
resolved at a financial cost that does not exceegtiated reserve. Any difference from the Comfmpwsition as recorded in its financial
statements and the final resolution of a tax isgillde reflected in the Company’s income tax exg®im the period during which the issue is
resolved.

Unrecognized tax benefits represent the aggregateftect of differences between tax return posgiand the amounts recognized ir
Company’s financial statements. The total amountmwé&cognized tax benefits as of January 1, 2008, giving effect to FIN 48 is $166.0
million. A substantial portion of these unrecoguizax benefits relates to the 2003 restructurinthefCompany’s international operations
whereby the Company has benefited by having itsrimefrom certain foreign-to-foreign money trangfansactions taxed at relatively low
foreign tax rates compared to the Company’s comtbiaderal and state tax rates in the United Statestotal amount of unrecognized tax
benefits that, if recognized, would affect the efifee tax rate is $156.2 million.

The Company recognizes interest and penaltiesredthect to unrecognized tax benefits in incomeeigpense and records the
associated liability in “Accounts payable and aectiiabilities” in its Condensed Consolidated Bakusheets. The total amount of accrued
interest and penalties as of the date of adoptidtid 48 was $12.3 million, after giving effect tioe adjustment for the implementation of
FIN 48.

The Company has identified no uncertain tax pasitay which it is reasonably possible that theltataount of unrecognized tax
benefits will significantly increase or decreaséhimi 12 months, except for recurring accruals astag uncertain tax positions.

The Company and its subsidiaries file tax retuordlie United States, for multiple states and iealand for various nobhited State
jurisdictions, and the Company has identified thété States and Ireland as its two major tax glicions. With few exceptions, tt
Company is no longer subject to United States #dstate, local or non-United States income tat@rations for years before 2002. The
Internal Revenue Service (“IRS”) is conducting &sidif the United States federal consolidated inctareeturns of First Data for the years
2002 through 2004, which returns include the taxabsults of the Company and its subsidiaries.ddmpany currently contemplates that
the IRS will complete its examination stage dur@@§7 for the 2002 year, and during 2008 for the328@d 2004 years. The Irish income tax
returns of certain Company subsidiaries for they@803 and forward are eligible to be examinethleyirish tax authorities, although no
examinations have commenced.

At March 31, 2007, no provision had been made foitédl States federal and state income taxes oigfosarnings of approximately
$910.1 million, which are expected to be reinvestet$ide the United States indefinitely. Upon dlsttion of those earnings in the form of
dividends or otherwise, the Company would be suhlgebtinited States income taxes (subject to ansaaient for foreign tax credits), state
income taxes, and withholding taxes payable toougrforeign countries.
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Tax Allocation Agreement with First Data

Pursuant to a tax allocation agreement signednmection with the spin-off from First Data, the Quany and First Data each are liable
for taxes imposed on their respective businessspymr to and after the spin-off. Although managst of the Company believes that such
taxes have been appropriately apportioned betwishFata and the Company, subsequent adjustmeatsootur as tax filings for such
years are made with all applicable tax jurisdicsi@md such filings are finalize

Also under the tax allocation agreement, with respetaxes and other liabilities that could be as@d as a result of a final
determination that is inconsistent with the anegal tax consequences (as set forth in the prigt ruling) in connection with the spin-off
(and certain related transactions) if such tramsiastdo not qualify for tax-free treatment under thternal Revenue Code (“Restructuring
Taxes”"),the Company will be liable to First Data (i) foryasuch taxes or liabilities attributable solelyaittions taken by or with respect to
Company, and (ii) for 50% of any such taxes orilitdss (A) that would not have been imposed buttfe existence of both an action by the
Company and an action by First Data or (B) wheeeGbmpany and First Data each take actions ttaatdistg alone, would have resulted in
the imposition of such taxes or liabilities. Then@any may be similarly liable if it breaches certapresentations or covenants set forth in
the tax allocation agreement. If the Company isiiregl to indemnify First Data for taxes incurredaa®sult of the spin-off being taxable to
First Data, it likely would have a material adveestect on the Company’s business, financial positind results of operations. First Data
generally will be liable for all Restructuring Taxether than those described above.

12. Stock Compensation Plans
Conversion of First Data Awards

At the time of the spin-off (see Note 1), First ®abnverted stock options, restricted stock awamdd,restricted stock units
(collectively, “Stock-Based Awards”) on First Datimck held by Western Union and First Data empleyBer Western Union employees,
outstanding First Data Stock-Based Awards were edad to new Western Union Stock-Based Awardscatn@ersion ratio of 2.1955
Western Union Stock-Based Awards for every Firstal#tock-Based Award held prior to the spin-offeTdonversion was based on the pre-
distribution First Data closing price with due bitif $42.00 relative to the Western Union whenésisclosing price of $19.13 on
September 29, 2006. The new Western Union StoclkedAsvards maintained both the menversion aggregate intrinsic value of each of
and the ratio of the exercise price per sharedgdah market value per share. For First Data eyg#s, each First Data Stock-Based Award
held prior to the spin-off was converted into oaplacement First Data Stock-Based Award and ondaifeSlnion Stock-Based Award,
which maintained both the pre-conversion aggremtimsic value and the ratio of the exercise ppee share to the fair market value per
share.

Substantially all converted Stock-Based Awardssaitigect to the terms and conditions applicablé¢odriginal First Data Stock-Based
Awards, including change of control provisions whiequire full vesting upon a change of controFoét Data. As of March 31, 2007, there
was approximately $25 million of total unrecognizgsnpensation cost, net of assumed forfeitureataelto nonsested stock options held
Western Union employees that would become immdgtiaested upon such a change in control of FirdaDa
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Stock Option Activity

A summary of Western Union stock option activitjateng to Western Union and First Data employeesHe three months ended
March 31, 2007 is as follows (options and aggregdtasic value in millions). All awards have beadjusted to reflect the conversion ratio
as of the date of the spin-off, as all stock opiprior to the spin-off were options in First Datack. Of the 70.4 million outstanding options
to purchase common shares of the Company, overa&88%eld by First Data employees.

Three Months Ended March 31, 2007

Aggregate
Weighted-Average
Weighted-Average Remaining Intrinsic
Options Exercise Price Contractual Term Value
Outstanding at January 73.¢ $ 17.8¢
Granted 0.2 22.4¢
Exercisec (2.9 15.9¢
Cancelled / forfeite: 0.7) 20.1¢
Outstanding at March 3 70.£ $ 17.91 6 $ 314.¢
Western Union options exercisable at March 55.t $ 17.3¢ 6 $ 283.c

The total intrinsic value of stock options exerdiskiring the three months ended March 31, 20072806 were $18.8 million and $1:
million, respectively.

Restricted Stock Awards and Restricted Stock Units

A summary of Western Union activity for restrictetdck awards and units relating to Western UniahBinst Data employees for the
three months ended March 31, 2007 is listed bebmafds/units in millions). All restricted stock awla and units have been adjusted to
reflect the conversion ratio as of the date ofgpi@-off, as all restricted stock awards and umitsr to the spin-off were in First Data stock:

Three Months Ended
March 31, 2007

Number Weighted-Average
QOutstanding Grant-Date Fair Value
Non-vested at January 3.C $ 19.8(
Granted — 22.4C
Vested (0.5) 20.4:
Forfeited — 19.5¢
Non-vested at March 3: 2.5 $ 19.6(C
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Stock-Based Compensation

The following table sets forth the total impactearnings for stock-based compensation expensenmzeabin the Condensed
Consolidated Statements of Income resulting fravaksbptions, restricted stock awards, restrictedlstinits, and employee stock purchase
plan (“ESPP”) rights for Western Union employeestfe three months ended March 31, 2007 and 2@0i{lions). Although Western
Union has not adopted an employee stock purchase fhle Company’s employees were allowed to ppeteiin First Data’s ESPP prior to
the spin-off. A benefit to earnings is reflectedagsositive and a reduction to earnings is refetete a negative.

Three Months Ended March 31,

2007 2006
Income before income tax $ (8.9) $ (6.2
Income tax benefit from sto-based compensation expel 2.8 1.7
Net income $ (5.9 $ (4.9
Earnings per sharn
Basic $ (0.0)) $ (0.0))
Diluted $ (0.0)) $ (0.0))

Included in stock-based compensation expense dbotlee three months ended March 31, 2006 is $3l®mof allocated stock-based
compensation related to employees of First Data pvbwided administrative services to the Comparngrpo the spin-off.
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The fair value of Western Union options grantedssgiuent to the spin-off and First Data stock optiand ESPP rights granted to
Western Union employees prior to the spin-off fog three months ended March 31, 2007 and 2006 stiasaged at the date of grant using a
Black-Scholes option pricing model with the follagi assumptions:

Three Months Ended March 31,

2007 2006
Stock options granted (pos-spin grants):
Weightec-average ris-free interest rat 4.71% —
Weightec-average dividend yiel 0.1&% —
Volatility 23.6(% —
Expected term (in year 6.C —
Weightec-average fair valu $ 8 —
Stock options granted (pre-spin grants):
Weightec-average ris-free interest rat — 4.5%%
Weightec-average dividend yiel — 0.5¢%
Volatility — 23.7(%
Expected term (in year — 5.C
Weightec-average fair value (p-spin) — $ 12
ESPP:
Weightec-average ris-free interest rat — 4.7(%
Weightec-average dividend yiel — 0.5¢%
Volatility — 23.5(%
Expected term (in year — 0.2t
Weightec-average fair value (p-spin) — $ 9
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13. Segments

The Company classifies its businesses into twortapte segments: consumer-to-consumer and constantrrsiness. Operating
segments are defined by SFAS No. 131, “DisclosAlEsut Segments of an Enterprise and Related Infooma as components of an
enterprise about which separate financial inforamats available that is evaluated regularly bydhief operating decision maker (“CODM”)
in deciding where to allocate resources and inss&sg performance.

* The consumer-to-consumer reporting segment provide®ey transfer services between consumers, ptymhrbugh a global
network of thir-party agents using its mi-currency, reetime money transfer processing syste

» The consumer-to-business reporting segment proyidgsents from consumers to billers through a nétwbthird-party agents
and various electronic channels, including theptetse and the Internet. A majority of the segme2®87 revenue was generated
in the United State:

All businesses that have not been classified inttsamer-to-consumer or consumer-to-business, ptintae Company’s money order
and prepaid services businesses, and certain eegerirred in connection with the spin-off areored as “Other.” The Company
previously operated a messaging and an interndtgwapaid cellular top-up business. These two kassias, representing aggregated revenue:
in the three months ended March 31, 2006 of $3lBomiand operating income before taxes of $0.9iom| were shut down or sold in early
2006 and are included in “Other.” Due to the immatenature of these businesses, they have not ppemented separately as discontinued
operations.

Consumer-to-consumer segment revenue typicallyeasas sequentially from the first quarter to thetfoquarter each year and
declines from the fourth quarter to the first qaadf the following year. This seasonal fluctuatismelated to the holiday season in various
countries during the fourth quarter.
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The following table presents the Company’s repdetabgment results for the three months ended M2ikcR007 and 2006 (in

millions):

Revenues
Consume-to-Consumer
External revenu
Transaction fee
Foreign exchange reven
Other revenue

Consume-to-Business
External revenu
Transaction fee
Foreign exchange reven
Other revenue

Other:
External revenu
Transaction fee
Commission and other revent
Internal revenu

Eliminations

Total revenue

Operating income
Consume-to-Consumel
Consume-to-Business
Other

Total operating incom

Three Months Ended

March 31,

2007 2006
$ 751.2 $ 705t
166.: 144.%
8.8 7.C
926.: 856.¢
168.¢ 151.2
0.3 0.3
13.1 10.2
182.2 161.¢
10.1 13.1
12.4 11.c
— 0.9
22.t 25.c
— (0.9)
$1,131.C  $1,043.(
$ 238.% $ 2471
60.¢€ 58.7
5.C 6.9
$ 304.€ $ 312.%
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

ITEM 2.

This report on Form 10-Q contains certain stateraghat are forward-looking within the meaning of fArivate Securities Litigation
Reform Act of 1995. These statements are not gteearnf future performance and involve certaingjskcertainties and assumptions t
are difficult to predict. Actual outcomes and reésuhay differ materially from those expressed irigrplied by, our forward-looking
statements. Words such as “expects,” “anticipatéfélieves,” “estimates”’and other similar expressions or future or condiabverbs sucl
as “will,” “should,” “would” and “could” are intend ed to identify such forward-looking statements.d®es of the Form 10-Q of The
Western Union Company (the “Company,” “Western Unid'we,” “our” or “us”) should not rely solely on the forward-looking statements
and should consider all uncertainties and riskotighout this report as well as those discussed witiRisk Factors” included within the
Annual Report on Form -K for the year ended December 31, 2006. The stattsrare only as of the date they are made, an€tmepany
undertakes no obligation to update any forward-logkstatement.

Possible events or factors that could cause resulfgerformance to differ materially from those mgsed in our forward-looking
statements include the following: changes in genecanomic conditions and economic conditions andbographic regions and industries
which we operate; the impact of our spin-off frorsFData Corporation (“First Data”); changes in imigration laws, patterns and other
factors related to immigrants; technological chasgparticularly with respect to-commerce; our ability to attract and retain quagid key
employees; changes in foreign exchange rates,dirgiuthe impact of foreign exchange spreads on muaasfer transactions; adverse
movements and volatility in debt and equity capitakrkets; political conditions and related actidngthe United States and abroad which
may adversely affect the Company’s businessesambmic conditions as a whole; continued growtthim money transfer market and other
markets in which we operate at rates approximatagent levels; implementation of agent contractsoading to schedule; our ability to
maintain our agent network; deterioration in consrsi confidence in our business, or in traditiomabney transfer providers generally;
successfully managing credit and fraud risks framagents and consumers; liabilities and unantitgehdevelopments resulting from
litigation and regulatory investigations and similmatters, including costs, expenses, settlemamdgugments; changes in domestic or
foreign laws, rules and regulations as well as tnt¢ Revenue Service or other governmental age’ interpretations thereof; changes in
accounting standards, rules and interpretationanpetition with banks and other nonbank money texrsdrvices providers; our ability to
grow our core businesses; our ability to develop artroduce new products, services and enhancemamtisgain market acceptance of si
products; our ability to protect our brands and aather intellectual property rights and to defendgrselves against potential pate
infringement claims; any material breach of sequadf or interruptions in any of our systems; meggexcquisitions and integration of
acquired businesses into the Company; decisiodswmsize, sell or close units or otherwise chahgebtusiness mix; catastrophic events;
and management’s ability to manage these and atbles.

Overview
We are a leading provider of money transfer sesyioperating in two business segments:

e Consumer-to-consumer money transfer services, geavprimarily through a global network of third-yaagents using our multi-
currency, real-time money transfer processing systd his service is available for both internatiarass-border transactions—
that is, the transfer of funds from one countramother—and intra-country transferghat is, money transfers from one locatiol
another in the same count

» Consumer-to-business payment services, which almveumers to send funds to businesses and otharmipagions that receive
consumer payments, including utilities, auto firmeompanies, mortgage servicers, financial sepwioeiders and government
agencies (all sometimes referred to as “billersiduigh our network of third-party agents and vasielectronic channels. While
the Company continues to pursue international esiparof its offerings in selected markets, as destrated by the December
2006 acquisition of Servicio Electrénico de Pagh. &nd related entities (“SEPSA” or “Pago Facill)majority of the segment’s
revenue for the three months ended March 31, 2@&7generated in the United Sta

Businesses not considered part of the segmentsilied@bove are categorized as “Other” and gereagiproximately 2% of our total
revenue for the three months ended March 31, 26672806.

23



Table of Contents

Significant Financial and Other Highlights
Significant financial and other highlights for ttheee months ended March 31, 2007 include:
*  We generated $1,131.0 million in total consolida&eenues, and $193.2 million in consolidated nebine.

* We completed 37.8 million consumer-to-consumerdaations worldwide, an increase of 14% over theparable period in the
prior year.

 We completed 100.4 million consumer-to-businegsstations, an increase of 64% over the comparaiedoin the prior year.
Excluding transactions attributable to Pagcil, consume-to-business transactions increased 2% in 2007 compa2aD6.

e Our spin-off from First Data was completed on Seqjiter 29, 2006. As such, profit and cash flow corispas with the prior year
are and will continue to be meaningfully impactedtiie fact that, up until September 29, 2006, weeveesegment of First Data,
while now we are a stand-alone public company arigular, interest expense and corporate overhesits will be higher in
periods subsequent to the <off.

The Separation of Western Union from First Data

The spin-off by First Data of its money transfed amnsumer payments businesses became effectiSemiamber 29, 2006 through a
distribution of 100% of the common stock of The Wées Union Company to the holders of record oftHirata’s common stock (the
“Distribution”). The Distribution was pursuant et separation and distribution agreement by whidt Bata contributed to Western Union
the subsidiaries that operated its money transfércansumer payments businesses and its interadfMestern Union money transfer agent,
as well as related assets, including real estats. [Pata received a private letter ruling from th&ernal Revenue Service and an opinion from
tax counsel indicating that the spin-off was taefto the stockholders, First Data and WesternmJnio

Basis of Presentation

The financial statements in this Quarterly Reportderiods ending on or after the Distribution presented on a consolidated basis and
include the accounts of our company and its majamtned subsidiaries. The financial statementsHerperiods presented prior to the
Distribution are presented on a combined basigepesent those entities that were ultimately feansd to our company in connection with
the spin-off. All significant intercompany accoutsd transactions between our company’s segmewméshieen eliminated. The historical
condensed consolidated statements of income ineéxplense allocations for certain corporate funetioistorically provided to Western
Union by First Data, including treasury, tax, aauing and reporting, mergers and acquisitions, msiagement, legal, internal audit,
procurement, human resources, investor relatiodsrdarmation technology. If possible, these allimas were made on a specific
identification basis. Otherwise, the expensesedl&b services provided to Western Union by FirsteDwvere allocated to Western Union
based on the relative percentages, as comparestdiata’s other businesses, of headcount or @thpropriate methods depending on the
nature of each item of cost to be allocated. Pumsigaa transition services agreement we entertedwith First Data prior to the spioff, First
Data is providing Western Union with certain ofgbeservices at prices agreed upon by First Datd\seslern Union for a period of up to ¢
year from the date of the si-off. Western Union has arranged to procure otkerises pursuant to arrangements with third parfiee costs
historically allocated to us by First Data for gervices provided to us have been lower than thsaee have incurred or will incur following
the spin-off. In addition to the transition sens@greement, we have entered into a number of coomahservices agreements with First Data
in connection with the spin-off, many of which haeems longer than a year.

Certain expenses related to being a stand-aloneawmyrare higher than the historical amounts pddhé spin-off reflected in the
condensed consolidated statements of income. fihadial information presented in this Quarterly &gprior to the spin-off date of
September 29, 2006 does not reflect what our ca®tkoonsolidated financial position, results ofrapens or cash flows would have beel
a stand-alone company during the periods presemteds not necessarily indicative of our futurea®msed consolidated financial position,
results of operations or cash flows.
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Adoption of FIN 48

We adopted the provisions of FASB Interpretation A& “Accounting for Uncertainty in Income Taxd8FIN 48"), on January 1,
2007. FIN 48 addresses the determination of hovbéarefits claimed or expected to be claimed oxadtrn should be recorded in the
consolidated financial statements. Under FIN 48rea®gnize the tax benefit from an uncertain tasitimn only when it is more likely than
not, based on the technical merits of the positioat, the tax position will be sustained upon exmation, including the resolution of any
related appeals or litigation. The tax benefitoggized in the consolidated financial statememmfsuch a position are measured based on
the largest benefit that has a greater than fiécent likelihood of being realized upon ultimatealution. As a result of the implementatio
FIN 48, we recognized an increase in our liabflilyunrecognized tax benefits plus associatedesteand penalties of $0.6 million, which
was accounted for as a reduction to the Janua&2@7 balance of retained earnings.

For additional information regarding the adoptidri-tN 48, see Note 11 to the condensed consoliditiadcial statements.
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Results of Operations

The following discussion for both consolidated tessaf operations and segment results refers tohitee months ended March 31, 2(
compared to the same period in 2006. Consolidaealts of operations should be read in conjunatiith segment results of operations,
which provide more detailed discussions conceroirtain components of the condensed consolidasgeinsents of income. All significant
intercompany accounts and transactions betwee@dhgany’s segments have been eliminated.

Overview

The following table sets forth our results of opienas for the three months ended March 31, 20072806%.

(dollars in millions, except per share amounts)
Revenues

Transaction fee

Foreign exchange reven

Commission and other revent
Total revenue

Expenses
Cost of service
Selling, general and administrati

Total expense
Operating incom:

Other income/(expense

Interest expens

Interest incomt

Interest income from First Data, r

Derivative gains/(losses), n

Foreign exchange effect on notes receivable fraist Biata, ne

Other income, ne

Total other (expense) / income, |
Income before income tax
Provision for income taxe

Net income

Earnings per shar

Basic

Diluted

Weightec-average diluted shares outstandi
Basic
Diluted

* Calculation not meaningfi

Three months ended March 31,

26

%

2007 2006 Change
$ 930.1 $ 869.C 7%
166.¢ 144.% 15%
34.5 28.€ 20%
1,131.( 1,043.( 8%
645.¢ 557.¢ 16%
180.¢ 172.5 5%
826.4 730.5 13%
304.¢ 312.7 ()%
(48.0) (0.4) *
19.5 5.5 *
— 11.5 *
1.7 (5.6) *
o (0.9) *
4.3 2.C *
(22.5 12.2 *
282.1 324.¢ (13)%
88.¢ 105.1 (15)%
$ 193. $ 219.¢ (12)%
$ 0.2¢ $ 0.2¢ (14)%
$ 0.2t $ 0.2¢ (14)%
768.2 763.¢
783.: 763.¢
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The following provides highlights of revenue growthile a more detailed discussion is included irg®ent Discussion”:

Transaction fees and foreign exchange revenue

The majority of transaction fees and foreign exgjgarevenue are contributed by our consumearettsumer segment, which is discus
in greater detail in “Segment Discussion.” For tinee months ended March 31, 2007, transactionaiedgoreign exchange revenue
increased 8% due to increased money transferssaingxagent locations primarily within our intetitaal business and, to a lesser extent,
money transfers at new agent locations. In addiffago Facil, which is primarily included in oumsoimer-to-business segment, contributed
$15.1 million of revenue. Excluding Pago Facil, solidated revenue growth was 7% during the threethsoended March 31, 2007.

Fluctuations in the exchange rate between the @uldhe United States dollar resulted in a bet@fibnsumer-to-consumer revenue
(which represents over 80% of our consolidatedmae of $19.3 million over the previous period, akforeign currency hedges, that would
not have occurred had there been a constant exehatey

Our growth continues to be impacted by the immigratiebate in the United States. This controversyrad immigration and the
changes in the approach of various governmentiestid the regulation of businesses that empl@ebrto immigrants has created fear and
distrust among some consumers, primarily Hispaoissamers, who send money from the United Statether countries, and among some
consumers who send money within the United Statesse consumers appear to be sending money leseitdy, the amount that they send
has decreased, and some consumers may have begemdther money transfer service methods, inatpiiformal channels. In addition,
some competitors have lowered prices and foreigh@axgye spreads in certain markets. In respongese tmarket dynamics and this
competitive activity, we have taken targeted acitmtighten foreign exchange spreads, reduce éepand next day service offerings, and
change our pricing bands to allow consumers to seme principal without an increase in fees. Thaas# other issues continue to adversely
impact our businesses. As a result of the initetidescribed earlier, and the easier comparablbe 3gar progresses, we expect improve
in the United States domestic, Mexico, and UnitedeS outbound growth rates in the second halD6f2

Actions of the State of Arizona with respect to fées Union may have added to the uncertainty withes of our consumers. For more
discussion on this matter, refer to the consumamttsumer segment discussion below.

In response to the challenges surrounding the imatian debate and consistent with our strategieahje to build our brands, we
continue to invest in targeted pricing decreaselsaations to tighten foreign exchange spreadsnggaiito account local market and
competitive factors. Pricing decreases and foreigrhange actions generally reduce margins, bud@re in anticipation that they will result
in increased transaction volumes and increasechuegover time. Such pricing decreases and fomighange actions have averaged
approximately 3% of our annual consolidated revesuer the last three years. We anticipate thatyledlr 2007 pricing decreases and foreign
exchange actions will be approximately 3.5% of otidated revenue, an increase from last year.

Domestic transaction rates declined in the threethmended March 31, 2007 over the same perio@06,2ue in part to uncertainty
created by the immigration debate described akave proader market softness experienced in thet) Sitates.

Overall growth in transactions initiated on our wigd slowed toward the end of the three months@&iMirch 31, 2007, and has
continued to decline thereafter, compared to thieesponding period in 2006. This decline primaiihpacts our United States based
businesses. The decline in transaction growth fatasansactions initiated on our website resuftedh tightened controls by card issuing
banks and card associations in response to credlil@bit card fraud in the United States due tes®vetail database compromises. These
compromises are not related to Western Union, bestéfn Union also tightened its controls in respdonghese issues. The tightened con
by Western Union, card issuing banks and card &ssmrts in response to this increased fraud hastdyrimpacted our consumers’ ability to
use their debit and credit cards to send moneyuonvebsite, resulting in lower transactions.

Foreign exchange revenue increased for the threghsmended March 31, 2007 over the correspondiriggpen 2006, due to an
increase in cross-currency transactions primaslg aesult of strong growth in international conswito-consumer transactions. During the
three months ended March 31, 2007, we reducedgioesichange rate spreads in selected marketssudarty in Mexico in response to the
competitive environment. Accordingly, the overaltiease in foreign exchange revenue relating tinttrease in cross-currency transactions
was partially offset by reduced foreign exchangeags.

Consumer-to-consumer segment revenue typicallyasas from the first quarter to the fourth quastah year, and declines from the
fourth quarter to the first quarter of the followigear. This seasonal fluctuation is related int faholidays in various countries during the
fourth quarter.
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Commissions and other revenues

During the three months ended March 31, 2007, casion and other revenues increased over the conmds period in 2006 from
increased investment income on money orders persditiggment, and higher enroliment fees from ireedeparticipation in our recurring
mortgage payment service program. In addition, casion and other revenues benefited from higheestment income on higher money
transfer and payment services settlement assatdesla

Operating expenses overview

Incremental public company expenses of $14.7 millighich are classified within operating expenseden the captions “cost of
services” and “selling, general and administrativethe condensed consolidated statements of indontee three months ended March 31,
2007, relate to staffing additions and relatedststreplace First Data support, corporate govemanformation technology, corporate
branding and global public affairs, benefits angrplh administration, procurement, workforce reargation, stock compensation, and other
expenses related to being a stand-alone public aoynas well as recruiting and relocation expensssaated with hiring key management
positions new to our company, other employee comsg@m expenses and temporary labor used to dewelpping processes. These
expenses are those in excess of amounts allocatesdity First Data prior to the spin-off or bey@dounts that we presume First Data would
have allocated subsequent to the spin-off. We dxpest of these expenses will continue to be iremin future periods.

The following provides highlights of our operatiagpenses:
Cost of services
Cost of services as a percentage of revenue wasahd%3% for the three months ended March 31, 20072006, respectively.

The majority of the increase in cost of servicea @grcentage of revenue in 2007 compared to thiesponding period in 2006 was
attributable to the shift in our business mix refileg stronger growth from our international busisiewhich carries higher cost of services
compared to our United States domestic, UniteceStim Mexico, and other United States outboundnieissies which carry lower cost of
services, and incremental public company expersésther described above. The Pago Facil busimdssh carries a lower margin than our
existing consumer-to-business services, was alactar contributing to the increase in cost of g@s as a percentage of revenue.

Selling, general and administrative

Selling, general and administrative expenses (“SQd&rcreased for the three months ended March 8Q72lue primarily to higher
costs incurred in 2007 related to incremental puidimpany expenses as further described above.

Consistent with our strategic objective to build iWestern Union brand, marketing related expeneltysrincipally classified within
“selling, general and administrative” expensestaased for the three months ended March 31, 208ipared to the corresponding period in
2006. As a percentage of revenue, marketing reltpdnditures were approximately 6.2 % and 6.5%oa6olidated revenue, respectively.
Marketing related expenditures included advertisewgnts, loyalty programs and employees dedidatethrketing activities. When making
decisions with respect to marketing investmentsyevéew opportunities for advertising and other keéing related expenditures together
with opportunities for pricing adjustments in ordebest maximize the return on these investméhising decreases and foreign exchange
actions have averaged approximately 3% of our droaresolidated revenue over the last three yearsabticipate that full year 2007 pricing
decreases and foreign exchange actions will beoajpately 3.5% of consolidated revenue, an incréasa last year. For further discussion
regarding pricing decreases refer to the “Transadges and foreign exchange revenue” discussitiinthe consumer-tgensumer segme
section.

Interest expens

Interest expense increased to $48.0 million forttihee months ended March 31, 2007 compared torslllidn for the same period in
2006, due to interest expense on our outstandingWwings that arose in connection with the spihen September 29, 2006. Interest expe
will be significantly higher in 2007 since the reld borrowings will be outstanding for the full y&907 compared to only the last quarter of
2006.
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Interest incomt

Interest income increased during the three momtsce March 31, 2007 compared to the correspondinigghdue to higher
international cash balances resulting from thecash received in connection with the settlememmtefrcompany notes with First Data (net of
certain other payments made to First Data) onpheaff date, and from cash generated through mt@rmational operations.

Interest income from First Data, n

Interest income from First Data, net consists t#rgst income earned on notes receivable from Baitd, partially offset by interest
expense incurred on notes payable to First Datagkés receivable and payable were settled in @ctiom with the spireff on September 2
2006, and accordingly, no such amounts were rezedrduring the three months ended March 31, 2007.

Derivative gains/(losses), n

Our foreign currency forward contracts that did qoalify as hedges under applicable derivative acting rules were held primarily in
the euro and British pound and had maturities ef year or less. Prior to September 29, 2006, wadlidiave any forward contracts that
qualified as hedges, and therefore the unrealiagtbgand losses on these contracts were refledthihwhis line item in income prior to that
date.

On September 29, 2006, we established our foraigmeecy forward positions to qualify for cash flliedge accounting. We anticipate
the amounts reflected in this income statement@agoing forward will be minimal, as such amountB relate primarily to the portion of
the change in fair value that is considered ingffecor is excluded from the measurement of effectess related to contracts designated as
accounting hedges.

Foreign exchange effect on notes receivable fromst Blata, ne!

All euro denominated notes receivable with FirsteDand related foreign currency swap agreements sedtled in connection with the
spin-off on September 29, 2006. Accordingly, no anie related to the revaluation of such notes lated swaps were recorded during the
three months ended March 31, 2007, explaining doease from the three months ended March 31, 20806uch amounts will be
recognized in future periods.

Other income, net

The increase in other income, net during the thteaths ended March 31, 2007 compared to the thosths ended March 31, 2006 is
driven by higher equity earnings from equity metlirocestments.

Income taxe

Our effective tax rates on pretax income were 31a5%h 32.3% for the three months ended March 317 20@ 2006, respectively. The
effective tax rate in the first quarter of 2007 quared to the previous corresponding quarter reflecreased foreign derived taxable income
which is taxed at lower rates than in the Uniteatét.

We have established contingency reserves for naht&riown tax exposures, including potential tadiaadjustments with respect to
international operations, which were restructured003. Our reserves reflect what we believe toebsonable assumptions as to the likely
resolution of the issues involved if subject toigial review. While we believe that our reserves adequate to cover reasonably expected tax
risks, there can be no assurance that, in allnosts an issue raised by a tax authority will Iselked at a financial cost that does not exceed
our related reserve. Any difference from our positas recorded in our condensed consolidated fialastatements and the final resolution of
a tax issue will be reflected in our company’s meotax expense in the period during which the issuesolved. Such resolution could also
affect our effective tax rate in future periods.

Unrecognized tax benefits represent the aggregateftect of differences between tax return posgiand the amounts recognized in
our financial statements. The total amount of uogaized tax benefits as of January 1, 2007, aftengeffect to the adoption of FIN 48, w
$178.3 million, including accrued interest and pées. A substantial portion of these unrecognigedbenefits relates to the 2003
restructuring of our international operations, véisrwe have benefited by having our income frontagerforeign-to-foreign money transfer
transactions taxed at relatively low foreign tatesacompared to our combined federal and statetax in the United States.
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Earnings per shar

During the three months ended March 31, 2007 a6 2@asic and diluted earnings per share were $h#%0.29, respectively. All
issued and outstanding shares of Western Union @onstock, consisting of 100 shares, were held bst Bata prior to September 29, 2006.
Accordingly, for all periods presented prior to 8pn-off, basic and diluted earnings per shareeveemputed using our basic shares
outstanding as of the spin-off date. Unvested shafeestricted stock are excluded from basic shautstanding. Diluted earnings per share
subsequent to September 29, 2006 reflects the fdtditution that could occur if outstanding stogjtions on the presented dates are
exercised and shares of restricted stock havedieBbeere is a slight dilutive effect to basic anldtdd shares outstanding in the three months
ended March 31, 2007 compared to the prior cormdipg period as stock option exercises since thredfp date through the first quarter of
2007 have exceeded the number of shares repurct@ste 70.4 million outstanding options to pureb@ommon shares of our company,
over 60% are held by employees of First Data.

Diluted earnings per share decreased during tlee timonths ended March 31, 2007 compared to the gariwal in the prior year due to
decreased net income and the increase in dilu@sloutstanding, which was driven by the factescdbed in the preceding paragraph and
because prior to the September 29, 2006 spin-off daere were no potentially dilutive instrumeotgstanding.

At the time of the spin-off, First Data converteédck options, restricted stock awards, and restilistock units (collectively, “stock-
based awards”) on First Data stock held by Firdalad Western Union employees. Substantiallyadizerted stock-based awards are
subject to the terms and conditions applicabldéodriginal First Data stock-based awards, inclgdinange of control provisions which
require full vesting upon a change of control asEData. Accordingly, upon the completion of Kady, Kravis Roberts & Co.’s proposed
acquisition of First Data, or any change of contfofFirst Data, all unvested Western Union stockdmhawards (granted pursuant to the First
Data’s stock based compensation plans) would wdsth would result in a corresponding acceleratibexpense recognition associated with
such awards held by Western Union employees. Agasth 31, 2007, there was approximately $25 millbiémotal unrecognized
compensation cost, net of assumed forfeituresteglim non-vested stock-based awards held by Webtgion employees that would become
immediately vested upon such a change in contrbirst Data. In addition, depending upon stock@pgxercise activity as well as the fact
that these stock-based awards, held by both Wesstegion and First Data employees, would be fullytedsour weighted-average diluted
shares outstanding may increase.

Segment Discussion

We manage our business around the consumers we astithe types of services we offer. Each of wordegments addresses a
different combination of consumer groups, distiibutnetworks and services offered. Our segments are

» Consumer-to-consumer—provides money transfer sss\between consumers, primarily through a globavaord of third-party
agents using our multi-currency, real-time moneays$fer processing systems. This service is avail@blboth international cross-
border transfers—that is, the transfer of fundsnflane country to another and intra-country trassfehat is, money transfers
from one location to another in the same countgnstimer-to-consumer revenue as a percentage bfdeénue for the three
months ended March 31, 2007 and 2006 was ¢

e Consumer-to-business—focuses on payments from owrsuo billers through our networks of third-paatyents and various
electronic channels. While we continue to pursterimational expansion of our offerings in selectkets, as demonstrated by our
December 2006 acquisition of Pago Facil, a majartihe segment’s 2007 revenue was generated idnited States. Consumer-
to-business revenue as a percentage of total reventigefthree months ended March 31, 2007 and 2@3616%

Businesses not considered part of the segmentsiltkd@bove are categorized as “Other” and gendagiproximately 2% of our total
revenue for the three months ended March 31, 28672606. Also included in “Other” are certain n@&tuirring costs incurred as a stand-
alone public company.
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Consumer-to-Consumer Segment

The following table sets forth our consumer-to-aomer segment results of operations for the threetihscended March 31, 2007 and
2006.

Three months ended

March 31,
%
2007 2006 Change
(dollars and transactions in millions)
Revenues
Transaction fee $751.2 $705.5 6%
Foreign exchange reven 166.: 144.: 15%
Other revenue 8.8 7.C 26%
Total revenue $926.: $856.¢ 8%
Operating incom: $238.7 $247.1 (3)%
Operating income marg 26% 29%
Key indicators:
Consume-to-consumer transactiol 37.¢ 33.c 14%

During the three months ended March 31, 2007, natéwnal, domestic and Mexico revenue, as defingtie following table,
represented approximately 76%, 15% and 9% of onswmer-to-consumer revenue, respectively. The taddtewv sets forth performance
indicators for the consumer-to-consumer segmenthfthree months ended March 31, 2007.

Three Months Endec
March 31, 2007

Consume-to-consumer transaction grow

International (a 21%

Domestic (b) (6%)

Mexico (c) 2%
Consume-to-consumer revenue grow

International (a 15%

Domestic (b; (11%)

Mexico (c) (7%)

(@) Represents transactions between and withingio@untries (excluding Canada and Mexico), tratisas originated in the United
States or Canada paid in foreign countries andgonreountry transactions paid in the United State€anada. Excludes all transactions
between or within the United States and Canadalinidinsactions to and from Mexico as reflecte¢binand (c) below

(b) Represents all transactions between and withitutiieed States and Canac

(c) Represents all transactions to and from Mex
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Transaction fees and foreign exchange revenue

Consumer-to-consumer money transfer revenue grimvttie three months ended March 31, 2007 overahegeriod in 2006 was
driven by international revenue growth. Growthriternational consumer-to-consumer revenue wastdffsdeclining Mexico and domestic
revenue in the three months ended March 31, 206ipaced to the same period in 2006. Beginning irsde®nd quarter 2006 and continuing
into 2007, the United States to Mexico, United &atomestic and the United States outbound busisessre adversely impacted by the
immigration debate and related activities in thetéthStates. This controversy around immigratiod #re changes in the approach of various
government entities to the regulation of businefisasemploy or sell to immigrants has created &k distrust among some consumers,
primarily Hispanic consumers, who send money fromWnited States to other countries, and among somgumers who send money wit
the United States. These consumers are sendingynessefrequently, the amount that they send hasedsed, and some consumers may
have begun to use other money transfer serviceadstlincluding informal channels. In addition, socoenpetitors have lowered prices and
foreign exchange spreads in certain markets. pporese to these market dynamics and this competttieity, we have taken targeted acti
to tighten foreign exchange spreads, reduce fepanel next day service offerings and change ogimgribands to allow consumers to send
more principal without an increase in fees. Thesgkather issues continue to adversely impact osinegses. As a result of the initiatives
described earlier, and the easier comparablesagetr progresses, we expect some improvemeng idnited States domestic, Mexico, and
United States outbound growth rates in the secaifcbh2007.

Actions by government authorities in the State aggédna may have added to the uncertainty with sofreair consumers. The Arizona
Attorney General seized money transfers intendeg@dgout in Arizona during certain periods in 2086d seized money transfers originated
in certain states other than Arizona and intendegéyment in certain areas of Mexico. Western Wmibtained an injunction preventing s
seizures, and the Arizona Attorney General hasapgdhat injunction. In addition, the Arizona Attey General has sought to obtain data
about a large number of Western Union customersiaeiof Arizona, which efforts Western Union hasisted in court. We believe that these
events and the publicity they have created may letysome consumers to avoid Western Union’s sesvid/e continue to take measures to
address these disputes.

In response to the challenges surrounding the imatian debate and consistent with our strategieahje to build the Western Union
brand, we continue to invest in targeted pricingrdases and actions to tighten foreign exchangadpr taking into account local market and
competitive factors. Pricing decreases and foreigrhange actions generally reduce margins, bud@me in anticipation that they will result
in increased transaction volumes and increasechuegover time. Such pricing decreases and fomighange actions have averaged
approximately 3% of our annual consolidated revesuer the last three years. We anticipate thatyledlr 2007 pricing decreases and foreign
exchange actions will be approximately 3.5% of otidated revenue, an increase from last year.

International revenue growth of 15% in the threenthe ended March 31, 2007 compared to the samedo@r2006 resulted from
increased volume of money transfer transactiongwincreased 21%. The key inbound markets of ladi China continued to grow, with
transactions in India increasing at approximaté&e%and China transaction growth rates in exce25% for the three months ended
March 31, 2007 compared to the corresponding peni@06. India and China combined representedoequpiately 5% of consolidated
revenues for the three months ended March 31, 2007.

Fluctuations in the exchange rate between the @uldhe United States dollar have resulted in &fiteid consumer-to-consumer
revenue of $19.3 million over the previous perioet, of foreign currency hedges, that would not haaeurred had there been a constant
exchange rate.

Domestic transaction rates declined in the threeth®ended March 31, 2007 over the same perio@06,2ue in part to uncertainty
created by the immigration debate described akawe proader market softness experienced in thet) Sitates.

Overall growth in transactions initiated on our \siéb slowed toward the end of the three monthsceiMierch 31, 2007, and has
continued to decline thereafter, compared to thieesponding period in 2006. This decline primaiihpacts our United States based
businesses. The decline in transaction growth fatasansactions initiated on our website resuftedh tightened controls by card issuing
banks and card associations in response to credlifl@bit card fraud in the United States due tes®@vetail database compromises. These
compromises are not related to Western Union, bestéfn Union also tightened its controls in respdonghese issues. The tightened con
by Western Union, card issuing banks and card &ssmts in response to this increased fraud hastyrimpacted our consumers’ ability to
use their debit and credit cards to send moneyuonvebsite, resulting in lower transactions.
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Growth in Mexico money transfer transactions fa three months ended March 31, 2007 compared teatine period in 2006 was
driven by growth in Orlandi Valuta and Vigo brandeahsactions. Revenue in Mexico declined deshgestight increase to transaction
growth in the three months ended March 31, 2007pzoed to the same period in 2006 driven by outéiging of foreign exchange spreads,
and the decrease in the amount consumers are gepetitransaction, as described above.

Foreign exchange revenue increased for the threghsmended March 31, 2007 compared to the samedpierthe prior year due to an
increase in the higher growth international busirmesulting in increased cross-currency transagtipartially offset by tightened foreign
exchange rate spreads in selected markets, particilexico.

Contributing to the increase in total consumerdastmer money transfer revenue and transactiontgriovall periods presented was
the growth in transactions at existing agent lacedj the increased number of agent locations amietirag campaigns promoting Western
Union services. The majority of transaction grovgtklerived from more mature agent locations; neanatpcations typically contribute only
marginally to revenue growth in the first few yeafgheir operation. Increased productivity, measuny transactions per location, is often
experienced as locations mature. We believe thatagent locations will help drive growth by incramsthe number of locations available to
send and receive money. We generally refer toilmeatwvith more than 50% of transactions beingamdil versus paid out as “send locations”
and to the balance of locations as “receive loaatioSend locations are the engine that drivesumes-toeonsumer revenue. They contrib
more transactions per location than receive lonatiBlowever, a wide network of receive locationsdésessary to build each corridor and
ensure global distribution. The number of sendraoeive transactions at an agent location can signjficantly due to such factors as
customer demographics around the location, imnimraiatterns, the location’s class of trade, hadfirgperation, length of time the location
has been offering our services, regulatory limitasi and competition. Each of the more than 305z@f@t locations in our agent network is
capable of providing one or more of our servicesyéver, not every location completes a transaétiangiven period. For example, as of
March 31, 2007, more than 85% of agent locatiorthénUnited States, Canada and Western Europesgenting at least one of our three
money transfer brands) experienced money transtafityt in the last 12 months. In the developingions of Asia and other areas where t
are predominantly receive locations, more than @5%cations experienced money transfer activityhia last 12 months. We periodically
review locations to determine whether they remaisbded to perform money transfer transactions.

Operating income

The consumer-to-consumer segment’s operating ina®oreased for the three months ended March 37, @@ pared to the same
period in 2006. Operating income during the thremtins ended March 31, 2007 was impacted by a yasfdactors including the ongoing
shift in our business mix reflecting stronger growvt our international business, which carries lopmfit margins, than in our United States
to Mexico, United States domestic and United Statgbound businesses. In addition, we recognizetimental public company expenses
including salaries, benefits, equipment, supplies @ther costs incurred in connection with opetatepartments that were not part of our
company prior to the spin-off, and are incremetddoth costs allocated by First Data prior togp-off and presumed overhead allocations
from First Data had we remained part of First Data.
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Consumer-to-Business Segment

The following table sets forth our consumer-to-bass segment results of operations for the threghm@nded March 31, 2007 and
2006.

Three Months Ended

March 31,
%
2007 2006 Change
(dollars and transactions in millions)
Revenues
Transaction fee $168.¢ $151.2 12%
Other revenue 13.4 10.5 28%
Total revenue $182.2 $161.¢ 13%
Operating incomi $ 60.¢ $ 58.7 4%
Operating income marg 33% 36%
Key indicators:
Consume-to-business transactiol 100.4 61.2 64%

Transaction fees

Transaction and revenue growth in the three moerked March 31, 2007 compared to the same peria@06 resulted from the
acquisition of Pago Facil and transaction and reeegrowth in electronic bill payments.

In December 2006, we acquired the remaining 75%ést in Pago Facil. Prior to the acquisition, wklla 25% interest in Pago Facil.
This acquisition contributed $15.1 million in rewen of which $14.6 million related to our consurt@husiness segment in the three months
ended March 31, 2007. Revenue and transaction grimvthe three months ended March 31, 2007 condparéhe same period in 2006,
excluding Pago Facil, was 4% and 2%, respectiWly.expect that Pago Facil will continue to benefitenue and transaction growth rates
throughout 2007.

Operating income

For the three months ended March 31, 2007, opgratzome increased at a slower rate than revermetlyr The acquisition of Pago
Facil, which has a lower operating margin thanexisting cash payment services, generated additigpeaating income, but at a lower
operating income margin for the three months eidacth 31, 2007. Additionally, the shift in the Uett States to electronic-based products,
which have lower operating margins compared to-t@sted products that have higher operating margegatively impacted operating
income. Also negatively impacting operating incomexe incremental public company expenses.
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Other

The following table sets forth other results foe three months ended March 31, 2007 and 2006.
Three Months

ended March 31,
%

2007 2006 Change
(dollars in millions)
Revenue:! $22.5 $25.% (11%)
Operating incom: $ 5.C $ 6.€ (28%)
Operating income marg 22% 27%

Revenue

Our money order and prepaid services businessgading certain prepaid services acquired throughaequisition of Pago Facil,
accounted for 100% and 83% of other revenue fottreee months ended March 31, 2007 and 2006, riégplgc These businesses are the
only businesses classified in “Other.” We previgugberated a messaging and an international pregdlidar top-up business, which were
shut down or disposed of in early 2006. The deeré@athe three months ended March 31, 2007 compartia prior period is due to declir
in revenue from such shut down and disposed ofilessis while revenues from our money order andiftegrvices businesses grew
modestly. We do not believe the recent announcenfdfitst Data of its plan to exit its official ctleand money order business will have a
significant impact on us, as First Data has indidat will honor its money order processing contraith us through the initial contract term
2011. We believe this provides us with adequate tioreplace the services currently provided bgtfata.

Operating Income

For the three months ended March 31, 2007, theedserin operating income was driven by incremgnthlic company expenses. This
decrease was partially offset by operating incoereegated on our money order and prepaid servicaadases. Aggregate operating income
related to the shut down or disposed of busindssdébree months ended March 31, 2006, includimga-recurring gain on the sale of assets
related to our internet auction payments busines@qusly shut down, was $0.9 million.
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Capital Resources and Liquidity

Historically, our primary source of liquidity wagssh generated from our operating activities. Weeek@007 cash flows provided from
operating activities to be approximately $900 raiili which is lower than 2006 due to significantigtter interest payments and incremental
public company expenses as well as other antidpateking capital fluctuations, including increasagected income tax payments in 2007
due to an election to defer the payment of foutthrter accrued United States federal income tax28@7. Dividends paid to stockholders in
the future are likely to be significantly less ththnse previously paid to First Data. Taking inbc@unt the above factors, estimated annual
incremental public company expenses, projected skatice in 2007, projected capital expendituras@ojected stock repurchases, we
believe our cash flows will provide us with an adatg source of liquidity to meet the needs of asitess.

At March 31, 2007, the Company has outstandingdvangs, which were incurred in connection with gpén-off from First Data, of
$3,278.8 million, consisting of $282.9 million iommercial paper and other short-term notes pay&b@).0 million in unsecured floating
rate notes, and $2,495.9 million in unsecured fisad notes with maturities ranging from 2011 t8&0

As an integral part of our business, we receivel$uinom money transfers and certain other paymettgssing services sold in advance
of settlement with payment recipients. These funeerred to as “settlement assets” on our condkosesolidated balance sheets) are not
used to support our operations. However, we do trevepportunity to earn income from investing thaésids. We maintain a portion of
these settlement assets in highly liquid investséeiassified as “cash and cash equivalents” witb@ttlement assets”) to fund settlement
obligations.

Cash and Cash Equivalents

Highly liquid investments (other than those inclddle settlement assets) with original maturitieshwée months or less (that are readily
convertible to cash) are considered to be castvalguits and are stated at cost, which approxinfatemarket value. At March 31, 2007 and
December 31, 2006, we held $1,561.0 million and&1,7 million in cash and cash equivalents, respagt

At March 31, 2007 and December 31, 2006, $1,216libmand $942.1 million, respectively, of our taand cash equivalents were
held by foreign entities. The increase in cashaagh equivalents held by entities outside the driitates is due to earnings in our
international business. We currently plan to intkese funds through these foreign entities. Rigtiatg these funds to the United States
would, in most cases, result in the incurrencagificant tax obligations as such funds have heged at relatively low foreign tax rates
compared to our combined federal and state tas mtéhe United States.
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The following discussion highlights our cash floetigities during the three months ended March 3D 72and 2006.

Cash Flows from Operating Activities

Three Months Ended

March 31,
Increase/
2007 2006 (Decrease
(in millions)
Net income $193.2 $219.6  $ (26.¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciatior 11.1 8.4 2.7
Amortization 19.3 16.2 31
Deferred income tax provisic — 4.1 4.7
Realized gain on derivative instrume — (7.€) 7.€
Other nor-cash items, ne 12.t 8.2 4.3
Increase/(decrease) in cash, excluding the eftéasquisitions and dispositions, resulting froi
changes in
Other asset 27.¢ (13.9) 41.€
Accounts payable and accrued liabilit 29.€ (28.€) 58.2
Other liabilities (6.5 (1.9 (5.2
Net cash provided by operating activit $ 287.1 $2055 $ 81.¢

Cash provided by operating activities increasedduhe three months ended March 31, 2007 compartite corresponding period in
the prior year despite a decrease in net inconm freriod to period. Working capital fluctuationsnparily benefited cash flow from operati
activities in the three months ended March 31, 200particular the timing of interest paymentsg dime collection of receivables from age
Cash provided by operating activities for the fidar of 2007 is not expected to continue at theespace as in the first three months of 2007
due to increased tax payments which are expected paid in the second quarter 2007 and higherasit@ayments throughout 2007 related
to the debt incurred in connection with the spif-of

Other non-cash items for the three months endediMait, 2007 include stock compensation expensegbbdreserves and other non-
cash items. The increase in depreciation and amatidn expense in the three months ended MarcBI, compared to the corresponding
period in 2006 reflects the increases in amortiragixpense as a result of certain large strategintacontracts being executed in 2006, and
the transfer of certain fixed assets to Westerrobby First Data in connection with the spin-off.
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Cash Flows from I nvesting Activities

Three Months Ended

March 31,

Increase/
2007 2006 (Decrease

(in millions)
Capitalization of contract cos $ 449 $ (69.0 $ 64.¢
Capitalization of purchased and developed soft\ (7.6) (0.9 (6.9
Purchases of property and equipm (25.9 (20.2) (5.7)
Notes receivable issued to age (5.6) (140.0 134.¢
Repayments of notes receivable issued to ag 4.8 — 4.8
Cash received on maturity of foreign currency fauhe — 7.€ (7.€)
Net cash used in investing activiti $(38.7) $(222.4 $ 183.7

Capital expenditures

Total aggregate payments capitalized for purchapsoperty and equipment, purchased and develspidare and contract costs
were $37.9 million and $90.0 million for the thmr@enths ended March 31, 2007 and 2006, respectigehpunts capitalized for contract
costs relate to initial payments for new and rerceagent contracts and vary depending on the timfrvghen new contracts are signed and
existing contracts are renewed. The increasesrithpged and developed software costs and purcbhpegperty and equipment represent
investments in our information technology infrasture and the renovation of certain facilities. @gtimate that capital expenditures in 2007
will be between $200 million and $250 million.

Notes receivable issued to agents and repaymemistes$ receivable issued to age

From time to time, we make advances and loanseatagin the first quarter 2006, we signed a s&t ygreement with one of our
existing agents which included a four year loa®b40.0 million to the agent, of which $20.0 milliaras repaid in 2006 and $4.8 million was
repaid in the three month period ended March 3@72The terms of the loan agreement require tipgreentage of commissions earned by
the agent (52% in 2007, 61% in 2008 and 64% in PB@9withheld as repayment of the loan and the tagemains obligated to repay the loan
if commissions earned are not sufficient. The Icsgeivable was recorded in “Other assets” in omdensed consolidated balance sheet as of
March 31, 2007. We impute interest on this belowkmstrate note receivable and have recorded thies met of a discount of $33.9 million as
of March 31, 2007.

Cash received on maturity of foreign currency fordga

Amounts received or paid on maturity of our foreggmrency forward contracts that do not qualifyhegdges in accordance with
applicable accounting rules have been classifigdércondensed consolidated statements of cask fisvinvesting activities. Prior to
September 29, 2006, we did not have any forwardracts that qualified as hedges, and accordindlyealized gains and losses on these
contracts have been reflected in investing actigiprior to that date. On September 29, 2006, tablkshed our foreign currency forward
positions to qualify for cash flow hedge accountiiée anticipate the amounts reflected in investiativities related to foreign currency
forwards will be minimal in the future. “Cash reeeil on maturity of foreign currency forwarddes not include amounts realized on forv
contracts intended to mitigate exposures on setihemctivities of our money transfer business, Whilong with the realized gains and losses
on the related settlement assets and obligatioaseflected in operating activities.
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Cash Flows from Financing Activities

Three Months Ended

March 31,

Increase/
2007 2006 (Decrease

(in millions)
Net repayments of commercial pa| $ (4279) $ — $ (42.9)
Repayments of net borrowings under credit facdli (2.0 — (2.0
Proceeds from exercise of optic 48.2 — 48.2
Purchase of treasury sha (112.¢) — (112.¢
Advances from affiliates of First Da — 107.t (207.5
Repayments of notes payable to First [ — (98.9) 98.¢
Additions to notes receivable from First D. — (7.5) 7.5
Net cash (used in)/provided by financing activi $(109.) $ 12 $(1109

Net repayments of commercial pa|

During November 2006, we established a commereipépprogram pursuant to which we may issue unsdaommercial paper notes
in an amount not to exceed $1.5 billion outstandihgny time. An initial borrowing under the comwiat paper program of approximately
$400 million was made in connection with the reficiag of a bridge loan executed to effect the sfrfrom First Data, of which we
subsequently repaid $75.4 million by the end of280d $42.7 million during the three months endeddd 31, 2007.

Repayments of net borrowings under credit facd

During January 2007, we repaid $3.0 million in barings outstanding as of December 31, 2006. In M2697, we incurred
borrowings of $1.0 million under a short-term, fixeate promissory note which was subsequently jafpril 2007.

Proceeds from exercise of optic

Represents cash proceeds received related to ¢heisof 2.9 million stock options during the #araonths ended March 31, 2007.
Approximately 80% of the options exercised reldtedtock options held by First Data employees.

Purchase of treasury shar

In September 2006, our Board of Directors authdrtbe purchase of up to $1.0 billion of our commstock on the open market throt
December 31, 2008. For the three months ended M&drcR007, 5.2 million shares were repurchase®fd?.6 million at an average cost of
$21.70 per share. As of March 31, 2007, $867.5anilfemains available under the share repurchasgam.

Advances from affiliates of First Da

Prior to the spin-off, excess cash generated frandomestic operations that was not required tot merain regulatory requirements
was paid periodically to First Data and was refldcas a receivable from First Data. In additionstHdata and its subsidiaries provided a
number of services on behalf of our businesseljdimgy shared services, which were reimbursed daradly. The net payable to and
receivable from First Data was a function of tmeitig of cash sweeps to First Data net of any sesvidrst Data and its affiliates had
provided. These balances were settled at the tfrtteespin-off as part of the dividend to First Bat
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Notes payable to and receivable from First D

In connection with the spin-off on September 29)&dunds previously advanced to First Data wepaitkto us in cash. These notes
were funded primarily through cash generated framiternational operations and notes payable é&ssu&irst Data. As part of the spin-off,
substantially all notes payable and notes recedvatbbr from affiliates of First Data were settlaccash.

Off-Balance Sheet Arrangements

Other than facility and equipment leasing arrangaseve have no material off-balance sheet arrapgtsrthat have or are reasonably
likely to have a material current or future effeatour financial condition, revenues or expensesylts of operations, liquidity, capital
expenditures or capital resources.

Pension Plans

We have two frozen defined benefit plans that togietvere underfunded by $52.8 million as of MarthZ007. In 2006 and for the
three months ended March 31, 2007, we did not naat@ntribution to these plans, and currently doamticipate contributing to these plans
in 2007 since, based on current asset return e@ions and minimum funding requirements, no sugctirdaution is required. We do not
believe that legislation enacted during 2006 retatd pension plans will have an impact on our fagadequirement until at least 2008.

Other Commercial Commitments

We had $55.7 million in outstanding letters of érehd bank guarantees at March 31, 2007 with eipin dates through 2012, certain
of which contain a one-year renewal option. Theetstof credit and bank guarantees are held priyriarconnection with lease arrangements
and agent settlement agreements. We expect to rireeletters of credit and bank guarantees pritinéd expiration in most circumstances.

New Accounting Pronouncements

The Company adopted the provisions of FIN 48 omdanl, 2007. For additional information regardihg adoption of FIN 48, refer
“Adoption of FIN 48" above.

In September 2006, the FASB issued SFAS No. 157y Walue Measurements” (“SFAS No. 157”), whichides fair value,
establishes a framework for measuring fair valugenraccounting principles generally accepted inthied States of America (“GAAP?”),
and expands disclosures about fair value measuten®RAS No. 157 applies to other accounting pranements that require or permit fair
value measurements. The new guidance is effedtiviirfancial statements issued for fiscal yearsrb@gg after November 15, 2007, and for
interim periods within those fiscal years. We anerently evaluating the potential impact of the ptitsn of SFAS No. 157; however, we do
not expect the impact to be significant to our tidated financial position, results of operati@msl cash flows.

On September 29, 2006, the FASB issued SFAS Nq.“Es8ployers Accounting for Defined Benefit Pensammd Other Postretirement
Plans, An Amendment of SFAS No. 87, 88, 106 andRBA“SFAS No. 158"). The remaining provisions thaill be adopted under SFAS
No. 158 require a pl¢s funded status to be measured at the employiscalfyear end. We will change our measurement foarte
September 30 to December 31 no later than 2008.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Likies$” (“SFAS No. 159”).
SFAS No. 159 provides companies with an optiorefiort selected financial assets and liabilitiemiatvalue, and establishes presentation
and disclosure requirements designed to faciltataparisons between companies that choose diffareasurement attributes for similar
types of assets and liabilities. The new guidasafective for fiscal years beginning after Novemnh5, 2007. We are currently evaluating
the potential impact of the adoption of SFAS N &b our consolidated financial position and resaftoperations.
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Critical Accounting Policies

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfietttae amounts and disclosures in the finarstatiements and accompanying notes.
Actual results could differ from those estimatesn§&istent with the Critical Accounting Policiesd@sed in “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems—Ciritical Accounting Policies” in our 2006 Aual Report on Form 10-K,
significant estimates using management judgmentnade for the following areas:

e Stocl-based compensatic

* Income taxe:

» Derivative financial instrumen
» Capitalized cost

Other than the adoption of FIN 48, there have metbany material changes to the methodology apbliedanagement for critical
accounting policies previously disclosed. The mdttogy applied to managemesestimate for income tax contingencies has chadgeda
implementation of a new accounting pronouncemeneasribed in “Adoption of FIN 48”.

Risk Management

We are exposed to market risks arising from chaigesarket rates and prices, including movemenfsiieign currency exchange rates
and interest rates. A risk management program [aice to manage these risks.

Foreign Currency Exchange Ral

We provide money transfer services in more than@Qtries and territories. Foreign exchange sskanaged through the structure
the business and an active risk management progkssettle with the vast majority of our agent&Jimted States dollars or euros. However,
in certain circumstances, we settle in the agéotsil currencies. We typically require the agenbltain local currency to pay recipients.
Thus, we generally are not reliant on internatianatency markets to obtain and pay illiquid cudies. The foreign currency exposure that
does exist is limited by the fact that the majodfytransactions are paid within 24 hours afteythee initiated. In certain consumer money
transfer transactions involving different send amtkive currencies, we generate revenue basededtifference between the exchange rat
by us to the consumer and the rate at which weioagents are able to acquire currency helpingrthér provide protection against currency
fluctuations. Our policy is not to speculate indign currencies and we promptly buy and sell foreigrrencies as necessary to cover our net
payables and receivables which are denominateatéigih currencies.

We use foreign currency forward contracts to mtegasks associated with changes in foreign cugr@xchange rates on transactions
denominated primarily in the euro and British pouvwte use longer-term foreign currency forward cacts, generally with maturities of one
year or less, to mitigate some of the risk relatefibrecasted revenues. Prior to September 29,,2086lid not have any derivati
instruments that were designated as hedges urglerdiisions of SFAS No. 133. As a result, changéele fair market value of our
outstanding derivative instruments, which are in@agrimarily by fluctuations in the euro, have beecognized in “derivative gains/
(losses), net” in the condensed consolidated stateof income for all derivatives entered into ptim September 29, 2006. Since these
instruments were not designated to qualify for leedgcounting treatment, there was resulting vélatit our net income for the periods
presented prior to September 29, 2006. For exardplég the three months ended March 31, 2006, adepne-tax derivative losses of $5.6
million. On a go-forward basis, we anticipate siigaintly less volatility in our condensed consotethstatements of income. Additionally,
during February 2007, we revised certain guidelieésted to revenue hedges, and are planning émesthe duration of our foreign currency
forward contracts used to mitigate these risksoupetmonths at inception, with a weighted-averagéunity of approximately one year at any
one point in time. We expect that the planned esitenof the maturity of certain of our hedges ilbvide additional predictability of future
cash flows from our international operations aovalus to better manage and mitigate risks assatiatth changes in foreign currency
exchange rates.

A hypothetical uniform 10% strengthening or weakgnin the value of the United States dollar relativ all other currencies in which
our profits are denominated would result in a deseéncrease to pretax income of approximatelyr#fiion as of December 31, 2006. There
are inherent limitations in the sensitivity anagypresented, primarily due to the assumption tha&idgn exchange rate movements are linear
and instantaneous. As a result, the analysis iblara reflect the potential effects of more compiearket changes that could arise, which
may positively or negatively affect income.
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Interest Rate

A portion of our investments are fixed rate intélgsaring securities, which may include investmengsle from cash received from our
money transfer business and other related payneevites awaiting redemption. We have classifiedéhiavestments as available-for-sale
within settlement assets in the condensed condetidzalance sheets, and accordingly, record timssiments at their fair market value with
the net unrealized gains and losses, net of thiicapje deferred income tax effect, being addedrtdeducted from our total stockholders’
deficiency on our condensed consolidated balaneetshAs interest rates rise, the fair market vafubese securities will decrease;
conversely, a decrease to interest rates wouldtiesan increase to the fair market values ofgbeurities.

Currently, the majority of our investments are fiog interest rate investments. Interest incomé¢hese investments will increase and
decrease with changes in the underlying short tetenest rates.

As of March 31, 2007, $500.0 million of our totd&.$ billion in debt is based on floating interesties. We revised certain guidelines in
February 2007 and are planning, through the useddes, to increase the percent of floating ralte idehe future, subject to market
conditions. The interest rate on our floating deliiased on the three month LIBOR plus 15 basistpaind is reset on a quarterly basis.
Additionally, as of March 31, 2007, $281.9 milliohour $3.3 billion in borrowings represented comeied paper with a weighted-average
interest rate of approximately 5.4% and a weiglaeerage initial term of 13 days. Considering thenest rates associated with our fixed and
floating rate debt, as well as the interest rateswwr commercial paper, our weighted-average isteste on our borrowings outstanding at
March 31, 2007 was approximately 5.7%.

A hypothetical uniform 100 basis point increas@ierest rates would result in a decrease to préataome of approximately $8 million
annually based on our borrowings on March 31, 28@7are sensitive to interest rate fluctuatiorlee $ame 100 basis point increase in
interest rates, if applied to our cash and investrhalances on March 31, 2007 that are sensitiug¢oest rate fluctuations, would result in
offsetting benefit to préax income of $16 million annually. There are irdr@rlimitations in the sensitivity analysis presehtprimarily due t
the assumption that interest rate changes wouilddt@ntaneous. As a result, the analysis is urtalileflect the potential effects of more
complex market changes that could arise, which paesjtively or negatively affect income. In additithve current mix of fixed versus floatii
rate debt and investments and the level of asgettiabilities will change over time.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The information under the caption “Risk ManagementManagemens Discussion and Analysis of Financial Conditiod &esults o
Operations” in Item 2 of Part | of this reportigorporated herein by reference.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, under the supervision and witlpainécipation of the Chief Executive Officer andi€ftFinancial Officer, have
evaluated the effectiveness of our controls andgatores related to our reporting and disclosurgyatibns as of March 31, 2007, which is
end of the period covered by this Quarterly ReparForm 10-Q. Based on that evaluation, the Chiefchtive Officer and Chief Financial
Officer have concluded that, as of March 31, 2@6& disclosure controls and procedures were efietti ensure that information required to
be disclosed by us, including our consolidated islidoses, in the reports we file or submit undez #xchange Act, is recorded, processed,
summarized, evaluated and reported, as applicaiitdn the time periods specified in the rules &mans of the Securities and Exchange
Commission.

Changes in Internal Control over Financial Repogdin

There were no changes that occurred during thelftaearter covered by this Quarterly Report on F&0¥Q that have materially
affected, or are reasonably likely to materiallfeaf, our internal controls over financial repogtin
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders of The \lestUnion Company

We have reviewed the condensed consolidated batdmest of The Western Union Company as of Marcl28Q7, and the related condensed
consolidated statements of income and cash flonmthéothree-month periods ended March 31, 20072806 . These financial statements are
the responsibility of the Company’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaiBlqUnited States). A review of
interim financial information consists principalyy applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board, the objective of whistthe expression of an opinion regarding the finalrstatements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterbdifications that should be made to the coneér®nsolidated financial statements
referred to above for them to be in conformity witts. generally accepted accounting principles.

We have previously audited, in accordance withstaedards of the Public Company Accounting Ovetdiglard (United States), the
consolidated balance sheet of The Western Uniongaomas of December 31, 2006, and the related tidated statements of income, cash
flows, and stockholders’ (deficiency)/net investmienThe Western Union Company for the year thesleen(not presented herein) and in our
report dated February 22, 2007, we expressed amalifigd opinion on those consolidated financiatsments and included an explanatory
paragraph for the Company’s adoption of StatemgRtrancial Accounting Standards No. 123(R), “ShBased Payment,” effective

January 1, 2006. In our opinion, the informatiohfegth in the accompanying condensed consolidat¢dnce sheet as of December 31, 2006,
is fairly stated, in all material respects, in tigla to the consolidated balance sheet from whitlas been derived.

/sl Ernst & Young LLI

Denver, Colorado
May 7, 2007
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PART Il
OTHER INFORMATION

Item 1. Legal Proceedings

In the normal course of business, Western Uniauligect to claims and litigation. Management of WiesUnion believes such matters
involving a reasonably possible chance of loss mat, individually or in the aggregate, result imaterially adverse effect on Western
Union’s financial position, results of operationscash flows. Western Union accrues for loss cgatities as they become probable and
estimable.

Item 1A. Risk Factors
There have been no material changes to the riskrfaaescribed in our 2006 Annual Report on FofrkK1

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information about Bempany’s purchases of shares of the Company’s @mstock during the first
quarter:

Total

Number of Maximum Number (or
Shares Approximate
Average Purchased Dollar Value) of
as Part of Shares that May Yet Bt
Total Price Publicly
Number of Paid per Announced Purchased Under
Shares Plans or the Plans or
Purchased Share Programs Programs
January * January 31, 200 — — — $980.1
February 3 February 28, 200 2,169,501 $22.1¢ 2,169,501 $932.0
March 1- March 31, 200° 3,019,701 $21.37 3,019,701 $867.5
Total 5,189,201 $21.7( 5,189,201
Item 4. Submission of Matters to a Vote of Securitydolders
None
Item 5. Other Information

Termination of a Material Definitive Agreement.

On May 7, 2007, the Company and Scott T. ScheirtenCompany’s Executive Vice President and Chieéfcial Officer, agreed to
terminate the Employment Agreement (the “Agreementted as of September 30, 2006, by and betweddahmany, Western Union LL
a Colorado limited liability company, and Mr. Samean. Mr. Scheirman will continue to be employedressCompany’s Executive Vice
President and Chief Financial Officer, but his emypient will not be governed by the terms of thegggnent. Mr. Scheirman is eligible for
the executive severance policy. Mr. Scheirman’sricompensation arrangements will be subjectwieneand adjustment by the
Compensation and Benefits Committee of the CompaBgard of Directors.

Item 6. Exhibits
See “Exhibit Index” for documents filed herewithdaincorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

Date: May 7, 2007 By /s/ Scott T. Scheirman
Scott T. Scheirma
Executive Vice President and Chief Financial Office
(Principal Financial Officer

Date: May 7, 2007 By /s/ Amintore T.X. Schenkel
Amintore T.X. Schenke
Senior Vice President, Chief Accounting Officerda@ontrollel
(Principal Accounting Officer
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EXHIBIT INDEX
Exhibit
Number Description
4.1 Form of Floating Rate Note due 2008 (filed as Exhitl2 to the Company’s Registration Statemenform S-4 filed on
December 22, 2006 and incorporated herein by nederéhereto)
4.2 Form of 5.400% Note due 2011 (filed as Exhibit 4d 3he Company’s Registration Statement on For4nfigzd on December
22, 2006 and incorporated herein by reference ti!
4.3 Form of 6.200% Note due 2036 (filed as Exhibit 4d 4he Company’s Registration Statement on Fordnfid on December
22, 2006 and incorporated herein by reference tiige!
4.4 Form of 5.930% Note due 2016 (filed as Exhibit 4d the Company’s Registration Statement on Fordnfizd on December
22, 2006 and incorporated herein by reference tiige!
12 Computation of Ratio of Earnings to Fixed Char
15 Letter from Ernst & Young LLP Regarding Unauditedierim Financial Informatio
31.1 Certification of Chief Executive Officer of The Wesn Union Company Pursuant to Rule 13a-14(a) utideEecurities
Exchange Act of 193
31.2 Certification of Chief Financial Officer of The Wesn Union Company Pursuant to Rule 13a-14(a) utideSecurities
Exchange Act of 193
32 Certification of Chief Executive Officer and Chieinancial Officer Pursuant to Section 1350 of CkapB of Title 18 of the

United States Cod
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EXHIBIT 12

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

(in millions)
For the three months ended
March 31,
2007 2006

Earnings:

Income before income tax $ 2821 $ 324¢

Fixed charge: 50.¢ 2.7

Other adjustment (4.7) (2.7)
Total earnings (g $ 328.¢ $ 325t
Fixed charges

Interest expens $ 48 $ 0.7

Other adjustment 2.8 2.C
Total fixed charges (k $ 50.t $ 2.7
Ratio of earnings to fixed charges (a 6.5 120.€

For purposes of calculating the ratio of earnirgBxed charges, earnings have been calculateditiyng income before income taxes,
fixed charges, and distributions from equity metirogestments, and then subtracting income fromtgguethod investments. Fixed charges
consist of interest expense and an estimated sttpogtion of rental expenses and income tax cgatigies. Substantially all of our debt was
incurred in connection with our spin-off from Fiidata on September 29, 2006, resulting in earrtim@sed charges being lower in 2007
compared to the same period in 2006.



Exhibit 15

Letter from Ernst & Young LLP Regarding Unaudited | nterim Financial Information

The Board of Directors and Stockholders of The \&tesUnion Company

We are aware of the incorporation by referencéénRegistration Statement (Form S-8 No. 333-13766&pining to The Western Union
Company 2006 Long-Term Incentive Plan, The Westiion Company 2006 Non-Employee Director Equity @emsation Plan and The
Western Union Company Supplemental Incentive Savitign of our report dated May 7, 2007 relatintheounaudited condensed

consolidated interim financial statements of ThesWm Union Company that are included in its Fofv(Qfor the quarter ended March 31,
2007.

/sl Ernst & Young LLI

Denver, Colorado
May 7, 2007



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Christina A. Gold, Chief Executive Officer of @Western Union Company, certify that:
1. | have reviewed this Quarterly Report on ForrQL6f The Western Union Company;

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

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

4. The registrant’s other certifying officer andrke responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(@) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: May 7, 2007 /sl Christina A. Gold
Christina A. Golc
Chief Executive Office




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Scott T. Scheirman, Chief Financial Officer diéfWestern Union Company, certify that:
1. | have reviewed this Quarterly Report on ForrQLOf The Western Union Company;

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

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

4. The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrang other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @bmtver financial reporting
to the registrant’s auditors and the audit commitibthe registrant’s board of directors (or pessperforming the equivalent functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin

Date: May 7, 2007 /sl Scott T. Scheirman
Scott T. Scheirma
Executive Vice President and Chief Financial Offi




Exhibit 32
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER

The certification set forth below is being submitte connection with the Quarterly Report of Thedféen Union Company on Form 10-
Q for the period ended March 31, 2007 (the “Repddf the purpose of complying with Rule 13a-14db)Rule 15d-14(b) of the Securities
Exchange Act of 1934 (the “Exchange Act”) and Setii350 of Chapter 63 of Title 18 of the Unitedt&aCode.

Christina A. Gold, the Chief Executive Officer, aBdott T. Scheirman, the Chief Financial OfficeiTbie Western Union Company,
certify that, to the best of her or his knowledge:

1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Exchange Act;
2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of The
Western Union Compan

Date: May 7, 2007 /sl Christina A. Gold
Christina A. Golc
Chief Executive Office

Date: May 7, 2007 /sl Scott T. Scheirman
Scott T. Scheirma
Executive Vice President and Chief Financial Offi




