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When meet young people or interview potential asuciates like

to ask what theyre passionate about says icorgette Kiser head

of Enterprise Solutions and Capabilities Because if Rowe Price

can find talented passionate individuals aho are also intellectually

curious and results driven Im confident we can create long term

success for our dients

Kiser is emblematic of managers acioss the organization hey

are deeply committed to helping ensure Rowe Price has the best

and brightest minds working with and on behalf of our clients

fulfills basic need- building global team capable of meeting

both current and futui business objectives But it also serves the

higher pm pose of perpetuating the firms client-centric culture

Oui success as an organiiation depends on talented people

collaborating to add durable value fbi clients notes Blair

Slaughter head of lalent ear iing and Organizational

Deveiopnient throughout the firm we develop associates who

act in ways that are consistent with our culture of collaboration

excellence and client focus

Several firm-wide initiatives arr designed specifically to strengthen

our integrated talent management strategy Among these are

the Undergraduate Fellows/up Program which identifies

outstanding math and science majors to start th ii careers

at Rowe Price ith two ycai of rotations in our

investment divisions

ihe orporate Mentormg Piogram through which senior

leaders help develop the leadership and management skIlls

of our high potential early career managers

lhe Womeni Roundta file and the Ethnic Diversity Roundtable

both of which support the firm in creating value for clients

by increasing our ability to attiact advance arid retain

talented and diverse associates

Our talent assessment development and succession planning

processes which help gu de the identification and development

of young talent and hell prepare our future leadership

We strive to preserve our core values and make talent development

the
responsibility of every manager says Jim Kennedy CEO and

president Rowe Price Group
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thoughtful disciplined and informed

by the needs of clients

Rowe Price has investment and client service offices in 13 countries

around the world including operational hubs in the United States

London and Hong Kong explains London based Clii is Alderson

head of International Equity

Living locally enables portfolio managers and research analysts to gain

firsthand access to local investment ideas and allows client service

professionals to keep close to our clients At the same time regional

operational hubs provide the efficiency flexibility and quality necessary

to develop and maintain an effective global operating platlbrm

In each global location our associates strive to consistently delis er

superior experience for our clients- anchored in the core principles

and values that have guided our firm for 75 years

ilmat means the firm niust continually invest to develop business

processes systems resources and physical infrastructure to ensure

our professionals worldwide have reliable data information and

investment intelligence at their disposal around the clock It also

means leveraging the operational capabilities and expertise of the

global organization wherever possible rather than replicating each

function in
every

office

If you stop to think about it thats tremendous benefit to clients

notes Hiroaki Endo head of Japanese Sales and Client Sei vice Were

all working from single operating platform and weve
got tremendous

teams supporting us from Baltimore London and hong Kong But

at the local level weve
got

the expertise in place to serve clients

immediate needs reporting compliance trading while also making

faceto-face connections and
researching local ins estment ideas

Our approach is rooted in the hrnls client centric philosophy concludes

Ed Bernard vice chairman Rowe Price Group At the outset of every

potential engagement we ask ourselves three fundamental questions that

must be answerd with high level of conviction before we take the next

step Will it help our clients achieve their long term goals an we offer

durable value And does this opportunity make sense in the context of

our fiduciary responsibilities

Roc irkc lUp imual Rpot 2012
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working actively to improve

the quality of life in our communities

Rowe Price has longstanding commitment to corporate social

responsibility Our associates contribute not only finan ml assistance

but also their time energy and expertise to wide range of charitable

orgamations In addition the Rowe Price Foundation Supports

our global communities through direct grants and generous

employee matching gift program

in 12 in order to demonstrate our commitment to acting on

our values- and with our 75th anniversary as catalyst the firm

extended its philanthropic reach Ihrough our Give to program

Our 5372 associates were challenged to volunteer 75000

hours iii their local communities Ibis challenge was met with

enthusiasm and exceeded with 59% of associates volunteei inK

resulting in 106% more hours volunteered in 201 than 2011

$5.8 million in grants and matching gifts were awarded by the

iT Rowe Price Foundation in 2012 with $750000 of this total

directed to supporting 75th anniversary initiatives and associate

volunteerism
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Our Books for Kids program donated thousands of hooks

to childrens literacy organizations across the globe

At iT Rowe Price giving back to our communities is not only valued

it reflects the firms guiding principle always putting
the needs

of others ahead of our wn concludes Renee Christoif head of

Corporate Social Responsibility
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ANANC AL PERFORMANCE

Because 2012 vis wtrding for our client it sS ii or in ins of OU finan

rfori an Ass ts und nrma ii ros fib $489 billion at th nd of 011 o$ billiot

of Iece iber 31 01 Av ge ass ts und mana ement in as iv nn $497 bill on to bill

ii nts entrus us with ip im tely $17 billion of cw lisin lu nd os ti

cahflows aus dr nuc ti sc from$ billion ii 011 to illiorit 01 tin iiiro

om $773 million to $884 aillion Fa mi gs pe sha fully diii ha ro om $2 st

yeir to $3 in 012 Ou retu on quity ab ut 4% whi urti ul ny not hi iv th la

of
rig on on di si et Sto kholders equity total $3 billion We io nd ii

liquidity th llio in ash and vest

Ntrvnue 74

Net income

ca provided by oper tin tivities 948

ic rriin per common re 01

D/iit arnin per common re 92

divid nd per omrnon

to kholder quity at ember 31 42
--

Rfl this solid perfo mince hot the Bo 11 itt ire ov iner use not ill

di dend from $1 to Sal 36 hi ly 10% in th on itia in wl

hive us th divi sinc our 986 IPO At th of th an th lb ci prov ci and

$1 00 sha pe al dviden is xt lint divid nd was id Ii ht ion lit

fin tal p0 it on In addi to to th div pet pp oxinu ly $13 million to put is

nib ha of sto Ii gg at we tu ed ci ly $7 illion to ou tt hold th on

dv ds nd sto rcpurcha

NG CAPA MANAG MU

tronginv stn it is idsiti fl lie ts nabi ot port ii hsolidfli ciii ii ur It

for ii rats rally strong ross th ho rd with 78% 84% nit Ml in

outp nformtn ti in Li hmarks fo th ad 10 rio mb 01

1ectiv ly On in tituti alp also
ap titi in in st nt itiv th

sre wo on mv tnu av done Mo nn sta ii nho in ii Cap tal

Ap iation Fund nd lat in Lution oil tc its 01 iN ti Mana of th fo th

IS Pri op Aim iIRporl OI



ot ess wti of Ca

fun 11 and tust 11 1110 di sti in

it or ms rs si vc Ii Li

Li en hi yr fh rtb cth

ut in at am

inC ii iv to 21 Iy

YialIon ias xil rid alp st po ii it

ii ine and so nd wo

ni of th sarah

VU con in Ii vo on ii is bu wn abi

ur so to in li bro or La abli tes

ts ii trod lot al tat Li

11 die Li ic irk id to Ic xi in su me gi

arkets Ii oil ii WC di Ic ii ilL
37

sti

vU Nlioclt aICds dli 01 p0 hpn rk

Ri iii unit IC ity
ii 201 ru 151 sh es

11 isic 1U Cs auiti1

11 tIVC Ii CC nl CC 1w

ut Ii UI Ui

ii pk ha hi

11 10 Ii Ii iTO

AN fflO

is II 011 nd in

ii oh

11 Si in ii Iy 10 ii

in CC

hi mj th NCw lu IC iC ii

si Ill tiC 10 hu 10 Iii
hi

LI II up 11/i cii ii

lit
13

nU IL Li IV

111 ii iv It kab

it Ii ii it oi Wi iLk

IC

ub kr dill it Alt ssi liii aol

Ii isa ii 1sa Li Cot

11 11 at CO

Cf ii 110 ii ci ci

CC it



iky fi cy
shown by investing in Rowe Price

Brian Rogers

J.jj





SELECTED CONSOLIDATED FINANCIAL DATA

in millions except per-share data

2008 2009 2010 2011 2012

Net revenues 2116 1867 2367 2747 3023

Net operating income 849 702 1037 1227 1364

Net income 491 434 672 773 884

Net cash provided by operating activities 742 536 733 948 903

Per common share information

Basic earnings 1.89 1.69 2.60 3.01 3.47

Diluted earnings 1.81 1.65 2.53 2.92 3.36

Cash dividends declared 0.96 1.00 1.08 1.24 2.36

Weighted-average common shares

outstanding 259.3 255.9 257.2 255.6 253.4

Weighted-average common shares

outstanding assuming dilution 269.9 262.3 265.1 263.3 261.0

Balance sheet data at December 31

Total assets 2819 3210 3642 3770 4203

Stockholders equity 2489 2882 3297 3421 3846

Assets under management at

December 31 in billions 276.3 391.3 482.0 489.5 576.8

COMMON STOCK PERFORMANCE

Our common stock trades on The NASDAQ Global Select Market

under the symbol TROW This chart compares the total cumulative

return on our common stock to that of the indexes for the NASDAQ

Financial Stocks and the SP 500 For purposes of this presentation we

assume that $100 was invested in our common stock and each of the

indexes on December 31 2007 and that all subsequent dividends have
_______________________________

been reinvested We have calculated this information based on data

provided by The NASDAQ Stock Market to its listed companies and

data obtained from Standard Poors website standardandpoors.com

The following chart presents our common stock prices as ranges
for each quarter over the past two years Closing prices are indicated

$80 ________________________________________

$50

$40

$200

50

TROW $121

$100 SP 500 97

AQFinancals 91

50

2007 2008 2009 2010 2011 2012

$70
-----

$66.42

$60 $60.34

$30

$65.12
$63.30

2011

Dividends
Qi Q2 Q3 Q4 Qi Q2 Q3 Q4

declared

per share .31 .31 .31 .31 .34 .34 .34 1.34

Includes special dividend of $1.00 per share that we paid on December 28 2012

2012
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MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

General

Our revenues and net income are derived primarily from investment advisory services provided to individual and institutional

investors in our U.S sponsored mutual funds and other managed investment portfolios The other managed investment

portfolios include separately managed accounts subadvised funds and other sponsored investment portfolios including

collective investment trusts and Luxembourg-based funds offered to investors outside the U.S and portfolios offered through

variable annuity life insurance plans in the U.S Investment advisory clients outside the U.S account for 9.5% of our assets under

management at December 31 2012

We manage
broad

range
of U.S international and global stock bond and money market mutual funds and other investment

portftlios which meet the varied needs and objectives of individual and institutional investors Investment advisory revenues

depend largely on the total value and composition of assets under our management Accordingly fluctuations in financial

markets and in the composition of assets under management affect our revenues and results of operations

We remain debt-free with substantial liquidity and resources that allow us to take advantage of attractive growth opportunities

invest in key capabilities including investment professionals technologies and new fund offerings and most importantly

provide our clients with strong investment management expertise and service both now and in the future

Background

Major equity indexes produced strong returns in 2012 despite eurozone recession the sovereign debt crisis muted U.S

economic growth uncertainty surrounding U.S fiscal policy after 2012 and slowdown in emerging economies Equities were

supported by solid U.S corporate earnings and actions taken by central banks around the world to stimulate economic growth

During the
year

the Federal Reserve kept the federal funds rate near 0% and implemented third-round of quantitative easing

in the form of an open-ended policy of monthly agency mortgage-backed securities purchases Further the Federal Reserve

announced at its December meeting that it would add open-ended monthly purchases of long-term Treasury securities when its

current maturity extension program for Treasuries ends in 2013 It also confirmed that it expects to keep the federal funds rate

very low at least through mid-2015 As 2013 began equity markets had positive momentum as U.S Congress passed legislation

on January 1st that delayed deep spending cuts for two months and prevented many broad-based tax increases

Results of several major equity market indexes for the full year 2012 are as follows

Isdex
2012

SP 500 Index 16.0%

NASDAQ Composite Index excluding dividends 15.9%

Russell 2000 Index 16.4%

MSCI EAFE Europe Australasia and Far East Index 17.9%

MSCI Emerging Markets Index 18.6%

Bonds produced good returns over the year High yield and emerging market issues outperformed all others as income-seeking

investors continued favoring securities with attractive yields in the low interest rate environment Outside the U.S investors also

sought bonds issued by developing countries due to their lower debt levels and better growth prospects relative to developed

countries Long-term Treasury bond yields were essentially flat for the year and remained near historic lows in response to weak

global economic growth and the Federal Reserves maturity extension program noted above The yield on the benchmark 10-year

U.S Treasury at December 31 2012 was 1.8% compared with 1.9% at the end of 2011

Results of several major bond market indexes for the full
year

2012 are as follows

Index 2012

Barclays U.S Aggregate Bond Index 4.2%

Credit Suisse High Yield Index 14.7%

Barclays Municipal Bond Index 6.8%

Barclays Global Aggregate Ex-U.S Dollar Bond Index 4.1%

JPMorgan Emerging Markets Index Plus 18.0%
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Assets tinder Management

With this market environment as backdrop investors entrusted $17.2 billion to our management in 2012 Total assets under

management ended 2012 at record $576.8 billion an increase of $87.3 billion from the end of 2011 Assets under management

in billions at the end of and changes over each of the last three
years are detailed below

Assets Under Management by Investment Portfolio

December31 2010 2011 2012

Sponsored mutual funds distributed in the U.S 282.6 289.4 346.9

Other investment portfolios 199.4 200.1 229.9

Total 482.0 489.5 576.8

Assets Under Management by Asset Class

December31 2010 2011 2012

Stock and blended asset 360.6 352.4 421.1

Fixed income portfolios 121.4 137.1 155.7

Total 482.0 489.5 576.8

Components of Changes in Assets Under Management
Year ended 2010 2011 2012

Assets under management at beginning of year 391.3 482.0 489.5

Net cash inflows

Sponsored mutual funds distributed in the U.S 13.6 11.0 15.7

Other investment portfolios 16.7 3.1 1.5

30.3 14.1 17.2

Net market gains losses and income 60.8 5.8 70.7

Mutual fund distributions not reinvested .4 .8 .6

Change during the period 90.7 7.5 87.3

Assets under management at end of year 482.0 489.5 576.8

Our 2010 net cash inflows were sourced most significantly from third-party financial intermediaries and from institutional

investors around the world whereas net cash flows in 2011 and 2012 were sourced primarily from third-party financial

intermediaries Our relative investment performance over much of this period and brand awareness contributed significantly

to attracting net inflows to our firm

We incur significant expenditures to attract new investment advisory clients and additional investments from our existing

clients These efforts often involve costs that precede any
future revenues that we may recognize from increases to our assets

under management

Results of Operations

2012 versus 2011

Investment advisory revenues were up 10.3% or $243.0 million to nearly $2.6 billion in 2012 as average assets under our

management increased $52.3 billion to $549.4 billion The average annualized fee rate earned on our assets under management

was 47.2 basis points during 2012 virtually unchanged from the 47.3 basis points earned in 2011 We continued to voluntarily

waive portion of our money market advisory fees in 2012 in order to maintain positive or zero yield for fund investors These

fees were waived from each of our money market funds and trusts and totaled $35.0 million or about 1% of total investment

advisory revenues earned in 2012 as compared to $36.4 million in 2011 Combined net assets at December 31 2012 of the funds

and trusts in which we waived fees in 2012 was $15.4 billion or 2.7% of our total assets under management The firm expects that

these fee waivers will continue in 2013

Rowe Price Group Annual Report 2012 17



Net revenues increased $275.4 million or 10.0% to $3.0 billion in 2012 Operating expenses were $1.7 billion in 2012 an

increase of $138.0 million or lT Overall net operating income for 2012 increased $137.4 million or 11.2% to nearly

$1.4 billion The increase in our average assets under management and resulting advisory revenue lifted our operating margin

for 2012 to 45.1% from 44.7% in 2011 Non-operating investment income of $70.8 million in 2012 included $32.6 million or

$07 per share after income taxes in gains realized from the sale of certain of our investments in sponsored funds to seed other

sponsored funds in support of our distribution efforts outside the U.S Net income including these realized gains
increased

$110.4 million or 14.3% to $883.6 million in 2012 and our diluted earnings per share on our common stock increased

15.1% to $3.36 from the $2.92 earned in 2011

Revenues

Investment advisory revenues earned from the Rowe Price mutual funds distributed in the U.S were $1.8 billion in 2012

an increase of 11.4% or $182.7 million on higher average
mutual fund assets Average mutual fund assets in 2012 were

$326.6 billion an increase of 11.8% from the 2011 average
Mutual fund assets at December 31 2012 were $346.9 billion

up $57.5 billion from the end of 2011

Net inflows to the mutual funds during 2012 were $15.7 billion including $8.6 billion into our stock and blended asset funds

and $7.5 billion into our bond funds Our money market funds had net outflows of $.4 billion Mutual fund net inflows include

$6.4 billion that originated in our target-date retirement funds which in turn invest in broadly diversified portfolio of other

Price funds and automatically rebalance to maintain their specific asset allocation weightings These fund net inflow amounts are

presented net of $4.5 billion that was transferred to the other investment portfolios during the year These transfers were primarily

from our target-date retirement funds to our target-date retirement trusts Market appreciation and income net of distributions

not reinvested added $41.8 billion to our mutual fund assets under management in 2012

Investment advisory revenues earned on the other investment portfolios that we manage
increased $60.3 million or 8.1% to

$801.7 million Average assets in these portfolios were $222.8 billion during 2012 an increase of $17.8 billion or 8.7% from the

2011 year Ending assets at December 31 2012 were $229.9 billion an increase of $29.8 billion from the end of 2011 Net inflows

into these portfolios in 2012 were $1.5 billion including $4.5 billion that was transferred from the mutual funds Strong cash

inflows in 2012 into our subadvised funds from third-party intermediaries were offset by outflows from institutional investors

outside the U.S These net outflows were primarily from institutional separate account portfolios that have experienced investment

performance challenges or changes in the clients investment objectives Market appreciation and income increased assets under

management in these portfolios by $28.3 billion

Administrative fees increased $11.4 million to $332.6 million in 2012 The increase is attributable to our mutual fund servicing

activities and defined contribution recordkeeping services for the mutual funds and their investors Changes in administrative fees are

generally offset by similar changes in related operating expenses
that are incurred to provide services to the funds and their investors

Distribution and servicing fees earned from 12b-1 plans of the Advisor and VIP II classes of our sponsored mutual funds were

$96.1 million in 2012 an increase of $21.5 million from 2011 The increase includes $13.0 million recognized on greater assets

under management in these share classes and $8.5 million earned primarily on class shares in the first quarter of 2012 for which

the comparable 2011 fees were netted against related distribution and servicing costs The 12b-l fees earned are offset entirely by

the cost paid to third-party intermediaries who source these assets these costs are reported as distribution and servicing costs on

the face of the consolidated statements of income

Operating expenses

Compensation and related costs were $1.0 billion an increase of $77.8 million or 8.0% compared to 2011 The largest part of the

increase is attributable to $33.7 million increase in salaries and related benefits which results from modest increase in salaries

at the beginning of 2012 combined with 2.1% increase in our average
staff size from 2011 The 2012 change also includes

$32.0 million increase in our annual variable compensation programs The remainder of the change from 2011 is attributable

to increased use of outside contractors to meet growing business demands higher non-cash stock-based compensation expense

and other employee related costs At December 31 2012 we employed 5372 associates an increase of 2.2% from the end of 2011

to support both business growth and added capabilities
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Advertising and promotion expenditures were $89.8 million in 2012 compared to $90.8 million in 2011 We currently estimate

that advertising and promotion expenditures for 2013 will be similar to 2012 levels We vary our level of spending based on

market conditions and investor demand as well as our efforts to expand our investor base globally

Distribution and servicing costs paid to third-party intermediaries who source assets into the Advisor and VIP II classes

of our sponsored mutual funds were $96.1 million in 2012 an increase of $21.5 million from 2011 The increase includes

$13.0 million recognized on greater assets under management in these share classes and $8.5 million incurred primarily

on class shares in the first quarter of 2012 for which the comparable 2011 costs were netted against related distribution and

servicing fees The costs are offset entirely by the 12b-1 fees we earn These fees are reported as distribution and servicing

fees on the face of the consolidated statements of income

Occupancy and facility costs together with depreciation expense increased $18.6 million or 9.9% versus 2011 The change

includes the added costs incurred to expand our facilities around the world as well as update our technology capabilities

including related maintenance programs to meet increasing business demands

Other operating expenses increased $21.1 million or 10.7% from 2011 including $16.4 million in certain third-party servicing costs

incurred in 2012 for which the comparable 2011 costs were reported as reductions of advisory and administrative fee revenues

Non-operating investment income

Our non-operating investment income which includes interest income as well as the recognition of investment gains and losses

was up $47.1 million from the 2011 period This increase includes $32.6 million in gains realized in the second half of 2012 from

the sale of certain of our investments in sponsored funds to seed other sponsored funds in support of our distribution efforts

outside the U.S The balance of the change is primarily attributable to $8.4 million in higher net gains recognized on our cost-

method investments and trading securities and $3.8 million in larger dividends earned on our mutual fund investments

Provision for income taxes

Our effective tax rate for 2012 was 38.4% as compared to 38.2% in 2011 The firm currently estimates its effective tax rate for 2013

will be about 38.5% Our effective income tax rate reflects the relative contribution of pre-tax income generated by our non-U.S

subsidiaries that are subject to tax rates lower than our U.S rates Changes in the relative contribution of pre-tax income from

U.S and non-U.S sources or changes in tax rates in relevant non-U.S jurisdictions may affect our effective income tax rate and

overall net income in the future

2011 versus 2010

Investment advisory revenues were up 15.9% or $322.2 million to $2.3 billion in 2011 as average assets under our management

increased $74.5 billion to $497.1 billion The
average

annualized fee rate earned on our assets under management was 47.3 basis

points during 2011 compared to 48.0 basis points earned in 2010 The decrease in our average
annualized fee rate was primarily

result of the $11.3 million increase in money market management fees voluntarily waived by the firm in order to maintain

positive yield for fund investors The firm waived $36.4 million in money market fees in 2011 compared to $25.1 million in 2010

Net revenues increased $379.9 million or 16.0% to $2.7 billion Operating expenses were $1.5 billion in 2011 an increase of

$189.5 million or 14.2% Overall net operating income for 2011 increased $190.4 million or 18.4% to $1.2 billion The increase in

our average assets under management and resulting advisory revenue increased our operating margin for 2011 to 44.7% from 43.8%

in 2010 Net income increased $101.0 million or 15.0% to $773.2 million from the 2010 period Our diluted earnings per share on

our common stock increased 15.4% to $2.92 from the $2.53 earned in 2010

Revenues

Investment advisory revenues earned from the Rowe Price mutual funds distributed in the U.S were $1.6 billion in 2011

an increase of 15.3% or $213.3 million on higher average mutual fund assets Average mutual fund assets in 2011 were

$292.1 billion an increase of 16.5% from the 2010 average Mutual fund assets at December 31 2011 were $289.4 billion

up $6.8 billion from the end of 2010
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Net inflows to the mutual funds during 2011 were $11.0 billion These net inflows include $7.5 billion that originated in our

target-date retirement funds which in turn invest in broadly diversified portfolio of other Price funds and automatically

rebalance to maintain their specific asset allocation weightings Net cash inflows of $6.6 billion were added to our stock and

blended asset funds $3.9 billion to our bond funds and $.5 billion were added to our money market funds The Overseas Stock

International Stock New America Growth Emerging Markets Stock and New Income funds each added more than $1.2 billion

in net inflows for combined total of $6.8 billion Fund net inflow amounts in 2011 are presented net of $1.4 billion that was

transferred to the other investment portfolios during the year Market depreciation and income not reinvested lowered our

mutual fund assets under management by $4.2 billion in 2011

Investment advisory revenues earned on the other investment portfolios that we manage increased $108.9 million or 17.2%

to $741.4 million Average assets in these portfolios were $205.0 billion during 2011 an increase of $33.2 billion or 19.3%

from the 2010 year Ending assets at December 31 2011 were $200.1 billion an increase of $.7 billion from the end of 2010

Net inflows into these portfolios in 2011 were $3.1 billion We experienced strong cash inflows into our subadvised funds from

third-party intermediaries into our fixed income portfolios from institutional investors and into our other sponsored portfolios

during the year Ihese inflows were partially offset by outflows from our equity portfolios by few institutional investors that

were reducing risk in their portfolios in the wake of the volatile market environment experienced in 2011 Lower market

valuations reduced assets under management in these portfolios by $2.4 billion

Administrative fees increased $26.9 million to $321.2 million in 2011 The increase is attributable to our mutual fund servicing

activities and defined contribution recordkeeping services for the mutual funds and their investors Changes in administrative

fees are generally offset by similar changes in related operating expenses that are incurred to provide services to the funds and

their investors

listribution and servicing fees earned from 12b-1 plans of the Advisor and VIP II classes of our sponsored mutual funds

were $74.6 million in 2011 an increase of $31.4 million from 2010 The increase includes $7.3 million recognized on greater

assets under management in these share classes and $24.1 million earned primarily on class shares in the last nine months

of 2011 for which the comparable 2010 fees were netted against related distribution and servicing costs The 12b-l fees earned

are offset entirely by the cost paid to third-party intermediaries who source these assets These costs are reported as distribution

and servicing costs on the face of the consolidated income statements

Operating expenses

Compensation and related costs were $969.8 million an increase of $109.4 million or 12.7% compared to 2010 The largest

part of the increase is attributable to $46.9 million increase in salaries and related benefits which results from 5.6% annual

increase in our average staff size The 2011 change also includes $36.4 million increase in our annual variable compensation

programs Greater use of outside contractors to meet growing business demands increased our 2011 costs by $11.2 million

Ihe remainder of the change from 2010 is attributable to higher non-cash stock-based compensation expense
and other

employee related costs At December 31 2011 we employed 5255 associates an increase of 4.0% from the end of 2010 to

support both business growth and added capabilities

Advertising and promotion expenditures were $90.8 million up $3.9 million or 4.5% compared to 2010 We vary our level

of spending based on market conditions and investor demand as well as our efforts to expand our investor base globally

Occupancy and facility costs together with depreciation expense increased $15.3 million or 8.9% versus 2010 the change

includes the impact of placing our new technology support facility into service in February 2011 as well as the added costs

to update our technology capabilities including related maintenance programs to meet increasing business demands

Other operating expenses increased $29.5 million or 17.5% from 2010 The charitable contribution made to the Rowe Price

Foundation in 2011 was higher than in 2010 and we increased our spending on professional fees information and other third

party services and travel to meet increasing business demands The increases in these costs were offset by the $16.4 million charge

incurred in 2010 from the one-time contribution made to certain money market funds that did not reoccur in 2011
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Non-operating investment income

Our non-operating investment income which includes interest income as well as the recognition of investment gains and losses

was down $9.8 million from the 2010 period This decrease is primarily due to the 2010 period including $7.6 million in gains

realized on the sale of certain mutual fund investments and $2.2 million recognized in early 2010 on the settlement and valuation

of the forward contracts used to hedge the foreign currency exposure associated with our investment in UTI Asset Management

Company Limited UTI The 2011 period includes $6.4 million in net earnings from our investment in UTI an increase of

$1.1 million over the earnings recognized in 2010

Provision for income taxes

Our effective tax rate for 2011 is 38.2% as compared to 37.2% in 2010 The increase is primarily attributable to higher effective

state tax rates as well as greater discrete tax benefits recognized in 2010 from the settlement of state income tax positions and

the firms international reorganization

Capital Resources and Liquidity

During 2012 stockholders equity increased from $3.4 billion to $3.8 billion In 2012 we expended $135.2 million to

repurchase 2.3 million common shares and paid $2.36 per share in dividends including $1.00 per share special dividend

paid in December 2012 from existing cash balances and cash generated from operations Tangible book value is $3.2 billion

at December 31 2012 and our cash and our fund investment holdings total $2.0 billion Given the availability of these financial

resources we do not maintain an available external source of liquidity

At December 31 2012 we had outstanding commitments to make additional contributions totaling $36.5 million to various

investment partnerships in which we have an existing investment We presently anticipate funding 2013 property and equipment

expenditures of about $125 million from our cash balances and operating cash inflows

2012 versus 2011

Operating activities during 2012 provided cash flows of $902.8 million down $45.6 million from 2011 due in part to the

$92.7 million in net investments made by the consolidated sponsored funds we seeded during the first half of 2012 for which

we have controlling financial interest Timing differences in the cash settlement of our accounts receivable and accrued

revenues payables and accrued liabilities and other assets and liabilities decreased our operating cash flows by $42.5 million

compared to the 2011 year The cash flows from operating activities in 2012 also includes reduction for the $35.1 million in

gains recognized on the sale of certain fund investments as the related cash flow activity is reflected in net cash used in investing

activities These operating cash flow decreases are offset by $110.4 million increase in net income and increases in non-cash

expenses
for depreciation amortization and stock-based compensation which are added back to net income to determine cash

from operations

Net cash used in investing activities totaled $310.1 million up $145.1 million from 2011 We made $218.3 million more net

investments in our sponsored funds during 2012 compared with 2011 This increase was offset by greater net cash proceeds of

$73.4 million in 2012 from the sale of more debt securities held by our savings bank subsidiary

Net cash used in financing activities was $611.5 million in 2012 down $87.1 million from the comparable 2011 period During 2011

we expended $344.5 million more for stock repurchases including the repurchase of 6.4 million more shares than in 2012 This

reduction in cash used was partially offset by the change in customer deposits at our savings bank subsidiary during 2012 compared

to 2011 as well as $285.5 million increase in dividends paid The increase in dividends paid in 2012 is due to $03 increase in our

quarterly per-share dividend and the payment of $1.00 per
share special dividend in December 2012 The balance of the decrease

from 2011 in cash used is due to greater proceeds and tax benefits related to our stock-based compensation plans on increased

exercise activity in late 2012

2011 versus 2010

Operating activities during 2011 provided cash flows of $948.4 million up $215.6 million from 2010 including $101.0 million

increase in net income The increase also includes an $81.7 million change in the timing differences in the cash settlement of our

income taxes accounts receivable and accrued revenues and payables and accrued liabilities
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Net cash used in investing activities totaled $165.0 million down $111.9 million from the 2010 period Cash flows in 2010

included $143.6 million in cash used to purchase our 26% equity interest in UTI We spent $35.7 million less in property and

equipment expenditures in 2011 compared to 2010 due to the construction of our technology support facility being substantially

complete at the end of 2010 ihese reductions in cash used in 2011 were offset by an increase of $57.0 million in net investments

made into our sponsored funds compared to the 2010 period

Net cash used in financing activities was $698.6 million in 2011 up $312.5 million from the 2010 period We increased our

stock repurchases by expending $239.7 million more in 2011 compared to the 2010 year Dividends paid during 2011 increased

$39.0 million from the 2010 period due primarily to $04 increase in our quarterly per-share dividend The impact of dividends

paid and stock repurchases was greater in 2011 as proceeds related to our stock-based compensation plans decreased $47.8 million

on reduced exercise activity

Contractual Obligations

The following table presents summary of our future obligations in millions under the terms of existing operating leases and

other contractual cash purchase commitments at December 31 2012 Other purchase commitments include contractual amounts

that will be due for the purchase of goods or services to be used in our operations and may be cancelable at earlier times than

those indicated under certain conditions that may involve termination fees Because these obligations are generally of normal

recurring nature we expect that we will fund them from future cash flows from operations The information presented does not

include operating expenses or capital expenditures that will be committed in the normal course of operations in 2013 and future

years The information also excludes the $4.9 million of uncertain tax positions discussed in Note to our consolidated financial

statements because it is not possible to estimate the time period in which payment might be made to the tax authorities

Tota 2013 2014-15 2016-17 Later

Noncancelable operating leases 154 31 60 45 18

Other purchase commitments 127 89 34

Total 281 120 94 49 18

We also have outstanding commitments to fund additional contributions to investment partnerships in which we have an existing

investment totaling $36.5 million at December 31 2012

Critical Accounting Policies

The preparation of financial statements often requires the selection of specific accounting methods and policies from among

several acceptable alternatives Further significant estimates and judgments may be required in selecting and applying those

methods and policies in the recognition of the assets and liabilities in our consolidated balance sheets the revenues and expenses

in our consolidated statements of income and the information that is contained in our significant accounting policies and notes

to consolidated financial statements Making these estimates and judgments requires the analysis of information concerning

events that may not yet be complete and of facts and circumstances that may change over time Accordingly actual amounts

or future results can differ materially from those estimates that we include currently in our consolidated financial statements

significant accounting policies and notes

We present those significant accounting policies used in the preparation of our consolidated financial statements as an integral

part of those statements within this 2012 Annual Report In the following discussion we highlight and explain further certain

of those policies that are most critical to the preparation and understanding of our financial statements

Other-than-temporary impairments of available-for-sale securities We generally classify our investment holdings in

sponsored funds and the debt securities held for investment by our savings bank subsidiary as available-for-sale At the end of

each quarter we mark the carrying amount of each investment holding to fair value and recognize an unrealized gain or loss

as component of comprehensive income within the consolidated statements of comprehensive income We next review each

individual security position that has an unrealized loss or impairment to determine if that impairment is other than temporary
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In determining whether mutual fund holding is other-than-temporarily impaired we consider many factors including the

duration of time it has existed the severity of the impairment any subsequent changes in value and our intent and ability to

hold the security for period of time sufficient for an anticipated recovery in fair value Subject to the other considerations noted

above with respect to duration of time we believe fund holding with an unrealized loss that has persisted daily throughout the

six months between quarter-ends is generally presumed to have an other-than-temporary impairment We may also recognize an

other-than-temporary loss of less than six months in our consolidated statements of income if the particular circumstances of the

underlying investment do not warrant our belief that near-term recovery is possible

An impaired debt security held by our savings bank subsidiary is considered to have an other-than-temporary loss that we will

recognize in our consolidated statements of income if the impairment is caused by change in credit quality that affects our

ability to recover our amortized cost or if we intend to sell the security or believe that it is more likely than not that we will be

required to sell the security before recovering cost Minor impairments of 5% or less are generally considered temporary

Other-than-temporary impairments of equity method investments We evaluate our equity method investments including

our investment in UTI for impairment when events or changes in circumstances indicate that the carrying value of the

investment exceeds its fair value and the decline in fair value is other than temporary

Goodwill We internally conduct manage and report our operations as one investment advisory business We do not have

distinct operating segments or components that separately constitute business Accordingly we attribute goodwill to single

reportable business segment and reporting unit our investment advisory business

We evaluate the carrying amount of goodwill in our consolidated balance sheets for possible impairment on an annual basis

in the third quarter of each year using fair value approach Goodwill would be considered impaired whenever our historical

carrying amount exceeds the fair value of our investment advisory business Our annual testing has demonstrated that the fair

value of our investment advisory business our market capitalization exceeds our carrying amount our stockholders equity

and therefore no impairment exists Should we reach different conclusion in the future additional work would be performed

to ascertain the amount of the non-cash impairment charge to be recognized We must also perform impairment testing at

other times if an event or circumstance occurs indicating that it is more likely than not that an impairment has been incurred

The maximum future impairment of goodwill that we could incur is the amount recognized in our consolidated balance sheets

$665.7 million

Stock options We recognize stock option-based compensation expense in our consolidated statements of income using

fair value based method Fair value methods use valuation model for shorter-term market-traded financial instruments to

theoretically value stock option grants even though they are not available for trading and are of longer duration The Black

Scholes option-pricing model that we use includes the input of certain variables that are dependent on future expectations

including the expected lives of our options from grant date to exercise date the volatility of our underlying common shares in

the market over that time period and the rate of dividends that we will pay during that time Our estimates of these variables are

made for the purpose of using the valuation model to determine an expense for each reporting period and are not subsequently

adjusted Unlike most of our expenses the resulting charge to earnings using fair value based method is non-cash charge that

is never measured by or adjusted based on cash outflow

Provision for income taxes After compensation and related costs our provision for income taxes on our earnings is our largest

annual expense We operate in numerous states and countries through our various subsidiaries and must allocate our income

expenses and earnings under the various laws and regulations of each of these taxing jurisdictions Accordingly our provision

for income taxes represents our total estimate of the
liability

that we have incurred in doing business each year in all of our

locations Annually we file tax returns that represent our filing positions with each jurisdiction and settle our return liabilities

Each jurisdiction has the right to audit those returns and may take different positions with respect to income and expense

allocations and taxable earnings determinations From time to time we may also provide for estimated liabilities associated with

uncertain tax return filing positions that are subject to or in the process of being audited by various tax authorities Because

the determination of our annual provision is subject to judgments and estimates it is likely that actual results will vary from

those recognized in our financial statements As result we recognize additions to or reductions of income tax expense during

reporting period that pertain to prior period provisions as our estimated liabilities are revised and actual tax returns and tax

audits are settled We recognize any such prior period adjustment in the discrete quarterly period in which it is determined
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Newly Issued But Not Yet Adopted Accounting Guidance

We have also considered all other newly issued accounting guidance that is applicable to our operations and the preparation of

our consolidated financial statements including that which we have not yet adopted We do not believe that
any

such guidance

will have material effect on our financial position or results of operation

Forward-Looking Information

From time to time information or statements provided by or on behalf of Rowe Price including those within this report may

contain certain ftrward-looking information including information or anticipated information relating to our revenues net

income and earnings per share on common stock changes in the amount and composition of our assets under management

our expense levels our estimated effective income tax rate and our expectations regarding financial markets future transactions

dividends investments capital expenditures and other conditions Readers are cautioned that any forward-looking information

provided by or on behalf of Rowe Price is not guarantee
of future performance Actual results may differ materially from

those in forward-looking information because of various factors including but not limited to those discussed below and in Item

IA Risk Factors of this Form 10-K Annual Report Further forward-looking statements speak only as of the date on which they

are made and we undertake no obligation to update any forward-looking statement to reflect events or circumstances after the

date on which it is made or to reflect the occurrence of unanticipated events

Our future revenues and results of operations will fluctuate primarily due to changes in the total value and composition of assets

under our management Such changes result from many factors including among other things cash inflows and outflows in

the Rowe Price nmtual funds and other managed investment portfolios fluctuations in global financial markets that result

in appreciation or depreciation of the assets under our management our introduction of new mutual funds and investment

portkdios and changes in retirement savings trends relative to participant-directed investments and defined contribution plans

T1ie
ability

to attract and retain investors assets under our management is dependent on investor sentiment and confidence the

relative investment performance of the Price mutual funds and other managed investment portfolios as compared to competing

offerings and market indexes the
ability

to maintain our investment management and administrative fees at appropriate levels

competitive conditions in the mutual fund asset management and broader financial services sectors and our level of success

in implementing our strategy to expand our business Our revenues are substantially dependent on fees earned under contracts

with the Price funds and could be adversely affected if the independent directors of one or more of the Price funds terminated

or significantly altered the terms of the investment management or related administrative services agreements Non-operating

investment income will also fluctuate primarily due to the size of our investments changes in their market valuations and
any

other-than-temporary impairments that may arise or in the case of our equity method investments our proportionate share of

the investees net income

Our future results are also dependent upon
the level of our expenses which are subject to fluctuation for the following or other

reasons changes in the level of our advertising expenses
in response to market conditions including our efforts to expand our

investment advisory business to investors outside the U.S and to further penetrate our distribution channels within the U.S

variations in the level of total compensation expense
due to among other things bonuses stock option and other equity grants

other incentive awards changes in our employee count and mix and competitive factors any goodwill or other asset impairment

that may arise fluctuation in foreign currency exchange rates applicable to the costs of our international operations expenses

and capital costs such as technology assets depreciation amortization and research and development incurred to maintain and

enhance our administrative and operating services infrastructure unanticipated costs that may be incurred to protect investor

accounts and the goodwill of our clients and disruptions of services including those provided by third parties such as facilities

communications power and the mutual fund transfer agent and accounting systems

Our business is also subject to substantial governmental regulation and changes in legal regulatory accounting tax and

compliance requirements may have substantial effect on our operations and results including but not limited to effects on

costs that we incur and effects on investor interest in mutual funds and investing in general or in particular classes of mutual

funds or other investments
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Quantitative and Qualitative Disclosures About Market Risk

The following table in millions presents the equity price risk from investments in sponsored funds that are accounted for as

available-for-sale securities by assuming hypothetical decline in the fair values of fund shares We have chosen to use variant

of each funds net asset value to quantify the equity price risk as we believe that the volatility in each funds net asset value best

reflects the underlying risk potential as well as the market trends surrounding each funds investment objective The potential

future loss of value before any income tax benefits of our fund investments at year-end was determined by using the lower of

each funds lowest net asset value per share during 2012 or its net asset value
per

share at December 31 2012 reduced by 10%

In considering this presentation it is important to note that not all funds experienced their lowest net asset value per share on

the same day it is likely that the composition of the fund investment portfolio would be changed if adverse market conditions

persisted and we could experience future losses in excess of those presented below

nafue at Percentage Patential
Percentage

Decemter 31 2012 nt pnrttnlin awer anne nt pnrttnhn Pntential ann

Stock and blended asset funds 515.8 45% 431.6 44% 84.2 16%

Bond funds 624.3 55% 554.7 56% 69.6 11%

$1140.1 100% 986.3 100% $153.8 13%

The comparable potential loss of value in 2011 if we would have applied the same methodology noted above would have been

$80.1 million on sponsored fund investments of $764.5 million During 2012 we actually experienced net unrealized gains of

$99.9 million

Because our fund holdings are considered available-for-sale securities we recognize unrealized losses that are considered temporary

in other comprehensive income We review the carrying amount of each investment on quarterly basis and recognize an

impairment charge in non-operating investment income loss whenever an unrealized loss is considered other than temporary

Investments in mutual funds generally moderate market risk because funds by their nature are diversified investment portfolios

that invest in number of different financial instruments Rowe Price further
manages its exposure to market risk by

diversifying its investments among many domestic and international funds In addition investment holdings may be altered from

time to time in response to changes in market risks and other factors as management deems appropriate

The investment portfolio and customer deposit liabilities of our savings bank subsidiary are subject to interest rate risk If interest

rates change 1% the change in the net value of these assets and liabilities would not be material

We also hold other investments of $304.7 million at December 31 2012 including our $139.8 million equity investment in

UTI Given the nature of UTIs business should conditions deteriorate in markets in which they operate we are at risk for

loss up to our carrying amount In addition our investment in UTI exposes us to foreign currency risk related to translating

our proportionate share of its financial statements which are denominated in Indian rupees INR to U.S dollars USD each

reporting period We do not use derivative financial instruments to manage this foreign currency risk so both positive and

negative fluctuations in the INR against the USD will affect accumulated other comprehensive income and the carrying amount

of our investment Our cumulative translation loss net of tax at December 31 2012 was $12.6 million

We operate in several foreign countries of which the United Kingdom is the most prominent We incur operating expenses
and

have foreign currency-denominated assets and liabilities associated with these operations though our revenues are predominately

realized in USD We do not believe that foreign currency fluctuations materially affect our results of operations
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CONSOLIDATED BALANCE SHEETS

ii ill Iioi rXCCpt share data

December31 2011 2012

Assets

Cash and cash equivalents
897.9 879.1

Accounts receivable and accrued revenue 304.5 353.9

Investments in sponsored funds 764.5 1140.1

Debt securities held by savings bank subsidiary 198.4 136.0

Other investments 206.3 304.7

Property and equipment
567.4 561.0

Goodwill 665.7 665.7

Other assets 165.6 162.3

Total assets 3770.3 4202.8

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses
82.9 89.7

Accrued compensation and related costs 63.2 90.8

Income taxes payable
30.0 21.5

Customer deposits at savings bank subsidiary
__________

173.5 154.7

Iotal liabilities 349.6 356.7

Commitments and contingent liabilities

Stockholders equity

Preferred stock undesignated $20 par value

authorized and unissued 20000000 shares

Common stock $20 par valueauthorized 750000000 issued

253272000 shares in 2011 and 257018000 shares in 2012 50.7 51.4

Additional capital in excess of par value 502.0 631.0

Retained earnings 2765.2 3031.8

Accumulated other comprehensive income 102.8 131.9

Total stockholders equity
________

3420.7 3846.1

Total liabilities and stockholders equity 3770.3 4202.8

accompanying summary of significant accounting policies and notes to consolidated financial statements are an integral part of

these statements
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CONSOLIDATED STATEMENTS OF INCOME

in null ions except earnings per share

Year ended December 31 2010 2011 2012

Revenues

Investment advisory fees 2026.8 2349.0 2592.0

Administrative fees 294.3 321.2 332.6

Distribution and servicing fees 43.2 74.6 96.1

Net revenue of savings bank subsidiary 2.9 2.3 1.8

Net revenues 2367.2 2747.1 3022.5

Operating Expenses

Compensation and related costs 860.4 969.8 1047.6

Advertising and promotion 86.9 90.8 89.8

Distribution and servicing costs 43.2 74.6 96.1

Depreciation and amortization of
property and equipment 62.6 72.0 80.9

Occupancy and
facility costs 109.1 115.0 124.7

Other operating expenses 168.5 198.0 219.1

Total operating expenses 1330.7 1520.2 1658.2

Net Operating Income 1036.5 1226.9 1364.3

Non-operating investment income 33.5 23.7 70.8

Income before income taxes 1070.0 1250.6 1435.1

Provision for income taxes 397.8 477.4 551.5

Net income 672.2 773.2 883.6

Earnings Per Share on Common Stock

Basic 2.60 3.01 3.47

Diluted 2.53 2.92 3.36

The accompanying summary of significant accounting policies and notes to consolidated financial statements are an integral part of

these statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

is

Year ceded December 31 2010 2011 31

Net income 672.2 773.2 883.6

Other comprehensive income loss

Net unrealized holding gaios losses on

Investments in sponsored fonds

Net onrealied holding gains losses 67.9 40.2 99.9

Reclassification adostment related to capital gain distribotions 2.6 5.3 4.7

Reclassification adjustment on net gains realized on dispositions

in non operating investment income 7.6 35.1

Investments in sponsored fonds 57.7 45.5 60.1

Debt secorities held by savings bank subsidiary .2 .1

Proportionate share of net unrealized holding gains on securities

held by Ufl Asset Management Company Limited .4 .2

lhtal net unrealized holding gains losses recognized in other

comprehensive income 57.7 45.3 60.4

Currency translation adustment 5.6 t4.2 10.7

Total other comprehensive income loss before income taxes 63.3 59.5 49.7

Deferred tax benefits income taxes 26.0 23.2 20.6

Thtal other comprehensive income loss 37.2 363 29.1

Total comprehensive income 709.4 736.9 912.7

The accompanying sommary
of significant accoonting policies and notes to consolidated financial statements are an integral part of

these statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS
in infihons

YearendedDecember3l 2010 2011 2012

Cash Flows From Operating Activities

Net income 672.2 773.2 883.6

Adjustments to reconcile net income to

net cash provided by operating activities

Depreciation and amortization of property and equipment 62.6 72.0 80.9

Stock-based compensation expense 89.5 98.7 104.1

Intangible asset amortization .4 .4 .4

Realized gains on the dispositions of sponsored funds 7.6 35.1

Changes in securities held by consolidated sponsored

investment portfolios 92.7

Changes in accounts receivable and accrued revenue 62.5 2.8 49.7

Changes in payables and accrued liabilities 26.7 4.9 35.3

Other changes in assets and liabilities 48.5 6.2 24.0

Net cash provided by operatingactivities 732.8 948.4 902.8

Cash Flows From Investing Activities

Investments in UTI Asset Management Company Limited 143.6

Investments in sponsored mutual funds 26.3 62.2 498.5

Dispositions of sponsored mutual funds 21.2 .1 218.1

Investments in debt securities held by savings bank subsidiary 55.7 65.0 31.1

Proceeds from debt securities held by savings bank subsidiary 53.6 52.0 91.5

Other investments made 11.3 9.4 18.5

Proceeds from other investments 3.2 1.8 5.3

Additions to property and equipment 118.0 82.3 76.9

Net cash used in investing activities 276.9 165.0 310.1

Cash Flows From Financing Activities

Repurchases of common stock 240.0 479.7 135.2

Common share issuances under stock-based compensation plans 83.0 50.6 86.6

Excess tax benefits from stock-based compensation plans 50.7 35.3 59.3

Dividends 278.9 317.9 603.4

Change in savings bank subsidiary deposits .9 13.1 18.8

Net cash used in financing activities 386.1 698.6 611.5

Cash and Cash Equivalents

Net change during year 69.8 84.8 18.8

At beginning of year 743.3 813.1 897.9

At end of year 813.1 897.9 879.1

The accompanying summary of significant accounting policies and notes to consolidated financial statements are an integral part of

these statements
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

sb0 5II Ihisait stOhirs in

Addit ooal Acco iii boil

oorrroo abritol ottir Total

10 10101 01655 of Rot erred orrrprr heosrvr sb klrolr

it sb rid
og

obo par oa 100 ea ro rigs rroorne loss ore Ag

Balances at December 31 2009 258534 51.7 488.5 2240.1 101.9 2882.2

Net income 672.2 672.2

Other comprehensive income net of tax 37.2 37.2

Dividends 278.9 278.9

Common stock based compensation plans activity

Shares issued upon option exercises 4933 1.0 85.5 86.5

Restricted shares issued net of shares

withheld for taxes 234 .0 1.8 1.8

Shares issucd upon vesting of restricted stock units 71 .0 1.3 1.3

Forfeiture of restricted awards 14 .0 .0

Net tax benefits 50.9 50.9

Stock based compensation expense 89.5 89.5

Common shares repurchased 4998 1.0 205.0 34.0 240.0

Balances at December 31 2010 258760 51.7 506.3 2599.4 139.1 3296.5

Net income 773.2 773.2

Other comprehensive income net of tax 36.3 36.3

Dividends 317.9 317.9

Common stock based compensation plans activity

Shares issued upon option exercises 2920 .6 54.1 54.7

Restricted shares issued net of shares

withheld for taxes 224 .1 3.0 2.9

Shares issued upon vesting of restricted stock units 92 .0 1.5 1.5

Forfeiture of restricted awards 29 .0 .0

Net tax benefits 35.9 35.9

Stock based compensation expense 98.7 98.7

Common shares repurchased 8695 1.7 188.5 289.5 479.7

Balances at December 31 2011 253272 50.7 502.0 2765.2 102.8 3420.7

Net income 883.6 883.6

Other comprehensive income net of tax 29.1 29.1

Dividends 603.6 603.6

Common stock based compensation plans activity

Shares issued
upon option exercises 5239 1.1 91.5 92.6

Restricted shares issued net of shares

withheld for taxcs 734 .1 4.1 4.0

Shares issued
upon vesting of restricted stock units 101 .0 2.0 2.0

Forfeiture of restricted awards 26 .0 .0

Net tax benefits 60.8 60.8

Stock based compensation expense 104.1 104.1

Common shares repurchased 2302 .5 121.3 135.2

Balances at December 31 2012 257018 51.4 631.0 3031.8 131.9 $3846.1

Ihc accompanying summary of significant accounting policies and notes to consolidated financial statements are an integral part of

these statements
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Rowe Price Group derives its consolidated revenues and net income primarily from investment advisory services that

its subsidiaries provide to individual and institutional investors in the sponsored Rowe Price U.S mutual funds and

other investment portfolios We also provide our investment advisory clients with related administrative services including

distribution mutual fund transfer agent accounting and shareholder services participant recordkeeping and transfer agent

services for defined contribution retirement plans brokerage and trust services

Investment advisory revenues depend largely on the total value and composition of assets under our management Accordingly

fluctuations in financial markets and in the composition of assets under management impact our revenues and results of operations

Basis of Preparation

These consolidated financial statements have been prepared by our management in accordance with accounting principles

generally accepted in the U.S These principles require that we make certain estimates and assumptions Actual results may

vary
from our estimates Certain 2011 amounts have been reclassed to conform with 2012 presentation

New Financial Reporting Guidance

On January 2012 we adopted new financial reporting guidance related to the presentation of comprehensive income in our

consolidated financial statements The new guidance requires net income and other comprehensive income to be presented

in either single-continuous statement of comprehensive income or two separate but consecutive statements of income and

comprehensive income We elected to present the components of comprehensive income in separate statement following our

consolidated statements of income Additional disclosures required by this new guidance are included in Note 12 In accordance

with the guidance the presentation of all prior year information has been revised to conform with the new presentation

We also adopted new reporting guidance that clarified how to measure financial instruments at fair value and expanded the

required fair value measurement disclosures The adoption of the new measurement guidance did not have an impact on our

consolidated financial statements However we now disclose in Note the level of the fair value hierarchy in which the inputs

used in determining the disclosed fair value of customer deposits at our savings bank subsidiary can be categorized

Consolidation

Our financial statements include the accounts of all subsidiaries and sponsored products in which we have controlling financial

interest We are generally considered to have controlling financial interest when we own majority of the voting interest in an

entity All material intercompany accounts and transactions are eliminated in consolidation

Cash Equivalents

Cash equivalents consist primarily of short-term highly liquid investments in our sponsored money market mutual funds

The cost of these funds is equivalent to fair value

Investments in Sponsored Funds

We value our investments in sponsored funds at the quoted closing net asset value or NAy per share of each fund as of the

balance sheet date and generally classify these holdings as available-for-sale Changes in net unrealized holding gains losses

on these investments are recognized in accumulated other comprehensive income

We review the carrying amount of each investment on quarterly basis and recognize an impairment charge in non-operating

investment income whenever an unrealized loss is considered other than temporary In determining whether fund holding is

other-than-temporarily impaired we consider various factors including the duration of time it has existed the severity of the

impairment any subsequent changes in value and our intent and ability to hold the fund for period of time sufficient for an

anticipated recovery in fair value Subject to the other considerations noted above with respect to duration of time we believe

fund holding with an unrealized loss that has persisted daily throughout the six months between quarter-ends is generally

presumed to have an other-than-temporary impairment We may also recognize an other-than-temporary loss if particular

circumstances of the underlying investment do not warrant our belief that near-term recovery is possible
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Debt Securities Held By Savings Bank Subsidiary

Our investments in marketable debt securities including mortgage- and other asset-backed securities held by our savings bank

subsidiary are classified as available-for-sale and reported at fair value Changes in net unrealized holding gains losses on these

debt securities are recognized in accumulated other comprehensive income

These debt securities are generally traded in the over-the-counter market Securities with remaining maturities of one year or

more at the time of acquisition are valued by us based on prices furnished by dealers who make markets in such securities or by

an independent pricing service which considers the yield or price of bonds of comparable quality coupon maturity and type

as well as prices quoted by dealers who make markets in such securities Securities with remaining maturities of less than one

year at the time of acquisition generally are valued at amortized cost which approximates fair value however if amortized cost

is deemed not to reflect fair value such securities are valued by us based generally on prices furnished by dealers who make

markets in such securities or by an independent pricing service Our investment valuation policies methods and sources are

the same as thosc cmployed by the sponsored mutual funds to price similar investment holdings

Wc review the carrying amount of each investment on quarterly basis We will recognize an impairment charge in non-

operating investment income if the impairment is caused by change in credit quality that affects our ability to recover our

amortized cost An impairment charge will also be taken if we intend to sell the security before its maturity which generally

correlates to the maturities of our customer deposits or if we believe that it is more likely than not that we will be required

to sell the security before recovering cost

Other Investments

Ihose other investments to which we do not exercise significant influence over the operating and financial policies of the investee

are recognized using the cost method of accounting

Investments that give us the
ability

to exercise significant influence over the operating and financial policies of the investee

are recognized using the equity method of accounting The carrying value of these investments are adjusted to reflect our

proportionate share of net income or loss any
unrealized gain or loss resulting from the translation of foreign denominated

financial statements into U.S dollars and dividends received Our proportionate share of income or loss is included in non-

operating investment income in the consolidated statements of income As permitted under existing accounting guidance we

adopted policy by which we recognize our share of UTI Asset Management Company Limiteds UTI earnings on quarter

lag as current financial information is not available in timely manner The basis difference between our carrying value and our

proportionate share of UTIs book value is primarily related to consideration paid in excess of the stepped-up basis of assets and

liabilities on the date of purchase

We evaluate our equity and cost method investments for impairment when events or changes in circumstances indicate that the

carrying value of the investment exceeds its fair value and the decline in fair value is other than temporary

We make initial seed investments in sponsored investment portfolios at the portfolios formation If we are deemed to have

controlling financial interest we will consolidate the investment and the underlying individual securities are accounted for as

trading securities We will also classify certain other seed investments in which we do not have controlling financial interest as

trading if we expect to hold them for only short period of time These investments are carried at fair value with changes in fair

value recognized in non-operating investment income The valuation policies methods and sources for these investments are

the same as those employed by the sponsored funds to price similar investment holdings as further described under our revenue

recognition policy below
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Concentrations of Risk

Concentration of credit risk in accounts receivable is believed to be minimal in that our clients generally have substantial assets

including those in the investment portfolios that we manage
for them

Our investments in sponsored funds and investments held as trading expose us to market risk in the form of equity price risk

that is the potential future loss of value that would result from decline in the fair value of each fund or its underlying net assets

Each fund and its underlying net assets are also subject to market risk which may arise from changes in equity prices credit

ratings foreign currency exchange rates and interest rates

Investments by our savings bank subsidiary in debt securities expose us to market risk which may arise from changes in credit

ratings and interest rates

Property and Equipment

Property and equipment is stated at cost net of accumulated depreciation and amortization computed using the straight-line

method Provisions for depreciation and amortization are based on the following weighted-average estimated useful lives

computer and communications software and equipment years buildings and improvements 32 years leasehold improvements

years
furniture and other equipment years and leased land 99 years

Goodwill

We evaluate the carrying amount of goodwill in our consolidated balance sheets for possible impairment on an annual basis

in the third quarter of each year using fair value approach Our evaluations have indicated that no impairment exists

We internally conduct manage and report our operations as one investment advisory business We do not have distinct

operating segments or components that separately constitute business Accordingly we attribute goodwill to single reportable

business segment and reporting unit our investment advisory business

Revenue Recognition

Fees for investment advisory services which are based on percentage of assets under management and related administrative

services that we provide to investment advisory clients including our sponsored funds are recognized in the period that our

services are provided

Our assets under management are valued in accordance with valuation and pricing policy that defines the valuation and pricing

processes
for each major type of investment held in our sponsored mutual funds and other client investment portfolios Fair

values used in our processes are primarily determined from quoted market prices prices furnished by dealers who make markets

in such securities or from data provided by an independent pricing service that considers yield or price of investments of

comparable quality coupon maturity and type Investments for which market prices are not readily available are not material

portion of our total assets under management

Distribution and servicing fees earned from 12b-l plans of the Advisor and VIP II classes of our sponsored mutual funds are

recognized in the period that they are earned which is the same period that the related mutual funds recognize their expense

These fees are offset entirely by the distribution and servicing costs paid to third-party financial intermediaries that source the

assets of these share classes

We provide all services to the sponsored U.S mutual funds under contracts that are subject to periodic review and approval by each

of the funds boards Regulations require that the funds shareholders also approve material changes to investment advisory contracts

Taxes billed to our clients based on our fees for services rendered are not included in revenues
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Advertising

Costs of advertising are expensed the first time that the advertising takes place

Stock-Based Compensation

We maintain three stockholder approved employee Long-Term incentive plans 2012 Long-Term Incentive Plan 2004 Stock

Incentive Plan and 2001 Stock Incentive Plan collectively the LTI Plans and two stockholder approved non-employee director

plans 2007 Non-Employee Director Equity Plan and 1998 Director Stock Option Plan We believe that our stock-based

compensation prograois align the interests of our employees and directors with those of our common stockholders As of

December 31 2012 total of 17732085 shares were available for future grant under the 2012 Long-Term Incentive Plan and

2007 Non-Employee Director Equity Plan

Under our LII Plans we have issued restricted shares and restricted stock units to employees that convert to shares after vesting

Vesting of these awards is based on the individual continuing to render service over four- to six-year graded schedule All

restricted shareholders and restricted stock unit holders receive non-forfeitable cash dividends and cash dividend-equivalents

respectively on our dividend payable date

In 2012 we began granting performance-based restricted shares and restricted stock units to certain executive officers in which

the number of restricted shares or restricted stock units ultimately retained is determined based on achievement of certain

performance thresholds The number of restricted shares or restricted stock units retained are also subject to the same time-based

vesting requirement as the other restricted shares or restricted stock units described above Cash dividends and cash dividend-

equivalents are accrued and paid to the holders of performance-based restricted shares and restricted stock units only after the

performance period has lapsed and the performance thresholds have been met

Under our LTI plans we have granted qualified incentive and nonqualified fixed stock options with maximum term of 10 years

to employees Vesting of our employee option grants is based on the individual continuing to render service and generally

occurs over five- to six-year graded schedule The exercise price of each option granted is equivalent to the market price of the

common stock at the date of grant

We grant options with maximum term of 10 years restricted shares and restricted stock units to non-employee directors

under the stockholder approved 2007 Non-Employee Director Plan These grants vest over months to one year and in the

case of restricted stock units are settled upon the non-employee directors departure from the board Non-employee directors

holding restricted shares receive non-forfeitable dividends while restricted stock unit holders are issued non-forfeitable dividend

equivalents in the form of vested stock units on our dividend payable date

We recognixe the grant-date fair value of these awards as compensation expense ratably over the awards service period The

expense recognized includes an estimate of awards that will be forfeited Both time-based and performance-based restricted

shares and units are valued on the grant-date using the closing market price of our common stock though consideration is also

given to the probability of the performance thresholds being met when valuing the performance-based restricted awards and

units We used the Black-Scholes option-pricing model to estimate the fair value of each option grant including reloads

as follows

Weghted averags
______

2010 2011 2012

Grant-date fair value per option awarded including reload grants
14.26 17.94 16.27

Assumptions used

Expected life in years
6.7 6.9 6.8

Expected volatility
32% 33% 32%

Dividend yield 2.1% 1.9% 2.t%

Risk-free interest rate 2.7% 2.2% 1.3%
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Our expected life assumptions are based on the vesting period for each option grant and our historical experience with respect

to the average holding period from vesting to option exercise The assumptions for expected volatility are based on historical

experience for the same periods as our expected lives Dividend yields are based on recent historical experience and future

expectations Risk-free interest rates are set using grant-date U.S Treasury yield curves for the same periods as our expected lives

Earnings Per Share

We compute our basic and diluted earnings per share under the two-class method which considers our outstanding restricted

shares and stock units on which we pay non-forfeitable dividends as if they were separate class of stock
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note Cash Equivalents

Cash equivalent investments in our sponsored money market mutual funds aggregate $823.2 million at December 31 2011

and $732.8 million at December 31 2012 Dividends earned on these investments were $.1 million in 2010 2011 and 2012

Note Information About Receivables Revenues and Services

Accounts receivable from our sponsored mutual funds in the U.S for advisory fees and advisory-related administrative services

aggregate $155.9 million at December 31 2011 and $84.0 million at December 31 2012

Revenues in millions from advisory services provided under agreements with our sponsored mutual funds in the U.S and other

investment clients include

2010 2011 2012

Sponsored mutual funds in the U.S

Stock and blended asset 1116.3 1304.5 1437.6

Bond and money market 278.0 303.1 352.7

1394.3 1607.6 1790.3

Other portfolios

Stock and blended asset 514.4 604.8 635.1

Bond money market and stable value 118.1 136.6 166.6

632.5 741.4 801.7

Total 2026.8 2349.0 2592.0

Ihe following table summarizes the various investment portfolios and assets under management in billions on which we earn

advisory fees

Average during
Decein her 31

2011 2012 2011 2012

Sponsored mutual funds in the U.S

Stock and blended asset 184.7 217.6 241.6 211.7 256.9

Bond and money market 66.1 74.5 85.0 77.7 90.0

250.8 292.1 326.6 289.4 346.9

Other portfolios

Stock and blended asset 126.2 149.6 158.0 140.7 164.2

Bond money market and stable value 45.6 55.4 64.8 59.4 65.7

_________
171.8 205.0 222.8 200.1 229.9

Total 422.6 497.1 549.4 489.5 576.8

Investors that we serve are primarily domiciled in the U.S investment advisory clients outside the U.S account for 9.5% of our

assets under management at December 31 2012

Fees for advisory-related administrative services provided to our sponsored mutual funds in the U.S were $223.6 million in

2010 $247.0 million in 2011 and $258.3 million in 2012 Distribution and other servicing fees earned from certain classes of

our sponsored mutual funds in the U.S were $43.2 million in 2010 $74.6 million in 2011 and $96.1 million in 2012
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Note Investments in Sponsored Funds

Our investments in millions in sponsored funds accounted for as available-for-sale at December 31 include

unrealized holding

Aggregate

fair valueAggregate cost
gains

losses

2011

Stock and blended asset funds 281.7 137.0 .8 417.9

Bond funds 310.6 38.5 2.5 346.6

Total 592.3 175.5 3.3 764.5

2012

Stock and blended asset funds 336.9 178.9 515.8

Bond funds 570.9 53.4 624.3

Total 907.8 232.3 1140.1

The unrealized holding losses at December 31 2011 are attributable to ten fund holdings with an aggregate fair value of

$86.3 million and were considered temporary

Dividends excluding capital gain distributions earned on sponsored mutual fund investments totaled $10.3 million in 2010

$10.6 million in 2011 and $11.8 million in 2012

Note Savings Bank Subsidiary

DEBT SECURITIES

Our savings bank subsidiary holds investments in marketable debt securities including mortgage- and other asset-backed

securities which are accounted for as available-for-sale The following table in millions details the components of these

investments at December 31

Unrealized

holding

gains losses

Unrealized

holding

gains losses

The unrealized losses in these investments were generally caused by changes in interest rates and market liquidity and not by

changes in credit quality We intend to hold these securities to their maturities which generally correlate to the maturities of

our customer deposits and believe it is more-likely-than-not that we will not be required to sell any of these securities before

recovery of their amortized cost Accordingly impairment of these investments is considered temporary

2011

Fair value

2012

Fair value

Investments with temporary impairment

18 securities in 2012 of

Less than 12 months 22.8 .2 6.4 .0

12 months or more 6.3 .2 1.0 .0

Total 29.1 .4 7.4 .0

Investments with unrealized holding gains 169.3 3.5 128.6 3.2

Total 198.4 3.1 136.0 3.2

Aggregate cost 195.3 132.8
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NET REVENUE

Net revenue in millions includes the following

2010 2011 2012

Investment income from debt securities 6.4 5.4 4.1

Interest expense on customer deposits 3.5 3.1 2.3

Net revenue 2.9 2.3 1.8

Note Other Investments

Ihese investments in millions at December 31 include

2011 2012

Cost method investments

1000 interest in Daiwa SB Investments Ltd Japan 13.6 12.7

Other investments 39.9 46.5

Equity method investments

26o interest in UTI Asset Management Company Limited India 144.8 139.8

Other investments 2.6 9.4

Investments held as trading

Sponsored mutual fund investments 4.4 2.6

Se.urities held by consolidated sponsored investment portfolios 92.7

U.S Freasury note 1.0 1.0

Total 206.3 304.7

At December 31 2012 we had outstanding commitments to make additional contributions totaling $36.5 million to various

investment partnerships in which we have an existing investment

Note Fair Value Measurements

We determine the fair value of our investments using the following broad levels of inputs as defined by related accounting standards

Level quoted prices in active markets for identical securities

Level observable inputs other than Level quoted prices including but not limited to quoted prices for similar securities

interest rates prepayment speeds and credit risk These inputs are based on market data obtained from independent sources

Level unobservable inputs reflecting our own assumptions based on the best information available We do not value
any

of our

investments using level inputs
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These levels are not necessarily an indication of the risk or liquidity associated with our investments There were no transfers

in or out of the levels in 2011 or 2012 The following table summarizes our investments in millions that are recognized in our

consolidated balance sheets at year end using fair value measurements determined based on the differing levels of inputs

Level Level

2011

Cash equivalents 823.2

Investments in sponsored funds 764.5

Investments held as trading 4.4

Debt securities held by savings bank subsidiary 198.4

Total 1592.1 198.4

2012

Cash equivalents 732.8

Investments in sponsored funds 1140.1

Investments held as trading 18.1 77.2

Debt securities held by savings bank subsidiary 136.0

Total 1891.0 213.2

Customer deposits at our savings bank subsidiary are not measured at fair value in our consolidated balance sheets The

estimated fair value of these deposits based on discounting expected cash outflows at maturity dates that range up to five years

using current interest rates offered for deposits with the same dates of maturity was $176.9 million at December 31 2011 and

$157.8 million at December 31 2012 The fair value was determined using Level inputs

Note Property and Equipment

Property and equipment in millions at December 31 consists of

2011 2012

Computer and communications software and equipment 357.1 369.1

Buildings and improvements 391.5 394.9

Leasehold improvements 95.3 101.8

Furniture and other equipment 100.0 106.0

Land 40.3 40.3

Leased land 2.7 2.7

986.9 1014.8

Less accumulated depreciation and amortization 419.5 453.8

Total 567.4 561.0

Compensation and related costs attributable to the development of computer software for internal use totaling $8.1 million in

2010 $7.5 million in 2011 and $14.9 million in 2012 have been capitalized

We occupy certain office facilities and lease computer and other equipment under noncancelable operating leases Related rental

expense was $29.6 million in 2010 $26.5 million in 2011 and $28.3 million in 2012 Future minimum payments under these

leases aggregate $31.0 million in 2013 $31.1 million in 2014 $28.7 million in 2015 $27.5 million in 2016 $17.7 million in 2017

and $17.8 million in later
years
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Note Income Taxes

the provision for income taxes in millions consists of

01 01

Current income taxes

U.S federal 323.4 375.8 437.3

Foreign
50.1 29.9 31.3

State and local 47.5 68.8 73.8

Deferred income taxes tax benefits 23.2 2.9 9.1

Total 397.8 477.4 551.5

Deferred income taxes tax benefits arise from temporary
differences between taxable income for financial statement and

income tax return purposes Deferred tax benefits in 2010 include $27.6 million relating to the recognition of stock-based

compensation expense Deferred income taxes in 2011 include $13.9 million related to property and equipment offset by deferred

tax benefits of $15.1 million related to the recognition of stock-based compensation expense Deferred income taxes in 2012

include $14.2 million from the reversal of deferred tax assets related to other than-temporary impairments previously recognized

on sponsored fund investments that were sold in 2012 These deferred income taxes were offset by deferred tax benefits of

$5.2 million related to accrued compensation

following table reconciles the statutory federal income tax rate to the effective income tax rate

2010 2011

Statutory U.S federal income tax rate 35.0% 35.0% 35.0o

State income taxes for current year net of federal income tax benefits 3.0 3.5 3.5

Other items .8 .3 .1

Effective income tax rate 37.2% 38.2% 38.4%

The net deferred tax asset recognized in our consolidated balance sheets in other assets includes the following in millions at

December 31

2011

Deferred tax liabilities

Related to property and equipment 31.5 31.0

Recognized in other comprehensive income on net unrealized holding gains 67.3 91.6

Other 11.6 14.1

110.4 136.7

Deferred tax assets

Related to stock-based compensation 131.8 134.5

Related to other than temporary impairments of investments in sponsored funds 49.1 34.9

Related to accrued compensation 2.9 8.1

Recognized in other comprehensive income on cumulative translation adjustment 3.0 6.7

Other 4.2 3.2

191.0 187.4

Net deferred tax asset 80.6 50.7

deferred tax liability
for unremitted earnings of our foreign subsidiaries has not been recognized as it is our intention

to indefinitely reinvest these earnings outside the U.S The unremitted earnings of these subsidiaries are estimated to be

$212.3 million at December 31 2012 If these earnings were distributed to the U.S in the form of dividends or otherwise

or if the entity was sold or otherwise transferred we would be subject to U.S income taxes less any foreign tax credits

of the amount of the unrecognized deferred tax
liability

related to these earnings is not practicable
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Other assets also include tax refund receivables of $20.1 million at December 31 2011 and $45.0 million at December 31 2012

Cash outflows from operating activities include income taxes paid of $383.0 million in 2010 $430.1 million in 2011 and

$514.9 million in 2012

Additional income tax benefits of $51.9 million in 2010 $36.3 million in 2011 and $60.9 million in 2012 arising from stock-

based compensation plans activity reduced the amount of income taxes that would have otherwise been payable

The following table summarizes the changes in our unrecognized tax benefits in millions

2010 2011 2012

Balance at beginning of year
7.0 3.8 4.7

Changes in tax positions related to

Current year
.8 .9 .9

Prior year
4.0 .4 .2

Expired statute of limitations .4 .9

Balance at year end 3.8 4.7 4.9

If recognized these tax benefits would affect our effective tax rate however we do not expect that unrecognized tax benefits for

tax positions taken with respect to 2012 and prior years
will significantly change in 2013 The U.S has concluded examinations

related to federal tax obligations through the year 2009 Net interest recoverable recognized in our consolidated balance sheets

was $5.9 million at December 31 2011 and $6.3 million at December 31 2012 Our accounting policy with respect to interest

and penalties arising from income tax settlements is to recognize them as part of our provision for income taxes Interest

recognized as part of our provision for income taxes was not material

Note Stockholders Equity

SHARE REPURCHASES

The Board of Directors has authorized the future repurchase of up to 11413467 common shares as of December 31 2012

DIVIDENDS

Regular cash dividends declared per share were $1.08 in 2010 $1.24 in 2011 and $1.36 in 2012 In December 2012 the Board

of Directors also declared special dividend of $1.00 per share which was paid on December 28 2012

RESTRICTED CAPITAL

Our consolidated stockholders equity at December 31 2012 includes about $114 million that is restricted as to use by various

regulations and agreements arising in the ordinary course of our business

Note 10 Stock-Based Compensation

EFFECT OF SPECIAL DIVIDEND

In accordance with the anti-dilution provisions of our LTI Plans and the non-employee director plans the number of shares

authorized for these plans and the number of options outstanding as of the special dividends ex-dividend date December 13 2012

and their exercise price were adjusted to neutralize the effect of the special dividend The adjustment resulted in an increase of

549877 in options outstanding on the ex-dividend date and no incremental compensation expense

SHARES AUTHORIZED FOR STOCK-BASED COMPENSATION PROGRAMS

At December 31 2012 53012986 shares of unissued common stock were authorized for issuance under our stock-based

compensation plans Additionally 3412508 shares are authorized for issuance under plan whereby substantially all employees

may acquire common stock through payroll deductions at prevailing market prices
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STOCK OPTIONS

Ihe following table summarizes the status of and changes in our stock option grants during 2012 All numbers have been

adjusted to reflect the effect of the special dividend as noted above

Weighted-average

remaining

Weighted-average contractual term

Options exercise price iii years

Outstanding at beginning of
year 39734010 44.71

Semiannual grants 3536967 61.44

Reload grants 150870 62.60

New hire grants 50210 61.27

Non-employee director grants 16248 63.07

Exercised 8127009 34.23

Forfeited 676650 51.75

Expired 62211 63.17

Outstanding at end of year 34622435 48.82 6.1

Exercisable at end of year 20344305 45.48 4.8

Compensation and related costs includes charge for stock option-based compensation expense of $71.5 million in 20t0

$79.5 million in 2011 and $74.5 million in 2012 including $3.2 million $.5 million and $.8 million respectively for reload

option grants

INc total intrinsic value of options exercised was $189.4 million in 2010 $123.5 million in 2011 and $239.6 million in 2012

At December 31 2012 the aggregate intrinsic value of in-the-money options outstanding was $575.9 million including

$402.t million related to options exercisable

RESTRICTED SHARES AND STOCK UNITS

INc following table summarizes the status of and changes in our nonvested restricted shares and restricted stock units during 2012

Restricted Restricted Weighted -aserage

strums stock ssits tair valve

Nonvested at beginning of
year 637393 351017 51.83

Granted to employees and directors 796717 399075 62.41

Vested value at vest date was S24.5 million 246903 136275 50.90

Forfeited 26043 16775 55.82

Nonvested at end of year 1161164 597042 59.13

lhe table above includes 24000 performance-based restricted shares and 70875 performance-based restricted stock units with

weighted-average tair value of $62.41 granted in 2012 to certain executive officers All were nonvested at December 31 2012

Compensation and related costs includes
expenses for restricted shares and restricted stock units of $18.0 million in 2010

$19.2 million in 2011 and $29.6 million in 2012

At December31 2012 non-employee directors held 41424 vested stock units that will convert to common shares
upon

their

separation from the Board
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FUTURE STOCK-BASED COMPENSATION EXPENSE

The following table presents the compensation expense in millions to be recognized over the remaining vesting periods of

the stock-based awards outstanding at December 31 2012 Estimated future compensation expense will change to reflect future

option grants including reloads future awards of unrestricted shares restricted shares and restricted stock units changes

in estimated forfeitures and adjustments for actual forfeitures

First quarter 2013 23.0

Second quarter 2013 22.9

Third quarter 2013 22.7

Fourth quarter 2013 18.0

Total 2013 86.6

2Ol4through2Ol7 88.1

Total 174.7

Note 11 Earnings Per Share Calculations

The following table presents the reconciliation in millions of our net income to net income allocated to our common stockholders

and the weighted-average shares in millions that are used in calculating the basic and the diluted earnings per share on our

common stock Weighted-average common shares outstanding assuming dilution reflects the potential additional dilution

determined using the treasury stock method that could occur if outstanding stock options were exercised

2010 2011 2012

Net income 672.2 773.2 883.6

Less net income allocated to outstanding

restricted share and stock unit holders 2.8 3.5 5.5

Net income allocated to common stockholders 669.4 769.7 878.1

Weighted-average common shares

Outstanding 257.2 255.6 253.4

Outstanding assuming dilution 265.1 263.3 261.0

The following table shows the weighted-average outstanding stock options in millions and their average exercise price that are

excluded from the calculation of diluted earnings per common share as the inclusion of such shares would be anti-dilutive

2010 2011 2012

Weighted-average outstanding stock options excluded 12.4 7.2 5.4

Average exercise price 52.07 60.03 65.67
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Note 12 Other Comprehensive Income and Accumulated Other Comprehensive Income

The following table presents the deferred tax benefit income tax impact of the components in millions of other comprehensive

income

24.1

2.0

26.1

18.2

5.0

23.2

39.7

1.8

13.6

24.3

3.7

20.6

The changes in accumulated other comprehensive income in millions by component for each year ended December 31 are

presented below

lhe currency translation adjustment results from translating our proportionate share of the financial statements of UTI our equity

method investment into U.s dollars Assets and liabilities are translated into U.S dollars using year-end exchange rates and

revenues and expenses are translated using weighted-average exchange rates for the period

2010

Deferred tax benefit income taxes on

Net unrealized holding gains or losses

Capital gain distributions

Reclassification adjustment on net gains or losses realized on

dispositions in non-operating investment income

Deferred tax benefits income taxes on net unrealized holding gains

or losses recognized in other comprehensive income

Deferred tax benefit expense on currency translation adjustment

2011 2012

28.0 16.1

1.0

2.9

2.1

Total deferred tax benefits income taxes

Net unrealized holding gains on

Investments in sponsored funds

Debt securities held by savings

bank subsidiary

Proportionate share of

investments held by UTI

Other Otter Other

srrrpreheosrve cserprehessrse compretessise

income toss isoorse

2000 set st toe 2010 set of las 2011 set of toe 2012

160.0 57.7 217.7 45.5 172.2 60.1 232.3

3.3 3.3 .2 3.1

Deferred income taxes

Net unrealized holding gains

net of taxes

Currency translation adjustment

net of taxes

Accumulated other

comprehensive income

.1 3.2

.4 .4 .2 .6

163.3 57.7 221.0 45.3 175.7 60.4 236.1

61.4 24.1 85.5 18.2 67.3 24.3 91.6

101.9 33.6 135.5 27.1 108.4 36.1 144.5

3.6 3.6 9.2 5.6 7.0 12.6

101.9 37.2 139.1 36.3 102.8 29.1 131.9
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Note 13 Other Disclosures

CONTINGENCIES

From time to time various claims against us arise in the ordinary course of business including employment-related claims

In the opinion of management after consultation with counsel the likelihood that an adverse determination in one or more

pending claims would have material adverse effect on our financial position or results of operations is remote

RETIREMENT PLANS

Compensation and related costs includes expense recognized for our defined contribution retirement plans of $48.2 million

in 2010 $54.5 million in 2011 and $58.2 million in 2012

Note 14 Supplementary Quarterly Financial Data Unaudited

Basic
earnings

Diuted earnings

Net revenues Net income on common stock on common stock

or nrilhsns perstrare

2011

1st quarter
682.4 194.6 .75 .72

2nd quarter
713.7 204.7 .79 .76

3rd quarter
679.4 185.5 .73 .71

4th quarter
671.6 188.4 .74 .73

2012

1st quarter
728.7 197.5 .78 .75

2nd quarter
736.8 206.8 .81 .79

3rd quarter
769.7 247.3 .97 .94

4th quarter
787.3 232.0 .90 .88

The sums of quarterly earnings per
share do not equal annual earnings per share because the computations are done independently
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REPORT OF MANAGEMENT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Stockholders of

Rowe Price Group Inc

We together with other members of management of Rowe Price Group Inc are responsible for establishing and maintaining

adequate internal control over the companys financial reporting Internal control over financial reporting is the
process

designed under our supervision and effected by the companys board of directors management and other personnel to provide

reasonable assurance regarding the
reliability

of financial reporting and the preparation of the companys financial statements for

external purposes in accordance with accounting principles generally accepted in the United States of America

There are inherent limitations in the effectiveness of internal control over financial reporting including the possibility that

misstatements may not be prevented or detected Accordingly even effective internal controls over financial reporting can

provide only reasonable assurance with respect to financial statement preparation Furthermore the effectiveness of internal

controls can change with circumstances

Management has evaluated the effectiveness of internal control over financial reporting as of December 31 2012 in relation

to criteria described in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission COSO Based on managements assessment we believe that the companys internal control over financial

reporting was effective as of December 31 2012

KPMG LLP an independent registered public accounting firm has audited our financial statements that are included in this

annual report and expressed an unqualified opinion thereon KPMG has also expressed an unqualified opinion on the effective

operation of our internal control over financial reporting as of December 31 2012

February 2013

James A.C Kennedy

Chief Executive Officer and President

Kenneth Moreland

Vice President Chief Financial Officer and Treasurer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders

Rowe Price Group Inc

We have audited the accompanying consolidated balance sheets of Rowe Price Group Inc and subsidiaries the Company

as of December 31 2012 and 2011 and the related consolidated statements of income comprehensive income stockholders equity

and cash flows for each of the years in the three-year period ended December 31 2012 These consolidated financial statements

are the responsibility of the Companys management Our responsibility is to express an opinion on these consolidated financial

statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United

States Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement An audit includes examining on test basis evidence supporting the amounts and

disclosures in the financial statements An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe that our audits provide

reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects the financial

position of Rowe Price Group Inc and subsidiaries as of December 31 2012 and 2011 and the results of their operations

and their cash flows for each of the years in the three-year period ended December 31 2012 in conformity with U.S generally

accepted accounting principles

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

the Companys internal control over financial reporting as of December 31 2012 based on criteria established in Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO and our

report dated February 2013 expressed an unqualified opinion on the effectiveness of the Companys internal control over

financial reporting

LCP
Baltimore Maryland

February 52013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders

Rowe Price Group Inc

We have audited Rowe Price Group Inc and subsidiaries the Company internal control over financial reporting as

of lecemher 31 2012 based on criteria established in Internal Control Integrated Framework issued by the Committee of

Sponsoring Organizations of the Treadway Commission COSO The Companys management is responsible for maintaining

ective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial

reporting included in the accompanying Report of Management on Internal Control Over Financial Reporting Our

responsibility is to express an opinion on the Companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal

control over financial reporting was maintained in all material respects Our audit included obtaining an understanding of

internal control over financial reporting assessing the risk that material weakness exists and testing and evaluating the

design and operating effectiveness of internal control based on the assessed risk Our audit also included performing such other

procedures as we considered
necessary in the circumstances We believe that our audit provides reasonable basis for

our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures that

pertain to the maintenance of records that in reasonable detail accurately and
fairly

reflect the transactions and dispositions

of the assets of the company provide reasonable assurance that transactions are recorded as necessary to permit preparation

of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of the

company are being made only in accordance with authorizations of management and directors of the company and provide

reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys

assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because ot changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion Rowe Price Group tnc and subsidiaries maintained in all material respects effective internal control over

financial reporting as of December 31 2012 based on criteria established in Internal Control Integrated Framework issued by

the Committee ot Sponsoring Organizations of the Treadway Commission

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

the consolidated balance sheets of Rowe Price Group Inc and subsidiaries as of December 31 2012 and 2011 and the related

consolidated statements of income comprehensive income stockholders equity and cash flows for each of the years in the

three-year period ended December 31 2012 and our report dated February 2013 expressed an unqualified opinion on those

consolidated financial statements

ILl
Baltimore Maryland

February 52013
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