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

Form 10-K

(Mark One)
4| ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012
OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
O EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 1-13908
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Bermuda 98-0557567
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1555 Peachtree Street, N.E., Suite 1800, AtlantaAG 30309
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Securities registered pursuant to Section 12(b) ahe Act:

Title of Each Class Name of Exchange on Which Registered
Common Shares, $0.20 par value per share NeaWw Stock Exchange
Securities registered pursuant to Section 12(g) dfie Act: None

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewtl3 or 15(d) of the Securities Exchange Act @4l8uring the preceding 12 months (or for such teinqrerioc
that the registrant was required to file such reg)pand (2) has been subject to such filing regménts for the past 90 days. Yds No O

Indicate by check mark whether the registrant liasnstted electronically and posted on its corpokileb site, if any, every Interactive Data File riegd to be submitted and posted pursuant to Ruteo40
Regulation S-T during the preceding 12 months gosfich shorter period that the registrant wasireduo submit and post such files). Y&s No O

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K (25 of this chapter) is not contained herein, wilidhot be contained, to the best of registraktiswledge,
in definitive proxy or information statements inporated by reference in Part Ill of this Form 1@Kany amendment to this Form 10-K. Yds No M

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller reporting comp&@se the definitions of “large accelerated filéatcelerated
filer” and “smaller reporting company” in Rule 12bef the Exchange Act. (Check one):
Non-accelerated fileEl (Do not check if a
Large accelerated filéd Accelerated fileid smaller reporting company) Smaller reporting compariy

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgfe Act.) Yedd No M

At June 30, 2012 , the aggregate market valueeof/thing stock held by non-affiliates was $8.3ibiil, based on the closing price of the registrantsi@on Shares, par value U.S. $0.20 per share, oNef
York Stock Exchange. At January 31, 2013 , the mexstnt practicable date, the number of CommoneShautstanding was 440,933,312 .

DOCUMENTS INCORPORATED BY REFERENCE

The registrant will incorporate by reference infatran required in response to Part Ill, ltems 10rl#s definitive Proxy Statement for its annuaeting of shareholders, to be filed with the Semsiand
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SPECIAL CAUTIONARY NOTE REGARDING FORWARD-LOOKING S TATEMENTS

This Report, the documents incorporated by referdraein, other public filings and oral and writstatements by us and our management, may inctatkrgents th.
constitute “forward-looking statementsiithin the meaning of the United States securiteess. These statements are based on the beliefasswunptions of o
management and on information available to us attithe such statements are made. Fond@olling statements include information concernimggible or assum
future results of our operations, expenses, eashilguidity, cash flows and capital expenditureslustry or market conditions, assets under managgnacquisitio
activities and the effect of completed acquisitiodebt levels and our ability to obtain additiorfelancing or make payments on our debt, legal aegulaton
developments, demand for and pricing of our proglacstd other aspects of our business or generabegorconditions. In addition, when used in this Bpthe
documents incorporated by reference herein or sticlhr documents or statements, words such as Veslie“expects,” “anticipates,” “intends,” “plans;éstimates,”
“projects,” “forecasts,” and future or conditionarbs such as “will,” “may,” “could,” “should,” antivould,” and any other statement that necessarily dependistuna
events, are intended to identify forward-lookingtsiments.

Forwardiooking statements are not guarantees of performmanother outcomes. They involve risks, unceri@énand assumptions. Although we make such stats
based on assumptions that we believe to be reasolaére can be no assurance that actual resililtsotvdiffer materially from our expectations. Waution investors n
to rely unduly on any forward-looking statements.

The following important factors, and other factdescribed elsewhere in this Report or incorporatedeference into this Report or contained in dineofilings witk
the U.S. Securities and Exchange Commission (SB@png others, could cause our results to differemaly from any results described in any forwéwdking
statements:

« significant fluctuations in the performance of dahd equity markets worldwic

« any inability to adjust our expenses quickly enotgmatch significant deterioration in mark

« significant changes in net asset flows into or @futhe accounts we manage or declines in markeievaf the assets in, or redemptions or other wativefs from
those accounts;

« the investment performance of our investment prts;

¢ variations in demand for our investment prodwctservices, including termination or nogrewal of our investment advisory agreemi

« the effect of economic conditions and fluctuationgterest rates in the U.S. or globe

« adverse changes in laws or regulations, or advegséts in litigation, including private civil Igiation related to mutual fund fees and any sinmitgtential regulator
or other proceedings, governmental investigatiang, enforcement actions;

¢ changes in regulatory capital requireme

¢ our ability to attract and retain key personnetjuding investment management professio

« harm to our reputatio

< our ability to comply with client contractual regeminents and/or investment guidelines despite ptatiga compliance procedures and cont

* competitive pressures in the investment managemesitess which may force us to reduce fees we

« the effect of consolidation in the investment mamagnt busines

« our ability to acquire and integrate other compsuigo our operations successfully and the extnthich we can realize anticipated cost savings smérgie
from such acquisitions;

« our ability to implement our ongoing compawide transformational initiative

« our ability to access the capital markets in a lynneanner

« our debt and the limitations imposed by our créatitlity;

« limitations or restrictions on access to distribatchannels for our produc

« the occurrence of breaches and errors in the comdeer business, including any failure to propesdfeguard confidential and sensitive informa

« the effect of failures or delays in support systemsustomer service functions, and other intefamstof our operation

« the effect of political or social instability ine¢rcountries in which we invest or do busin

« the effect of terrorist attacks in the countriesvinich we invest or do business and the escalafidrostilities that could result therefrc

« war and other hostilities in or involving countrieswhich we invest or do busine

¢ exchange rate fluctuations, especially as agaesttS. Dollai

« impairment of goodwill and other intangible assatx

* enactment of adverse state, federal or foreigrslatipn or changes in government policy or regafaincluding accounting standards) affecting qoerations, ot
capital requirements or the way in which our peofite taxed.

Other factors and assumptions not identified alweeee also involved in the derivation of these famvoking statements, and the failure of such otlssumptions t
be realized may also cause actual results to diffeterially from those projected. For more disamssif the risks affecting us, please refer to Rdtem 1A, “Risk
Factors.”
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You should consider the areas of risk described/@tiw connection with any forwandeking statements that may be made by us and wsinésses generally. \
expressly disclaim any obligation to update anshefinformation in this or any other public repibiny forwardiooking statement later turns out to be inaccunatesthe
as a result of new information, future events dreotvise. For all forward-looking statements, weroléhe “safe harborprovided by Section 27A of the Securities Ac
1933 and Section 21E of the Securities ExchangeoAt934.

PART |
Iltem 1. Business

Introduction

Invesco is a leading independent global investrmeambager, dedicated to helping investors worldwideieve their financial objectives. By deliveringetcombine
power of our distinctive investment management baipias, Invesco provides a comprehensive rangsweéstment strategies and vehicles to our retastjtutional an
high-net-worth clients around the world. Operatimgnore than 20 countries, Invesco had $687.7obilih assets under management (AUM) as of DeceBhe2012 .

The key drivers of success for Invesco are longrtervestment performance, effective distributiofatienships, and higlauality client service delivered acros
diverse spectrum of investment management capasjlidlistribution channels, geographic areas andkeh@&xposures. By achieving success in these aneaseek t
generate competitive investment results, positeteflows, increased AUM and associated revenuesat affected significantly by market movementsicivtare beyon
our control; however, we endeavor to mitigate thpact of market movement by maintaining broad difieation across asset classes, investment vehiclen
domiciles and geographies. We measure relativestment performance by comparing our investmentluéifi@s to competitors' products, industry benchiksaand clier
investment objectives. Generally, distributors,esient advisors and consultants take into coratiderlonger-term investment performance (e.ggedhrear and five-
year performance) in their selection of investmmmtducts and manager recommendations to theirts|i@fthough shortelerm performance may also be an impoi
consideration. Thirgrarty ratings may also influence client investmdatisions. Quality of client service is monitoreda variety of ways, including periodic cli
satisfaction surveys, analysis of response timdsesiemption rates, competitive benchmarking ofises and feedback from investment consultants.

Invesco Ltd. is organized under the laws of Bermuwdal our common shares are listed and traded eéN#w York Stock Exchange under the symbol “IVEVE
maintain a Web site at www.invesco.com. (Informationtained on our Web site shall not be deemée foart of, or be incorporated into, this document)

Strategy
The company focuses on four key strategic pricritieat are designed to strengthen our businesgioweand help ensure our long-term success:

« Achieve strong investment performance over the teng for our client:

« Beinstrumental to our clients' success by deligeour distinctive investment capabilities anywhiaréhe world to meet their nee

* Harness the power of our global platform by cortimly improving our processes and procedures amdefuunifying the support structures of our bust
globally; and

« Perpetuate a higherformance organization by driving greater transpey, accountability and execution at all lex

Since 2005, when we adopted our strategy to be@metegrated asset manager, Invesco has takembenwf steps to unify our business and presentitinizatiol
as a single firm to our clients around the worlde B&lieve these changes have strengthened Invediility to operate more efficiently and effectiyels an integrate
global organization.

Since 2008, we have encountered business challasges have executed our lotggm strategy. Over the last five years, investoiglobal markets have focused ti
demand on less risky asset classes such as figechanand passive products; this has in turn dri@mn the net revenue yield on Invesco's net flosviaestors ha
shifted away from higher yielding AUM such as ttaahal equities. Furthermore, during this timenfre, much of our existing product lineup was basedocally o
regionally focused investment capabilities, whightleir nature, do not experience the same levielperating leverage as products or capabilitias tan generate glot
demand. Despite this period of challenge, we vedale to deliver improving investment performance are increased our ability to grow organically.e Wave als
enhanced our financial strength, have closely math@gsts and shareholder returns, and have dalivens products that will allow us to add globalleca

One of Invesco's great strengths is our separ&gnat investment teams in multiple markets acribes globe. A key focus of our business is nurgrin stron
investment culture and providing the support timathdes our investment teams to develop

4
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well-performing investment capabilities within our lo@aid global markets. The ability to leverage thpatdlities developed by our investment teams totnoéent
demand across the globe is a significant diffeatatifor our firm. As an example, real estate séesrand REITs managed in Dallas were first intieed to the U.!
institutional and retail markets in 1988. A few y@éater, we saw demand for this highly marketatalpability in Japan and Australia, and made itlaisée to investol
through mutual funds in those markets. We introduger REIT capability to the European offshore neaiik August 2005, and to the Canadian retail ntairk@007
More recently, we leveraged this capability in atively managed real estate exchange-traded fuméf)(Belivered in the USthe first of its kind. We've also had succ
expanding our industrieading balanced risk allocation capability glopalVhile this capability was initially created forstitutional clients in the U.S. market, Inve
quickly expanded to the retail market with mutualds in the U.S. and offshore. In 2012, Invescamanned that it was further expanding its makiset capability with ti
addition of a dedicated multi-asset team in the.U.K

We take a unified approach to our business andptesir financial statements and other disclosuneler the single operating segment “investment gemant.”
Recent Developments

Throughout 2012, we continued to execute our l@mgy strategy, which further improved our ability gerve clients, reinforced our reputation as anpee globa
investment manager, and helped to deliver competlgvels of operating income and margins. We &st advantage of opportunities in the market amatioued t
invest in our products and capabilities, our brand,global platform and our people in ways thegrggthened our business and competitive positiofofgg-term success.

Invesco's continued progress against a multi-yteategly set a firm foundation for the company's ynachievements throughout the year:

« Relative investment performance remained stamrgss the enterprise, with 78% of ranked ass&vpning ahead of peers on a 5-year basis atemar-

* We focused on strengthening and deepening reldiijosisvith clients in key markets. For example, waintained a market share ranking in the top threall
major platforms in the U.K. retail market and fuatistrengthened relationships with leading finanoistitutions in all U.S. retail channels;

« We expanded our presence and improved our c@timpeadvantage as a global investment manageastrgrowing, higlpriority markets (e.g., China) a
segments (e.g., multi-asset strategies);

* We continued our share repurchase program, purgh&&65 million in shares; a

¢ We maintained strong inflows at Invesco PowerShaned leveraged our expertise to build our ETF bgitias and brand in China and Canz

Together, these efforts resulted in strong, pasitiet flows for our business in 2012 .

*  As of December 31, 2012, 78% of ranked asset® werforming ahead of peers on a 5-year basisot@f Invesco AUM, 59% were ranked at yeand. See Part
Item 7, “Management's Discussion and Analysis afaRcial Condition and Results of Operations - ltmesit Capabilities Performance Overvievigt more
discussion of AUM rankings by investment capabhility

Certain Demographic and Industry Trends

Demographic and economic trends around the worhdirmee to transform the investment management tngasid underscore the need to be well diversifiét broac
capabilities globally and across asset classes:

* There is an increasing number of investors who saédrnal professional advice and investment masagehelp them reach their financial gc

* As the “baby boomertieneration continues to mature, there is a largeneat of the world population that is reachingrestient age. Economic growth
emerging market countries has created a largeapidly expanding middle class and high net worthypation with accelerating levels of wealth. Asesault
there is a high degree of global demand for anyaofanvestment solutions that span the breadtineéstment capabilities, with a particular emphasi
savings vehicles for retirement. We believe Invesoone of the few truly global, independent inwest managers, is very well positioned to attthetst
retirement assets through its products that anesfedt on long-term investment performance.

5
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« Given the dynamics of the global markets over thast gear, we have seen increased demand for ingessulutions that provide reasonable returns latie
markets. Investors increasingly recognize the feededucing downside risk while maintaining upspiaticipation. Invesco has been growing rapidlyhis
market space and has a market-leading asset @tloa@pability that is highly sought by retail andtitutional investors.

« Investors are increasingly seeking to invest oetdhtbir domestic markets in order to increase tretitrns and mitigate risk. They seek firms tha¢rafx
globally and have investment expertise in markeisrad the world.

« Given the recent volatility in the market, tmeliistry has seen an emphasis on risk managemenfiedderiented products, many of which are experien
strong flows. This dynamic shifted demand to lowisk- and passive investments (e.g. ETFs) and away ftraditional equities and actively mana
investments.

« Although the U.S. and Europe are currently the lavgest markets for financial assets by a wide mamiher markets in the world, such as China awdligl, ar
rapidly growing. As these populatidreavy markets mature, investment managers thatrase global will be in the best position to caputhis growtlr
Additionally, population age differences betweereeging and developed markets will result in diffigrinvestment needs and horizons among countriese
allocation and pension type also differ substagt@amnong countries. Firms such as Invesco, witkedified investment capabilities and product tyes, bes
positioned to meet clients' needs in these market®sco has a meaningful and expanding marketepoesin many of the world's fastest growing
wealthiest regions, including the U.S., Canada, t&fasEurope and the U.K., the Middle East and A%aaific. Our strong and growing presence in esthbt
and emerging markets provides significant long-tgrowth potential for our business.

« The global trend towards the provision of defin@tdbution retirement plans continues, althouginsicant opportunity remains for managers to iase
defined benefit market share. Invesco has the ditpab serve both the defined benefit and defimedtribution markets globally.

Invesco is well positioned to capture the oppottasicreated by global demographic and industmydse Our comprehensive range of investment cagiabiind broe
diversification enable us to continue building dusiness and strengthening our competitive posttioough a variety of economic and market enviromtsieOur multi-
year strategy is designed to leverage our gloledeace, our distinctive worldwide investment mansgyg capabilities and our talented people to furgiiew our busine:
and ensure our long-term success.

Investment Management Capabilities

Supported by a global platform, Invesco deliveomprehensive array of investment capabilities serices to retail, institutional and high net woirivestors. W
have a significant presence in the institutional aetail segments of the investment managemensindin North America, Europe and Adracific, serving clients
more than 100 countries.

We believe that the proven strength of our distamd globally located investment centers and thelt-defined investment disciplines and risk managerpemtide u:
with a competitive advantage. There are few inddpahinvestment managers with teams as globallgrdés as Invesco's and with the same breadth artth od
investment capabilities and vehicles. We offer ipldtinvestment objectives within the various asdasses and products that we manage. Our assses|abroad
defined, include money market, fixed income, badahaequity and alternatives. Approximately 43% af AUM as of December 31, 2012were invested in equ
securities ( December 31, 2011 : 43% ) and 57%xedfincome and other investments ( December 311 267% in fixed income and other investments).




The following table sets forth the investment objexs, sorted by asset class, which we manage:

Investment Objectives by Asset Class

Money Market

Cash Plus
Government/Treasury
Prime

Taxable

Tax-Free

The following table sets forth the categories eistment vehicles sold through our three prinaiistribution channels:

Fixed Income
Convertibles
Core/Core Plus
Emerging Markets
Enhanced Cash
Government Bonds
High-Yield Bonds
Intermediate Term
International/Global
Investment Grade Credit
Multi-Sector
Municipal Bonds
Passive/Enhanced
Short Term
Stable Value

Structured Securities (ABS,
MBS, CMBS)

Investment Vehicles by Distribution Channel

Retail

Closed-end Mutual Funds
Exchange-Traded Funds
Individual Savings Accounts

Balanced
Global
Single Country
Target Date
Target Risk
Balanced Risk
Traditional Balanced

Institutional

Collective Trust Funds
Exchange-Traded Funds
Institutional Separate Accounts

Investment Companies with Variable Capital

Investment Trusts
Open-end Mutual Funds

Oped-&itual Funds

Private Capital Funds

Separately Managed Accounts (SMA)

Unit Investment Trusts
Variable Insurance Funds

Equity
Emerging Markets
Enhanced Index/Quantitative
International/Global
Large Cap Core
Large Cap Growth
LargepCéalue
Mid Cap Core
Mid Cap Growth
Mid Cap Value
Regional/Single Country
Sector Funds
Small Cap Core
Small Cap Growth
Small Cap Value

Table of Contents

Alternatives

Absolute Return
Commodities

Currencies

Financial Structures

Managed Futures

Private Capital - Direct

Private Capital - Fund of Funds
Priv&eect Real Estate — Asia

Private Direct Real Estate — Europe
Prieddirect Real Estate — U.S.

Public Real Estate Securities — U.S.

Public Bsate Securities — Global
Senior Secured Loans

Private Wealth Management
Exchange-Traded Funds
Méereccounts

Mutual Funds
Private Capital Funds
Separate Accounts

One of Invesco's greatest competitive strengththasdiversification in its AUM by client domicilelistribution channel and asset class. Our distidbubetwork ha
attracted assets of 62% retail, 35% institutionalj 3% private wealth management clients as of bee 31, 2012 . By client domicile, 3165 client AUM are outsid
the U.S., and we serve clients in more than d@ntries. The following tables present a breakdoWvAUM by client domicile, distribution channel dmsset class as
December 31, 2012 . Additionally, the fourth tabkdow illustrates the split of our AUM as Passived &ctive. Passive AUM includes ETFs, UITs, rfee- earnin
leverage, foreign exchange overlays and other ymssandates. Active AUM is total AUM less PassivgM




AUM Diversification

By Client Domicile

($ billions) 1-Yr Change

u.s. $472.¢ 10.C%
Canada $25.2 7.7%
U.K. $101.¢ 13.£%
Continental Europe $38.¢ 21.2%
Asia $49.( (2.2%
Total $687.7 10.C%
By Distribution Channel

($ billions) 1-Yr Change

Retail $425.¢ 13.%%
Institutional $242.( 3.6%
PWM $19.¢ 11.2%
Total $687.; 10.0%
By Asset Class

($ billions) 1-Yr Change

Equity $297. 9.7%
Balanced $62.1 39.2%
Money Market $73.¢ (0.9%
Fixed Income $171.¢ 15.4%
Alternative $83.( (4.9%
Total $687.7 10.C%

Table of Contents
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56%

Asia

7.1%

Private Wealth
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Money Market
10.7%

Alternative
12.1%
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Active vs. Passive

($ billions) 1-Yr Change

Active $573.7 8.4%
Passive $114.( 18.4%
Total $687.7 10.%

See Part I, Item 8, Financial Statements and Supghtary Data - Note 18 , "Geographic Informatidor a geographic breakdown of our consolidated agre
revenues for the years ended December 31 , 20021, &nd 2010 .

Channel refers to the distribution channel fromakhihe AUM originated. Retail AUM arose from clienvestments into funds available to the publichwahares ¢
units. Institutional AUM originated from individuatorporate clients, endowments, foundations, gowent authorities, universities, or charities. PevaVealtt
Management AUM arose from high net worth clienteistiments.

Retail

Invesco is a significant provider of retail investm solutions to clients in all major markets: Isee in the U.S., Canada, Europe and Asia, Invescpeual in the U.K
and Invesco PowerShares (for our ETF products)leCtlely, the retail investment management teamsaged assets of $425.8 billion as of Decembe2@12. We
offer retail products within all of the major ass#tsses. Our retail products are primarily distiéol through thirgparty financial intermediaries, including tradita
broker-dealers, fund “supermarkets,” retirementfptens, financial advisors, banks, insurance cormgsand trust companies.

The U.K., U.S. and Canadian retail operations ramlong the largest by AUM in their respective maskés of December 31, 2012nvesco Perpetual was one of
largest retail fund providers in the U.K.; Invesct).S. retail business was among the top 10 lamy@stproprietary fund complexes in the U.S. by loegn asset
including the Invesco Powershares franchise; amdseo Canada was among the top 10 largest retailrhanagers in Canada by lomegm assets. Invesco Great Wall,
joint venture in China, was one of the largest -foreign managers of equity products in China, withM of approximately $6.4 billion as of Decembel, 2012. We
provide our retail clients with one of the indu&rgnost robust and comprehensive product lines.

Institutional

We provide investment solutions to institutionalestors globally, with a major presence in the UBK., Continental Europe and Asia with $242.0itil in AUM as
of December 31, 2012We offer a broad suite of domestic and globaltsgies, including traditional equities, structuegglities, fixed income (including money ma
funds for institutional clients), real estate, ptie equity, distressed equities, financial strieguand absolute return strategies. Regional sateed distribute our produ
and provide services to clients and intermediaai®sind the world. We have a diversified client bt includes major public entities, corporationsions, norprofit
organizations, endowments, foundations, pensiodsamd financial institutions. Invesco's institnbmoney market funds serve some of the largeanfial institution
and corporations in the world.

Private Wealth Management

Through Atlantic Trust, Invesco provides high nefrth individuals and their families with a broadhge of personalized and sophisticated wealth manegeservice
including financial counseling, estate planningedsllocation, investment management (including efsthirdparty managed investment products), private eqtriagt
custody and family office services. Atlantic Trad$o provides investment management services taifitions and endowments. Atlantic Trust obtains olswts throug
referrals from existing clients, recommendationsnirother professionals serving the high net wortirket, such as attorneys and accountants, and firancia
intermediaries, such as brokers. Atlantic Trustdféises in 12 U.S. cities and managed $19.9 bilks of December 31, 2012 .
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Employees

As of December 31, 2012 , we had 6,128 employeressacthe globe. As of December 31, 2011 and 20&Hhad 6,162nd 5,617 employees, respectively. None o
employees are covered under collective bargaingrgesnents. The 2011 increase in headcount, as cechpa 2010, was primarily driven by the insourcing of
Hyderabad, India, facility.

Competition

The investment management business is highly cativeetwith points of differentiation including imstment performance, the range of products offeleginc
recognition, business reputation, financial strentite depth and continuity of relationships, dyaiif service and the level of fees charged fovises. We compete witr
large number of investment management firms, coriadranks, investment banks, broker dealers, héguss, insurance companies and other financigititions. We
believe that the quality and diversity of our inweent styles, product types and channels of digiob enable us to compete effectively in the inwvest manageme
business. We also believe being an independenstimesit manager is a competitive advantage, asusindss model avoids conflicts that are inherethiwinstitution:
that both distribute and/or serve investment préslacd manage investment products. Lastly, we \el®ntinued execution against our mykiar strategy will furthe
strengthen our long-term competitive position.

Management Contracts

We derive substantially all of our revenues fromeistment management contracts with funds and offeerts. Fees vary with the type of assets beingaged, witl
higher fees earned on actively managed equity afehbed accounts, along with real estate and aligenasset products, and lower fees earned od fia@me, mone
market and stable value accounts, as well as nefaFs. Investment management contracts are ggnézahinable upon thirty or fewer days' notice.pically, retai
investors may withdraw their funds at any time withprior notice. Institutional and private weatttanagement clients may elect to terminate theaticgiship with us ¢
reduce the aggregate amount of assets under maaagesith very short notice periods.

Available Information

We file current and periodic reports, proxy statataeand other information with the SEC, copies bfal can be obtained from the SEC's Public Referdmom &
100 F Street, NE, Washington, DC 20549. Informatarthe operation of the Public Reference Roombeaabtained by calling the SEC at 1-800-SEC-0330.

The SEC maintains an Internet site that contaiperte, proxy and information statements and othf@rmation regarding issuers that file electroricalith the SEC, ¢
www.sec.gov. We make available free of charge anVideb site, www.invesco.com, our Annual Report @annfr 10-K, Quarterly Reports on Form @Q-Current Repor
on Form 8K, and amendments to those reports filed or fuedspursuant to Section 13(a) or 15(d) of the S&earExchange Act of 1934, as amended, as so
reasonably practicable after we electronically $ileh material with, or furnish it to, the SEC.

Item 1A. Risk Factors

Volatility and disruption in world capital and cratimarkets, as well as adverse changes in the gl@mmnomy, can negatively affect Invesco's revenugserations
financial condition and liquidity and may continuéo do so.

In recent years, capital and credit markets hapemesnced substantial volatility. In this regard:

* In the event of extreme circumstances, includingnemic, political, or business crises, such asdespread systemic failure in the global financjaitem o
additional failures of firms that have significaoibligations as counterparties on financial instrotegwe may suffer significant declines in assetdel
management ("AUM") and severe liquidity or valuatigsues in sponsored investment products in wtlieilnt and company assets are invested, all ofh
would adversely affect our operating results, firiahcondition, liquidity, credit ratings, ability access capital markets, and retention and yabdliattract ke
employees. Additionally, these factors could impaat ability to realize the carrying value of owoglwill and other intangible assets.

« In addition to the impact of the market volatilion client portfolios, the illiquidity and volatilitof both the global fixed income and equity maskebulc
negatively affect our ability to manage client avils and outflows or to timely meet client redemptiequests.

e Our money market funds have always maintained @0$det asset value (NAV); however, we do not guaeusuch level. Market conditions could lea
severe liquidity issues in money market productsctvcould affect their NAVs.
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If the NAV of one of our money market funds werediecline below $1.00 per share, such funds coufstence significant redemptions in AUM, los:
shareholder confidence and reputational harm. Régnsl in the U.S. continue to evaluate whetherép@se mandating a variable (“floatinglAV for money
market funds. The company believes such a changddviave significant adverse consequences on theynmarket funds industry and the sherm credi
markets.

« Even if legislative or regulatory initiatives orhetr efforts continue to stabilize and add liquiditythe financial markets, we may need to modify sivategie:
businesses or operations, and we may incur inclezeggtal requirements and constraints or additioosts in order to satisfy new regulatory requieats or ti
compete in a changed business environment.

We may not adjust our expenses quickly enough tachasignificant deterioration in global financial rarkets.

If we are unable to effect appropriate expenseatahs in a timely manner in response to declimesur revenues, or if we are otherwise unable &patb rapir
changes in the global marketplace, our profitahifinancial condition and results of operationsudbbe adversely affected.

Our revenues and profitability would be adverselffexted by any reduction in AUM as a result of e@ha decline in market value of such assets or petflows
which would reduce the investment management feesearn.

We derive substantially all of our revenues fromeistment management contracts with clients. Unldeset contracts, the investment management feesdqais ar
typically based on the market value of AUM. AUM mdgcline for various reasons. For any period inclwhievenues decline, our income and operating margi)
decline by a greater proportion because certaieresgs remain fixed. Factors that could decrease A&Jfid therefore revenues) include the following:

Declines in the market value of the assets in the funds and accounts managed. These could be caused by price declines in theriiesumarkets generally or by pr
declines in the market segments in which thoset@sse concentrated. Approximately 43% of our t&idM were invested in equity securities and appradely57%
were invested in fixed income and other investmah®ecember 31, 2012 . Our AUM as of January 8132vere $712.6 billion. We cannot predict whether tibtg
in the markets will result in substantial or suséal declines in the securities markets generallgesult in price declines in market segments incivfour AUM art
concentrated. Any of the foregoing could negativeipact our revenues, income and operating margin.

Redemptions and other withdrawals from, or shifting among, the funds and accounts managed. These could be caused by investors (in responselerse mark
conditions or pursuit of other investment opporties) reducing their investments in funds and antoin general or in the market segments on whigkdco focuse
investors taking profits from their investmentsppdinvestment performance of the funds and accommaisaged by Invesco; and portfolio risk charadiess whict
could cause investors to move assets to other timeggg managers. Poor performance relative to athestment management firms tends to result inedesad sale
increased redemptions of fund shares, and theologsvate institutional or individual accounts,ttvicorresponding decreases in our revenues. Fafuver funds an
accounts to perform well could, therefore, haveademal adverse effect on us. Furthermore, the feegarn vary with the types of assets being mahagith highe
fees earned on actively managed equity and balaamcealints, along with real estate and alternatseetaproducts, and lower fees earned on fixed iecand stab
return accounts. We have seen our net revenue ggglihe in recent years, reflecting in part atdhyf clients to lower fee products. Our revenuey aecline if client
continue to shift their investments to lower feeamts.

Declines in the value of seed capital and partnership investments. The company has investments in sponsored investpreducts that invest in a variety of a:
classes, including, but not limited to equitiexefl income products, private equity, and real estatzestments in these products are generally rnmdstablish a tra
record, meet purchase size requirements for trauimzks, or demonstrate economic alignment witlepthvestors in our funds. Adverse market condgioray result i
the need to write down the value of these seedalagnd partnership investments. As of DecembeB12 , the company had $275.6 millianseed capital al
partnership investments.

Our investment advisory agreements are subjecetontination or non-renewal, and our fund and othenvestors may withdraw their assets at any time.

Substantially all of our revenues are derived friomestment advisory agreements. Investment adviagrgements are generally terminable upon 30 oerfelays
notice. Agreements with U.S. mutual funds may bmitated with notice, or terminated in the even@anf“assignment’ds defined in the Investment Company Ac
1940, as amended), and must be renewed annuatlyebgisinterested members of each fund's boardre€tdrs or trustees, as required by law. In addijtthe board «
trustees or
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directors of certain other fund accounts of Invesc@ur subsidiaries generally may terminate thegestment advisory agreements upon written ndtceany reasol
Mutual fund and unit trust investors may generalithdraw their funds at any time without prior rei Institutional clients may elect to terminateithrelationships wit
us or reduce the aggregate amount of AUM, and iddal clients may elect to close their accountdeesn their shares in our funds, or shift their utalother types
accounts with different fee structures. Any terrtiora of or failure to renew a significant numbertbese agreements, or any other loss of a signifisamber of ot
clients or AUM, would adversely affect our revenaesl profitability.

Our revenues and profitability from money market amther fixed income assets may be harmed by irgerate, liquidity and credit volatility.

Certain institutional investors using money margedducts and other shadrm duration fixed income products for cash mansge purposes may shift th
investments to direct investments in comparableungents in order to realize higher yields tharsthavailable in money market and other fund pradhotding lowe
yielding instruments. These redemptions would redmanaged assets, thereby reducing our revenuaddition, rising interest rates will tend to redube market valt
of bonds held in various investment portfolios astler products. Thus, increases in interest rabetdchave an adverse effect on our revenues fromesnaonarke
portfolios and from other fixed income productsséfcurities within a money market portfolio defaolt investor redemptions force the portfolio talize losses, the
could be negative pressure on its NAV. Although mpomarket investments are not guaranteed instrianér@ company might decide, under such a scerthgbit is ir
its best interest to provide support in the formaafupport agreement, capital infusion, or othethods to help stabilize a declining NAV. Some afgh methods cot
have an adverse impact on our profitability. Adwhglly, at December 31, 2012 , we have $32.5 milliovested in Invesco Mortgage Capital Inc., $48idion of equity
at risk invested in our collateralized loan obligatproducts, and $44.4 millidnvested in fixed income seed money , the valuatiowhich could change with change:
interest and default rates.

We operate in an industry that is highly regulated many countries, and any enforcement action orvadse changes in the laws or regulations governiogr
business could decrease our revenues and profitgbil

As with all investment management companies, otiviies are highly regulated in almost all couagiin which we conduct business. Laws and reguistapplied ¢
the national, state or provincial and local leveherally grant governmental agencies and industyregulatory authorities broad administrative disoretover ou
activities, including the power to limit or restricur business activities, conduct examinatiorsk a@ssessments, investigations and capital adegesaigws, and impo:
remedial programs to address perceived deficienSigissidiaries operating in the European Union (E&)so are subject to various EU Directives, whidahisrplemente
by member state national legislation. As a resutegulatory oversight, we could face requiremevitich negatively impact the way in which we condogsiness, impo:
additional capital requirements and involve enforeat actions which could lead to sanctions inclgdine revocation of licenses to operate certairinesses, tt
suspension or expulsion from a particular jurisdictor market of any of our business organizationgheir key personnel, or the imposition of firsegl censures on us
our employees. Judgments or findings of wrongddipgegulatory or governmental authorities, or ifvate litigation against us could affect our repioia, increase ol
costs of doing business and/or negatively impactreuenues, any of which could have a material tiegampact on our results of operations, finan@ahdition o

liquidity.

Certain of our subsidiaries are required to mamminimum levels of capital and such capital reguients may be increased from timetitoe. These and other simi
provisions of applicable law may have the effectimiiting withdrawals of capital, repayment of intempany loans and payment of dividends by suchiesitA sub-
group of Invesco subsidiaries, including all of cegulated EU subsidiaries, is subject to constdidl@apital requirements under EU Directives, aauital is maintaine
within this sub-group to satisfy these regulatiohis.December 31, 2012 , the European sub-groupchall and cash equivalent balances of $528.3 millecember 3:
2011 : $440.0 millior), much of which is used to satisfy these regulatequirements. Complying with our regulatory cotm@&nts may result in an increase in the ce
requirements applicable to the European gudup. As a result of corporate restructuring agglitatory requirements, certain of these EU suas&s may be required
limit their dividends to the parent company, Investd.

The regulatory environment iwhich we operate frequently changes and has segeifisant increased regulation in recent years.idles changes in law and regulai
have been enacted or adopted and are being impledhen otherwise developed in multiple jurisdicBoglobally in response to the crisis in the finahenarkets thi
began in 2007. Various other proposals remain uodesideration by legislators, regulators, and mgfozernment officials and other public policy coemtators. Certa
enacted provisions and certain other proposalpatentially far reaching and, depending upon timjslementation, could have a material impact orefoo's busines
While many of these provisions appear designeddtyess perceived problems in the banking sectotaineof the provisions will or may be applied tther financia
services companies, including investment manaiféesmay be adversely affected as a result of nesewsed legislation or regulations or by changethéinterpretatic
or enforcement of existing laws and regulationstfieextent that existing regulations are amendédtore regulations are
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adopted that reduce the sale, or increase the e, of our products and services, or that neglgtaffect the investment performance of our ptd, our aggrege
AUM and our revenues could be adversely affectedaddition, regulatory changes have imposed and epatinue to impose additional costs, which couldatively
impact our profitability.

In the United States, the Dodd-Frank Wall StredbRe and Consumer Protection Act (the “Dodd-Frardt’Awas signed into law on July 21, 2010. While Invedoe:
not believe that the DodBrank Act will fundamentally change the investmer@nagement industry or cause Invesco to reconsgeasic strategy, certain provisions v
and other provisions may, require us to changenpose new limitations on the manner in which wedemt business; they also will or may increase rguy burden
and related compliance costs. Furthermore, cepi@visions may have unintended adverse consequencéee liquidity or structure of the financial rkats. In additior
the scope and impact of many provisions of the Diedhk Act will be determined by implementing redigdas, some of which require lengthy proposal arahulgatior
periods. Moreover, the Dodérank Act mandates many regulatory studies, somghiad¢h pertain directly to the investment managemedustry, which could lead
additional legislation or regulation. As a resufttbese uncertainties regarding implementationh&f BoddFrank Act and such other future potential legiskatoi
regulatory changes, the full impact of the DoddrAkrAct on the investment management industry amddeo cannot be predicted at this time.

The European Union has promulgated or is consideramious new or revised directives pertainingitaificial services, including investment manageushSlirective
are progressing at various stages, and are beingllar would be implemented by national legistatiin member states. As with the Doicink Act, Invesco does r
believe implementation of these directives will damentally change our industry or cause us to sdenour fundamental strategy, but it does appeggin provision
will, and other provisions may, require us to chemg impose new limitations on the manner in whigh conduct business; they also will or may increzsgilaton
burdens and compliance costs. Furthermore, cept@ivisions may have unintended adverse consequemcése liquidity or structure of the financial rkats. Simila
developments are being implemented or considerethir jurisdictions where we do business; sucleld@ments could have similar effects.

Developments under enacted and proposed legakgiudhtory changes, and related matters, will or melpde, without limitation:

* Expanded prudential regulation over investment rgameent firms

* New or increased capital requirements and relagdlation (including new capital requirements gaitg to money market fund

» Additional change to the regulation of money kearfunds in the U.S. The SEC in 2010 adopted chstg Rule 2&, the primary securities regulat
governing U.S. registered money market funds. These rules were designed to significantly strengtkiee regulatory requirements governing mc
market funds, increase the resilience of such ftodxonomic stresses, and reduce the risk ofoorthese funds. Regulators in the U.S. continuevéduat:
whether to propose additional legal and regulattmnges impacting money market funds. Invesco \mdiecertain potential changes that have
considered (including a variable NAV) would havgnsficant adverse consequences on the money niarmds industry and the short-term credit markets.

« Removal or limitation of previously available eawptions from U.S. Commodity Futures Trading Consiois (“CFTC”) regulations which impose ni
registration, disclosure and reporting requiremauitis respect to certain funds that use or tradetires, swaps and other derivatives regulateth®yCFTC.

e Changes to the distribution of investment funds atiér investment products. In the U.S., the SE&Vipusly has proposed and may repropose signi
changes to Rule 12b- Invesco believes these proposals could increaseational and compliance costs. The U.K. Findn8irvices Authority he
implemented its Retail Distribution Review ("RDRWhich is expected to reshape the manner in whatdilrinvestment funds are sold in the U.K. RDRI
change how retall clients pay for investment adgien in respect of all retail investment produatsluding mutual funds. RDR requires restructgrthe
manner in which fund distributors are compensatadtlie services they provide. The EU adopted therAdtive Investment Fund Manager Direc
("AIFMD"); implementing legislation in member stateould, among other elements, impose restrictiomthe marketing and sale within the EU of pri
equity and other alternative investment funds spmt by nonEU managers. Various regulators have promulgateateiconsidering other new disclos
and suitability requirements pertaining to theritisttion of investment funds and other investmeawidpcts, including enhanced standards and require
pertaining to disclosures made to retail investtrithe point of sale.

e The AIFMD will also regulate managers of alternatimvestment funds not authorized as retail fumttfen the EU's Undertakings for Collective Investt
in Transferrable Securities Directive (UCITS). TAEEFMD may include, among other matters, regulataincompensation policies, capital requireme
leverage, valuation and stakes in EU companies.

*  Guidelines regarding the structure and companehtompensation, including under the Dd&tdnk Act and various other EU Directiv
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* New requirements pertaining to the trading of siiesr and other financial instruments, such as swapd other derivatives; these include repo
requirements, mandated central clearing arrangesnesstrictions on proprietary trading by certamafcial institutions, other conduct requirementd aev
taxes or similar fees.

e New and potentially complex and burdensome tax nteygp and tax withholding obligations and relatedimpliance activities pertaining to sponsc
investment products, including obligations under Boreign Account Tax Compliance Act ("FATCA") asidhilar requirements which may be imposet
other countries. FATCA is intended to address tarmliance issues related to US tax payers holdomgWS accounts. FATCA will require ndsS financia
institutions to report information about financaacounts held by US persons and impose withholdiagymentation and reporting requirements.

* Heightened regulatory examinations and inspeaiioincluding enforcement reviews, and a more aggresposture regarding commencing enforcel
proceedings resulting in fines, penalties and aftit remedial activities. Without limiting the genality of the foregoing, regulators in the Unit8tates an
the United Kingdom have taken and can be expeoctedritinue to take a more aggressive posture mgibg enforcement proceedings.

* Changes impacting certain other products or etarfe.g. , retirement savings

* Enhanced licensing and qualification requiremeoise&y personne

e Other additional rules and regulations and discl®saequirements. Certain provisions impose addiliaisclosure burdens on public companies, incly
Invesco. Certain proposals could impose requiresnfamtmore widespread disclosures of compensatidnighly-paid individuals. Depending upon the sc
of any such requirements, Invesco could be disadgad in retaining key employees vis-a-vis priv@mpanies, including hedge fund sponsors.

«  Strengthening standards regarding various ethiedters, including enhanced focus of U.S. regulaamids law enforcement agencies on compliance wi
Foreign Corrupt Practices Act and the enactmettiefJ.K. Bribery Act.

« Other changes impacting the identity or the orgational structure of regulators with supervisoryhauity over Invesce

Invesco cannot at this time predict the full impa€tpotential legal and regulatory changes or fdestnforcement proceedings on its business. piossible suc
changes could impose new compliance costs or tapigairements or impact Invesco in other ways ttmild have a material adverse impact on Invesesslts o
operations, financial condition or liquidity. Simily, regulatory enforcement actions which impogmificant penalties or compliance obligations ohigh result it
significant reputational harm could have similarten@l adverse effects on Invesco. Moreover, cefggal or regulatory changes could require usadify our strategie
businesses or operations, and we may incur othveicoastraints or costs in order to satisfy new t&iguy requirements or to compete in a changedessienvironment.

To the extent that existing or future regulatioffecing the sale of our products and servicesurrivestment strategies cause or contribute toced sales or increas
redemptions of our products or impair the investnpemformance of our products, our aggregate AUMNI @sults of operations might be adversely affected

Civil litigation and governmental investigations @aenforcement actions could adversely affect our ldnd future financial results, and increase our sts of doing
business.

Invesco and certain related entities have in regears been subject to various legal proceedingduding civil litigation and governmental invesigpns an
enforcement actions. These actions can arise frmammal business operations and/or matters that heee the subject of previous regulatory actions. Bart Il, Item ¢
Financial Statements and Supplementary Data, N&te "Commitments and Contingenciedgr additional information. Judgments in civil giition or findings ¢
wrongdoing by regulatory or governmental authaositigainst us could affect our reputation, increasecosts of doing business and/or negatively impacrevenues, al
of which could have a material negative impact onresults of operations, financial condition guiidity.

Our investment management professionals and othey lemployees are a vital part ofir ability to attract and retain clients, and thiess of key individuals or
significant portion ofthose professionals could result in a reductionair revenues and profitability.

Retaining highly skilled technical and managemesiispnnel is important to our ability to attract amdain clients and retail shareholder account® farket fo
investment management professionals is competiidehas grown more so in recent periods as thestiment management industry has experienced grduath marke
for investment managers is also increasingly chiaraed by the movement of investment managers gnddferent firms. Our policy has been to provide emvestmer
management professionals with a supportive prajaasworking environment and compensation and liesrtéiat we believe are competitive with other iegdnvestmer
management firms. However, we may not be succegsfidtaining our key personnel, and the loss of ikglividuals or significant investment managempetsonne
could reduce the attractiveness of our products
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to potential and current clients and could, thefadversely affect our revenues and profitability
If our reputation is harmed, we could suffer lossesour business, revenues and net income.

Our business depends on earning and maintainingrubeand confidence of clients, regulators arttomarket participants, and our good reputatioeritical to ou
business. Our reputation is vulnerable to manyatisrehat can be difficult or impossible to contrahd costly or impossible to remediate. Regulatoxyuiries
investigations or findings of wrongdoing, matermators in public reports, employee dishonesty dieepimisconduct and rumors, among other things,scdostantiall
damage our reputation, even if they are baselesentually satisfactorily addressed. Further, business requires us to continuously manage aetnghlpotentic
conflicts of interest, including situations wheng gervices to a particular client conflict, or @erceived to conflict, with the interests of aresthlient or those of Invesc
The willingness of clients to enter into transagsion which such a conflict might arise may be etifd, if we fail - or appear to failte deal appropriately with conflicts
interest. In addition, potential or perceived cimt$l could give rise to litigation or regulatoryfercement actions.

We have procedures and controls that are designaddress and manage these risks, but this taskecaomplex and difficult, and if our proceduresl aontrols fall
our reputation could be damaged. Any damage torepmtation could impede our ability to attract aethin clients and key personnel, and lead to aatézh in the
amount of our AUM, any of which could have a matkaidverse effect on our results of operationgrfaial condition or liquidity.

Failure to comply with client contractual requirermés and/or investment guidelines could result inrdage awards against us and loss of revenues dueliemt
terminations.

Many of the investment management agreements wrideh we manage assets or provide products orcendpecify investment guidelines or contractugliirement
that Invesco is required to observe in the prowisid its services. A failure to comply with theseidglines or contractual requirements could resullamage to o
reputation or in our clients seeking to recoveséss withdrawing their assets or terminating tleeimtracts, any of which could cause our revenuespaafitability tc
decline. We maintain various compliance procedares other controls to prevent, detect and correch ®rrors. When an error is detected, we typicaily make ¢
payment into the applicable client account to azirite Significant errors could impact our resufperations, financial condition or liquidity.

Competitive pressures may force us to reduce thes fee charge to clients, increasemmissions paid to our financial intermediaries provide more support to tho
intermediaries, all of which could reduce our pradibility.

The investment management business is highly cativeetand we compete based on a variety of facteiduding investment performance, the range aidpct:
offered, brand recognition, business reputatiamarftial strength, stability and continuity of cliemd intermediary relationships, quality of seeyitevel of fees charg
for services and the level of compensation paid disttibution support offered to financial internigies. We continue to face market pressures ragafde levels i
certain products.

We face strong competition in every market in whigh operate. Our competitors include a large nunmdfeinvestment management firms, commercial bz
investment banks, brokelealers, hedge funds, insurance companies andfathacial institutions. Some of these institutidres/e greater capital and other resources
offer more comprehensive lines of products andisesy than we do. Our competitors seek to expaeid tharket share in many of the products and sesviee offer. |
these competitors are successful, our revenuespeofidability could be adversely affected. In adldit, there are relatively few barriers to entry tgw investmet
management firms, and the successful efforts of erwants into our various distribution channetsuad the world have also resulted in increased editigm.

In recent years there have been several instafidedustry consolidation, both in the area of disitors and manufacturers of investment produaisthiér consolidatic
may occur in these areas in the future. The inargagze and market influence of certain distribstof our products and of certain direct compeditmay have a negati
impact on our ability to compete at the same legélsrofitability in the future, should we find aelves unable to maintain relevance in the maiketshich we compete.

We may engage in strategic transactions that cocidate risks.
We regularly review, and from time to time havecdissions with respect to, potential strategic fatisns, including potential acquisitions, dispiasis, consolidation
joint ventures or similar transactions, some ofahhinay be material. There can be no assurancevéhalill find suitable candidates for strategic sactions at acceptal

prices, have sufficient capital resources to pussigh transactions, be successful in negotiatiegetjuired agreements, or successfully close tcéinga after signing su
agreements.
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Acquisitions also pose the risk that any businessaequire may lose customers or employees or amdérperform relative to expectations. We could absperienc
financial or other setbacks if pending transactiensounter unanticipated problems, including proisieelated to closing or integration. Following ttempletion of a
acquisition, we may have to rely on the sellerrtovgle administrative and other support, includiimgncial reporting and internal controls, to thegjaired business for
period of time. There can be no assurance thatsel#rs will do so in a manner that is acceptébles.

Our ability to access the capital markets in a tilpenanner should we seek to do so depends on a remobfactors.

Our access to the capital markets depends signifjcan our credit ratings. We have received credliings of A3/Stable and /Stable from Moody's and Standari
Poor's credit rating agencies, respectively, ab®fdate hereof. We believe that rating agency emrscinclude but are not limited to the fact that @venues are expo:
to equity market volatility and the potential impdom regulatory changes to the industry. Additity, the rating agencies could decide to downgrtwde entir:
investment management industry, based on theippetise of future growth and solvency. Materialedigtration of these factors, and others defineedwh rating agenc
could result in downgrades to our credit ratingeréby limiting our ability to generate additiofiaancing. Our credit facility borrowing rates aied to our credit rating
Management believes that solid investment gradegstare an important factor in winning and maimteg institutional business and strives to mandgecompany 1
maintain such ratings.

A reduction in our londgerm credit ratings could increase our borrowingtsocould limit our access to the capital markatsl may result in outflows thereby redu
AUM and revenues. Continued volatility in globatdnce markets may also affect our ability to actiesscapital markets should we seek to do so. lfareeunable |
access capital markets in a timely manner, oumessi could be adversely affected.

Our indebtedness could adversely affect our finasgposition or results of operations.

As of December 31, 2012 , we had outstanding ti#bt of $1,186.0 million , excluding lortgrm debt of consolidated investment products,tatad equity attributab
to common shareholders of $8,188.0 millioexcluding retained earnings appropriated for $twes in consolidated investment products. The arofiindebtedness \
carry could limit our ability to obtain additionfihancing for working capital, capital expendituresquisitions, debt service requirements or oplugposes, increase (
vulnerability to adverse economic and industry ébows, limit our flexibility in planning for, or eéacting to, changes in our business or industry, Eace us at
disadvantage in relation to our competitors. Anylbof the above factors could materially adversefect our financial position or results of op@as.

Our credit facility imposes restrictions on our dly to conduct business and, &mounts borrowed under it were subject to accelethtepayment, we might not he
sufficient assets or liquidity to repay such amosrin full.

Our credit facility requires us to maintain spesififinancial ratios, including maximum debtearnings and minimum interest coverage ratios. ¢reslit facility als
contains customary affirmative operating covenanis negative covenants that, among other thingsjaecertain of our subsidiaries' ability to imalebt and restrict o
ability to transfer assets, merge, make loans dhdranvestments and create liens. The breach wpfcamenant (either due to our actions or due tagaificant anc
prolonged marketiriven decline in our operating results) would tesua default under the credit facility. In theemt of any such default, lenders that are partthé¢
credit facility could refuse to make further extiems of credit to us and require all amounts boedwnder the credit facility, together with accrustgrest and other fe:
to be immediately due and payable. If any indet@sdrunder the credit facility were subject to ameeéd repayment, we might not have sufficientiticassets to rep.
such indebtedness in full.

Changes in the distribution channels on which wep#sd could reduce our net revenues and hinder ovowth.

We sell a significant portion of our investment gwots through a variety of financial intermediarigeluding major wire houses, regional brokiealers, banks a
financial planners in North America, and indeperideokers and financial advisors, banks and fir@lnmiganizations in Europe and Asia. Increasingmetition for thes
distribution channels could cause our distributiosts to rise, which would lower our net revenkeslowing the financial crisis, there has been atidation of banks ar
brokerdealers, particularly in the U.S., and a limitedoammt of migration of brokers and financial advisargay from major banks to independent firms focuaegely or
providing advice. If these trends continue, outriistion costs could increase as a percentagaiofevenues generated. Additionally, particulanitside of the U.S
certain of the intermediaries upon whom we reldigiribute our investment products also sell tb@n competing proprietary funds and investment pet&l which coul
limit the distribution of our products. Increasipginvestors, particularly in the institutional rket, rely on external consultants and other unadefll third parties fc
advice on the choice of investment manager. Thessuitants and third parties tend to exert a sicanit degree of influence and they may favor a cstitgr of Invesco ¢
better meeting their particular client's
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needs. There is no assurance that our investmedtigts will be among their recommended choicekénfature. If one of our major distributors werecease operatior
it could have a significant adverse effect on mwenues and profitability. Any failure to maintatrong business relationships with these distrituources and t
consultant community would impair our ability tdlssur products, which in turn could have a negaffect on our revenues and profitability.

We could be subject to losses if we fail to progesafeguard confidential and sensitive information.

We maintain and transmit confidential informatidsoat our clients as well as proprietary informatiefating to our business operations as part ofegular operation
Our systems could be attacked by unauthorized usecorrupted by computer viruses or other malisisoftware code, or authorized persons could inéeivily o
intentionally release confidential or proprietanjormation.

Such disclosure could, among other things, damageaputation, allow competitors to access our pevary business information, result in liabilitprffailure tc
safeguard our clients' data, result in the termonabf contracts by our existing customers, subjextto regulatory action, or require material calpénd operatir
expenditures to investigate and remediate the hreac

Our business is vulnerable to deficiencies and fa#s in support systems and customer senfizections that could lead to breaches and errorgsulting in loss c
customers or claims against us or our subsidiaries.

The ability to consistently and reliably obtain ate securities pricing information, process dligortfolio and fund shareholder transactions aravide reports ar
other customer service to fund shareholders aedtsliin other accounts managed by us is essemtiairtcontinuing success. In recent periods, iitiquarkets for certa
types of securities have required increased uéairofalue pricing, which is dependent on certaibjsctive judgments that have the potential tolimlenged. Any dela
or inaccuracies in obtaining pricing informatiomppessing such transactions or such reports, ditezrches and errors, and any inadequacies in otiséomer servic
could result in reimbursement obligations or otlebilities, or alienate customers and potentigliye rise to claims against us. Our customer sereapability, as well i
our ability to obtain prompt and accurate secisifieicing information and to process transactioms @ports, is highly dependent on communicatiars iaformatior
systems and on third-party service providers. Thestems or service providers could suffer deficies, failures or interruptions due to various ratwr manmade
causes, and our backp procedures and capabilities may not be adedoatwoid extended interruptions in operations. &erbf these processes involve a degre
manual input, and thus similar problems could oéem time to time due to human error.

If we are unable to successfully recover from aatiser or other business continuifyroblem, we could suffer material financial losx3ds of human capital, regulato
actions, reputational harm or legal liability.

If we were to experience a local or regional disast other business continuity problem, such paralemic or other natural or marade disaster, our continued suc
will depend, in part, on the availability of ourrpennel, our office facilities and the proper fuaoing of our computer, telecommunication and ottedated systems a
operations. In such an event, our operational sfee multiple locations from which we operate, andgt existing backip systems would provide us with an impor
advantage. Nevertheless, we could still experieresterm operational challenges with regard to paréicareas of our operations, such as key execuffieeis ol
technology personnel. Further, as we strive toeaehcost savings by shifting certain business msE®to lowecost geographic locations such as India, the piaiefor
particular types of natural or man-made disasfobtical, economic or infrastructure instabilitiesr other country- or regiospecific business continuity risks increa
Although we seek to regularly assess and improveesisting business continuity plans, a major desar one that affected certain important opagatireas, or o
inability to recover successfully should we expecie a disaster or other business continuity probéeald materially interrupt our business operatiand cause matel
financial loss, loss of human capital, regulatariians, reputational harm or legal liability.

Since many of our subsidiary operations are locateatside of the United States arthve functional currencies other than the U.S. dai] changes in the exchani
rates to the U.S. dollar affect our reported finaiat results from one period to the next.

The largest component of our net assets, reveme®xpenses, as well as our AUM, is presently demated in U.S. Dollars. However, we have a largeber o
subsidiaries outside of the United States whosetimmal currencies are not the U.S. dollar. As sulte fluctuations in the exchange rates to the. ddiar affect oL
reported financial results from one period to tlextnWe generally do not actively manage our exposo such effects. Consequently, significant gftieening of th
U.S. dollar relative to the U.K. Pound Sterlingr&uwor Canadian dollar, among other currenciesldcbave a material negative impact on our repdiiteghcial results.
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The carrying value of goodwill and other intangiblessets on our balance sheet could become impainddch would adversely affect our results of opaoats.

We have goodwill and indefinite-lived intangiblesats on our balance sheet that are subject to hinmpairment reviews. We also have definliteed intangible asse
on our balance sheet that are subject to impairtesting if indicators of impairment are identifig8oodwill and intangible assets totaled $7,048illan and $1,287.
million , respectively, at December 31, 2012 ( Deber 31, 2011 : $6,907.9 million and $1,322.8 wilj respectively). We may not realize the value ahsassets. W\
perform impairment reviews of the book values @sin assets on an annual basis or more frequemip#irment indicators are present. A variety aftéas could caus
such book values to become impaired. Should vainatbe deemed to be impaired, a wdtevn of the related assets would occur, adversiééctang our results «
operations for the period. See Part Il, Item 7, fldgement's Discussion and Analysis of Financiald@mm and Results of Operations - Critical AccangtPolicies -
Goodwill” and “- Intangibles,” for additional detaiof our goodwill impairment analysis process.

Bermuda law differs from the laws in effect in tHenited States and may afford less protection to selders.

Our shareholders may have more difficulty protertineir interests than shareholders of a corparatioorporated in a jurisdiction of the United $&tAs a Bermuc
company, we are governed by the Companies Act ®®&ermuda (Companies Act). The Companies Act diffa some material respects from laws generalpliegble
to United States corporations and shareholderdudimg provisions relating to interested directomsgrgers, amalgamations and acquisitions, takepgb@reholde
lawsuits and indemnification of directors.

Under Bermuda law, the duties of directors andcef of a company are generally owed to the compalyy Shareholders of Bermuda companies do natrgdip hav
rights to take action against directors or officefg¢he company, and may only do so in limited winstances. Directors and officers may owe dutiea tmmpany
creditors in cases of impending insolvency. Direstand officers of a Bermuda company must, in égig their powers and performing their duties, lamhestly and i
good faith with a view to the best interests of twmpany and must exercise the care and skill ahatasonably prudent person would exercise in coebje
circumstances. Directors have a duty not to puntieves in a position in which their duties to taenpany and their personal interests may conffict @so are undel
duty to disclose any personal interest in any neteontract or proposed material contract with ¢benpany or any of its subsidiaries. If a direcioofficer of a Bermuc
company is found to have breached his duties toctirapany, he may be held personally liable tocthrapany in respect of that breach of duty.

Our Byeiaws provide for indemnification of our directomsdhofficers in respect of any loss arising or liépiattaching to them in respect of any negligerdefault
breach of duty or breach of trust of which a dioeair officer may be guilty in relation to us othean in respect of his own fraud or dishonestyictvlis the maximut
extent of indemnification permitted under the Comipa Act. Under our By&aws, each of our shareholders agrees to waivelany or right of action, both individua
and on our behalf, other than those involving fraudlishonesty, against us or any of our officelisgctors or employees. The waiver applies to atioa taken by
director, officer or employee, or the failure ofchuperson to take any action, in the performancki®fduties, except with respect to any matter lwviag any fraud c
dishonesty on the part of the director, officerearployee. This waiver limits the right of shareteskito assert claims against our directors, offieerd employees unle
the act or failure to act involves fraud or dishstye

We have anti-takeover provisions in our Bye-Lawsitimay discourage a change of control.

Our Bye-Laws contain provisions that could makedre difficult for a thirdparty to acquire us or to obtain majority repreagah on our board of directors without
consent of our board. As a result, shareholdersledimited in their ability to obtain a premiunrfibeir shares under such circumstances.

Legislative and other measures that may be takenlb$. and/or other governmentaluthorities could materially increase our tax burdeor otherwise adverse
affect our financial conditions, results of operatns or cash flows.

Under current laws, as the company is domiciledtardesident in Bermuda, taxation in other juigtions is dependent upon the types and the exfeheactivities c

the company undertaken in those jurisdictions. &hem risk that changes in either the types afiéies undertaken by the company or changes intiées relating to te
residency could subject the company and its shédef®oto additional taxation.
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We continue to assess the impact of various Udrée and state legislative proposals, and modiéina to existing tax treaties between the Uniteate and foreic
countries, that could result in a material increiaseur U.S. federal and state taxes. Proposale baen introduced in the U.S. Congress that, iihalely enacted, cou
either limit treaty benefits on certain paymentdmby our U.S. subsidiaries to nohS. affiliates, treat the company as a U.S. cafian and thereby subject the earn
from nonU.S. subsidiaries of the company to U.S. taxatiwrhoth. We cannot predict the outcome of any djpdeigislative proposals. However, if such progssaere t
be enacted, or if modifications were to be madeedrdain existing tax treaties, the consequence&ddoave a materially adverse impact on the compamjuding
increasing our tax burden, increasing costs otaxucompliance or otherwise adversely affectingfoancial condition, results of operations or céskvs.

Examinations and audits by tax authorities coulds@lt in additional tax payments for prior periods.

The company and its subsidiaries are subject wniectaxes as well as namsome based taxes, in both the United States arndus foreign jurisdictions and are sub
to ongoing tax audits in various jurisdictions. Ttedculation of our tax liabilities involves deadiwith uncertainties in the application of complex regulations in
multitude of jurisdictions across our global opemas. Tax authorities may disagree with certaintfs we have taken and assess additional taxesedbgnize potenti
liabilities and record tax liabilities for anticifeal tax audit issues based on our estimate of whedind the extent to which, additional income sawél be due. We adju
these liabilities in light of changing facts andccimstances. Due to the complexity of some of themertainties, however, the ultimate resolutiory mesult in a payme
that is materially different from our current esdita of the tax liabilities.

Item 1B. Unresolved Staff Comments

N/A
Iltem 2. Properties

Our registered office is located in Hamilton, Bedayand our corporate headquarters are in leadie@ apace at 1555 Peachtree Street N.E., Suit, 18anta
Georgia, 30309, U.S.A. Our principal regional centire maintained in leased facilities, exceptaedbelow, in the following locations:

- North America: 11 Greenway Plaza, Houston, T&xe®16

- U.K./Europe: Perpetual Park, Henley-on-Thamedpfashire, RG9 1HH, United Kingdom (owned facilg)e

- Asia: Citibank Plaza, No. 3 Garden Road, Hong don
We maintain a global enterprise center in Hyderabatia, in leased facilities at DivyaSree Oriortlie Ranga Reddy District of Hyderabad, India. ke office space
20 other countries.

Iltem 3. Legal Proceedings

See Part ll, Item 8, Financial Statements and Supphtary Data, -- Note 19 , "Commitments and Cgetities," for information regarding legal procegdin

Iltem 4. Mine Safety Disclosures

Not applicable

PART II

Iltem 5. Market for Registrant's Common Equity, Relatedo8kholder Matters and Issuer Purchases of EquitycBaties

Invesco Ltd. is organized under the laws of Bermuwda our common shares are listed and traded eMNéw York Stock Exchange under the symbol “IVA{
January 31, 2013, there were approximately 6,2fdeis of record of our common shares.
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The following table sets forth, for the periodsigaded, the high and low reported share pricesherNew York Stock Exchange, based on data repbst&loomberg.

2012

Fourth Quarter
Third Quarter
Second Quarter
First Quarter
2011

Fourth Quarter
Third Quarter
Second Quarter
First Quarter

* Dividends declared represent amounts declardlddrcurrent quarter but are attributable to thergiscal quarter.

Invesco Ltd.
Common Shares

Dividends

High Low Declared*
$ 26.3¢ $23.21 $0.172¢
$ 25.8¢ $20.4¢ $0.172¢
$ 26.77 $20.7¢ $0.172¢
$ 26.8¢ $20.9C $0.122¢
$ 20.9¢ $14.8¢ $0.122¢
$ 23.9( $15.51 $0.122¢
$ 26.0C $21.92 $0.122¢
$ 27.42 $23.77 $0.110C

The following graph illustrates the cumulative tathareholder return of our common shares ovefitieeyear period ending December 31, 2QHhd compares it to t
cumulative total return of the Standard and Pq&&P) 500 Index and to a group of peer investmesmagement companies. A representative peer grotige aompan
consists of companies in the S&P 500 and the S&PtH&X are also in the Asset Management and Cu&ady( subindex, plus Alliance Bernstein, a competitor nothie
sub-index but which is another global asset manfadjewved by industry analysts. These tables atdantended to forecast future performance of ouncmn shares.

Peer Index
25% -

15%
5% -

-5% -
-15% -
-25% -
-35% -
-45% -
-55% -
-65% -
-75% -

2007

2008

2009

2010

=== Peer Index

il 25C0

S&P 500

2011

2012

Note: The above chart is the average annual total réturthe period from December 31, 2007 through Dewmer 31, 2012 Peer Index includes Affiliated Manag
Group, Alliance Bernstein, Ameriprise Financial,nRaof New York Mellon, BlackRock, Eaton Vance, Feated Investors, Franklin Resources, Invesco
Janus, Legg Mason, Northern Trust, SEI Investm@itte Street, T. Rowe Price, and Waddell & Reed.
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Important Information Regarding Dividend Payments

Invesco declares and pays dividends on a quattedis in arrears. On January 31, 2013 , the comgecigred a fourth quarter 2012 cash dividend df Bbper share
which will be paid on March 8, 2013 , to sharehoddef record as of February 21, 2013 .

The total dividend attributable to the 2012 fisgahr of $0.69 per share represented an 40.8% se@zer the total dividend attributable to the 264dal year of$0.4¢
per share. The declaration, payment and amounhyffeture dividends will be determined by our boarfddirectors and will depend upon, among othetdia; ou
earnings, financial condition and capital requiratseat the time such declaration and payment amsidered. The board has a policy of managing didden a prude
fashion, with due consideration given to profitétsy overall debt levels and historical dividengqa#s. See also Part II, Item Management's Discussion and Analysi
Financial Condition and Results of Operations -ulidity and Capital Resources - Dividends,” for didaial details regarding dividends.

Securities Authorized for Issuance under Equity Corpensation Plans

The equity compensation plan information requiredteém 201(d) of Regulation RB-is set forth in the definitive Proxy Statement the company's annual meeting
shareholders, which will be filed with the SEC a¢ef than 120 days after the close of the fiscat ymded December 31, 201and is incorporated by reference in
Report.
Repurchases of Equity Securities

The following table shows share repurchase actilifyng the three months ended December 31, 2012 :

Maximum Number at end of period (or
Approximate

Total Number of Shares Dollar Value) of Shares
Purchased as Part of that May Yet Be Purchased
Total Number of Shares Average Price Paid Publicly Announced Plans or Under the Plans
Month Purchased® Per Share Programs @ or Programs @ (millions)
October 1 - 31, 2012 2,11C $25.2¢ = $542.(
November 1 - 30, 2012 1,815,84! $23.8¢ 1,807,61. $498.¢
December 1 - 31, 2012 1,364,67! $25.7¢ 1,236,14: $467.(
3,182,63! 3,043,76.

(1) An aggregate of 138,8&Bares were surrendered to us by Invesco emplagessisfy tax withholding obligations or loan rgp#nts in connection with the vest
of equity awards.

(2) On April 23, 2008, our board of directors authodizeshare repurchase authorization of up to $1li6rbbf our common shares with no stated expiratiate
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Iltem 6. Selected Financial Data

The following tables present selected consolidéiteghcial information for the company as of and éach of the five fiscal years in the period enBetember 3:
2012 . Except as otherwise noted below, the catesteld financial information has been prepared aoatance with U.S. generally accepted accountimgiples.

As of and For The Years Ended December 31,

$ in millions, except per share and other data 2012 2011 2010 2009 2008
Operating Data:

Operating revenues 4,177.( 4,092.: 3,487.° 2,627.: 3,307.¢
Net revenue§’ 2,959.( 2,898. 2,521.: 1,941.( 2,437.¢
Operating income 871.t 898.1 589.¢ 484.% 747.¢
Adjusted operating inconfg 1,045.: 1,068.¢ 897.7 565.¢ 826.1
Operating margin 20.9% 21.% 16.%% 18.4% 22.6%
Adjusted operating margifi 35.2% 36.% 35.6% 29.1% 33.9%
Net income attributable to common shareholders 677.1 7297 465.7 322t 481.7
Adjusted net incom@ 776.7 781.€ 639.7 378.1 527.1

Per Share Data:
Earnings per share:

-basic 1.5C 1.5¢ 1.01 0.77 1.2¢
-diluted 1.4¢ 1.57 1.01 0.7¢ 1.21
Adjusted diluted EPS 1.71 1.6¢ 1.3¢ 0.8¢ 1.32
Dividends declared per share 0.640( 0.477¢ 0.432¢ 0.407¢ 0.520(
Balance Sheet Data:

Total assets 17,492. 19,347 20,444.. 10,9009.( 9,756.¢
Current maturities of total debt — 215.1 — — 297.%
Long-term debt 1,186.( 1,069.¢ 1,315.% 745.7 862.(
Long-term debt of consolidated investment products 3,899.¢ 5,512.¢ 5,865.¢ — —
Total equity attributable to common shareholders 8,316.¢ 8,119.: 8,264.¢ 6,912.¢ 5,689.!
Total equity 9,049.( 9,137.¢ 9,360.¢ 7,620.¢ 6,596..
Other Data:

Ending AUM (in billions) 687.7 625.¢ 616.5 459.t 377.1
Average AUM (in billions) 664.4 634.% 532.2 415.¢ 468.¢
Headcount 6,12¢ 6,16: 5,617 4,89( 5,32¢
(1) Net revenues are operating revenues less-party distribution, service and advisory expenskstribution expense related to the European itrnature initiative)

@)

®)

plus our proportional share of the net revenuesunfjoint venture investments, plus managementpartbrmance fees earned from, less other reverageded by
consolidated investment products. See Item 7, “danment's Discussion and Analysis of Financial Cionliand Results of OperatiorsSchedule of NorGAAP
Information,” for the reconciliation of operatingwenues to net revenues.

Adjusted operating margin is adjusted operatingine divided by net revenues. Adjusted operatingrime includes operating income plus our proporticare c
the operating income of our joint venture investteenransaction and integration charges, amortimabf acquisitiorrelated prepaid compensation and c
intangibles, compensation expense related to maedeation changes in deferred compensation pthespperating income impact of the consolidatiomeéstmer
products, and other reconciling items. See ltefiMAnagement's Discussion and Analysis of FinanCianhdition and Results of Operations - Schedule @iSAAP
Information,” for the reconciliation of operatingdome to adjusted operating income.

Adjusted net income is net income attributaibleommon shareholders adjusted to add back thosaand integration charges, amortization of &itjan-relatec
prepaid compensation and other intangibles, thady distribution expense related to the Europeémastructure initiative, and the tax cash flownbéts resultin
from tax amortization of goodwill and indefinitred intangible assets. Adjusted net income exaduthe net income of consolidated investment pisdand the n
income impact of deferred compensation plans ahdrateconciling items. Adjusted net income alsdudes the company's proportional share of net neegran
operating income from joint venture investments. &jculation, adjusted diluted EPS is adjustedinedme divided by the weighted average number afes
outstanding (for diluted EPS). See Item 7, “Managets Discussion and Analysis of Financial Conditemd Results of OperationsSchedule of NorGAAP
Information,” for the reconciliation of net incorbe adjusted net income.

22




Table of Contents

Item 7. Management's Discussion and Analysis of Financi@bndition and Results of Operations
Executive Overview

The following executive overview summarizes thengigant trends affecting our results of operati@msl financial condition for the periods presentiis overviev
and the remainder of this management's discussidraaalysis supplements, and should be read inugotipn with, the Consolidated Financial Statemeftavesco Ltc
and its subsidiaries (collectively, the “company™mvesco”) and the notes thereto contained elssein this Annual Report on Form 10-K.

During 2012 global equity markets produced stroasgitive returns as evidenced by the returns ofS&& 500 index, which was up over 13%, the Nikkeb 22dex
which increased almost 23% in the year and the MB@¢&rging Market index which gained over 15% in 20ILhe markets recovered from the significant vitiatand

negative sentiment experienced during 2011 as teamsthe solvency of peripheral European sovese@ the fiscal situation in the U.S. subsided.

The table below summarizes the year ended DeceBibmturns based on price appreciation of seveagdmmarket indices for 2012 , 2011 , and 2010 :

Year ended December 31,

Index 2012 2011 2010
S&P 500 13.4% 0.0% 12.8%
FTSE 100 5.8% (5.6)% 9.0%
Nikkei 225 22.9% (17.3)% (3.0%)
MSCI Emerging Markets 15.2% (20.4)% 4%6.

Throughout 2012, Invesco continued to deliver sirdong-term investment performance, maintainedbitsis on its clients, and enhanced its profilthmindustry.

As a global investment management firm dedicatedetivering investment excellence to our clientselsco is committed to further strengthening arttaening ou
best-inelass risk management approach. A key factor iresnu's ability to weather the economic storms ef fihst three years was our integrated approacisk
management.

Invesco's enterprise risk management (ERM) appraembedded in its management processes acroesgdueization. Broadly, our approach includes tweegnanc
structures - one for investments and another femess risk.

« Investment risk oversight is supported by the Glétmformance Measurement and Risk group and trestment team
« Business risk oversight is supported by the ComedRisk Management Committee and related commi

Our Global Performance Measurement and Risk groopiges senior management and the Board with indigb core investment risks, while our Corporatsk
Management Committee facilitates a focus on stiategerational and other key business risks. arthusiness component, functional, and geograjgkananageme
committees maintain an ongoing risk assessmenepsaihat provides a bottoap- perspective on the specific risk areas exigtingarious domains of our business. A
value of a robust enterprise risk management psote$acilitating the flow of information and insigacross the organization and applying that infdiom to mor
effectively managing risk. Through this regular amahsistent risk communication, the Board has messle assurance that all material risks of the @mpare bein
addressed and that the company is propagating-awiare culture in which effective risk managemerste®n into the fabric of the business. As a resiutiur efforts it
this area, S&P has designated our enterprise riskagement rating as "strong."

In addition, we benefited from our lonigrm efforts to ensure a diversified base of asseder management. One of Invesco's core strermgtidsa key differentiator f
the company within the industry, is our broad déifization across client domiciles, asset classek distribution channels. Our geographical diveratfon recognize
growth opportunities in different parts of the wbrlThis broad diversification enables Invesco tdhstand different market cycles and take advantafggrowtr
opportunities in various markets and channels.
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Presentation of Management's Discussion and Analysbf Financial Condition and Results of Operations

The company provides investment management sertdceend has transactions with, various privateitgqueal estate, fund-diinds, collateralized loan obligati
products (CLOs), and other investment entities spoed by the company for the investment of cliessiets in the normal course of business. The comparves as ti
investment manager, making dayetay investment decisions concerning the assetheoptoducts. Certain of these entities are cormst@dl under variable interest
voting interest entity consolidation guidance. Beet Il, Item 8, Financial Statements and SuppléargrData - Note 1, “Accounting Policies” and N@@, “Consolidate
Investment Products,” for additional details.

The majority of the company's consolidated invesinpeoduct balances are CL®lated. The collateral assets of the CLOs are salely to satisfy the obligations
the CLOs. The company has no right to the beng&éits, nor does it bear the risks associated wita,dollateral assets held by the CLOs, beyond ehgpany's minim:
direct investments in, and management and perfaenéees generated from, the CLOs. If the compamg weeliquidate, the collateral assets would noabailable to th
general creditors of the company, and as a rekelitompany does not consider them to be compagtsasidditionally, the investors in the CLOs haweerecourse to ti
general credit of the company for the notes isdqyetthe CLOs. The company therefore does not consiifedebt to be a company liability.

The impact of consolidation of investment produstso significant to the presentation of the conypmrinancial statements (but not to the underlyimgricia
condition or results of operations of the compatigt the company has elected to deconsolidate mesgRicts in its nolGAAP disclosures. The following discuss
therefore combines the results presented underdéi®rally accepted accounting principles (GAARhwhe company’s noGAAP presentation. There are four dist
sections within this Management's Discussion andlgsis of Financial Condition and Results of Opierat after the Assets Under Management discussion:

* Results of Operations (years ended Decembe2(B12 compared to December 31, 2011 compared tonileere31, 2010);
e Schedule of NoiGAAP Information

* Balance Sheet Discussion; i

« Liquidity and Capital Resourct

Each of the financial statement summary sectioes(Rs of Operations, Balance Sheet DiscussionLapddity and Capital Resources) begins with dealustrating
the impact of the consolidation of investment prdduelative to the company's consolidated tofEe impact is illustrated by a column which sho¥ws tollarvalue
change in the consolidated figures, as caused é&ydmsolidation of investment products. For examfile impact of consolidated investment productsoparatin
revenues for the year ended December 31, 2012 w4$.@) million. This indicates that the consolidation of investineroducts reduced consolidated revenues b
amount, reflecting the elimination upon their cdidation of the operating revenues earned by Invéscmanaging these investment products.

The narrative that follows each of these secti@magately provides discussion of the underlyingritial statement activity for the company, befarasolidation ¢
investment products, as well as of the financiateshent activity of consolidated investment produétdditionally, wherever a noBAAP measure is referencec
disclosure will follow in the narrative or in thete referring the reader to the Schedule of Non-BAAformation, where additional details regardihg tise of the non-
GAAP measure by the company are disclosed, alotiyg meconciliations of the most directly comparabl&. GAAP measures to the n@AAP measures. To furth
enhance the readability of the Results of Operat®gection, separate tables for each of the revexpense, and nasperating income/expense sections of the inc
statement introduce the narrative that followsyjalimg a section-by-section review of the compangtome statements for the periods presented.
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Summary Operating Information

Summary operating information for 2012 , 2011 afdi®@is presented in the table below.

$ in millions, other than per share amounts, percetages and AUM Year ended December 31,

U.S. GAAP Financial Measures Summary 2012 2011 2010
Operating revenues $4,177.( $4,092.. $3,487.
Operating income $871.t $898.: $589.¢
Operating margin 20.% 21.%% 16.9%
Net income attributable to common shareholders $677.. $729.7 $465.°
Diluted EPS $1.4¢ $1.57 $1.01
Debt/equity ratio including consolidated investmprdducts (%) 56.2% 74.8% 76.7%

Non-GAAP Financial Measures Summary

Net revenue¥’ $2,959.( $2,898. $2,521..
Adjusted operating inconi@ $1,045.: $1,068. $897.°
Adjusted operating margifl 35.2% 36.9% 35.6%
Adjusted net income attributable to common shadrs® $776." $781.¢ $639.
Adjusted diluted EPS $1.71 $1.6¢ $1.3¢
Debt/equity ratio excluding consolidated investmgnmatducts (%) 14.5% 16.5% 16.%%

Assets Under Management
Ending AUM (billions) $687. $625.: $616.!
Average AUM (billions) $664. $634.: $532.:

(1) Net revenues is a n-GAAP financial measure. See Item 6. "Selected riiizd Data," footnote 1, for the definition of thiseasure. See “Schedule of NGAAP
Information” for the reconciliation of operatingvenues to net revenues.

(2) Adjusted operating income and adjusted opggathargin are noGAAP financial measures. See Item 6. "Selectedrfeiad Data," footnote 2, for the definition
these measures. See “Schedule of Non-GAAP Infoamafor the reconciliation of operating income tjusted operating income.

(3) Adjusted net income attributable to commonrshalders and adjusted diluted EPS are G&#P financial measures. See Item 6. "Selectedrfgiah Data," footnot
3, for the definition of these measures. See “Saleedf Non-GAAP Information” for the reconciliatiasf net income to adjusted net income.

(4) The debt-to-equity ratio excluding consolidhievestment products is a n@AAP financial measure. See the "Liquidity and GapResources" section fol
recalculation of this ratio and other importanttbsures.
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Investment Capabilities Performance Overview

Invesco's first strategic priority is to achieveosy investment performance over the long-termdiar clients. Longerm performance in our equities capabilities
measured by the percentage of AUM ahead of bend¢harat ahead of peer median, is generally stronly sotne pockets of outstanding performance. Withinemuity
asset class, U.K. and Global Ex U.S. and Emergiagkkts have had strong relative performance, wih & more of assets beating their peer group andhmark ove
three- and five-year periods. U.S. Value fundseetflstrong performance with 99% and 94%, respdgtivé assets beating benchmarks and peers oneg/diar basit
Within our fixed income asset class, Stable Valt@pcts have achieved excellent long-term perfooaamith 100% of AUM ahead of benchmarks and peera one;
three-, and five-year basis.

Benchmark Comparison Peer Group Comparison
% of AUM Ahead of Benchmark % of AUM In Top Half of Peer Group
1yr 3yr 5yr 1yr 3yr 5yr
Equities U.S. Core 22% 2% 82% 37% 40% 60%
U.S. Growth 35% 29% 24% 3C% 25% 62%
U.S. Value 53% 55% 9%% 74% 73% 94%
Sector 63% 65% 58% 43% 29% 3%
U.K. 11% 99% 98% 9% 98% 94%
Canadian 10C% 56% 81% 100% 52% 56%
Asian 49% 45% 46% 37% 44% 44%
Continental European 70% 70% 94% 45% 58% 58%
Global 5% 80% 88% 62% 73% 60%
Global Ex U.S. and Emerging
Markets 25% 88% 99% 15% 87% 90%
Other Alternatives 51% 60% 68% 7% 54% 6%
Balanced 47% 45% 77% 97% 83% 95%
Fixed Income Money Market 60% 33% 72% 97% 96% 93%
U.S. Fixed Income 64% 90% 58% 81% 81% 7%
Global Fixed Income 86% 62% 89%% 91% 41% 86%
Stable Value 10C% 10C% 10(% 10(% 10C% 10(%

Note: AUM measured in the one-, three-, and five-year ggoup rankings represents 59% , 59% , and 6b6%6tal Invesco AUM, respectively, and AUM measl
versus benchmark on a one-, three-, and five-yasislsepresents 72% , 71% , and 67% of total Irve&éM, respectively, as of December 31, 20Ber grou
rankings are sourced from a widelged third party ranking agency in each fund's etakipper, Morningstar, IMA, Russell, Mercer, eWagnt Alliance
SITCA) and asset-weighted in USD. Rankings aref gsior quarter-end for most institutional produetsd preceding montbnd for Australian retail funds due
their late release by third parties. Rankings far most representative fund in each GIPS compaséeapplied to all products within each GIPS coritpc
Excludes passive products, closed-end funds, jeriequity limited partnerships, non-discretionargedi real estate, unit investment trusts funduoids with
component funds managed by Invesco, stable valigirgiblock funds and CLOs. Certain funds and pictd were excluded from the analysis because dtield
benchmark or peer group data. Had these been blegilesults may have been different. These resutispreliminary and subject to revision. Perforoe
assumes the reinvestment of dividends. Past peafurenis not indicative of future results and mayrefiect an investor's experience.
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Assets Under Management

The company's rolling presentation of AUM from pekito period (on the following pages) illustrateadterm inflows and outflows separately from the dews intc
institutional money market funds. Longrm inflows and the underlying reasons for the ements in this line item include investments froewrclients, existing clien
adding new accounts/funds or contributions/subsorip into existing accounts/funds, and new fundingimitments into private equity funds. We preseattflows intc
institutional money market funds separately becabseeholders of those funds typically use thershastierm funding vehicles and because their flows amtiqularly
sensitive to short-term interest rate movements.

The discussion below includes presentation of AMPassive and Active. Passive AUM includes ETF$sUhonfee earning leverage, foreign exchange overlay
other passive mandates. Active AUM is total AUMsI@assive AUM.

There are numerous drivers of AUM inflows and awf$, including individual investor decisions to nba investment preferences, fiduciaries making drasse
allocation decisions on behalf of advised cliemtd eeallocation of investments within portfolioseVire not a party to these asset allocation desisas the company d¢
not generally have access to the underlying invisstiecisionmaking process, including their risk appetite quidity needs. Therefore, the company is not ilsitn tc
provide meaningful information regarding the drivef inflows and outflows.

AUM at December 31, 2012 were $687.7 billion ( Dmber 31, 2011 : $625.3 hillion ; December 31, 20$616.5 billion ). During the year ended Decenikr2012,
net long-term inflows increased AUM by $12.4 biflio while positive market movements increased AUM$E8.8 billion . We experienced net inflowsinstitutiona
money market funds of $0.1 billion , increases ldM of $2.8 billion due to changes in foreign exchanates, and net outflows from dispositions of B Hillion during
the year ended December 31, 2012 . During the gieded December 31, 2011 , net inflows increased AlyN$19.2 billion and negativearket movements decrea
AUM by $15.3 billion. We experienced net inflowsiimstitutional money market funds of $5.3 billiaifset by decreases in AUM of $0.4 billion due k@nges in foreic
exchange rates during the year ended December031, 2During the year ended December 31, 2046t inflows increased AUM by $5.5 billion and fiv® marke
movements increased AUM by $43.9 billion. We expecied net outflows in institutional money marketds of $15.5 billion and increases in AUM of $lillidn due tc
changes in foreign exchange rates during the yededDecember 31, 201@cquisitions added $121.5 billion of AUM in 20liicluding $114.6 billion of AUM added
June 1, 2010 with the acquisition of Morgan Staslegtail asset management business, includinglanpen Investments (the “acquired business” or‘dleguisition”).
Average AUM during the year ended December 31, 2042 $664.4 billion , compared to $634.3 billiam the year ended December 31, 2011 and $532i8rbidr the
year ended December 31, 2010 .

Net inflows during the year ended December 31, 26&Rided net long-term inflows of passive AUM df1$1 billion and active net long-term inflows of.$billion .
Net flows were driven by net inflows into both aetail and institutional distribution channels$10.4 billion and $0.3 billion respectively, primarily in the fixed incoi
and balanced asset classes, while our equity elssst experienced net outflows of $9.3 billion.t Mdélows during the year ended December 31, 2@tluded net long-
term inflows of passive AUM of $17.5 billion andtae net longterm AUM inflows of $1.7 billion. Net flows in 201Were driven by positive net inflows of $9.1 bit
into our retail and $8.9 billion into institutiondistribution channels, primarily in the fixed asskss, while our equity asset class experiene¢dutflows of $7.9 billion.

Market gains and losses/reinvestment of AUM inctutlee net change in AUM resulting from changes arkat values of the underlying investments fromiquetc
period and reinvestment of client dividends. Ascdssed in the “Executive Overview” section of tManagemeng Discussion and Analysis, global equity mar
produced strong returns during the year ended DieeeB1, 2012 , contrasting with overall declinepegienced in the year ending December 31, 2011h©%48.€
billion increase in AUM resulting from market gaidaring the year ended December 31, 2012 , $38i8rbof this increasevas due to the change in value of our ec
asset class. Our fixed income, balanced, and aligas asset classes were also positively impaayethe change in market valuations during the pler®f the tote
decrease in AUM resulting from market losses dutirgyear ended December 31, 20%14.8 billion was due to the change in value wfequity asset class, decrea:
in line with equity markets globally. Of the $43lion increase in AUM resulting from market inases during the year ended December 31, 2833.4 billion of thi
increase was due to the change in value of ourtyegsset class, in line with increases in the S&P &nd the FTSE 100 indices of 12.8% and 9.0% exsly, durin
that period.

Foreign exchange rate movements in our AUM resaitfthe effect of changes in foreign exchange riaes period to period as ndn-S. Dollar denominated AUM
translated into U.S. Dollars, the reporting cursen€ the company. The impact of the change in fgreéxchange rates in the year ended December 32,v28s drivel
primarily by the strengthening of the Pound Sterlielative to the U.S. Dollar, which was reflectadhe translation of our Pound Sterlibgsed AUM into U.S. Dollar
the strengthening of the Canadian Dollar relativéhie U.S. Dollar, which was reflected in the ttatisn of our Canadian Dolldzased AUM into U.S. Dollars, and
strengthening of the Euro relative to the U.S. Biglvhich was reflected in the translation
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of our Euro-based AUM into U.S. Dollars. This wasty offset by the weakeningf the Japanese Yen relative to the U.S. Dollaickivas reflected in the translatior
our Yen-based AUM into U.S. Dollars. The impacttoé change in foreign exchange rates in the yeded®December 31, 2011 was driven primarily bystiengthenin
of the Japanese Yen relative to the U.S. Dollattiglly offset by the weakeningf the Pound Sterling, Canadian Dollar and Euratiet to the U.S. Dollar. The impact
the change in foreign exchange rates at Decemb&®D was driven by the strengthenofghe Canadian Dollar and Japanese Yen relatitked).S. Dollar, offset t
the weakening of the Pound Sterling and the Euro.

The table below illustrates the spot foreign exgfgarates for translation into the U.S. Dollar, thporting currency of the company, at December2812 , 2011 anc
2010:

December 31, 2012 December 31, 2011 December 31, 2010
Pound Sterling ($ per £) 1.625 1.555 1.565
Canadian Dollar (CAD per $) 0.996 1.018 99a.
Japan (¥ per $) 86.520 76.950 81.080
Euro ($ per Euro) 1.319 1.299 1.342

Net revenue yield on AUM decreased 1.2 basis pem#A.5 basis points in the year ended Decembe?@®12 from the year ended December 31, 2644l of 45.
basis points. Excluding performance fees, the enue yield decreased 1.5 basis points to 43i8 pamts in the year ended December 31, Z0dd the year ende
December 31, 201tevel of 45.1 basis points. Changes in our AUM migmificantly impact our net revenue yield. For exde, on an asset class basis, our equity /
generally earn a higher net revenue rate than moraket AUM. The tables that follow also analyze Mlhto active and passive style. Passive AUM gelherarn ¢
lower effective fee rate than active asset clasdeDecember 31, 2012 , passive AUM were $114liobi, representing 16.6%f total AUM at that date; whereas
December 31, 2011 , passive AUM were $96.3 billi@presenting 15.4% of our total AUM at that datethe year ended December 31, 201Be net revenue yield
passive AUM was 9.3 basis points compared to 18sshpoints in the year ended December 31, 20 teduction of 1.5 basis points. The net reveyiakl (before
performance fees) on active AUM has been more estabbucing from 50.8 basis points in the year dnidecember 31, 201tb 50.4 basis points in the year en
December 31, 2012The higher proportion of passive AUM combinedhntite lower yield earned by passive AUM resultethim majority of the overall yield reducti
experienced in 2012 when compared to 2011. Thee&ser in passive AUM includes the movements in theelPshares QQQ Nasdaqo index tracking fund. Tl
Powershares QQQ fund AUM increased to $30.4 bikibBecember 31, 2012 compared to $25.6 billidbetember 31, 2011, an increase in passive AUM ¢& Blion.
The revenue yield for Invesco on this product sslthan 1 basis point, reimbursing Invesco forptihrfolio trading services provided to the fundddlows into and out «
this product therefore have a significant impacthlmoverall net revenue yield and are a signifi¢actor in the year-on-year yield reduction.

Although net revenue yield reduced on a yeassear basis, this trend reversed during the secalfdoh2012 due to improving equity markets as veslinet inflows i
the balanced asset class, including strong net Aldiis in our Continental European business. Tharmzd asset class includes the Invesco Balancé&dARecation
strategy range of products. AUM for this strateggahed $18.7 billion as at December 31, 2012 cosdpar$5.2 billion at December 31, 2011, an in@eaxs$13.5 billiol
during the year. These active AUM inflows assistedtabilizing the active and passive AUM mix arwhiributed to a net revenue yield before perforneaiees of 44.
basis points in the final quarter of 2012 compacetthe 43.6 basis points recorded for the year@ndecember 31, 2012 .

Gross revenue yield on AUM decreased 1.7 basigpton63.2 basis points in the year ended DeceBihe2012 from the year ended December 31, 2846l of 64.¢
basis points. Management does not consider gressiue yield, the most comparable U.S. GAdSed measure to net revenue yield, to be a mdaheftective fee rat
measure. The numerator of the gross revenue yieltbare, operating revenues, excludes the managésesrgarned from consolidated investment prodactsever, th
denominator of the measure includes the AUM ofeéhasestment products. Therefore, the gross revgialé measure is not considered representatiteetompany
true effective fee rate from AUM. See “Scheduldoh-GAAP Information” for a reconciliation of opéirag revenues (gross revenues) to net revenues.
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Changes in AUM were as follows:

$in billions Total AUM Active Passive Total AUM Active Passive Total AUM Active Passive
2012 2012 2012 2011 2011 2011 2010 2010 2010
January 1 625.¢ 529.( 96.2 616.5 535.7 80.€ 459.f 406.5 53.C
Long-term inflows 164.C 106.€ 57.¢ 177.€ 106.2 71.: 154.% 84.€ 70.1
Long-term outflows (151.6) (105.%) (46.%) (158.9) (104.¢) (53.§) (149.%) (83.9) (65.€)
Long-term net flows 12.¢ 1.3 11.1 19.2 1.7 17.5 5.t 1.2 4.2
Net flows in institutional mone!
market funds 0.1 0.1 = 5.3 5% = (15.5) (15.5) —
Market gains and
losses/reinvestment 48.¢ 41.¢ 7.C (15.9) (13.9 (2.3 43.¢ 36.2 7.€
Acquisitions/dispositions, net (1.7) (1.7) — — — — 121t 107.1 14.£
Foreign currency translation 2.€ 3.2 (0.9 (0.9 (0.5 0.1 1.€ 0.1 1.t
December 31 687.7 573.7 114.C 625.% 529.( 96.2 616.5 535.7 80.¢
Average long-term AUM 595.¢ 485.2 110.2 566.( 4747 91.c 463.5 393.¢ 69.7
Average institutional money
market AUM 69.C 69.C — 68.2 68.2 — 68.¢ 68.¢ —
Average AUM 664.4 554.2 110.2 634.% 543.( 91.c 532.% 462.¢ 69.7
Gross revenue yield on AU 63.2bp: 73.9bp: 9.3bp: 64.9bp: 74.0bp: 10.8bp: 66.0bp: 74.3bp: 10.8bp:
Gross revenue yield on AUM
before performance feés 62.3bp: 72.9bp: 9.3bp: 64.3bp: 73.3bp: 10.8bp: 65.5bp: 73.8bp: 10.8bp:
Net revenue yield on AUNP 44.5bp: 51.6bp: 9.3bp: 45.7bp: 51.6bp: 10.8bp: 47.4bp: 52.9bp: 10.8bp:
Net revenue yield on AUM
before performance fe&s 43.6bp: 50.4bp: 9.3bp: 45.1bp: 50.8bp: 10.8bp: 46.9bp: 52.3bp: 10.8bp:

(1) Gross revenue yield on AUM is equal to annualizgdltoperating revenues divided by average AUMJwing joint venture (JV) AUM. Our share of the aage
AUM in 2012 for our JVs in China was $3.0 billior2Q11 : $3.3 billion , 2010 : $3.6 billion It is appropriate to exclude the average AUMuof JVs for purposes
computing gross revenue yield on AUM, because ¢hrerrues resulting from these AUM are not preseimtedir operating revenues. Under U.S. GAAP, ouresind
the pre-tax earnings of the JVs is recorded agyeguearnings of unconsolidated affiliates on @ansolidated Statements of Income.

(2) Net revenue yield on AUM is equal to annualized neeenues divided by average AUM. £‘Schedule of Non-GAAP Informationfor a reconciliation of operatii
revenues to net revenues.
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Our AUM by channel, by asset class, and by cliemidile were as follows:
Total AUM by Channel ®

Private Wealth

$ in billions Total Retail Institutional Management

January 1, 2012 AUM 625.% 373.¢ 233.t 17.¢
Long-term inflows 164.( 131.% 28.C 4.3
Long-term outflows (151.¢ (121.9) (27.7) (2.6)
Long-term net flows 12.4 10.4 0.2 1.7
Net flows in institutional money market funds 0.1 — 0.1 —
Market gains and losses/reinvestment 48.¢ 37.2 11.2 0.3
Acquisitions/dispositions, net 2.7 — a.7) —
Foreign currency translation 2.8 4.2 1.9 —
December 31, 2012 AUM 687.% 425.¢ 242.( 19.¢
January 1, 2011 AUM 616.5 378.1 221.¢ 17.C
Long-term inflows 177.€ 135.¢ 38.7 3.t
Long-term outflows (158.9) (126.9) (29.¢) 2.3
Long-term net flows 19.2 9.1 8.¢ 1.2
Net flows in institutional money market funds .3 — .3 —
Market gains and losses/reinvestment (15.9) (12.9) (2.7 0.3
Foreign currency translation 0.9 (1.0 0.€ —
December 31, 2011 AUM 625.% 373.¢ 233.t 17.¢
January 1, 2010 AUM 459.t 239.1 205.2 15.2
Long-term inflows 154.% 106.2 45.2 3.3
Long-term outflows (149.9 (107.9 (39.6) (2.9
Long-term net flows 5. 2.2 5.€ 11
Net flows in institutional money market funds (15.5) — (15.5) —
Market gains and losses/reinvestment 43.¢ 36.¢ 6.4 0.7
Acquisitions/dispositions, net 121.F 104.( 17.t —
Foreign currency translation 1.€ (0.€) 2.2 —
December 31, 2010 AUM 616.5 378.1 221.¢ 17.C

See accompanying notes immediately following¢h&UM tables.
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Passive AUM by Channef®

$ in billions

January 1, 2012 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Foreign currency translation

December 31, 2012 AUM

January 1, 2011 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Foreign currency translation

December 31, 2011 AUM

January 1, 2010 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Acquisitions/dispositions, net

Foreign currency translation

December 31, 2010 AUM

See accompanying notes immediately followingéh&UM tables.
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Private Wealth

Total Retail Institutional Management

96.5 76.€ 19.4 —
57.4 52.4 5.0 —_
(46.9 (44.9 ) —
11.1 7.5 3.6 —_
7.0 6.8 0.2 —
0.9 — 049 —
114.C 91.2 22.¢ —
80.¢ 70.€ 10.z —_
7L 59.¢ 11.4 =
(53.9) (52.0 (1.9 —_
17.5 7.9 9.6 =
(2. (1.6 (0.5 —
0.1 —_ 0.1 —_
96.5 76.€ 19.4 —
53.C 48.1 4.9 —
70.1 51.2 18.¢ —
(65.9) (47.9 (18.6) —
4.3 4.0 0.3 —
7.6 4.8 2.8 —_
14.4 13.7 0.7 —
15 —_ 15 —_
80.€ 70.€ 10.2 —




Table of Contents

Total AUM by Asset Class®

Money

$ in billions Total Equity Fixed Income Balanced Market Alternatives ©

January 1, 2012 AUM 625.% 271.( 149.( 44.¢€ 74.C 86.7
Long-term inflows 164.C 81.2 38.¢ 21.t 2.7 19.5
Long-term outflows (151.¢ (90.7) (25.9) (8.5) 3.9 (23.9)
Long-term net flows 12.4 9.9 13.1 13.C 0.7) 3.7
Net flows in institutional money market funds 0.1 — — — 0.1 —
Market gains and losses/reinvestment 48.¢ 33.2 9.4 3.8 0.3 2.4
Acquisitions/dispositions, net 2.7) — — — — @.7)
Foreign currency translation 2.8 2.4 0.4 0.7 — 0.9
December 31, 2012 AUM 687.1 297.¢ 171.¢ 62.1 78E © 83.C
January 1, 2011 AUM 616.5 294.( 132.( 43.t 68.2 78.7
Long-term inflows 177.€ 94.2 38.¢ 10.¢ 2.2 31t
Long-term outflows (158.9 (102.9) (25.7) (7.9 (2.0 (21.9)
Long-term net flows 19.2 (7.9 13.7 3.C 0.2 10.2
Net flows in institutional money market funds 5.3 — — — 5.3 —
Market gains and losses/reinvestment (15.9) (14.9) 3.2 (1.6) 0.2 2.9
Foreign currency translation (0.9 0.9 0.1 (0.3 — 0.1
December 31, 2011 AUM 625.% 271.( 149.( 44.¢€ 74.C 86.7
January 1, 2010 AUM 459.t 192.¢ 76.2 39.¢ 83.F 67.%
Long-term inflows 154.% 95.¢ 32.7 8.2 i3 16.5
Long-term outflows (149.9 (104.9) (19.9) (7.9 (1.9 (16.9
Long-term net flows 5.5 (8.€) 13.€ 0.8 (0.9) 0.1
Net flows in institutional money market funds (15.5) — — — (15.5) —
Market gains and losses/reinvestment 43.¢ 3314 4.2 2.5 0.1 3.7
Acquisitions/dispositions, net 121t 75.1 37.¢ 0.3 0.€ 7.€
Foreign currency translation 1.€ 1t 0.1 — — —
December 31, 2010 AUM 616.5 294.( 132.( 43.t 68.2 78.1

See accompanying notes immediately followingéh&UM tables.
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Passive AUM by Asset Clas®

$ in billions

January 1, 2012 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Foreign currency translation

December 31, 2012 AUM

January 1, 2011 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Foreign currency translation

December 31, 2011 AUM

January 1, 2009 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Acquisitions/dispositions, net

Foreign currency translation

December 31, 2010 AUM

See accompanying notes immediately followingéh&UM tables.
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Money
Total Equity Fixed Income Balanced Market Alternatives ©

96.c 45.¢ 30.C — — 20.7
57.4 41.7 11.2 —_ —_ 4.t
(46.9) (37.9) (2.7) — — (5.9)
11.1 4.C 8.t —_ —_ (1.9)
7.C 5.6 0.t — — 0.€
(0.4) — — — — (0.4)
114.C 55t 39.C — — 19.t
80.¢ 42.¢ 19.¢ —_ —_ 18.2
71.: 46.¢ 12.1 — — 12.c
(53.9) (42.¢) (2.€) —_ —_ (8.€)
17.5 2 95 — = 3.7
(2. (1.5) 0.7 — — (1.2
0.1 —_ —_ —_ —_ 0.1
96.2 45.¢ 30.C — — 20.7
53.C 31.1 4.C — — 17.€
70.1 56.5 74 — — 6.2
(65.9) (56.9) (1.4) — — (8.)
43 0.2 6.C — — (1.9)
7.€ 5.€ 0.€ —_ —_ 14
14.< 4.t 9.2 — = 0.7
1.t 14 —_ —_ —_ 0.1
80.¢ 42.¢ 19.¢ — — 18.2
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Total AUM by Client Domicile ®

$ in billions

January 1, 2012 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Acquisitions/dispositions, net

Foreign currency translation

December 31, 2012 AUM

January 1, 2011 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Foreign currency translation

December 31, 2011 AUM

January 1, 2010 AUM

Long-term inflows

Long-term outflows

Long-term net flows

Net flows in institutional money market funds
Market gains and losses/reinvestment
Acquisitions/dispositions, net

Foreign currency translation

December 31, 2010 AUM

See accompanying notes immediately following¢h&UM tables.
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Continental
Total u.s. Canada U.K. Europe Asia®

625.% 430.( 23.2 89.¢ 32.C 50.1
164.( 113.7 3.8 13.£ 20.€ 12.5
(151.¢ (101.5 (5.0 (15.9) 24.9 (15.0
12.4 12.2 1.2 (2.9 5.7 (2.5)
0.1 0.€ 0.1 0.2 — (0.9
48.¢ 30.C 2.8 10.4 2L 3.€
a.7) — — 2.7) —
2.8 — 0.€ 3.7 0.2 1.9
687.1 472.¢ 25.2 101.¢ 38.¢ 49.C
616.5 415.¢ 27.¢ 92.1 35.2 45.¢
177.¢ 120.¢ 2.€ 14.5 17.2 23.1
(158.9) (106.9) (5.7) (13.9) (18.9) (13.6)
19.2 13.t 3.1 0.t 1.2 9.t
5.2 5.7 0.1 0.7) (0.2) 0.3
(15.9) (4.€) 0.9) (2.6) (1.6) (6.7)
(0.4) — (0.7) (0.5) (0.4) 1.2
625.% 430.( 23.¢ 89.¢ 32.C 50.1
459.t 294.1 29.C 84.¢ 24.4 27.1
154.7 94.1 2.1 16.2 15.7 26.¢€
(149.9) (88.9) (6.9) 14.7) (12.9) (27.9)
516 5853 4.7) 2.1 34 (0.€)
(15.5) (16.5 —_ (2.5) 3.t (1.0
43.¢ 30.C 2.2 7.C 2.C 2.7
121t 102.¢ 0. 1.8 2.¢ 14.1
1.€ 0.2 1.3 (2.2 (0.9 3.5
616.5 415.¢ 27.¢ 92.1 35.: 45.¢
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Passive AUM by Client Domicile®

Continental

$ in billions Total u.s. Canada U.K. Europe Asia®
January 1, 2012 AUM 96.: 89.¢ — — il 5.4
Long-term inflows 57.2 56.7 0.1 — 0.2 0.4
Long-term outflows (46.%) (45.2) — — (0.€) (0.5)
Long-term net flows 11.1 11t 0.1 — (0.4) (0.7
Net flows in institutional money market funds — — — — — —
Market gains and losses/reinvestment 7.C 6.7 — — 0.2 0.1
Foreign currency translation (0.4) — — — — (0.9
December 31, 2012 AUM 114.C 107.¢ 0.1 — 1.1 5.C
January 1, 2011 AUM 80.¢ 77.% — — 1.2 2.2
Long-term inflows 71.2 67.5 — — 0.5 8e
Long-term outflows (53.9) (53.9 — — (0.9 —
Long-term net flows 17.t 14.1 — — 0.1 8e
Net flows in institutional money market funds — — — — — —
Market gains and losses/reinvestment (2.2 (1.9 — — — 0.9
Foreign currency translation 0.1 — — — — 0.1
December 31, 2011 AUM 96.2 89.¢ — — 1.3 5.4
January 1, 2010 AUM 53.C 50.2 — — 1.1 1.7
Long-term inflows 70.1 54.1 — — 0.2 15.¢
Long-term outflows (65.€) (46.9) — — 0.3 (18.€)
Long-term net flows 4.2 7.2 — — (0.2 (2.9
Net flows in institutional money market funds — — — — —

Market gains and losses/reinvestment 7.€ 6.2 — — 0.2 1.z
Acquisitions/dispositions, net 14.¢ 13.7 — — — 0.7
Foreign currency translation 1kt — — — — 1t
December 31, 2010 AUM 80.¢ 77.8 = = 12 2.3

(1) Channel refers to the distribution channel fromahkhihe AUM originated. Retail AUM arose from cli@dnvestments into funds available to the publidwghares ¢
units. Institutional AUM originated from individuatorporate clients, endowments, foundations, gawemt authorities, universities, or charities. PrvaVealtl
Management AUM arose from high net worth clientastments.

(2) Asset classes are descriptive groupings of AUMdiymon type of underlying investmei

(3) See Partl, Item 1, “Business - ObjectivesAsget Classfor a description of the investment objectivesuiigld within the Alternatives asset cli

—~ o~
[
= =

Ending Money Market AUM includes $69.4 billiaminstitutional money market AUM and $3.9 billianretail money market AUN
Client domicile disclosure groups AUM by the dorfeaf the underlying client

—~
[2})

Net flows in Asia in 2010 were driven by an inflaf$15.8 billion in the three months ended June2Bd,0 and an outflow of $18.6 billion in the threenths ende
December 31, 2010 related to a passive mandatgpanJwvhich was a post-close direct consequendedafdquired business.
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Results of Operations for the Years Ended Decembe1, 2012 compared to December 31, 2011 comparedtecember 31, 2010

The company provides investment management sertdceend has transactions with, various privateitgqueal estate, fund-diinds, collateralized loan obligati
products (CLOs), and other investment entities spoed by the company for the investment of cliessiets in the normal course of business. The comparves as ti
investment manager, making dayetay investment decisions concerning the assetheoptoducts. Certain of these entities are cormst@dl under variable interest
voting interest entity consolidation guidance. Beet Il, Item 8, Financial Statements and SuppléargrData - Note 1, “Accounting Policies” and N@@, “Consolidate
Investment Products,” for additional details.

The majority of the company's consolidated invesiinpeoducts balances are Clr@lated. The collateral assets of the CLOs are $allely to satisfy the obligations
the CLOs. The company has no right to the beng&éits, nor does it bear the risks associated wita,dollateral assets held by the CLOs, beyond ehgpany's minim:
direct investments in, and management fees gekirate, the CLOs. If the company were to liquiddte collateral assets would not be available ¢ogieneral credito
of the company, and as a result, the company dotesomsider them to be company assets. Additiontilly investors in the CLOs have no recourse tgémeral credit «
the company for the notes issued by the CLOs. Dhepany therefore does not consider this debt @ c@mpany liability. To assist in the comparisahs, discussion th
follows will separate the impact of consolidatedestment products from the overall consolidatedltef operations. The discussion includes the afseonGAAP
financial measures. See “Schedule of Non-GAAP Infation” for additional details and reconciliatioofsthe most directly comparable U.S. GAAP meastwethe non-
GAAP measures.

Summary of Income Statement Impact of Consolidatethvestment Products

December 31, 2012 December 31, 2011 December 31, 2010
Impact of Impact of Impact of

Consolidated Invesco Ltd. Consolidated Invesco Ltd. Consolidated Invesco Ltd.
$ in millions Investment Products Consolidated Investment Products Consolidated Investment Products Consolidated
Year ended December 31, 2012
Total operating revenues (41.0 4,177.( 47.2) 4,092.: (45.0 3,487."
Total operating expenses 31t 3,305.¢ 13.C 3,194.: 10.C 2,897.¢
Operating income (72.5) 871.t (60.2) 898.1 (55.0 589.¢
Equity in earnings of unconsolidated affiliates 0.E 29.7 (0.9 30.t (0.6) 40.2
Interest and dividend income 246.2 268.: 298.¢ 318.2 240.¢ 251.2
Other investment income/(losses) (106.9 (89.9 (138.9 (89.9) 114.( 129.€
Interest expense (168.9) (220.¢) (187.0) (248.9) (118.¢) 177.2)
Income before income taxes (200.5 859.t (87.9) 908.1 180.7 833.¢
Income tax provision — (272.2) — (286.1) — (297.0
Net income (100.5 587.: (87.9 622.( 180.% 636.¢
(Gains)/losses attributable to noncontrolling
interests in consolidated entities, net 89.¢ 89.¢ 107.€ 107.5 (170.9 (171.7)
Net income attributable to common
shareholders (10.9) 677.1 20.2 729.% 9.8 465.7
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Operating Revenues and Net Revenues

The main categories of revenues, and the dollapancentage change between the periods, are awoll

Variance

Years ended December 31, 2012 vs 2011 2011 vs 2010
$ in millions 2012 2011 2010 $ Change % Change $ Change % Change
Investment management fees 3,236.¢ 3,138.! 2,720.¢ 98.4 3.1% 417.€ 15.2%
Service and distribution fees 771.€ 780.% 645.t (8.7 1.9)% 134.¢ 20.£%
Performance fees 58.¢ 37.¢ 26.1 20.¢ 55.1% 11.¢ 45.2%
Other 109.7 135.t 95.2 (25.9) (19.0% 40.2 42.:%
Total operating revenues 4,177.( 4,092. 3,487." 84.¢ 2.1% 604.t 17.2%
Third-party distribution, service and advisory expes (1,311.9 (1,282.9) (1,053.9 (29.9) 2.2% (228.%) 21.7%
Third party distribution expense related to Eurapedrastructure
initiative 15.2 — — 15.2 N/A — N/A
Proportional share of revenues, net of third-pdiggribution
expenses, from joint venture investments 37.t 41.¢ 42.2 3.9 (9.9% 0.8 (1.9%
Management fees earned from consolidated investpredticts 38.€ 46.¢ 45.% 8.2 (17.5% 1kt 3.2%
Performance fees earned from consolidated investpreducts 2.4 0.t — 1.¢ N/A 0.t N/A
Other revenues recorded by consolidated investpreniucts — — 0.3 — N/A 0.2 (100.0%
Net revenues 2,959.( 2,898.¢ 2,521.: 60.€ 21% 377.% 15.C%

A significant portion of our business and AUM isskd outside of the U.S. The strengthening or waageof the U.S. dollar against other currenciesmarily the
Pound Sterling, Canadian Dollar, Euro and JapaMesewill impact our reported revenues and expefirees period to period. The income statements odifpr currenc
subsidiaries are translated into U.S. dollars,réporting currency of the company, using averageido exchange rates. The impact of foreign exchaate movemer
decreased operating revenues by $20.8 million ivatent to 0.5% of total operating revenues, dutimgyear ended December 31, 20&#n compared to the year en
December 31, 201¢$74.9 million increase in 2011 as compared to 201.8% of 2011 total operating revenues). Addiilly, our revenues are directly influencec
the level and composition of our AUM. Therefore,vaements in global capital market levels, net newifess inflows (or outflows) and changes in the afiinvestmer
products between asset classes and geographiesiatesally affect our revenues from period to peridhe returns from most global capital marketseased in the ye
ended December 31, 2012 . These market value seseaombined with net new business inflows, coated to a net increase in AUM of $ 62.4 billiorridg the year.

Operating revenues increased by 2.1% in the yededeDecember 31, 2012 to $4,177.0 million (yearednBecember 31, 2011 : $4,092.2 millipnNet revenue
increased by 2.1% in in the year ended Decembe2@®I2 to $2,959.0 million (year ended December2®11 : $2,898.4 million). Operating revenues increased by 17
in the year ended December 31, 2011 to $4,092.Romi(year ended December 31, 2010: $3,487.7 milidNet revenues increased by 15.0% in in the ypeaie(
December 31, 2011 to $2,898.4 million (year endeddbnber 31, 2010: $2,521.1 million). Net revenuesaperating revenues less thpdrty distribution, service a
advisory expenses (adjusted for third party distidn expense related to the European infrastracinitiative), plus our proportional share of nevenues from joil
venture arrangements, plus management and perfoarfaes earned from, less other revenues recorgledohsolidated investment products. See “Schedfiion-
GAAP Information” for additional important disclo®s regarding the use of net revenues.

The company acquired Morgan Stanley's retail assetagement business, including Van Kampen Invesm{gre “acquired business” or the “acquisitionf) June :
2010. The operating results for the year ended Dbee 31, 2011 include the results of the acquisifar the entire year, while the operating restdisthe year ende
December 31, 2010 include results of the acquiredniess from the purchase date of June 1, 201@ghr®ecember 31, 2010. The integration of the aedubdusines
was largely completed at the end of 2010; as santyrate segregated revenue and expense infornfatitime acquired business is not available, resyin the inability
of the company to quantify the impact of the acdjois on operating revenues and expenses in thaleétvariance discussion that follows. As parthef acquisition-
related U.S. mutual fund product alignment, certhiyear and 2 year fee waivers were agreed bettveenompany and the fund boards which reduced dhganys
annual
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management fees by approximately $30 million comgimgnJune 1, 2011. These fee waivers began to ckes® mid-2012.
Investment Management Fees

Investment management fees are derived from proyigrofessional services to manage client accoamtisinclude fees earned from retail mutual fundst wmusts
investment companies with variable capital (ICVCsychangdraded funds, investment trusts and institutionadl @rivate wealth management advisory contr
Investment management fees for products offeraébametail distribution channel are generally clted as a percentage of the daily average asketdes and therefc
vary as the levels of AUM change resulting fromanfs, outflows and market movements. Investmentagament fees for products offered in the institdland privat
wealth management distribution channels are cakla accordance with the underlying investmenhaggament contracts and also vary over contractdatgrmine
periods in relation to the level of client assetmaged.

Investment management fees increased by $98.40m{llB.1% ) in the year ended December 31, 2022$31236.9 million (year ended December 31, 20$3,138.!
million ). This compares to a 4.7% increase in agerAUM and a 5.2% increase in average ltargs AUM. As discussed above, the net revenue ygeldwer in the ye:
ended December 31, 2012 when compared to the peladeDecember 31, 20HLie to changes in the composition of our AUM. Theghiting of AUM flows into passi
products has lowered the overall AUM net revenwadyiln addition, as mentioned above, managemest feere reduced commencing in June 2011 due tds#emn
integration-related U.S. mutual fund mergers. Saithese fee waiver agreements lapsed in 28tl2 benefiting revenue in the second half of 2®&e the compan'
disclosures regarding the changes in AUM and rexgnelds during the year ended December 31, 201BarfAssets Under Managemerst&ction above for additior
information regarding the movements in AUM. The auopof foreign exchange rate movements decreasedtment management fees by $17.9 milip8.2% of th:
increase) during the year ended December 31, 20t@rapared to the year ended December 31, 2011 .

Investment management fees increased by $417.@m({lL5.3%) in the year ended December 31, 201$3t%38.5 million (year ended December 31, 20107 &2¢
million). The increase compares to a 19.2% increasaverage AUM and a 22.1% increase in averagg-lerm AUM. As discussed above in thAsSets Unde
Managementsection, the mix of our AUM asset classes changetlypdue to the AUM acquired through acquisitioasd partly due to market value changes and ink
flows such that the revenue yield on our averagéMAlas lower in 2011 when compared to 2010. The ggeege increase in investment management feegrsfoine
lower than the percentage increase in average Abdlaaerage long-term AUM. The lower yield also eefs the acquisitiorelated U.S. mutual fund fee waivers
commenced in June 2011. Foreign exchange rate netsnaccounted for $67.2 million (16.1%) of ther@ase in investment management fees during the ereten
December 31, 2011 as compared to the year endeshibec 31, 2010.

Service and Distribution Fees

Service fees are generated through fees chargeavtr several types of expenses, including funaaeiing fees and other maintenance costs for miitnals, uni
trusts and ICVCs, and administrative fees earnenh fclosedended funds. Service fees also include transfentages, which are fees charged to cover the expet
processing client share purchases and redemptiaiissenter support and client reporting. U.S.ribistion fees include 12b-fees earned from certain mutual fund
cover allowable sales and marketing expenses &metiiunds and also include assated sales charges paid by certain mutual funds period of time after the sale
those funds. Distribution fees typically vary ifatéon to the amount of client assets managed. Géperetail products offered outside of the UdS. not generate
separate distribution fee; the quoted managemerrafe is inclusive of these services.

In the year ended December 31, 2012 , service @&@tdbdtion fees decreased by $8.7 million ( 1.1% )$771.6 million (year ended December 31, 20%r80.:
million ) due primarily to decreases in transfer agencg f&#e$4.9 million and administration and custod&gs of $2.3 million. The impact of foreign exchangte
movements decreased service and distribution feelt5 million during the year ended December 3,22 The fee reductions are attributable to the furedigars an
fee waivers associated with the U.S. mutual furmtipct realignment, the continued conversion of Bretfee structures to classshares that generate a lower an
service fee, and other changes in the AUM mix Esger percentage of AUM charges no or lower distibn fees during the year ended December 31, 28Xdmpare
to the year ended December 31, 2011 .

In the year ended December 31, 2011, service astdhdition fees increased by $134.8 million (20.9%)$780.3 million (year ended December 31, 201t5%

million) primarily due to the acquisition and duethe increase in average AUM during the year eridlecember 31, 2011 as compared to the year endeehiber 31
2010.
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Performance Fees

Performance fee revenues are generated on certaingement contracts when performance hurdles hievad. Such fee revenues are recorded in operatirgnue
as of the performance measurement date, when titeactual performance criteria have been met anehvthe outcome of the transaction can be measetigdbly in
accordance with Method 1 of ASC Topic 605-20-S9ReVenue Recognition - Services - SEC Material3ash receipt of earned performance fees occurs thi
measurement date. The performance measurementsddédined in each contract in which incentive gedformance fee revenue agreements are in effeeth¥vi
performance fee arrangements that include montiugsrterly and annual measurement dates. Given rifgpieness of each transaction, performance feaamistar
evaluated on an individual basis to determineviereies can and should be recognized. Performaaseafe not recorded if there are any future pedioca contingencie
If performance arrangements require repaymentepérformance fee for failure to perform during toatractual period, then performance fee reveauesecognized 1
earlier than the expiration date of these termsfoRaance fees will fluctuate from period to periadd may not correlate with general market chargiase most of tt
fees are driven by relative performance to the eetige benchmark rather than by absolute perforema@f our $687.7 billion in AUM at December 31, 201
approximately $47.3 billion or 6.9% , could potetiti earn performance fees.

In the year ended December 31, 2012 , performages ihcreased by $20.9 million ( 55.1% ) to $58ifion (year ended December 31, 2011 : $37.9 nrilljoThe
performance fees generated in 2@t@se primarily due to products managed by Atlamtiest ($17.4 million), the Bank Loan group ($16nflion), Invesco Perpetu
($12.7 million) and the European Real Estate gi@7p9 million).

In the year ended December 31, 2011, performaree ifecreased by $11.8 million (45.2%) to $37.9 ioill(year ended December 31, 2010: $26.1 millidrie
performance fees generated in 2011 arose primaui#é/to products managed by the European Real Egiatg ($11.9 million), Atlantic Trust ($11.9 mdin), Invesc
Perpetual ($5.3 million) and the U.S. private eglitisiness ($4.5 million). The performance feesegated in 2010 arose primarily due to products medaby th
European Real Estate group ($4.3 million), InveBemetual ($3.4 million), and Atlantic Trust ($1tdlion).

Other Revenues

Other revenues include fees derived from our Ul&rapons, transaction commissions earned uponaleeo$ new investments into certain of our fundg] &ees earne
upon the completion of transactions in our diregt restate and private equity asset groups. Restbasansaction fees are derived from commisseameed through tl
buying and selling of properties. Private equitgnBaction fees include commissions associated twélrestructuring of, and fees from providing advto, portfolic
companies held by the funds. These transactionafieesecorded in our financial statements on the waen the transactions are legally closed. Q#hernues also inclu
the revenues of consolidated investment products.

In its capacity as sponsor of UITs, the company®ather revenues related to transactional sakegeh resulting from the sale of UIT products andnfthe differenc
between the purchase or bid and offer price of riiesi temporarily held to form new UIT productshéBe revenues are recorded as other revenues cetcgssions
dealers who distribute UITs to investors.

In the year ended December 31, 2012 , other rewedeereased by $25.8 million ( 19.0% ) to $109.lani (year ended December 31, 2011 : $135.5 mniljioThe
impact of foreign exchange rate movements accouiote$l1.0 million ( 3.9% ) of the decrease in othevenues during the year ended December 31, 20tPmpared
the year ended December 31, 2014fter allowing for foreign exchange rate changb® decrease in other revenues was $24.8 millibe. decrease in other reven
include decreases in transaction commissions o8&lion, UIT revenues of $5.5 million, mutualrfds front end fees of $2.3 million and other revenaf $2.2 milliol
during the year ended December 31, 2012 compartettpear ended December 31, 20Ttansaction commissions in 2011 included incréasenmissions generated
our private equity group as mentioned in the 20drhmarative below.

In the year ended December 31, 2011, other reveimgesased by $40.3 million (42.3%) to $135.5 roilli(year ended December 31, 2010: $95.2 milliorthes
revenues included an increase of $15.3 million i tévenues reflecting a full year of the acquisiti higher real estate acquisition and disposifé@s of $11.5 millior
due to increased real estate fund property actiaity$11.3 million increase in transaction commoissigenerated by our private equity group, ancharease in mutu
funds front end fees of $1.3 million, offset by @& million decline in other revenues during tharyended December 31, 2011 as compared to theepelad Decemb
31, 2010. The impact of foreign exchange rate maremaccounted for $1.4 million (3.5%) of the i in other revenues during the year ended Decedib@011 ¢
compared to the year ended December 31, 2010.
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Third-Party Distribution, Service and Advisory Expenses

Third-party distribution, service and advisory empes include periodic “renewatbmmissions paid to brokers and independent fidralvisors for their continuii
oversight of their clients' assets, over the titneytare invested, and are payments for the segvimirtlient accounts. The revenues from our U.&ilreperations incluc
12b-1 distribution fees, which are passed throwgbrokers who sell the funds as thpdrty distribution expenses along with marketingmsart distribution costs. Both t
revenues and the costs are dependent on the uindeAYM of the brokers' clients. Renewal commissi@re calculated based upon a percentage of the Aalive
Third-party distribution expenses also includeadh®rtization of upfront commissions paid to brolleelers for sales of fund shares with a contindeferred sales char
(a charge levied to the investor for client redéopbf AUM within a certain contracted period afg). The distribution commissions are amortized ¢hre redemptic
period. Also included in third-party distributioservice and advisory expenses are sabsfer agency fees that are paid to third paftieprocessing client share purche
and redemptions, call center support and cliemntéy. Thirdparty distribution, service and advisory expensag increase or decrease at a rate different fremate o
change in service and distribution fee revenuestduke inclusion of distribution, service and avy expenses for the U.K. and Canada, where thtederevenues &
recorded as investment management fee revenuesteasabove.

Third-party distribution, service and advisory empes increased by $29.3 million ( 2.3% ) in theryeeded December 31, 2012 to $1,311.8 milljgear ende
December 31, 2011 : $1,282.5 million ). The impafcioreign exchange rate movements decreased phirgy- distribution, service and advisory expense$@1 millior
during the year ended December 31, 2012 as compaurtbeé year ended December 31, 2011 . After afigWor foreign exchange rate changes, the incrieagterd-party
distribution, service and advisory expenses was4$88llion. The increase includes increases in weate€ommissions of $22.8 million, distribution fees$10.7 million
transfer agent fees of $7.4 million and adminigtratfees of $0.9 million. The increases are offisgtdecreases in sub advisory fees of $3.3 milliod aexterne
commissions of $3.1 million. As part of the outsong of the U.K. transfer agency, operational psscehanges resulted in an accounting adjustmeogmétng addition:
distribution expense of $15.3 million in the foudbarter of 2012, which is included in the $10.7liom increase noted above. This additional expersattributable
periods prior to 2012.

Third-party distribution, service and advisory expenseseased by $228.7 million (21.7%) in the year enBecember 31, 2011 to $1,282.5 million (year el
December 31, 2010: $1,053.8 million), which is dstest with the increase in investment managemedtservice and distribution fee revenues, reflgctire impact ¢
the acquired business. Foreign exchange rate mawsnaecounted for $24.7 million (10.8%) of the gwmse in third-party distributiorservice and advisory expen
during the year ended December 31, 2011 as compathd year ended December 31, 2010.

Proportional share of revenues, net of third-party distribution expenses, from joint venture investments

Management believes that the addition of our priogoal share of revenues, net of thidrty distribution expenses, from joint ventureaagements should be adde
operating revenues to arrive at net revenues,iagritportant to evaluate the contribution to thisibess that our joint venture arrangements aréngaee Schedule ¢
Non-GAAP Information” for additional disclosures redarg the use of net revenues. The company's mgsifisant joint venture arrangement is our 4@%estment il
Invesco Great Wall Fund Management Company Lintied “Invesco Great Wall” joint venture).

Our proportional share of revenues, net of thirdypéistribution expenses, from joint venture inwesnts decreased by $3.9 million ( 9.4% ) to $3Wilion for the
year ended December 31, 2012 (year ended Decerhbh@031 : $41.4 millior). The decrease moved in line with our share ofltivesco Great Wall joint ventur
average AUM for the year ended December 31, 20di#ich was $3.0 billion compared to $3.3 billiortla¢ year ended December 31, 2011 .

The 1.9% decrease in our proportional share ofmes® net of thirgharty distribution expenses, from joint venturedastments to $41.4 million in 2011 (year er
December 31, 2010: $42.2 million), was driven by dlecline in average AUM of the Invesco Great \Walit venture. Our share of the Invesco Great Wit venture'
average AUM for the year ended December 31, 204%,%8.3 billion, a 8.3% decline in average AUM fr$t6 billion for the year ended December 31, 2010.

Management and performance fees earned from consolidated investment products

Management believes that the consolidation of itneeat products may impact a reader's analysis pluaderlying results of operations and could reBulinvesto
confusion or the production of information abow tompany by analysts or external credit ratingheigs that is not reflective of the underlying lesof operations ar
financial condition of the company. Accordingly, maement believes that it is appropriate to adjpstating revenues for the impact of consolidategstment produc
in calculating net revenues. As management anapeance fees earned by Invesco from the consolidateducts are eliminated upon consolidation ofitivestmer
products, management believes that it is apprept@badd these operating revenues back in thelatitmu of net revenues. See “Schedule of Non-GAABrimation”for
additional disclosures regarding the use of net
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revenues.

Management and performance fees earned from cdasadi investment products decreased by $6.3 milid%1.0 million in the year ended December 31,.2@eal
ended December 31, 2011 : $47.3 million ). The elese is primarily due to the impact of funds deobdated during the year ended December 31, 2012 .

Operating Expenses

The main categories of operating expenses ardlaw/fo

Variance
Years ended December 31, 2012 vs 2011 2011 vs 2010

$ in millions 2012 2011 2010 $ Change % Change $ Change % Change

Employee compensation 1,297. 1,246.; 1,114.¢ 51k 4.1% 131.c 11.€%
Third-party distribution, service and advisory 1,311 1,282t 1,053.¢ 29.2 2.3% 228.7 21.7%
Marketing 103.( 86.C 78.5 17.C 19.€ % 7E 9.€ %
Property, office and technology 277.¢ 254.¢ 238.¢ 23.C 9.C% 16.Z 6.€%
General and administrative 307.2 295.¢ 262.2 11.¢ 4.C% 33.2 12.7%
Transaction and integration 8.2 29.4 150.( (21.2) (72.1% (120.¢ (80.9%
Total operating expenses 3,305.! 3,194.: 2,897.¢ 111.¢ 3.5% 296.1 10.2%

The table below sets forth these expense categasiagpercentage of total operating expenses ardtopm revenues, which we believe provides usefatmation as t
the relative significance of each type of expense.

% of Total % of Total % of Total

Operating % of Operating Operating % of Operating Operating % of Operating
$ in millions 2012 Expenses Revenues 2011 Expenses Revenues 2010 Expenses Revenues
Employee compensation 1,297.° 39.2% 31.1% 1,246.: 39.(% 30.5% 1,114.¢ 38.5% 32.(%
Third-party distribution, service
and advisory 1,311 39.% 31.4% 1,282t 40.2% 31.2% 1,053.¢ 36.4% 30.2%
Marketing 103.( 3.1% 2.5% 86.C 2. 7% 2.1% 78.5 2.1% 2.3%
Property, office and technology 277.¢ 8.4% 6.€% 254.¢ 8.C% 6.2% 238.¢ 8.2% 6.6%
General and administrative 307.2 9.2% 7.2% 295.¢ 9.2% 7.2% 262.2 9.(% 7.5%
Transaction and integration 8.2 0.2% 0.2% 29.4 0.9% 0.7% 150.( 5.2% 4.3%

During the year ended December 31, 2012 , operatkpgnses increased by $111.4 million ( 3.5% )3@3E6.5 million (year ended December 31, 20%B,194.:
million ). Excluding transaction and integration, all exggnategories increased in 2012 when compareditb. Zbe impact of foreign exchange rate movemeifisginthe
increase in operating expenses by $22.9 milliom 0.G% of total operating expenses, during the yaated December 31, 205 compared to the year en
December 31, 2011 .

During the year ended December 31, 2011, operakmgnses increased by $296.3 million (10.2%) td %81 million (year ended December 31, 2010: $28
million). As discussed above, the acquisition ocediron June 1, 2010, which increased expensessaaliosategories, except transaction and integragikpenses, whi
decreased during the year ended December 31, 20ttnapared to the year ended December 31, 2010inext of foreign exchange rate movements accdufu
$61.8 million (20.9%) of the increase in operattxgenses, and was 1.9% of total operating expedsesg the year ended December 31, 2011 as cochparthe yee
ended December 31, 2010.
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Employee Compensation

Employee compensation includes salary, cash boramgkshardsased payment plans designed to attract and réinighest caliber employees. Employee staff bt
plan costs and payroll taxes are also includedripleyee compensation.

Employee compensation increased $51.5 million ¥4)1o $1,297.7 million in the year ended Decen8fr2012 (year ended December 31, 2011 : $1,248li2n ).
The impact of foreign exchange rate movements offseincrease in employee compensation by $10l&mduring the year ended December 31, 288Zompared
the year ended December 31, 2011 . After allowargdreign exchange rate changes, the increasaogee compensation was $62.4 million.

Direct compensation increased $68.7 million anduithes increases in shabased costs of $22.8 million and other deferredpmmmsation costs of $13.3 million dur
the year ended December 31, 2012 when compardtetgear ended December 31, 2011 . The increasharebased and deferred cash compensation costs ir
includes the impact of a previous change in outingservice period from three to four years, whiebults in 2012 being the first year with four asv&ranches beir
expensed, as compared to three award tranchegwops years. The change accounts for approxim&®8ymillion of the increase in shabased and other defer
compensation expense. The increase in deferredcomspensation also includes $8.1 million from tperaciation of the deferred liability as the rettwrthe employee
linked to specific investments, typically the fundanaged by the employee. The remaining increaskdrebased and deferred compensation costs refleciatrease
use of deferred awards for staff retention purpo®giser changes in direct compensation were aeaser in sales commissions of $17.0 million, a $4lbon increase i
bonuses linked to performance fee revenues, $8libmincrease in base salaries and a $4.1 milleduction in annual cash bonuses during the yededebecember 3:
2012 when compared to the year ended Decembe021, Zhe increase in direct compensation expense asdly pffset by decreases in staff benefits andteel expen:
of $6.3 million that included a $15.0 million redian in amortization of prepaid compensation relate the 2006 acquisition of W.L. Ross & Co., whiehs fully
amortized as of September 30, 2011. The reducedtiaat®dn expense was partly offset by a $2.9 wnilincrease in staff medical insurance and a $4llmincrease il
staff relocation costs during the year ended Déegril, 2012 as compared to the year ended Dece&dhp2011. Staff related expenses in 2012 included ternon
costs of $18.9 million.

Employee compensation increased $131.3 million8%]}.to $1,246.2 million in the year ended Decen81gr2011 (year ended December 31, 2010: $1,114l@m)i
The impact of foreign exchange rate movements atedufor $26.5 million (20.2%) of the increase impoyee compensation expenses for the year ¢
December 31, 2011 as compared to the year endeenibec 31, 2010. After allowing for foreign exchamgée changes, the increase in employee compensatc¢
$104.8 million.

The compensation increase from 2010 to 2011 insldde incremental impact of the acquisition. Bamarges and variable compensation increased $94#lipmm Staff
related costs, principally payroll taxes and temtion costs, increased $15.0 million. Staff beseditpense decreased by $2.5 million due to a $Bli@mreduction in th
prepaid compensation amortization expenses indhe gnded December 31, 2011 when compared to Hreepeled December 31, 2010 related to the 2006 siboj of
W.L. Ross & Co. This prepaid compensation was fullynortized as of September 30, 2011. Also includedcompensation expenses during the
ended December 31, 2011 are share-based costs ddtotased $1.9 million during the year ended Deeer®1, 2011 as compared to the year ended Dece3tib2010.

Headcount at December 31, 2012 was 6,128 (yeaedldddcember 31, 2011 and December 31, 2010 : &yi$5,617 respectively). The 20ihtrease in headcount,
compared to 2010 , was primarily driven by the ursmg of our Hyderabad, India, facility.

Third-Party Distribution, Service and Advisory Expenses
Third-party distribution, service and advisory empes are discussed above in the operating anéveiues section.
Marketing

Marketing expenses include the cost of direct athirg of our products through trade publicatiotedevision and other media, and public relationstgosuch as tl
marketing of the company's products through confegs or other sponsorships, and the cost of magketiated employee travel.

Marketing expenses increased by $17.0 million 84®) in the year ended December 31, 2012 to $108liwn (year ended December 31, 2011 : $86.0 omil)i. The

impact of foreign exchange rate movements offsetiticrease in marketing expenses by $1.1 millionnduthe year ended December 31, 2@&2compared to the yt
ended December 31, 2011 . After allowing for foregxchange rate changes, the increase in marletjpenses was $18.1 million.
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The increase during the year ended December 32 iB8ludes increases in corporate sponsorships & &ifllion, driven by the 2011 termination of thengpany"
sponsorship and naming rights commitments relaieigports stadium in Denver, Colorado, which tesuin a marketing expense reduction of $13.4 amilliecognize
in that year. Other marketing expenses increases agvertising expense of $4.8 million, driven blyertising campaigns as we focused on brand awssenkent evel
expenses of $3.1 million, sales literature andaedeof $1.2 million and other marketing costs bf23million as compared to the year ended Decerdbe?011 .

Marketing expenses increased by $7.5 million (9.8%he year ended December 31, 2011 to $86.0amni(lyear ended December 31, 2010: $78.5 milliohg ihicreas
in marketing includes the impact of the acquisitiddditionally, the increase during the year enBetember 31, 2011 includes an increase in advegtesxpense of $15
million as our U.S. retail business launched arediking program focusing on re-branding after élequisition. The full year expense in 2011 of thquasitiontelatec
additional sales force resulted in an increaseavel expense of $3.2 million and increase in otharketing costs of $2.5 million. These increasesewartly offset by
decrease in marketing expense of $13.4 million wuthe reversal of a cumulative deferred creditwali as a reduction in recurring costs, from taertination of oL
sponsorship and naming rights commitments reladed sports stadium in Denver, Colorado, a decreasdient event costs of $0.9 million, and a desee@n sale
literature and research of $0.9 million, as comg@arethe year ended December 31, 2010. The imdaftireign exchange rate movements accounted fat $2lion
(28.0%) of the increase in marking expense dutiegyear ended December 31, 2011 as compared yednended December 31, 2010.

Property, Office and Technology

Property, office and technology expenses incluaé aad utilities for our various leased facilitiepreciation of compangwned property, capitalized software
computer equipment costs, minor neepitalized computer equipment and software puehasd related maintenance payments, and costsdétaexternally provide
operations, technology, and other back office marrent services.

Property, office and technology costs increase®28:0 million ( 9.0% ) to $277.6 million in the yeanded December 31, 2012 (year ended Decemb@031,:$254.¢
million ). The impact of foreign exchange rate mmests offset the increase in property, office aechhology expenses by $2.5 milliauring the year end
December 31, 2012 as compared to the year endezhiber 31, 2011 . After allowing for foreign exchamgte movements, the increase was $25.5 million.

Property and office expenses increased $7.1 milmmpared to 2011due to increases in depreciation of $4.7 milkoa rent expense of $3.3 million. The deprecii
increase is largely attributable to leasehold improents as both our Houston and Toronto office® amovated leased space during the last 12 montiesincrease
rent expense includes a $1.7 million exit chargddased space, related to consolidation of offjg&ce. Technology and communications expensesasenle$18.4 millio
over the comparable 2011 period. The increasectsflan ongoing investment in portfolio managemert elient engagement technology initiatives thauled ir
increases in software and hardware expenses ofr@lién, together with increased outsourced adstmtion costs of $7.3 million as the U.K and Ewap transfe
agency transitions to a third party provider. Aagrend, the U.K. transfer agency outsourcing isglete, and the European outsourcing is schedukecbimpletion in mid-
2013.

Property, office and technology costs increase@1.2 million (6.8%) to $254.6 million in the yeanded December 31, 2011 (year ended December 3Q; $238..
million). The impact of foreign exchange rate moesnts accounted for $4.9 million (30.2%) of the @ase in property, office and technology expensesglthe yee
ended December 31, 2011 as compared to the yead ddecember 31, 2010. After allowing for foreigrcleange, property and office expenses increased $tdlion
over the comparable 2010 period, due to an incref$41.5 million in property management fees, mercharges and rent expense related to new pieperssociate
with business acquisitions, and increases of $2lllomin depreciation expense and $1.2 million dther property costs. Technology and communicatexgense
decreased $3.5 million due to decreases in outsdumdministration expenses of $12.9 million , yadile to the Hyderabad internalization, a decréaselephone ar
communication line expenses of $1.8 million anceardase in programming and consulting expense4.ofiillion, offset by increases in depreciatiom anaintenanc
expenses of $11.7 million and hardware and softwawechases of $0.5 million, during the year endeelcddnber 31, 2011 as compared to the year «
December 31, 2010.

General and Administrative

General and administrative expenses include priofesisservices costs, such as information seruibsariptions, consulting fees, professional insceagosts, audit, ti
and legal fees, non-marketing related employeetraxpenditures, recruitment and training costd,the amortization of certain intangible assets.

General and administrative expenses increased b $dillion (4.0% ) to $307.2 million in the yeanded December 31, 2012
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(year ended December 31, 2011 : $295.4 mil)iofhe impact of foreign exchange rate movemenfsebthe increase in general and administrativeeeses by $2
million during the year ended December 31, 2012amspared to the year ended December 31, 2@dter allowing for foreign exchange rate movensgtibe increase w
$14.1 million.

The increase in general and administrative expenkagely due to increased expenses of our cafeteld investment products, which includes increaséesgal ani
fund launch costs, of $18.5 million. General anthaustrative expenses also includes acquisitioateel contingent consideration adjustments with.8 ##llion credit ir
2012 compared to a $13.2 million credit in 2011e3éreduction in the amounts credited in 2012 w26 1 resulted in an increase in general and astngitive expenst
of $10.9 million in 2012. Offsetting these expelrsereases was a $12.8 million decrease in intaaegibhortization expense and a $5.2 million reductiomutual fun
expenses. The decrease in intangible amortizatidt012 reflects the write down of certain manageneentract intangibles in 2011 and the completiomid-2012 o
amortization of brand intangibles related to thguied business.

General and administrative expenses increased By $8illion (12.7%) to $295.4 million in the yeanded December 31, 2011 (year ended December 3@; $262..
million). Increases in general and administratixpenses include the impact of the acquisition. €sibnal services expenses increased $8.3 milliaingithe year end:
December 31, 2011 as compared to the year endeehibec 31, 2010 due to increases in consultantde89.2 million, contractor and recruitment fees$stf6 million
information services of $4.5 million, legal fees $8.1 million (including legal fees associated witbttlement litigation arising from the 2007 depeetof certai
investment professionals to a competitor of $3.&ionj), and other professional services of $1.2ionl Travel expenses increased $11.1 million, emiby higher levels
business activity, and mutual fund expenses ineck&7.0 million during the year ended Decembe2811 as compared to the year ended December 3Q.
Expenditure related tax increases, including U.Klug added tax (VAT), resulted in an additional5$#illion of irrecoverable VAT expense during theay ende
December 31, 2011 as compared to the year endeehiber 31, 2010, as VAT rates increased in the These increases are offset by reduced regulatesy dé$13.
million relating to a levy from the U.K. Financi&lervices Compensation Scheme in 2010 of $15.3amilto cover claims resulting from failures of naffiliated
investment firms, professional insurance costslo® $nillion, accounting services of $0.6 milliondadirectors fees and expenses of $0.4 million.udetl in general ai
administrative expenses for the year ended DeceBhe2010 was $8.9 million representing fund reinsbment costs from the correction of historicakfgn exchanc
allocations. Other net decreases of $2.1 milliogeneral and administrative expenses consist eflaction in acquisitiomelated contingent consideration payable, ¢
on disposal of property, plant and equipment ane ftreimbursement costs on trade corrections, offgean increase in intangible amortization expetise to th
acquisitions and that includes a write down ofaiartnanagement contract intangibles. The impatreign exchange rate movements accounted fori®8lién (10.8%
of the increase in general and administrative asteng the year ended December 31, 2011 as conhpaitbe year ended December 31, 2010.

Transaction and integration

Transaction and integration expenses include aitipmselated charges incurred during the periods tocefée business combination, including legal, reguig
advisory, valuation, integratiorelated employee incentive awards and other priofieasor consulting fees, general and administeatiosts, including travel costs rele
to the transaction and the costs of temporary @tafflved in executing the transaction, and prssing costs of integrating the acquired busiriess the company
existing operations. Additionally, transaction antkgration expenses include legal costs relatatidalefense of auction rate preferred securitbesptaints raised in tl
pre-acquisition period with respect to various etbend funds included in the acquisition. See I&nFinancial Statements and Supplementary Datate N8,
“Commitments and Contingencies” for additional imfation.

Transaction and integration charges were $8.2anilih the year ended December 31, 2012 (year eDdedmber 31, 2011 : $29.4 milligrand largely relate to t
business acquired in 2010. Transaction and integraxpenses during the year ended December 32, @rharily relate to the final round of opended fund merge
and include professional services and sharehotslermuinications costs, as well as updates in saéatiire.

Transaction and integration charges were $29.4amilh the year ended December 31, 2011 (year eDeéeémber 31, 2010:$150.0 million) related to titegration ¢
acquired businesses. Transaction and integratiperses during the year ended December 31, 201adic$19.9 million of professional services and otbests
principally legal, proxy solicitation, consultanand insurance, $4.9 million of property and offi$2,8 million of employee compensation costs, $iillon of technolog'
and communication costs and $0.4 million of margtand client services. Transaction and integragiopenses for the year ended December 31, 2010dm¢$39.
million of staff costs, $53.4 million of technologyntractor and related costs, and $57.5 millioprofessional services, principally legal, proxyigtation, consultanc
and insurance.

Operating Income, Adjusted Operating Income, Operating Margin and Adjusted Operating Margin
Operating income decreased by $26.6 million ( 3)@®$871.5 million in the year ended December2ii,2 (year ended
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December 31, 2011 : $898.1 million ). Operating girafoperating income divided by operating revejuescreased from 21.9% in the year ended Dece8ihe2011to
20.9% in the year ended December 31, 2012 . Theedse in operating income and margin resulted fdower relative increase in operating revenued %2 than ir
operating expenses ( 3.5% ) during the period. stdjgh operating income, decreased by $23.8 milligr2% ) to $1,045.1 million in the year endedcember 31, 20:
from $1,068.9 million in the year ended DecemberZl1 . Adjusted operating margin decreased t8%85n the year ended December 31, 2012 from 36rOfte yea
ended December 31, 2011 . See “Schedule of Non-Gk#dPmation” for a reconciliation of operating revenues to retenues, a reconciliation of operating incomr
adjusted operating income and additional importésttlosures regarding net revenues, adjusted apgliatome and adjusted operating margin.

Operating income increased by $308.2 million (52.2% $898.1 million in the year ended DecemberZBi1 (year ended December 31, 2010: $589.9 mil
Operating margin (operating income divided by opegarevenues), increased from 16.9% in the yeatednDecember 31, 2010 to 21.9% in the year ¢
December 31, 2011. The increase in operating ina@mdemargin resulted from a greater relative ineeaa operating revenues (17.3%) than in operatipgnses (10.2¢
during the period. Adjusted operating income, iasel by $171.2 million (19.1%) to $1,068.9 milliarthe year ended December 31, 2011 from $897 [fomih the yea
ended December 31, 2010. Adjusted operating mangieased to 36.9% in the year ended December031L, 2om 35.6% in the year ended December 31, 2010.

Other Income and Expenses

The main categories of other income and expensésthe dollar and percentage changes between paiedas follows:

Variance
Years ended December 31, 2012 vs 2011 2011 vs 2010
$ in millions 2012 2011 2010 $ Change % Change $ Change % Change
Equity in earnings of unconsolidated affiliates 29.7 30.5 40.2 (0.9) (2.6)% 9.9 (24.2)%
Interest and dividend income 9.¢ 11.C 10.4 1.2 (10.9% 0.€ 5.8%
Interest income of consolidated investment products 258.t 307.2 240.¢ (48.7) (15.9% 66.: 27.5E%
Other gains/(losses) of consolidated investmendymts, net (97.9) (138.9 114.(C 41.2 (29.1% (252.9 N/A
Interest expense (52.9) (61.¢) (58.6€) 9.t (15.9% 3.2 5.E%
Interest expense of consolidated investment preduct (168.9) (187.0 (118.¢) 18.7 (10.0% (68.9) 57.7%
Other gains and losses, net 8.2 49.C 15.€ (40.7) (83.2)% 33.4 214.1%
Total other income and expenses (12.0 10.C 243.¢ (22.0 (220.0%  (233.9 (95.9%

Equity in earnings of unconsolidated affiliates

Equity in earnings of unconsolidated affiliates @ased by $0.8 million ( 2.6% ) to $29.7 milliontie year ended December 31, 2012 (year ended ecedh, 2011
$30.5 million ). The decrease in equity in earniiggdriven by the declines in our pr@« earnings of our joint venture investments inn@tof $3.4 million, offset by tt
increase of $2.6 million in our share of the maitkéten valuation changes in the underlying holdingsertain partnership investments, which includesinvestment i
Invesco Mortgage Capital Inc.

Equity in earnings of unconsolidated affiliates @ased by $9.7 million (24.1%) to $30.5 milliontive year ended December 31, 2011 (year ended Dec&hp201(
$40.2 million). Included in equity in earnings fraaffiliates is our share of the income from ounjoientures in China, which declined by $2.4 millim $21.5 million ii
the year ended December 31, 2011 from $23.9 miiamed during the year ended December 31, 201dinBs in equity in earnings from our joint ventsir@re due 1
declines in revenues that are in turn attributableower average AUM in those entities during tleary Earnings from our affiliate in Poland increshbg $0.2 million t
$1.3 million in year ended December 31, 2011 fralrl$million earned in the year ended December 8102 The remainder of the variance is due to oaresiof thi
marketdriven valuation changes in the underlying holdinfisertain partnership investments which decredse7.4 million to $7.7 million earned in the yeande:
December 31, 2011 from $15.1 million earned dutirggyear ended December 31, 2010.

45




Table of Contents
Interest and dividend income and interest expense

Interest and dividend income decreased by $1.2ami{l 10.9% ) to $9.8 million in the year ended Bmber 31, 2012 (year ended December 31, 2011 0 $iillion ).
The decreas@ interest and dividend income is largely due tdegrease in investment income and interest easnechsh and cash equivalents of $1.1 million.
remaining $0.1 million decrease is due to reductibdividend income on investments held to hedgmemically deferred compensation plans. This div@lexcome i
passed through to employee participants in therdgfeeompensation plans.

Interest expense decreased by $9.5 million ( 15.486$52.3 million in the year ended December 31, 2(year ended December 31, 2011 : $61.8 millipnmarily
due to the retirement of the $215.1 million 5.625@xior Notes in April 2012. Lower borrowing costrsus the comparative period also contributed weidnterest fc
the period.

Interest and dividend income increased by $0.6onil{5.8%) to $11.0 million in the year ended Debem31, 2011 (year ended December 31, 2010: $1llidnmp The
year ended December 31, 2011 includes dividenchiecof $4.9 million on investments held to hedgenecoically deferred compensation plans (Decembe310: $2.
million). The increase in dividend income of $2.8lion is offset by the decreases in investmenbme and interest earned on cash and cash equvaf®t.6 millior
resulting from lower average cash and cash equivalglances during the year ended December 31,2011

Interest expense increased by $3.2 million (5.594)&1.8 million in the year ended December 31, 29&ar ended December 31, 2010: $58.6 million)hidigaverag
debt balances were partly offset by lower averamp of debt during the year ended December 31,.2011

Other gains and losses, net

Other gains and losses, net were a net gain of 88I®n in the year ended December 31, 2012 aspaoed to a net gain of $49.0 millian the year ende
December 31, 2011 . Included within other gains ledes in the year ended December 31, 2612 net gain of $19.7 million resulting from thppaeciation c
investments held for our deferred compensationsplargain on the sale of CLO management contr&é@&L888 million, net realized gains from seed and other invests
of $5.0 million and a $3.7 million gain on an aditibnrelated loan note held to hedge the company'snierteist in certain consolidated investment produdiese gair
were offset by a fourtiquarter charge of $23.5 million related to the gaéimiums on the redemption of the $333.5 millisimgpal amount of 5.375% Senior Notes
February 27, 2013 and the $197.1 million princgraount of the 5.375% Senior Notes due Decembe2dB4. A net loss of $2.5 million was also recoraded012 relate
to the mark-to-market of 1@wonth foreign exchange put option contracts intdrtdeprovide protection against the impact of aifigant decline in the Pound Sterling/
Dollar foreign exchange rate. We incurred $0.8ionillin other-than-temporary impairment chargesteelao seed money investments during the year ebdedmber 3:
2012 (year ended December 31, 2011 : $0.9 milléor) an impairment charge of $1.9 million relate@ toost method investment. In the year ended Deeefith 2012
we experienced $ 0.3 million in net foreign excheuggins (year ended December 31, 2080.6 million in net foreign exchange losses) ko tevaluation of intercompa
foreign currency denominated loans into the varfomstional currencies of our subsidiaries.

Other gains and losses, net were a net gain ofo$dllion in the year ended December 31, 2011 aspaoed to a net gain of $15.6 million in the yeadex
December 31, 2010. Included within other gains kasdes in the year ended December 31, 2011 isdit afe$45.0 million related to the settlement ibightion arising
from the 2007 departure of certain investment @sifinals to a competitor. Also included in otheéngand losses is a net loss of $2.6 million assalt of the deprecati
of assets held for our deferred compensation flgzer ended December 31, 2010: a net gain of §hdldn), together with $8.1 million of net realidgyains from see
investments (year ended December 31, 2010: $9.Romihet realized gains). The 2011 other gains ksdes also included $0.9 million in other-themporan
impairment charges related to other seed moneffilimted funds (year ended December 31, 2010: $6il6on). In the year ended December 31, 2011 imeeirred $0.
million in net foreign exchange losses (year enBedember 31, 2010: $0.2 million in net foreign exuye losses) on the revaluation of intercompangidor currenc
denominated loans into the various functional awies of our subsidiaries.

Non-operating income and expense of consolidated investment products

Interest income of consolidated investment prodregslts from interest generated by the collat@sakts held by consolidated CLOs, which is useatisfy the intere
expenses of the notes issued by the consolidatés@ind other CLO operating expense requiremerdisidimg the payment of the management and performéees t
the company as investment manager. See Part i, 8teFinancial Statements and Supplementary Ditate 20 , “Consolidated Investment Producfsy’ additiona
details.

In the year ended December 31, 2012 , interestmecof consolidated investment products decrease@48y7 million ( 15.9% ) to $258.5 milliofyear ende
December 31, 2011 : $307.2 milligprimarily due to the deconsolidation of certainQCproducts, as well as the impact of certain Cle@tering their amortization peric
Interest expense of consolidated investment preduct
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decreased by $18.7 million ( 10.0% ) to $168.3ioml(year ended December 31, 2011 : $187.0 milliprimarily due to CLO deconsolidation.

Included in other gains/(losses) of consolidatecestiment products, net, are realized and unrealigds and losses on the underlying investments daid o
consolidated investment products. In the year erdecember 31, 2012 , other gains and losses obtidated investment products were a net loss of B&illion , as
compared to a net loss of $138.9 million in theryeraded December 31, 2011 . The net loss in th@ péfiod is primarily associated with real estateestments ar
increases in the market values of the long-ternt dEBLOs that more than offset gains in the mavkdtes of investments held by CLOs.

In the year ended December 31, 2011, interest ircofconsolidated investment products increaseds®§.3 million (27.5%) to $307.2 million (year eni
December 31, 2010: $240.9 million) reflecting theuisition and higher interest rates on variabte esset collateral held by the CLOs. Interest espef consolidate
investment products increased by $68.4 million 7%g). to $187.0 million (year ended December 31, 2&ld8.6 million) reflecting the acquisition andjher variabl
interest rates on outstanding principal balanceSldd notes in 2011.

In the year ended December 31, 2011 other gaindomsds of consolidated investment products waretdoss of $138.9 million, as compared to a nat gah$114.(
million in the year ended December 31, 2010. Thdass in the 2011 period is primarily due to lesBeCLO investments and lorigem debt which more than offset ge
in the market value of investments held by constéid private equity funds. The net gain in the 2p&flod is primarily due to changes in market valoéinvestmen
held by consolidated private equity funds.

Net impact of consolidated investment products and related noncontrolling interestsin consolidated entities

As llustrated in the Summary of Income Statemenpdct of Consolidated Investment Products tabléhatbeginning of this Results of Operations sectibe
consolidation of investment products during therysaded December 31, 2012 resulted in a decreaset timcome of $100.5 milliobefore attribution to noncontrolli
interests. Invesco invests in only a portion ostheroducts, and as a result this net loss istdffseoncontrolling interests of $89.8 million stdting in a net decrease
net income of the company of $10.7 million .

The consolidation of investment products during ylear ended December 31, 2011 resulted in a decreaset income of $87.4 million before attributito
noncontrolling interests. This net loss is offsgtoncontrolling interests of $107.6 million, retiug in a net increase in net income of the compafr$20.2 million. Th
consolidation of investment products during therysaded December 31, 2010 resulted in an increasettincome of $180.7 million before attributianrtoncontrollin
interests. This net income is offset by noncoritrglinterests of $170.9 million, resulting in a irrease in net income of the company of $9.8ionill

Noncontrolling interests in consolidated entitiepresent the profit or loss amounts attributedit@l tparty investors in consolidated investmentpieis. Movements
amounts attributable to noncontrolling interesteamsolidated entities on the company's Consoliti&tatements of Income generally offset the gaimklasses, intere
income and interest expense of consolidated invergtproducts.

Additionally, consolidated investment products esgnt less than 1% of the company's AUM. Theretbie net gains or losses of consolidated investmpesducts i
not indicative of the performance of the compaaggregate assets under management.

Income Before Taxes

Total income before taxes includes income befaxedaf consolidated investment products. Cons@itiatvestment products are taxed at the investe kEnd not ¢
the product entity level; therefore, there is ne paovision reflected in the net impact of consatiell investment products. Accordingly, the tablguded in Item ¢
Financial Statements and Supplementary Data, N&t&Thxation," illustrating the division of inconfl/sses) before taxes between U.S. and Foreignsatted such th
the income before taxes of consolidated investrpeoducts is separately stated. The commentary bdissusses disparities between U.S. and Foreignriedefore taxt
in the Taxation footnote and U.S. and Foreign dpegaevenues in Iltem 8. Financial Statements amgp®mentary Data, Note 18, "Geographic Information

Total U.S. income before taxes of $545.2 million fbe year ended December 31, 2012 includes indoefere taxes of consolidated investment product$568k.:
million , which primarily consists of income fronosolidated private equity partnerships. U.S. inedrefore taxes from consolidated investment praddetreasefi33.:
million ( 35.8%) from 2011 due primarily to lower gains generdigdthese private equity partnerships. Excludingsotidated investment products, U.S. income bt
taxes in 2012 decreased $0.9 million (0.2% ). inedoefore taxes in 2012 had a small decrease aprtr the 4.9% increase U.S. operating revenues, due primarily
legal settlement gain recognized in 2011, as d&sligbove.
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Total Foreign income before taxes of $314.3 millfonthe year ended December 31, 2012 include®$obefore taxes of consolidated investment prodafc$d60.:
million , which primarily consists of losses fromrsolidated CLOs and Japanese real estate paifrgerdforeign consolidated investment producttprelosses totale
$160.2 million in 2012 compared to pre-tax lossE$180.4 millionin 2011 primarily due to lower losses on investraemtld by the Company's consolidated CLC
2012. Excluding consolidated investment produ@eeifn income before taxes decreased by $34.6omi(li6.8% ). Foreign income in 2012 decreasede significantl
than the 0.8% decreaseforeign operating revenues due to increaseddorexpenses incurred in 2012, such as the $13l@madditional distribution fee recorded in
U.K., as discussed above, and expenses incurmhimection with the outsourcing of the Europeansfer agency.

Total U.S. income before taxes of $579.4 milliom the year ended December 31, 2011 (December 31Q: 2f271.0 million) includes income before taxes
consolidated investment products of $93.0 milliBe¢ember 31, 2010: $97.2 million ). The 180% inse#a U.S. income before taxes excluding consolidatedstmer
products is primarily attributable to the inclusiohthe full year of the acquisition of Morgan Se&yis retail asset management business, which @zton June 1, 201
Income before taxes increased in 2011 more sigmifig than the increase in operating revenues fitoenyear-ended December 31, 2010, due to the $156illion of
transaction and integration costs that loweredrmedefore taxes in 2010. U.S. income before takesmsolidated investment products primarily cotssef income fror
consolidated private equity partnerships and tdt$883.0 million for the year ended December 31,12@1decrease of $4.2 million ( 4% ) from 2010.

Total Foreign income before taxes of $328.7 million the year ended December 31, 2011 (Decembel@l): $562.8 million ) includes lossbsfore taxes
consolidated investment products of $180.4 mil{pecember 31, 2010: income before taxes of corast@itiinvestment products of $83.5 million ). Th2%.increasén
Foreign income before taxes excluding consolidatedstment products is driven by a 11.9% incréadeoreign operating revenues during the periodeigo income
(losses) before taxes of consolidated investmesdymts primarily consists of income/(losses) fromnsolidated collateralized loan obligations (CL@sJl Japanese r
estate partnerships. The change in foreign losstsdtaxes from consolidated investment prodwtgrimarily due to markedriven losses incurred by the compa
consolidated CLOs in 2011, whereas gains were decbby the consolidated CLOs in 2010. CLO losseXitil were primarily driven by losses on Icegm debt issue
by the CLOs and losses on asset collateral helthé®yCLOs. Losses on lortgkrm debt were primarily due to narrower spreadiatdn assumptions on debt issuet
certain CLOs and lower default rates. CLO pretecome in 2010 was primarily driven by strong ingti@come on variable rate asset collateral helthbyCLOs.

Income Tax Expense

Our effective tax rate for the year ended DecerBfier2012 increased to 31.7% (year ended Decemhe2@1l: 31.5%) due a smaller impact from losseadn-
controlling interests in consolidated entities Bil2 versus 2011. The inclusion of non-controllintgrests increased our effective tax rate by 3i0%012 and 3.3%
2011. The remainder of the rate movement was pilyndue to changes in the mix of ptax income. The 2011 rate reflects a favorable shf@m the release ol
provision for uncertain tax positions as a resfithe statute of limitation closing.

Our effective tax rate for the year ended Decer8ie2011 increased to 31.5% (year ended Decemh@030D:23.6%) due to losses in noonatrolling interests in 20:
versus income in 2010. The inclusion of ramtrolling interests in consolidated entities @ased our effective tax rate by 3.3% in 2011 amdedesed it by 6.1% in 20!
The remainder of the rate movement was primarily uchanges in the mix of ptax income and favorable adjustments to reconciteax provisions to reflect actual
returns filed, partially offset by a smaller benéfom the release of provisions for uncertain pasitions in 2011 versus 2010. The 2010 rate ialdaded nondeductible
transaction and integration costs related to tlogiaed business.

Schedule of Non-GAAP Information

We are presenting the following n@AAP performance measures: net revenue (and bylasitin, net revenue yield on AUM), adjusted opegincome (and
calculation, adjusted operating margin), adjustedimcome attributable to common shareholders fgnchlculation, adjusted diluted earnings per sk@RS)). We belie
these norGAAP measures provide greater transparency intdosiness and allow more appropriate comparisotisindustry peers. Management uses these perfor
measures to evaluate the business, and they asestaom with internal management reporting. Thetrdoectly comparable U.S. GAAP measures are opgraevenue
(and by calculation, gross revenue yield on AUM)emting income (and by calculation, operating nmgrget income (and by calculation, diluted EPESjch of thes
measures is discussed more fully below.

These norGAAP measures should not be considered as sulestifat any measures derived in accordance with G/&AP and may not be comparable to o
similarly titled measures of other companies. Aiddial reconciling items may be added in the futarthese non-GAAP measures if deemed appropriate.

The following are reconciliations of operating raues, operating income (and by calculation, opsgathargin), and net income attributable to commizareholder
(and by calculation, diluted EPS) on a U.S. GAABi®#0 net revenues, adjusted operating
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income (and by calculation, adjusted operating imyrgnd adjusted net income attributable to comstwareholders (and by calculation, adjusted dil&e8):

$ in millions, except per share data

Operating revenues, U.S. GAAP basis

Third-party distribution, service and advisory enxpes®

Third-party distribution expense related to thedp@an infrastructure initiative
Proportional share of net revenues from joint vemnarrangementd

Management fees earned from consolidated investpredticts eliminated upon
consolidatior®

Performance fees earned from consolidated investpreducts eliminated upon
consolidatior®

Other revenues recorded by consolidated investprenucts®

Net revenues

Operating income, U.S. GAAP basis

Proportional share of operating income from joiahture investmentd
Transaction and integration chards

Amortization of acquisition-related prepaid compseitn @
Amortization of other intangible€8

Change in contingent consideration estimétes

Compensation expense related to market valuatiang#s in deferred compensatic
plans®

Consolidation of investment produéts
Third-party distribution expense related to thedpaan infrastructure initiative
Other reconciling item$

Adjusted operating income

Operating margin*

Adjusted operating margin**

Net income attributable to common shareholders, GAAP basis
Transaction and integration charges, net ofttax

Amortization of acquisition-related prepaid compeitn @
Amortization of other intangibles, net of téx

Change in contingent consideration estimétes

Deferred compensation plan market valuation chaagddividend income less
compensation expense, net of fx

Deferred income taxes on goodwill and intangibleets®

Consolidation of investment produé¥s

Gain on sale of management contracts, net of’tax

Third-party distribution expense related to the Europefiastructure initiative, net ¢
tax (6)

Other reconciling item$

Adjusted net income attributable to common shadgrs|

Average shares outstanding - diluted
Diluted EPS
Adjusted diluted EPS***

*  Operating margin is equal to operating income dididy operating revenu

2012 2011 2010 2009 2008
4,177.( 4,092. 3,487 2,627. 3,307.¢
(1,311.9 (1,282.%) (1,053.9 (737.0 (927.6)
15.2 — — — —
37.8 41.2 422 44.7 57.
38.€ 46.¢ 45.% 8.C 6.2
2.4 0.5 — — —
— — 0.3 2.0 (5.9
2,959.( 2,898.¢ 2,521 1,941.( 2,437.¢
871t 898.1 589.¢ 484.% 747.¢
15.7 19.2 22.¢ 28.2 39.7
8.2 29. 150.( 10.€ —
— 15.C 20.C 20.C 20.C
29.€ 422 30.% 12.€ 13.
23 (13.9) 3.9 — —
14. 5.8 9.2
72 60. 54.¢ 9.5 5.2
15. — — — —
20.% 12.1 24.2 — —
1,045 1,068.¢ 897. 565.€ 826.1
20.5% 21.% 16.9% 18.2% 22.6%
35.5% 36.% 35.6% 29.1% 33.9%
677.1 729.7 465.7 322t 481
5.1 18.2 103.1 8.9 —
— 15.¢ 20.C 20.C 20.C
27. 37.¢ 27.2 12 13.
23 (13.9) (2.5 — —
(7.9) 2.5 (5.9 — —
26.C 27.C 21.1 14.4 12.4
10.7 (20.9) (6.9) — —
(5.9 — — — —
11.€ — — — —
34.7 (15.9) 17.C — —
776. 781.¢ 639.7 378.1 527.1
453.¢ 464.7 463. 423.€ 399.1
$1.4¢ $1.5 $1.01 $0.7€ $1.21
$1.71 $1.6¢ $1.3¢ $0.8¢ $1.3

**  Adjusted operating margin is equal to adjusted afjieg income divided by net revent

** Adjusted diluted EPS is equal to adjusted net inedimided by the weighted average shares outstgradimount used in the calculation of diluted E
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Third-party distribution, service and advisory expenses

Third-party distribution, service and advisory empes include renewal commissions, management beg¢eeand distribution costs (12tand marketing suppo
paid to brokers and independent financial advis@®se Item 8, Financial Statements and Supplemeraty - Note 1, "Accounting Policies, Reven
Recognition" for additional details. While the termsed for these types of expenses vary by geogréipdy are all expense items that are closelyelihto thi
value of AUM and the revenue earned by Invesco fA&dsM. Since the company has been deemed to beriheigal in the thirdparty arrangements, the comp
must reflect these expenses gross of operatinghoegeunder U.S. GAAP. Management believes thadédection of thirdsarty distribution, service and advis
expenses from operating revenues in the computafioret revenues (and by calculation, net reveriakel yon AUM) and the related computation of adjd
operating income (and by calculation, adjusted @ipey margin) appropriately reflects the naturéhefse expenses as revershring activities, as these costs
passed through to external parties who performtfons on behalf of, and distribute, the companylanaged funds. Further, these expenses varysesnby
geography due to the differences in distributioarsiels. The net presentation assists in identifjfiegrevenue contribution generated by the busjmessoving
distortions caused by the differing distributionraohel fees and allowing for a fair comparison Witls. peer investment managers and within Invesowir
investment units. Additionally, management evalsiatet revenue yield on AUM, which is equal to retenues divided by average AUM during the repo
period. This financial measure is an indicatorfed basis point net revenues we receive for eadardol AUM we manage and is useful when evaluatim
company’s performance relative to industry competiand within the company for capital allocatiamgoses.

Proportional share of net revenues and operating income from joint venture investments

The company has two joint venture investments im&hThe Invesco Great Wall joint venture is onehef largest Sindereign managers of equity product:
China, with AUM of approximately $6.4 billion as Becember 31, 2012The company has a 49.0% interest in Invesco Gkedit The company also has a 5
joint venture with Huaneng Capital Services to ascprivate equity investment opportunities in poweneration in China through Huaneng Invesco \
Investment Consulting Company Ltd. Enhancing ouerafions in China is one effort that we believe Idomnprove our competitive position over tir
Accordingly, we believe that it is appropriate t@kiate the contribution of our joint venture intreents to the operations of the business.

Management believes that the addition of our priomaal share of revenues, net of distribution exgesn from joint venture investments in the compartadf ne
revenues and the addition of our proportional sledireperating income in the related computationsdjfisted operating income and adjusted operatiagin
also provide useful information to investors anflentusers of the company's financial statementsnaisagement considers it appropriate to evalua
contribution of its joint ventures to the operasasf the business. It is also consistent with tles@ntation of AUM and net flows (where our projworal share ¢
the ending balances and related activity are reftBand therefore provides a more meaningful ¢aticun of net revenue yield on AUM.

Consolidated investment products

See Part Il, Item 8, Financial Statements and Supphtary Data, Note 20 - “Consolidated Investmewd@cts” for a detailed analysis of the impact to
companys Consolidated Financial Statements from the catestidn of investment products. The reconcilingrigeadd back the management and perforn
fees earned by Invesco from the consolidated pitsdaurtd remove the revenues and expenses recordbd bgnsolidated products that have been inclinéae
U.S. GAAP Consolidated Statements of Income.

Management believes that the consolidation of ifnuest products may impact a reader's analysis ofuoderlying results of operations and could res;
investor confusion or the production of informatiamout the company by analysts or external cretiitg agencies that is not reflective of the unded result:
of operations and financial condition of the compahiccordingly, management believes that it is appiate to adjust operating revenues, operatingmean
net income for the impact of consolidated investnpnducts in calculating the respective net reesnadjusted operating income and adjusted neiniac® he
reconciling items add back the management and pegioce fees earned by Invesco from the consolidaiediucts and remove the operating and operating
income and expenses recorded by the consolidatetligts that have been included in the U.S. GAAPsGlitlated Statements of Income.
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Acquisition-related reconciling items

Acquisition+elated adjustments include transaction and integraxpenses and intangible asset amortizatiate@lto acquired assets, amortization of pre
compensation related to the 2006 acquisition of WRbhss & Co., and tax cash flow benefits resulfirgn tax amortization of goodwill and indefinitized
intangible assets. Transaction and integration resg reflect the legal, regulatory, advisory, védumg integrationrelated employee incentive awards and ¢
professional or consulting fees, general and adsnative costs, including travel costs relatedamsactions and the costs of temporary staff imain executin
the transaction, and the post closing costs ofjmateng the acquired business into the compaexisting operations including incremental costsoaiated wit
achieving synergy savings. Transaction and integraxpenses include legal costs related to thendef of auction rate preferred securities comdagised i
the pre-acquisition period with respect to variglessedend funds included in the acquisition. See Paiteém 8, Financial Statements and Supplementarg.
Note 19 - “Commitments and Contingencies” for aiddil information. Additionally, acquisitiorelated reconciling items include changes in edésa
contingent earn-out liabilities booked from pri@gaisitions, which is offset in the period by inesed amortization related to the writi-of related manageme
contract intangible assets. The U.S. GAAP to norABAreconciling items also include acquisitimlated amortization charges related to previousinas
combinations. The tax benefit is recorded on aigoif the intangible amortization expense thatsdoat generate a cash tax benefit.

Management believes it is useful to investors aheérousers of our financial statements to adjustte transaction and integration charges and rinartizatior
expenses in arriving at adjusted operating incadpisted operating margin and adjusted diluted BB$his will aid comparability of our results petito perioc
and aid comparability with peer companies that matyhave similar acquisition-related charges.

While finite-lived intangible assets are amortizender U.S. GAAP, there is no amortization chargegondwill and indefinitdived intangibles. In certa
qualifying situations, these can be amortized & fgurposes, generally over a i&ar period, as is the case in the U.S. Theseftash (in the form of reduce
taxes payable) represent tax benefits that arencbided in the Consolidated Statements of Incobeeat an impairment charge or the disposal of ¢hetet
business. We believe it is useful to include thiasecash flow benefits in arriving at the adjustiéidted EPS measure. The company receives thebefloae
benefits but does not anticipate a sale or impaitroéthese assets in the foreseeable future,lardfore the deferred tax liability recognized urldeS. GAAP i
not expected to be used either through a creditarConsolidated Statements of Income or througteseent of tax obligations.

Market movement on deferred compensation plan liabilities

Certain deferred compensation plan awards involketian to the employee linked to the appreciatepreciation) of specified investments, typicahg fund:
managed by the employee. Invesco hedges econoynibalexposure to market movements by holding tiresestments on its balance sheet. U.S. GAAP reg
the appreciation (depreciation) in the compensdtadrility to be expensed over the award vestinggakin proportion to the vested amount of the alas part ¢
compensation expense. The full value of the inveatrappreciation (depreciation) is immediately rded below operating income in other gains andesshi:
creates a timing difference between the recognitibthe compensation expense and the investmentagaloss impacting net income attributable to cam
shareholders and diluted EPS which will reverse tive life of the award and net to zero at the efnthe multiyear vesting period. During periods of high ma
volatility these timing differences impact compeima expense, operating income and operating margia manner which, over the life of the award,|
ultimately be offset by gains and losses recordeldvb operating income on the Consolidated Statesnefitincome. The noGAAP measures exclude -
mismatch created by differing U.S. GAAP treatmeitthe market movement on the liability and theeisiments.

Since these plans are hedged economically, managdrekeves it is useful to reflect the offset mititely achieved from hedging the investment magkpbsur
in the calculation of adjusted operating incomed(by calculation, adjusted operating margin) andstdd net income (and by calculation, adjustedted EPS
to produce results that will be more comparabléogeto period. The related fund shares will haverbpurchased on or around the date of grant, editinig an'
ultimate cash impact from market movements thatiooger the vesting period.

Additionally, dividend income from investments hettlhedge economically deferred compensation pkmecorded as dividend income and as compen:
expense on the compasyConsolidated Statements of Income on the recatesdThis dividend income is passed through t@thployee participants in the p
and is not retained by the company. The non-GAARsuees exclude this dividend income and relatedhbemisation expense.
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Third party distribution expense related to the European infrastructure initiative

As part of the outsourcing of the U.K. transferagg as discussed below in footnote 8, "Other reitiog items," operational process changes restt
an accounting adjustment recognizing additionatibistion expense of $15.3 million ($11.6 milliamet of tax) in the fourth quarter and year endedeb#er 31
2012. This additional expense is attributable taools prior to 2012. For the reasons outlined belitwe expense has been excluded in arriving ahoatGAAP
results.

Gain on sale of management contracts

Included in other gains and losses, net in 20E2gain of $8.3 million ($5.8 million, net of taxglated to the sale of the management contracteftain
European collateralized loan obligation products@6). To aid comparability of our results periodoiriod, and aid comparability with peer compatiieg may
not have similar disposition-related gains, thimgad the associated taxation have been excludadiving at the company's non-GAAP results. Thempany's
tax income provision included a taxation charg&2b million related to this gain.

Other reconciling items

European infrastructure transformational initiati®es announced in 2011, the company is outsouritgnBuropean transfer agency and is making cestairctura
changes to product and distribution platforms. Esgs incurred related to the European infrastracagtivities are excluded in arriving at the @AAP
financial information. For the year ended Decen®fer2012, this adjustment includes $5.6 million ¢Bmber 31, 2011: $7.6 million) in compensation &ges
primarily due to severance costs ; $7.3 million ¢Bmber 31, 2011: $5.3 million) in general and adstviative costs, primarily related to professiooahtracto
services and mutual fund costs; $1.6 million (Delben81, 2011: none)in marketing costs and $5.8anil{December 31, 2011: $5.9 million) of propertyd
technology costs. The company's income tax pravigheluded tax benefits related to these items 328 $nillion in the the year ended December 31, !
(December 31, 2011: $1.9 million).

Included within other gains and losses, net du@ifd2 is a loss of $2.5 million related to the marknarket of four foreign exchange put option cons;
purchased in the second quarter 2012, intendedotade protection against the impact of a significdecline in the pound sterling/U.S. dollar foreigxchang
rate. The cost to the company of these contraess $2.5 million at their inception date, which eg@nts the company's maximum exposure to loss the
contracts over the 1&wonth cumulative contract period, and contract migtuanges from September 25, 2012 to June 253 20he adjustment from U.S. GA,
to non-GAAP earnings for the year ended DecembgPB312 is a $0.8 million credit that removes th@att of market volatility; therefore, the companys-
GAAP results include only the amortization of thwstcof the contracts during the contract perioce Télated norGAAP adjustment to the company's income
provision during 2012 is a charge of $0.2 million.

Other gains and losses, net included a charge 2b6%aillion in the fourth quarter of 2012 relatedthe call premiums on the redemption of the $338ilson
principal amount of 5.375% Senior Notes due Felyr@dr 2013 and the $197.1 million principal amoahthe 5.375% Senior Notes due December 15, 20ie
company's income tax provision included a taxatioarge of $5.8 million related to the charge.

Included within other gains and losses, net inythar ended December 31, 2011 is a credit of $44l@mrelated to the settlement of litigation anig from the
2007 departure of certain investment professiotwaégscompetitor. Included within general and adstmative expenses are legal fees associated visthittgation
of $3.6 million. The company's income tax provisinoluded a taxation charge of $15.6 million redate the settlement credit, net of legal fees.

Included within marketing expenses in the year dndecember 31, 2011 is a credit of $10.4 milliolater to the termination of naming rights to thenida
Broncos stadium. The company's income tax provisioluded a taxation charge of $4.0 million in tfear ended December 31, 2011 relating to the credit

Included within general and administrative expensedbe year ended December 31, 2010 was a ch&a®E®B million relating to a levy from the U.K.r&ncia
Services Compensation Scheme.The company's taisimouncluded tax benefits of $4.3 million relaino this charge. An additional $0.4 million changas
recorded in the year ended December 31, 2011 tefieevised estimates of the levy. The compamaxsprovision included tax benefits of $0.1 millioelating tc
this revision.
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Included within general and administrative experinghe year ended December 31, 2010 is a char@8.8f million representing reimbursement costs ftae
correction of historical foreign exchange allocasioin the fund accounting process that impactedréiperting of fund performance in certain funds.e
companys income tax provision includes tax benefits of9gaillion relating to this charge. A $0.3 milliomedlit was recorded in the year ended Decembe
2011 reflecting the final amount reimbursed, togethith an associated $0.1 million tax charge.

Management believes that the exclusion of thesasitelue to their unique character and magnitude) fiet income provides useful information to ineest a
this view is consistent with how management evakighe performance of the business. Exclusion edethitems will aid in comparability of our resuiitem
period to period and the comparability of our resulith those of peer investment managers.

Balance Sheet Discussion

A summary of the balance sheet impact of consdilatvestment products is presented below. Thentajaf the companys consolidated investment products ("C
are CLOrelated. The collateral assets of the CLOs are $allely to satisfy the obligations of the CLOs. Twenpany has no right to the benefits from, norsdbbear th
risks associated with, the collateral assets hglthb CLOs, beyond the compaayhinimal direct investments in, and managemers fgmerated from, CLOs. If
company were to liquidate, the collateral assetslevaot be available to the general creditors ef tbmpany, and as a result, the company does neides them to t
company assets. Conversely, if the CLOs were tadate, their investors would have no recourséhéogeneral credit of the company. The company thereloes nc
consider this debt to be a company liability.

Summary of Balance Sheet Impact of Consolidated Irestment Products

December 31, 2012 December 31, 2011
Impact of Impact of
Consolidated Consolidated

investment Consolidated investment Consolidated
$ in millions products Total products Total
ASSETS
Current assets:
Cash and cash equivalents — 835.t — 727.L
Cash and cash equivalents of CIP 287.¢ 287.¢ 382.: 382.%
Unsettled fund receivables — 550.1 — 4441
Accounts receivable (4.4) 449.¢ (10.2) 424 ¢
Accounts receivable of CIP 84.1 84.1 98.t 98.t
Investments — 363.¢ — 283.7
Prepaid assets — 50.3 — 51.2
Other current assets — 94.t 10.€ 150.C
Deferred tax asset, net — 38.4 — 28.7
Assets held for policyholders — 1,153.¢ — 1,243t
Total current assets 367.5 3,907.¢ 481.¢ 3,834.:
Non-current assets:
Investments (66.€) 246.¢ (92.6) 200.¢
Investments of CIP 4,550.¢ 4,550.¢ 6,629.( 6,629.(
Security deposit assets and receivables — 27.4 — 81.2
Other non-current assets — 26.€ — 17.¢
Deferred sales commissions — 47.7 — 40.5
Property and equipment, net — 349.¢ — 312.¢
Intangible assets, net — 1,287.% — 1,322.¢
Goodwill — 7,048.: — 6,907.¢
Total non-current assets 4,484.( 13,584.¢ 6,536.¢ 15,512.¢
Total assets 4,851.f 17,492.. 7,017.¢ 19,347.(
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Summary of Balance Sheet Impact of Consolidated Iestment Products (continued)

December 31, 2012

December 31, 2011

$ in millions

Impact of Consolidated
investment products

Consolidated

Total

Impact of Consolidated
investment products

Consolidated
Total

LIABILITIES AND EQUITY
Current liabilities:

Current maturities of total debt
Unsettled fund payables
Income taxes payable

Other current liabilities

Other current liabilities of CIP
Policyholder payables

Total current liabilities

Non-current liabilities:
Long-term debt

Long-term debt of CIP
Deferred tax liabilities, net
Security deposits payable
Other non-current liabilities

Total non-current liabilities

Total liabilities

Equity:

Equity attributable to common shareholds
Common shares

Additional paid-in-capital

Treasury shares

Retained earnings

Retained earnings appropriated for investors
in CIP

Accumulated other comprehensive incon
net of tax

Total equity attributable to common
shareholders

Equity attributable to noncontrolling
interests in consolidated entities

Total equity

Total liabilities and equity

— — — 215.1

— 552.F — 439.¢

= 77.¢ = 59.
8.9 824.7 (19.6) 841.F
104.2 104.% 175.1 175.1
— 1,153.¢ — 1,243
95. 2,713.( 155 2,974
— 1,186.( — 1,069.¢
3,899.¢ 3,899.¢ 5,512.¢ 5,512.¢
— 3112 — 274.(

= 27.2 = 812

— 306. — 297.:
3,899.¢ 5,730.¢ 5,512.¢ 7,235.(
3,994.¢ 8,443.c 5,668.« 10,209«
— 98.1 — 98.1

— 6,141.( — 6,180.¢

— (1,382.9 — (1,280.9)
217 2,801.¢ 31.¢ 2,413
128.¢ 128.¢ 334.: 334.%
(20.9 530.F (30.9) 3735
129.1 8,316.¢ 335.2 8,119.:
727.¢ 7322 1,014.( 1,018
856.7 9,049.( 1,349.¢ 9,137.¢
4,851} 17,492.¢ 7,017.¢ 19,347

Cash and cash equivalents

Unsettled fund receivables and payables

54

Cash and cash equivalents increased by $108.lomilfom $727.4 million at December 31, 2011 to $83%illion at December 31, 2012 . See “Cash Floimsthe
following section within this Management's Discessiand Analysis for additional discussion regarding movements in cash flows during the periode Bem 8
Financial Statements and Supplementary Data - BlgtéAccounting Policies - Cash and Cash Equivagntgarding requirements to mandate the retentioligoid
resources in certain jurisdictions.

Unsettled fund receivables increased by $105.7ianilfrom $444.4 million at December 31, 2011 to @35million at December 31, 2012due primarily to highe
transaction activity between funds and investorsie Decembe2012 when compared to late December 2011 in oshofe funds. In the company's capacity as sp
of UITs, the company records receivables from brekédealers, and clearing organizations for urektell trades of securities and UITs in additiomeceivables froi
customers for unsettled sell trades of UITs. In BuK. and offshore activities, unsettled fund reebies are created by the normal settlement pednodsansactior
initiated by certain clients. The presentationhef tinsettled fund receivables and substantiallsettihg
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payables ( $552.5 million at December 31, 2012ramf$439.6 million at December 31, 20JLat trade date reflects the legal relationshipvieen the underlying inves
and the company.

Investments (current and non-current)

As of December 31, 2012 we had $610.7 millionnivestments, of which $363.9 million were currenteistments and $246.8 million were nourrent investment
Included in current investments are $113.4 millafrseed money investments in affiliated funds usedeed funds as we launch new products, and $2aBibn of
investments related to assets held for deferredpeosation plans, which are also held primarily fiili@ed funds. Seed investments increased by $ 48illion during
the year ended December 31, 2012 , due primarié/tduseed purchases for our balandskl-and various global strategy funds, offset ley disposals of seed mor
investments. Investments held to hedge deferregensation awards increased by $ 29.1 mildaning the year, primarily due to additional invaeehts in affiliated func
to hedge economically new employee plan awardsudied in non-current investments are $228.2 millioequity method investments in our Chinese joertures and
certain of the company’s private equity partnershipal estate partnerships and other investmeédsémber 31, 2011 : $193.1 million). The increafs® 35.1 millionin
equity method investments was primarily driven hyircrease of $42.8 million due to capital calle@investments, including real estate investments28t B million an
private equity funds of $14.1 million, and an irese of $16.6 million due to earnings and valuagi@ins of partnership investments. The increasesaitnershi
investments are offset by distributions and capéairns of $20.3 million during the period. Thdueof the joint venture investments has incredsefi3.6 million durin
the period as a result of current year earning$1df.1 million, $2.5 million in positive impact obffeign exchange rate movements, offset by dividgradd of $13.
million.

Assets held for policyholders and policyholder paies

One of our subsidiaries, Invesco Perpetual Lifeitad is an insurance company that was establishéakilitate retirement savings plans in the UTKe entity hold
assets that are managed for its clients on itsnbalaheet with an equal and offsetting liabilitheTdecrease in the balance of these accounts figP4&%5 millionai
December 31, 2011 , to $1,153.6 million at Decen®ier2012, was the result of foreign exchange movementsaatidrd party transfer of administration contrait
another provider, offset by the increase in thekeiavalues of these assets and liabilities.

Intangible assets, net

Intangible assets reflect a net decrease of $3Blibmfrom $1,322.8 million at December 31, 201tb $1,287.7 million at December 31, 2012 . Therelase in
intangible assets, net is due to amortization & &nillion, $3.0 million adjustment for the sale@.O management contracts and foreign exchangeements of $2.5
million.

Goodwill

Goodwill increased from $6,907.9 million at Decem®#, 2011 , to $7,048.2 million at December 311.2@ue to foreign exchange movements of $ 123.0omiknc
the final earn-out adjustments related to the 28€guisitions of W.L. Ross & Co. and Invesco Powergh of $17.3 million See Item 8, Financial Statements
Supplementary Data - Note,7'Goodwill," for an analysis of the change in gwaltl balances between periods. The company's angoadlwill impairment review
performed as of October 1 of each year. As a redutat analysis, the company determined thatnmmairment existed at that date. See “Critical Actng Policies -
Goodwill” for additional details of the company'saglwill impairment analysis process.

Total debt

In April 2012 the company repaid the $215.1 millm5.625% Senior Notes that were recorded as cudebt as of December 31, 2011. As at Decemhe2(@II2 ther
is no current portion of total debt. The non-cuotrportion of our total debt increased from $1,86uillion at December 31, 2011 , to $1,186.0 millatDecember 3:
2012, an increase of $116.4 million. During the fougtlrarter of 2012 the company issued an initial eggte principal amount of $600.0 million 3.125% iSeiNote:
that mature on November 30, 2022. The proceetiifssuance were then partly used to redeem388.% million principal amount of 5.375% Senior Bescheduled
mature on February 27, 2013 and the $197.1 mifioncipal amount of 5.375% Senior Notes schedutechature on December 15, 2014. During 2012 thepeomy als:
made net borrowings on the credit facility of $4Hlion, increasing the outstanding balance aBec¢ember 31, 2012 to $586.5 million. These balaeselude any de
of consolidated investments products.

55




Table of Contents
Liquidity and Capital Resources

Our capital structure, together with available chalances, cash flows generated from operationstirgx capacity under our credit facility and fuethcapital marke
activities, if necessary, should provide us witffisient resources to meet present and future cesus, including operating, debt and other obligatias they come d
and anticipated future capital requirements. Weehaduced our leverage at December 31, 2012 , érgerar ago, as illustrated by the change in out-tdeequity ratios il
the table below. Material changes in the compargyétal structure over the last three years include

2012:In April of 2012 the company repaid the $215.1 imill 5.625% senior notes utilizing borrowing fronetbompany's credit facility and existing cash onchdr
November, the company issued an initial aggregateipal amount of $600.0 million of 3.125% senimtes due in November 2022. The net proceeds fhenissuanc
were used to repay the $333.5 million 5.375% note Eebruary 2013 and $197.1 million 5.375% note Deaeember of 2014. In December, the company et dis
makewhole call option of these two notes paying a ptemif $23.0 million to retire the debt early. Themaining proceeds from the issuance were usedefoerg
corporate purposes. During 2012 , we repurchaset rhillion common shares in open market transastiatilizing $265.0 millionin cash under the company's bc
approved open market share repurchase program.

2011:During 2011, the company repurchased 18.8 millommon shares for $436.5 million under the compabyard approved open market share repurchase pmc
On June 3, 2011, the company amended and restatddde-year unsecured $1.25 billicredit agreement to, among other matters, prowde fterm of five years. T
amended and restated facility is now scheduledpa® on June 3, 2016 .

2010: During 2010, the company issued 30.9 million shafesew equity, in the form of common and nasting common equivalent preferred shares (withneaaic
rights identical to common stock, other than natrig vote such shares) to Morgan Stanley in catjan with the close of the acquisition of Morgatar8ey's retail ass
management business. (The shares were subseqselatljo unrelated third parties). We used a contlnaof existing cash balances and $650.0 millicedit facility
borrowing to satisfy the $770.0 million cash coesation related to the acquisition. The compang edpurchased 9.4 million common shares for $182l#n during the
year under the company's board approved open msiiket repurchase program.

Our capital management priorities have evolved withgrowth and success of our business and include

. Reinvestment in the business;

. Steady annual growth of dividends (as illustraied further discussed in the "Dividends" sectielow);
. Share repurchase; and

. Establishment of an approximate $1 billion casffdy in excess of regulatory requirements.

These priorities are executed in a manner consistiéim our desire to maintain a strong, investmguatele credit rating.

As of the date of this Report, Invesco holds credfings of A-Stable and A3/Stable from S&P and Moody's respelgtiviFurthermore, S&P considers our
management to be strong. Standard & Poor's ratepaies’ enterprise risk management capabilitiea epale of Fair, Adequate, Strong, and Excell®nt. ability tc
continue to access the capital markets in a timeyner depends on a number of factors, includingcoedit ratings, the condition of the global ecory investors’
willingness to purchase our securities, interetgts;acredit spreads and the valuation levels oftequarkets. If we are unable to access capitaketarin a timely manne
our business could be adversely impacted. SeePaldd, Item 1A - "Risk Factors," for more detaildidcussion on reliance on credit ratings.

The consolidation of $4.2 billion and $4.0 billiofi total assets and long-term debt of certain Ck@lpcts as of December 31, 2012 spectively, did not impact t
companys liquidity and capital resources. The collatesseds of the CLOs are held solely to satisfy tHegations of the CLOs. The company has no righth®benefit
from, nor does it bear the risks associated whtb,dollateral assets held by the CLOs, beyonddhgeanys minimal direct investments in, and managemerst gemerate
from, these products, which are eliminated uporsobdation. If the company were to liquidate, tldlateral assets would not be available to the g#reeditors of th
company, and as a result, the company does noidesrtiem to be company assets. Conversely, iCh®s were to liquidate, their investors would hawerecourse |
the general credit of the company. The companyetbez does notonsider this debt to be an obligation of the comyp&ee Part I, ltem 8, Financial Statements
Supplementary Data - Note 20 , “Consolidated Inmestt Products,” for additional details.

See Item 8, Financial Statements and Supplemebitiyy - Note 1 , “Accounting Policies - Cash andiCaquivalents,tegarding requirements to mandate the rete
of liquid resources in certain jurisdictions.
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Selected balance sheet information is reflectetiartable below:

Excluding Consolidated Investment Products Including Consolidated Investment Products
(CIP)(Non-GAAP) @ (CIP)(U.S. GAAP)
December 31, December 31, December 31, December 31, December 31, December 31,
2012 2011 2010 2012 2011 2010

$ in millions
Cash and cash equivalents 835.t 727.¢ 740.t 835.t 727. 740.t
Investments of CIP — — — 4,550.¢ 6,629.( 7,206.(
Total asset§’ 12,640.¢ 12,329.. 12,505.: 17,492 19,347.( 20,444.:
Current maturities of total debt — 215.] — — 215.1 —
Long-term debt 1,186.( 1,069.¢ 1,315.° 1,186.( 1,069.¢ 1,315.%
Long-term debt of CIP — — — 3,899.« 5,512.¢ 5,865.
Total debt / Total debt plus CIP debt 1,186.( 1,284.° 1,315.° 5,085. 6,797.¢ 7,181.:
Total liabilities® 4,448.¢ 4,541.( 4,731.; 8,443.« 10,209. 11,083.
Total equity® 8,192.C 7,788.. 7,773.¢ 9,049.( 9,137.¢ 9,360.¢
Debt/Equity %™ @ 14.5% 16.5% 16.%% 56.2% 74.4% 76.7%

(1) The balance sheet line items excluding codat#d investment products are M@AAP financial measures. To calculate total assgtduding CIP at December !
2012, use U.S. GAAP total assets of $17,492.4onil{2011: $19,347.0 million ; 2010: $20,444.1 roili) and subtract total assets of CIP of $4,85%iliom (2011
$7,017.8 million ; 2010: $7,939.0 million). To calate total liabilities excluding CIP at Decembér, 2012, use U.S. GAAP total liabilities of $8,443nillion (2011
$10,209.4 million ; 2010: $11,083.2 million ) anabgract total liabilities of CIP of $3,994.8 millio(2011: $5,668.4 million 2010: $6,352.0 million). To calcule
total equity excluding CIP at December 31, 2012, UsS. GAAP total equity of $9,049.0 million (201#9,137.6 million ; 2010: $9,360.9 millignand subtract tot
equity of CIP of $856.7 million (2011: $1,349.4 lioh ; 2010: $1,587.0 million). See the "Balance Sheiscilssion" section for a fully expanded balanceet
illustrating the impact of consolidation of investnt products for 2012 and 2011.

(2) The debt-to-equity ratio excluding CIP is as®AAP financial measure. The debtéquity ratio is calculated as total debt divideddtal equity for the balance sh
excluding CIP and total debt plus loteym debt of CIP divided by equity for the balasteet including CIP. Management believes thatimjgortant to illustrate fc
users of our financial statements that calculatifglance sheet measure, such as the dedujtiity ratio, including the impact of CIP causes tompany to appear
more indebted than is the case. As disclosed alboeelebt of CIP is not the company's debt, nathéaoteholders of the CIP debt have any recoorigetcompany.

Cash Flows Discussion

The ability to consistently generate cash from afens in excess of capital expenditures and diddeayments is one of our company's fundamentahéial strength
Operations continue to be financed from currentiegs and borrowings. Our principal uses of cagiierothan for operating expenses, include divideaygiments, capit
expenditures, acquisitions, purchase of our shiarége open market and investments in certain meestment products.

Cash flows of consolidated investment productsc(dised in Item 8, Financial Statements and SuppiemeData - Note 20, “Consolidated InvestmertdRcts”)are
reflected in Invesco's cash provided by or usedperating activities, investing activities and fieang activities. Cash held by consolidated investtrproducts is n
available for general use by Invesco, nor is Ingesash available for general use by its consoldlagestment products. Accordingly, the table beloresents tt
consolidated total cash flows of the company amuhistely presents the impact to the cash flows fthenconsolidation of investment products. The cimhs of
consolidated investment products do not form parthe company’s cash flow management processesdodhey form part of the compasysignificant liquidit
evaluations and decisions for the reasons noteeldidtussion that follows the table focuses orctilepany’s cash flows.
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Summary of Cash Flow Statement Impact of Consolidad Investment Products

December 31, 2012

December 31, 2011

December 31, 2010

Impact of Impact of Impact of
Consolidated Consolidated Consolidated
Investment Invesco Ltd. Investment Invesco Ltd. Investment Invesco Ltd.
$ in millions Products Consolidated Products Consolidated Products Consolidated
Operating activities:
Net income (100.6) 587.% (87.5) 622.( 180.7 636.¢
Adjustments to reconcile net
income to net cash (used
in)/provided by operating
activities:
Amortization and depreciation — 95.C — 117.¢ — 96.7
Share-based compensation
expense — 136.4 — 115.1 — 117.¢
Gains on disposals of
property, equipment, and
software, net — (0.9 — (5.9 — —
Purchase of trading
investments — (10,192.) — (10,548.() — (7,093.)
Proceeds from sale of trading
investments — 10,185.: — 10,537.1 — 7,032.°
Other gains and losses, net 8.7 (8.9 — (49.0) — (15.6)
Call premium on debt
extinguishment — (23.0) — — — —
Losses/(gains) of consolidat:
investment products, net 97.7 97.7 138.¢ 138.¢ (114.0 (114.0
Tax benefit from share-based
compensation — 52.2 — 77.¢ — 63.£
Excess tax benefits from
share-based compensatio — (12.7%) — (14.7%) — (24.¢)
Equity in earnings of
unconsolidated affiliates (0.4) (29.7%) 0.2 (30.5) 0.7 (40.2)
Dividends from
unconsolidated affiliates — 15.€ — 21.: — 26.C
Changes in operating assets and
liabilities:
Decrease/(increase) in cash
held by CIP (36.29) (36.2) 264.2 264.2 (336.2) (336.2)
Decrease/(increase) in
receivables 16.4 113.¢ 8.7 213.¢ (31.¢) (223.9)
(Decrease)/increase in
payables (38.9 (160.7) (162.6€) (494.9) 78.2 243.(
Net cash provided by/(used in)
operating activities (52.9) 819.% 162.( 964.¢ (222.0) 379.2
Investing activities:
Purchase of property and
equipment — (99.9 — (207.0 — (89.6)
Disposal of property and
equipment — 0.€ — 12.€ — —
Purchase of available-for-sale
investments 11.¢ (85.9 — (31.9 — (33.9
Sale of available-for-sale
investments (17.¢) 50.€ (5.0 60.2 (1.€) 64.7
Purchase of investments by C (3,252.0) (3,252.() (2,991.9) (2,991.9) (2,367.) (2,367.)
Sale of investments by CIP 3,346.¢ 3,346.¢ 3,479.( 3,479.( 2,866.: 2,866.:
Purchase of other investments 0.4 (126.0 7.C (2143.9 5.8 (69.9)
Sale of other investments — 83.€ — 64.€ (0.4) 42.4
Returns of capital and
distributions from equity
method investments (12.0) 20.C 3.3 36.€ — 25.2
Acquistions of businesses — — — (14.9 — (749.¢)
Acquisition earn-out payments — (37.2) — (16.€) — (26.%)
Sale of management contracts — 16.¢ — — — —
Net cash provided by/(used in
investing activities 7rE (82.9 486.% 348.1 502.2 (337.9
Financing activities:
Proceeds from exercises of
share options — 23.C — 12.¢ — 19.€
Purchases of treasury shares — (265.0 — (436.5) — (192.9)
Dividends paid — (289.0 — (220.9 — (197.9
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based compensation

Capital invested into CIP

Capital distributed by CIP

Net borrowings/(repayments) of

debt of CIP

Net borrowings/(repayments)
under credit facility

Net proceeds from issuance of

senior notes

Repayments of senior notes

Acquisition of interest in
consolidated investment
products

Net cash provided by/(used in
financing activities

Increase/(decrease) in cash and

cash equivalents

Foreign exchange movement
cash and cash equivalents

Cash and cash equivalents,

beginning of year

Cash and cash equivalents, ei
of year

= 12.7 = 14.7 = 14.€
20.C 20.C 372 372 24.: 24.:
(277.0 (277.0 (172.9) (172.9 (97.9) (97.9)
232.F 232. (513.9 (513.9) (207.9) (207.9)
= 47E = (31.0 = 570.(
— 595.1 — — — —

= (745.7) = = = =
— — — (12.9 — —
(24.5 (645.9 (648.9) (1,322.) (280.9) (65.9)
— 91. — (9.2 — (24.5)

— 17.1 — (3.9 — 3.
— 7274 — 7405 — 762.(
— 835. — 7274 — 740.¢
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Operating Activities

Operating cash flows are generated by the recéipivestment management and other fees generaisdAUM, offset by operating expenses and changepénatin
assets and liabilities. Although some receipts gaydnents are seasonal, particularly bonus paymienggneral, after allowing for the change in chstd by consolidate
investment products, our operating cash flows niovihe same direction as our operating income.

During 2012, cash provided by operating activitlesreased $145.5 million to $819.3 million fron683® million in 2011 As shown in the tables above, the impa
consolidated investment products to cash providedderating activities was $52.8 million of caskedisluring 2012 compared to $162.0 million of cashegatediuring
2011. The sum of the operating, investing and finanaagh flows of consolidated investment productseiff to a zero impact to the company's changesin @ad cas
equivalent balances from period to period. Exclgdime impact of consolidated investment produashaenerated by operations was $872.1 millior0iR2ompared t
$802.8 million in 2011 .

The $872.1 million of cash provided by operatiam2012 included net purchases of trading investsneh$7.2 millionand the use of $388.3 million of cash to pay
annual staff bonuses, related payroll taxes, phiares on annual share award vesting, and anmumsign contributions. Similarly the $802.8 milliohcash provided
operations in 2011 included net purchases of trpitinestments of $11.0 million and the use of $388illion of cash to pay the annual staff bonuselsted payroll taxe
payroll taxes on annual share award vesting, andapension contributions. The $69.3 million g&se in cash provided by operations in 2012 wherpaced to 2011
attributable to changes in operating assets abidities, principally the realization in 2012 ofaivable balances into cash that are above thé éeperienced in 201:
This includes the realization into cash in 2012 &45.0 million litigation related receivable reded in the December 31, 2011 balance sheet.

Excluding the net purchase of trading investmentsthe impact of consolidated investment prodwzsh generated from other operating activitieOihl2mproved b
$152.2 million from $661.6 million in 2010 to $883nillion in 2011. This reflects improved operatimgome together with the timing differences orifdtanus and oth
staff compensation related payments. The acquisilso had an impact on the 2011 to 2010 compara®2011 included a full year of the acquired tess while 201
included the acquisition from June 1 forward.

Investing Activities

Net cash used in investing activities totaled $88illion for the year ended December 31, 2012 (120het cash generated $348.1 milliprAs shown in the tabl
above, the impact of consolidated investment prtedan investing activities, including investmentghases, sales and returns of capital, was $77l®@mcontribute
(2011 : $486.5 million contributed ). Excludingetimpact of consolidated investment product casivd] net cash used in investing activities was 1 5é8llion ( 2011:
net cash used of $138.4 million ).

During the year ended December 31, 2012 , exclutfiegmpact of consolidated investment products,dbmpany purchased available-fae investments and ot
investments of $224.2 million ( 2011 : $181.8 mifli) and had capital expenditures of $99.3 mil{@®11 : $107.0 millior). These cash outflows were partly offset f
collected proceeds of $184.0 million from sales gtdrns of capital of investments, excluding ti@act of consolidated investment products ( 208169.5 million ).

Our capital expenditures related principally in leaear to technology initiatives, including enhameats to platforms from which we maintain our paolitf
management systems and fund accounting systemsyuempents in computer hardware and software degkiogucts for employees, new telecommunicationsymts tc
enhance our internal information flow, and bagkdisaster recovery systems. Also, in each yeporéon of these costs related to leasehold imgmmnts made to t
various buildings and workspaces used in our dffiddese projects have been funded with proceedsdur operating cash flows.

During the year ended December 31, 2012 , busimegsisition related payments were $37.2 milliommpared to $31.7 million during the year endstember 3:
2011 . The 2012 payments related to the final eatnarrangements from the 2006 acquisitions of WRbss & Co. and Invesco Powershares. The sale &
management contracts contributed $16.4 millionriuthe year ended December 31, 2012 .

Net cash provided by investing activities total@#&1 million for the year ended December 31, 2(PIM0: net cash used of $337.8 million). As shownhie table
above, consolidated investment products, includingstment purchases, sales and returns of capialributed $ 486.5 milliorf2010: $502.2 million contributec
Excluding these consolidated investment produch ¢svs, net cash used in investing activities \8488.4 million (2010: net cash used of $840.0 onilli Investini
activities in 2010 included acquisition related payts totaling $775.9 million, as compared to 20dHich reflected acquisition payments totaling $3illion.
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In addition, during the year ended December 311208xcluding the impact of consolidated investmoducts, the company purchased availableséde-investmen
and other investments of $181.8 million ( 2010 0%1 million) and had capital expenditures of $00million ( 2010: $89.6 million). These cash outflows were ps¢
offset from collected proceeds of $169.5 millioorfr sales and returns of capital of investmentsOihl2( 2010: $134.6 million), excluding the impact of consaliel
investment products.

The increase in capital expenditure cash outflawd11 when compared to 20&@&s primarily related to technology and computedivare needed for the acqui
business. During the years ended December 31 , 2012 and 2010 , our capital divestitures weresigiificant relative to our total fixed assets.

Financing Activities

Net cash used in financing activities totaled $844illion for the year ended December 31, 20121120$1,322.1 million). As shown in the tables above, the impa
consolidated investment products on financing & used cash of $24.5 million during the ye@0(Q1 : $648.5 millior). Excluding the impact of the consolide
investment products, financing activities used azs$621.4 million in the year ended December 31, 2( 2011 : cash used of $673.6 million ).

Financing cash outflows during the year ended Déeer@l, 2012 included $289.0 milli@i dividend payments for the dividends declaredanuary, April, July ar
November2012 ( 2011 : dividends paid of $220.9 million Pahe purchase of treasury shares through maikesdctions totaling $265.0 million ( 2011 : $43@&ilion ).
Financing cash inflows during 2012 included nehdasrrowings of $47.5 million ( 2011 : repaymer@1% million) on the company's credit facility bringing the drade
to $586.5 million as of December 31, 2012 , caskeiked from the exercise of options of $23.0 mill{p2011 : $12.4 millior) and excess tax benefits cash inflows {
share-based compensation of $12.7 million ( 20814:7 million ).

Other financing cash flows during the year endedebwer 31, 201thcluded the repayment of the $215.1 million 5.6288fior notes utilizing borrowing from 1
company's credit facility and existing cash on handaddition, the company issued an initial aggtegprincipal amount of $600 million of 3.125% sEmotes du
November 2022. The net proceeds from the issuaece used to repay the $333.5 million 5.375% notekbruary 2013 and $197.1 million 5.375% note Dleeembe
of 2014.

Net cash used in financing activities totaled $2,22million for the year ended December 31, 201012 $65.9 million). As shown in the tables ababe, financin
activities of the consolidated investment prodursted cash of $648.5 million during the year (208280.2 million). Excluding the impact of the coridated investme!
products, financing activities used cash of $6T8il6on in the year ended December 31, 2011 (2@&8h provided $214.3 million).

Other financing cash flows during the year endedeb#ber 31, 201ihcluded $220.9 million of dividend payments foe ttlividends declared in January, April, July
October 2011 ( 2010 : dividends paid of $197.9imil, the purchase of treasury shares through rédesactions totaling $436.5 million ( 2018192.2 million), cas
inflows from the exercise of options of $12.4 noitli ( 2010 : $19.6 million), and excess tax benefitsh inflows from share-based compensation of7$ddllion ( 2010:
$14.8 million).

In addition, to provide the cash funding neededamplete the business acquisition in late May 2@860.0 million was borrowed from the company'2$0,0 millior
credit facility. The balance on the facility at Recber 31, 2010 was $570.0 million as $80.0 millidrcash generated from operating activities walizat to partiall
repay the initial amount borrowed.

Dividends

Invesco declares and pays dividends on a quathedis in arrears. The 2012 quarterly dividend wad 25 per Invesco Ltd. common share. On Januar2(®ii3, the
company declared a fourth quarter 2012 cash didderich will be paid on March 8, 2013 , to shaldeos of record as of February 21, 2013he total dividen
attributable to the 2012 fiscal year of $0.69 gere represented an 40.8% increase over the fetdédd attributable to the 2011 fiscal year of48per share.

The declaration, payment and amount of any futivielends will be declared by our board of directansl will depend upon, among other factors, ouniags, financie

condition and capital requirements at the time sietiaration and payment are considered. The Huasda policy of managing dividends in a prudenhitas with dut
consideration given to profit levels, overall dihtels, and historical dividend payouts.
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Share Repurchase Plan

On April 23, 2008, the board of directors authatizeshare repurchase program of up to $1.5 billith no stated expiration date. During the yearesifdlecember 3:
2012, the company repurchased 11.1 million shardse market at a cost of $265.0 million (threentis ended December 31, 2012 : 3.0 million sharescast of75.(
million ; year ended December 31, 2011 : 18.8 oillshares at a cost of $436.5 million ). Separatelyaggregate of 2.1 millisshares were withheld on vesting ew:
during the year ended December 31, 2012 to meelogegs' withholding tax obligations ( December 2011 : 3.1 million). The fair value of these shares withheld a
respective withholding dates was $48.9 million (cBmber 31, 2011 : $76.6 million ). Approximately6$4million remained authorized under the company's :
repurchase plan at December 31, 2012 ( Decemb@031, : $732 million ).

Debt

Our total indebtedness at December 31, 2012 was86 D million ( December 31, 2011 : $ 1,284.7 imill) and was comprised of the following:

$ in millions December 31,2012 December 31, 2011
Unsecured Senior Notes:

5.625% - due April 17, 2012 — 215.1
5.375% - due February 27, 2013 — 333t
5.375% - due December 15, 2014 — 197.1
3.125% - due November 30, 2022 599.t —
Floating rate credit facility expiring June 3, 2016 586.f 539.(
Total debt 1,186.( 1,284."
Less: current maturities of total debt — (215.7)
Long-term debt 1,186.( 1,069.¢

For the year ended December 31, 2012 , the conpamyghted average cost of debt was 3.16% (yearceBecember 31, 2011 : 3.50% ). Total debt decdefasm
$1,284.7 million at December 31, 2011 , to $ 1,a88illion at December 31, 201During the second quarter of 2012, the compadgemed the $215.1 million princi|
amount of 5.625% Senior Notes due April 17, 201@rify the fourth quarter of 2012, the company idsar initial aggregate principal amount of $600.lliom of
3.125% senior notes with a maturity of November ZIR2. The proceeds from the new debt were useedeem the $333.5 million principal amount of 5%7Senio
Notes due February 27, 2013 and the $197.1 mifiamcipal amount of the 5.375% Senior Notes duedbewer 15, 201<

On May 24, 2010, the company terminated its $5@@l0on credit facility and entered into a new $8.Billion credit facility maturing on May 23, 2018n June
2011, the company amended and restated its unse$Ur25 billion credit agreement to, among othettens, provide for a term of five years. The amehded restate
facility is now scheduled to expire on June 3, 2(HiBancial covenants under the credit agreemehide: (i) the quarterly maintenance of a debt/HBATleverage ratic
as defined in the credit agreement, of not grethtam 3.25:1.00 through June 30, 2Q0%hd not greater than 3.00:1.00 thereafter, @eerage ratio (EBITDA, as defin
in the credit agreement/interest payable for the tmnsecutive fiscal quarters ended before the afatletermination) of not less than 4.00:1.000ABecember 31, 2012
we were in compliance with our financial covena#tsDecember 31, 2012 , our leverage ratio was 019390 ( December 31, 20111.01:1.00), and our interest cover
ratio was 23.61 :1.00 ( December 31, 2011 : 20.08)1

The coverage ratios, as defined in our credititgcivere as follows during 2012 and 2011 :

2012
Q1 Q2 Q3 Q4
Leverage Ratio 1.0¢ 1.0¢ 1.04 0.9¢
Interest Coverage Ratio 22.0¢ 22.61 23.8¢ 23.61
2011
Q1 Q2 Q3 Q4
Leverage Ratio 1.27 1.3¢ 1.1z 1.01
Interest Coverage Ratio 17.3¢ 18.8¢ 19.7¢ 20.9:
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The December 31, 2012 , coverage ratio calculatoess follows:

Q4 Q3 Q2 Q1
$ millions Total 2012 2012 2012 2012
Net income attributable to common shareholders 677.1 158.7 170.€ 153.¢ 193.¢
Net income/(loss) attributable to Consolidated bimeent Products 10.7 (2.9) 11.1 6.2 4.2)
Tax expense 272.2 62.1 74.2 62.2 73.€
Amortization/depreciation 95.C 22t 21.€ 26.€ 24.%
Interest expense 52.¢ 12.7 12.€ 13.4 13.€
Share-based compensation expense 136.¢ 33k 35.¢ 37.C 30.C
Unrealized gains and losses from investments, net* (9.2 (0.2 (6.3 4.5 (7.2
EBITDA** 1,234.¢ 286.¢ 319.7 303.¢ 324.1
Adjusted debt** $1,221.!
Leverage ratio (Debt/EBITDA - maximum 3.25:1.00) 0.9¢
Interest coverage (EBITDA/Interest Expense - minim400:1.00) 23.61

*  Adjustments for unrealized gains and losses fiomestments, as defined in our credit facilityglide noneash gains and losses on investments to the eki@rthe’
do not represent anticipated future cash receipéxenditures.

** EBITDA and Adjusted debt are noBAAP financial measures; however management do¢us® these measures for anything other than ttebe covenal
calculations. The calculation of EBITDA above (xamciliation from net income attributable to commsimareholders) is defined by our credit agreemamt
therefore net income attributable to common shddehs is the most appropriate GAAP measure frontivio reconcile to EBITDA. The calculation of adpc dek
is defined in our credit facility and equals tadabt of $1,186.0 million plus $35.5 million intets of credit.

The discussion that follows identifies risks asatezl with the company's liquidity and capital reses. The Executive Overview of this Managemenisission an
Analysis of Financial Condition and Results of Gqiims contains a broader discussion of the compamgrall approach to risk management.

Credit and Liquidity Risk

Capital management involves the management ofdhgany's liquidity and cash flows. The company ngasdts capital by reviewing annual and project@shdlow
forecasts and by monitoring credit, liquidity andnket risks, such as interest rate and foreigneoayr risks (as discussed in Item 7/&Quantitative and Qualitati
Disclosures About Market Risk”Jhrough measurement and analysis. The companynigply exposed to credit risk through its cash aadh equivalent deposits, wh
are held by external firms. The company investash balances in its own institutional money magteducts, as well as with external high cregliglity financia
institutions; however, we have chosen to limit tluenber of firms with which we invest. These arrangats create exposure to concentrations of crisdit r

Credit Risk

Credit risk is the risk that one party to a finaténstrument will cause a financial loss for thhey party by failing to discharge an obligatiomeTcompany is subject
credit risk in the following areas of its business:

« All cash and cash equivalent balances are sulgemretit risk, as they represent deposits madédygdmpany with external banks and other instingtid\s o
December 31, 2012 , our maximum exposure to creghitrelated to our cash and cash equivalent bakaiec$835.5 million See Item 8, Financial Stateme
and Supplementary Data - Note 21 , “Related PdHiesinformation regarding cash and cash equintdénvested in affiliated money market funds.

« Certain trust subsidiaries of the company acdepiosits and place deposits with other institwtion behalf of our customers. As of December 3122®ui
exposure to credit risk related to these transasti® $3.1 million .

The company does not utilize credit derivativesiaorilar instruments to mitigate the maximum expestar credit risk. The company does not expect anyterpartie
to its financial instruments to fail to meet thebligations.
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Liquidity Risk

Liquidity risk is the risk that the company will @unter difficulty in meeting obligations assocthteith its financial liabilities. The company isgosed to liquidity ris
through its $1,186.0 millioin total debt. The company actively manages ligyidsk by preparing cash flow forecasts for futperiods, reviewing them regularly w
senior management, maintaining a committed creditify, scheduling significant gaps between majebt maturities and engaging external financingesiin regule
dialog.

Effects of Inflation

Inflation can impact our organization primarily two ways. First, inflationary pressures can resulncreases in our cost structure, especialihtoextent that lar¢
expense components such as compensation are impdceahe degree that these expense increasesotireaoverable or cannot be counterbalanced thrquiging
increases due to the competitive environment, oofitpbility could be negatively impacted. Secondlye value of the assets that we manage may k&tinely impacte
when inflationary expectations result in a risimgerest rate environment. Declines in the valuethe$e AUM could lead to reduced revenues as mamagefees ai
generally calculated based upon the size of AUM.

Off Balance Sheet Commitments

See Item 8, Financial Statements and Supplemelatg - Note 19 , “Commitments and Contingenciesff-Balance Sheet Commitmentsfdr more informatio
regarding undrawn capital commitments and supppeaements.

Contractual Obligations

We have various financial obligations that reqdireire cash payments. The following table outlities timing of payment requirements related to @mmmitments &
of December 31, 2012 :

More Than
$ in millions Total ®© Within 1 Year 1-3 Years 3-5 Years 5 Years
Total debt? 1,186.( — — 586.5 599.t
Estimated interest payments on total d&bt 187.¢ 18.¢ 37.t 37.t 93.¢
Operating lease® 571.F 68.5 134.% 110.2 258.:
Defined benefit pension and postretirement medibtigations® 130.¢ 10.€ 24.2 26.5 69.€
Purchase obligatiori8 114.7 57.2 16.7 3.5 37.¢
Total 2,190.; 155.1 212.¢ 764 1,058.

(1) Total debt includes $ 599.5 milliaf fixed rate debt. Fixed interest payments aréecédd in the table above in the periods they ae dnd include any issuai
discounts. The credit facility, $586.5 million otzsding at December 31, 201provides for borrowings of various maturitiestelrest is payable based upon LIB¢
Prime, Federal Funds or other barovided rates in existence at the time of eachowing. As these payments are variable and basefluotuating marke
conditions, they are not included in the table @dihe table above includes the company's debtt &fetbnsolidated investment products is excludedfthe tabl
above, as the company is not obligated for thessuats. See Item 8, Financial Statements and Sujgpiemy Data -Note 20 Consolidated Investment Products,"
additional information.

(2) Operating leases reflect obligations for lellseilding space and other assets. See Item 8néimeStatements and Supplementary Data - Note'Qferating Leases”
for sublease information.

(3) Expected future contributions to defined bérgans of $ 130.9 million are estimated for thexnfive years, and are comprised of $ 102.4 nmillielated to pensic
plans and $ 28.5 million related to a postretiretmeedical plan. See Item 8, Financial StatemendsSupplementary Data - Note 13 , “Retirement Berdfins"for
detailed benefit pension and postretirement pléorimation. The company has various other compemsatnd benefit obligations, including bonuses, cassian:
and incentive payments payable, defined contrilbbypian matching contribution obligations, and defdrcompensation arrangements, that are excludettfre tabl
above.
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(4) In the ordinary course of business, Invesco enitgoscontracts or purchase obligations with thiedtigs whereby the third parties provide servicesrton behalf ¢
Invesco. Purchase obligations included in the emiial obligations table above represent fixedepdontracts, which are either noancelable or cancelable wit

penalty. At December 31, 2012 , the company's abbgs primarily reflected standard service congdor portfolio, market data, office-related sees and third-

party marketing and promotional services. In additthe company is a party to certain varigfiee contractual arrangements (eg. contingentéupayments bas
on AUM levels, number of accounts, transaction @ etc.) for which the company is reimbursed Bijiated funds and as such are not included int#ide above
Purchase obligations are recorded as liabilitiehéncompany's financial statements when servieepravided.

(5) The company has capital commitments intone@sted funds that are to be drawn down overifeeof the partnership as investment opportunities identified. A
December 31, 2012 , the company's undrawn capitdlparrchase commitments were $209.3 million . Themgenot included in the above table. See Note
“Commitments and Contingencies” for additional deta

(6) Due to the uncertainty with respect to theirignof future cash flows associated with unrecogdiax benefits at December 31, 2018e company is unable to mi
reasonably reliable estimates of the period of cmttiement with the respective taxing authoritiBserefore, $22.6 milliomf gross unrecognized tax benefits t
been excluded from the contractual obligationset@iove. See Item 8, Financial Statements and Sugpltary Data, Note 16 - “Taxatiofdr a discussion on incor
taxes.

Critical Accounting Policies and Estimates

Our significant accounting policies are disclosedtém 8, Financial Statements and Supplementats Pislote 1, “Accounting Policiegd our Consolidated Financ
Statements. The accounting policies and estimhtgsae believe are the most critical to an undaditay of our results of operations and financialdidon are those th
require complex management judgment regarding nsattat are highly uncertain at the time policiesavapplied and estimates were made. These aceguiicies an
estimates are discussed below; however, the additisccounting policy detail in the footnote preisty referenced is important to the discussionawfheof the topic
Different estimates reasonably could have been imste current period that would have had a malteffect on these financial statements, and clamgthese estimat
are likely to occur from period-to-period in thetute.

Taxation. We operate in several countries and several stateggh our various subsidiaries, and must allooaténcome, expenses, and earnings under theugalaov:
and regulations of each of these taxing jurisdicticAccordingly, our provision for income taxesnegents our total estimate of the liability that kieve incurred for doir
business each year in all of our locations. Anyuelé file tax returns that represent our filing iioss within each jurisdiction and settle our metdiabilities. Eacl
jurisdiction has the right to audit those returnd anay take different positions with respect tmime and expense allocations and taxable earningsmeations. Becau
the determinations of our annual provisions argeslto judgments and estimates, it is possiblé #utual results will vary from those recognizedour financia
statements. As a result, it is likely that addisido, or reductions of, income tax expense willuvegach year for prior reporting periods as actarlreturns and tax auc
are settled.

Net deferred tax assets have been recognized lbasatinagement's belief that taxable income of pgmapriate character, more likely than not, will sagficient tc
realize the benefits of these assets over timthdrevent that actual results differ from our exaons, or if our historical trends of positiveespting income changes,
may be required to record a valuation allowancesame or all of these deferred tax assets, which na&g a significant effect on our financial cormtitiand results
operations.

The company utilizes a specifiecognition threshold and measurement attributetferfinancial statement recognition and measuréro tax position taken
expected to be taken in a tax return. The presgtribv®-step process for evaluating a tax position involfiiest determining whether it is more likely thaotrthat a ta
position will be sustained upon examination by dpgropriate taxing authorities. If it is, the sed@bep then requires a company to measure thisdsixion benefit as tl
largest amount of benefit that is greater than &@ent likely of being realized upon ultimate settent. The company recognizes any interest andtgeneelated t
unrecognized tax benefits on the Consolidated Btés of Income as components of income tax expense

Goodwill. Our goodwill impairment testing conducted durindl2@nd 201indicated that the fair value of the reporting umiteeded its carrying value, indicating
step two of the goodwill impairment test was notessary; however, the company cannot predict tharmnce of future events that might adverselyctffiee reporte
value of goodwill that totaled $7,048.2 million a$@,907.9 million at December 31, 2012 and DecerBtbeR011, respectively. Such events include, but are maitdid to
strategic decisions made in response to econondccampetitive conditions, the impact of the ecormminvironment on the company's AUM, or any othetemial
negative change in AUM and related management fees.
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The October 1, 2012 annual goodwill impairment tea$ performed using a consistent methodologyabuked for the 2011 annual impairment test, wéueption
updated for current market conditions, including dompany's updated forecasts for changes in AUMtdunarket gains and lorigkm net flows and the corresponc
changes in revenue and expenses. Market gainsaaeel lupon historical returns of the S&P 500 indegsury bond returns and treasury bill returnsg@icable to th
company's AUM mix on the testing date. The mossiiee of these assumptions are the estimated ftasis and the use of a weighted average cost otategs the
discount rate to determine present value. The migsificant change in assumptions from 2011 related decrease in the market risk premium, whiculted in i
discount rate of 14.4% for the October 1, 2012 ysisl(2011: 16.0%). The discount rates used aimatss of the weighted average cost of capitaltierinvestmetr
management sector reflecting the overall indussisrassociated with future cash flows and have bat&ulated consistently across the various tiiss. A 45% declit
in fair value or more than a 650 basis point inseem the discount rate assumption used duringQamtiober 1, 2012 goodwill impairment analysis wobklrequired t
cause the carrying value of the reporting uniteédrbexcess of the fair value, thus triggering step of the goodwill impairment test. The secongpstould have result
in an impairment loss for goodwill. While the compgebelieves all assumptions utilized in our assesdrare reasonable and appropriate, changes ie #séisnates cou
produce different fair value amounts and theretbfferent goodwill impairment assessments.

Intangible Assets. Where evidence exists that the underlying arrangésreave a high likelihood of continued renewadlittie or no cost to the company, the intang
asset is assigned an indefinite life and revieveednfipairment on an annual basis. Defiditeed intangible assets are reviewed for impairmehénever events or chan
in circumstances indicate that their carrying antamay not be recoverable (i.e. the carrying amaxteeds the sum of the fair value of the intangible addition
management judgment is required to estimate thiegever which definitdived intangible assets will contribute to the camp's cash flows and the pattern in wi
these assets will be consumed. A change in theingmgauseful life of any of these assets, or th&assification of an indefinite-lived intangiblesas$ to a definitdived
intangible asset, could have a significant impacthe company's amortization expense, which was6$2gllion , $42.2 million and $30.3 milliofor the years end:
December 31, 2012, 2011 and 2010, respectively.

Intangible assets not subject to amortization eséetl for impairment annually as of October 1 orexfrequently if events or changes in circumstanicdgate that th
asset might be impaired. The impairment test ctssifa comparison of the fair value of an intafegiasset with its carrying amount. If the carryagount of th
intangible asset exceeds its fair value, an impamintoss is recognized in an amount equal to tke¢ss. Fair value is generally determined usingnaome approac
where estimated future cash flows are discountedrive at a single present value amount. The ircapproach includes inputs that require significaahageme!
judgment, including AUM growth rates, product miffective fee rates, p-tax profit margins, effective tax rates and disdotates. The most relevant of th
assumptions to the determination of the estimatédvilue are the AUM growth rate and discount.r&hanges in these estimates could produce diffdagnvalue
amounts and therefore different impairment conolusi In 2012 and 2011 , annual impairment reviefaadefinitedived intangible assets determined that no impait
existed at the respective review dates, the claadins of indefinite-lived and definite-lived ram appropriate and no changes to the expected tif/¢he definitdived
intangible assets were required.

Investments. Most of our investments are carried at fair valneoar balance sheet with the periodic markriarket recorded either in accumulated other congmsike
income in the case of available-feale investments or directly to earnings in theedafstrading assets. Since assumptions are madet@rmining the fair values
investments for which active markets do not exfst, actual value that may be realized upon the@at¢her disposition of these investments couftedirom the currer
carrying values. Fair value calculations are abguired in association with our quarterly impairmtesting of investments. The accuracy of our athantemporar
impairment assessments is dependent upon the eatemtich we are able to accurately determinealues. Of our $610.7 million in total investmeatDecember 3:
2012, those most susceptible to impairment inclMk3.4 millionof seed money investments in our affiliated furBsed money investments are held in Invesco ma
funds with the purpose of providing capital to theds during their development periods. These itiwests are recorded at fair value using quoted etamkces in activ
markets; there is no modeling or additional infotioraneeded to arrive at the fair values of thesestments.

The value of investments may decline for variowsons. The market price may be affected by genssaket conditions which reflect prospects for tberemy as
whole or by specific information pertaining to austry or individual company. Such declines regfiirther investigation by management, which carsicll availabl
evidence to evaluate the realizable value of thestment, including, but not limited to, the follmg factors:

«  The probability that the company will be unabletdiect all amounts due according to the contrdderans of a debt security not impaired at acquisi
« The length of time and the extent to which the raadalue has been less than ¢
« The financial condition and netarm prospects of the issuer, including any speeiients which may influence the operations ofiskeer
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« The intent and ability of the company to retainifitgestment in the issuer for a period of time isight to allow for any anticipated recovery in tketrvalue
« The decline in the security's value due to an meean market interest rates or a change in forexghange rates since acquisit

« Determination that the security is not realizalh

¢ An adverse change in estimated cash flows of aflegalénterest

Our other-thartemporary impairment analysis of seed money hoklingludes a review of the market returns requioecach fund portfolio to enable us to recover
original investment. As part of the review, we gual several scenarios to project the anticipateovery period of our original investments basednbe-, three-, and five-
year historical index returns and historical treimdthe equity markets. We also analyze the abs@uatount of any loss to date, the trend of theelnsand percent declir
in values of the seed money investments. Along withnt and ability to hold, all of these scenamos considered as part of our other-tk@mporary impairment analy
of seed money holdings.

Consolidated Investment Products. Assessing if an entity is a variable interest gn(IE) or voting interest entity (VOE) involvesdgment and analysis on a structure-
by-structure basis. Factors included in this assessmelude the legal organization of the entity, tt@mpany's contractual involvement with the ensityd any relate
party or de facto agent implications of the compaiywolvement with the entity. Generally, limitpdrtnership entities where the general partner doehave substanti
equity investment at risk and where the other Bohipartners do not have substantive (greater tB&t) Sights to remove the general partner or toalesthe limitec
partnership are VIEs.

Determining if the company is the primary benefigiaf a VIE also requires significant judgment, the calculation of expected losses and residuaknst(fo
investment products other than CLOSs) involves ediom and probability assumptions. For CLOs, thsrgidgment involved to assess if the company haspbwer t
direct the activities that most significantly effabe CLOs economic results and to assess if tinepaay's interests could be deemed significantuitfent financie
statements are not available for consolidated \AE¥OES, estimation of investment valuation is rieegy which includes assessing available quantgatind qualitativ
data. Significant changes in these estimates doypéct the reported value of the investments hglddnsolidated investment products and the relaffstting equit
attributable to noncontrolling interests in condated entities on the Consolidated Balance Sheetshe other gains and losses of consolidated imesg products, ne
and related offsetting gains and losses attribatedbhoncontrolling interests in consolidated &gitnet, amounts on the Consolidated Statemeritsofe.

As of December 31, 2012 the company consolidatégs\that held investments of $3,983.9 million ( Deber 31, 2011 : $5,725.1 millignand VOE fund investmer
of $607.9 million ( December 31, 2011 : $903.8 imill). As circumstances supporting estimates and faatbange, the determination of VIE and primary Eieizey
status may change, as could the determinationeafigicessity of consolidation of VOEs.

Contingencies. Contingencies arise when we have a present oldigégal or constructive) as a result of a pasthethat is both probable and reasonably estimélté
must from time to time make material estimates watspect to legal and other contingencies. Theraeattiour business requires compliance with vargtage and feder
or national statutes, as well as various contrdathlgations, and exposes us to a variety of lggateedings and matters in the ordinary courseusiness. While tt
outcomes of matters such as these are inherentigriain and difficult to predict, we maintain reses reflected in other current and other arrent liabilities, a
appropriate, for identified losses that are, in jusigment, probable and reasonably estimable. Mamagt's judgment is based on the advice of legahss, ruling o
various motions by the applicable court, reviewtloé outcome of similar matters, if applicable, ardiew of guidance from state or federal agendieapplicable
Contingent consideration payable in relation taisitess acquisition is recorded as of the acquisidiate as part of the fair value transferred ichexge for the acquir
business.

Recent Accounting Standards

See Item 8, Financial Statements and Supplemeitatg - Note 1 , “Accounting PoliciesAccounting Pronouncements Recently Adopted and iRgniccounting
Pronouncements.”
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Iltem 7A. Quantitative and Qualitative Disclosures About Met Risk

In the normal course of its business, the comparyrimarily exposed to market risk in the form etuarities market risk, interest rate risk, and ifgmeexchange ra
risk.

AUM Market Price Risk

The company's investment management revenues amgrised of fees based on a percentage of the wilA&JM. Declines in equity or fixed income securityarke
prices could cause revenues to decline becausevef investment management fees by:

¢ Causing the value of AUM to decree

¢ Causing the returns realized on AUM to decreaspdgting performance fee

* Causing clients to withdraw funds in favor of intreents in markets that they perceive to offer gneapportunity and that the company does not <
¢ Causing clients to rebalance assets away from tmesgs that the company manages into investmeatsth company does not man:

¢ Causing clients to reallocate assets away fromymtsdhat earn higher revenues into products #uat lewer revenue

Underperformance of client accounts relative to petimg products could exacerbate these factors.
Securities Market Risk

The company has investments in sponsored investpredticts that invest in a variety of asset classe®stments are generally made to establishck tecord or t
hedge economically exposure to certain deferredpemsation plans. The company's exposure to magkearises from its investments. The following ablummarize

the fair values of the investments exposed to markk and provides a sensitivity analysis of tiséireated fair values of those investments, assumi2g% increase
decrease in fair values:

Carrying Fair Value assuming  Fair Value assuming
$ in millions Value 20% increase 20% decrease
December 31, 2012
Trading investments:

Investments related to deferred compensation plans 213t 256.2 170.¢
Available-for-sale investments:

Seed money in affiliated funds 113.¢ 136.1 90.7
Equity method investments 228.2 273.¢ 182.¢
Other 10.7 12.¢ 8.6
Total market risk on investments 565. 678.¢ 4521

Carrying Fair Value assuming  Fair Value assuming
$ in millions Value 20% increase 20% decrease
December 31, 2011
Trading investments:

Investments related to deferred compensation plans 184.¢ 221.C 1475
Available-for-sale investments:

Seed money in affiliated funds 63.5 76.2 50.¢
Equity method investments 193.1 231.7 154
Other 8.2 9.8 6.€
Total market risk on investments 449.% 539.0 359.4
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Interest Rate Risk

Interest rate risk relates to the risk that the ¥alue of future cash flows of a financial instremt will fluctuate because of changes in markedrggt rates. The compe
is exposed to interest rate risk primarily throutghexternal debt and cash and cash equivalensiments. On December 31, 2012 , the interest mtes0.6%o0f the
company's borrowings were fixed for a weighted agerperiod of 9.9ears. Borrowings under the credit facility willkeafloating interest rates. A 1% change in thell
of interest rates on current debt levels would geaannualized interest expense by $5.9 mildod would not have a material impact on the abdftyhe company 1
continue to service its indebtedness. The inteegstprofile of the financial assets of the companypecember 31, 2012 , was:

Fair Value assuming  Fair Value assuming

Carrying a +1% interest rate a -1% interest rate
$ in millions Value change change
December 31, 2012
Available-for-sale investments: *

Collateralized loan obligations 24 2.4 2.4
Foreign time deposits 31.: 31.4 31.2
Total investments 33.7 33.¢ 33.7
December 31, 2011

Available-for-sale investments:

Foreign time deposits 32.2 32.: 32.2
Total investments 32.2 32.8 32.2

*  Other debt securities, as of year ended Decei®be?012, of $6.3 milliofyear ended December 31, 2011: none) are not iadlidthe table above as they are va
using a cost valuation technique. See ltem 8, EiahrStatements and Supplementary Data - Note Bajr“Value of Assets and Liabilities-Available-feale-
investments” for more information on other debts#ies.

The interest rate profile of the financial liabég of the company on December 31 was:

Weighted Average
Weighted Average Period for Which Rate is
$ in millions Total Floating Rate Fixed Rate Interest Rate (%) Fixed (Years)

2012
Currency:
U.S. dollar 1,186.( 586.t 599.¢ 2.3% 9.¢

2011
Currency:
U.S. dollar 1,284. 539.( 745.7 3.8% 14

See Item 8, Financial Statements and Supplemeb@ty/ - Note 9 , “Debt” for additional disclosuredating to the U.S. dollar floating and fixed ratdigations.

The company's only fixed interest financial assg#t®ecember 31, 2012 , are foreign time deposiestments of $31.3 million ( 201:1$32.2 million). The weighte
average interest rate on these investments is O(ZZ041 : 0.80%) and the weighted average timevfuch the rate is fixed is 0.2 years ( 2011 : Garg).

Foreign Exchange Rate Risk

The company has transactional currency exposuae®titur when any of the company’s subsidiariesives or pays cash in a currency different fronfutetional
currency. Such exposure arises from sales or pseshay operating subsidiaries in currencies otieer the subsidiaries’ functional currencies. Treg®sures are not
actively managed.

The company also has certain investments in forefgrations, whose net assets and results of opesatre exposed to foreign currency translatisk when
translated into U.S. dollars upon consolidatioo iimvesco Ltd. The company generally does not héuege exposures; however, during 2012, the comparghased fol
put option contracts to hedge economically
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foreign currency risk on the translation of its pdisterling-denominated earnings into U.S. dollarse economic hedge is predominantly triggerechuthe impact of a
significant decline in the pound sterling/U.S. dolioreign exchange rate, which could arise froBreek Euro exit or other major European economéner See Part I,
Item 8, Financial Statements and Supplementary, Diite 3 , "Fair Value of Assets and LiabilitieBut Option Contracts,” for additional information.

The company is exposed to foreign exchange revaluaito the income statement on monetary assetdialilities that are held by subsidiaries in diffnt functionz
currencies than the subsidiaries' functional cuwiemn Net foreign exchange revaluation losses W&re million in 2012 ( 2011$1.3 million of losses), and are include
general and administrative expenses and other gaididosses, net on the Consolidated Statemertsome. We continue to monitor our exposure toifprexchang
revaluation.

Supplementary Quarterly Financial Data

The following is selected unaudited consolidatet@ dar Invesco Ltd. for the quarters indicated:

$ in millions, except per share data Q412 Q312 Q212 Q112 Q411 Q311 Q211 Q111
Operating revenues:
Investment management fees $846.¢ $818.( $780.¢ $791.¢ $747.¢ $779.t $819.: $792.:
Service and distribution fees 199.¢ 196.1 187.1 189.( 181.1 189.1 211.¢ 198.7
Performance fees 19.¢ 3.C 15.4 20.t 23.¢ 2.€ 7.€ 3.8
Other 26.7 242 25.¢ 32.¢ 445 26.€ 31.¢ FLE
Total operating revenues 1,092.¢ 1,041. 1,009.( 1,033 997.1 997.¢ 1,070.( 1,027.2
Operating expenses:
Employee compensation 3437 330.¢ 304.€ 318.t 316.t 305.t 318.: 305.¢
Third-party distribution, service and
advisory 350.¢ 327.2 316.€ 317.1 301.¢ 314.¢ 341.¢ 324t
Marketing 23.2 26.4 26.€ 26.7 21.1 13.1 26.1 25.7
Property, office and technology 73.2 69.1 68.5 66.¢ 66.C 62.7 61.¢ 64.C
General and administrative 76.4 68.¢ 88.7 73.% 74.€ 69.€ 77.€ 73.€
Transaction and integration 2.€ 3.C 1.1 1.t BE 4.7 4liLE 7.5
Total operating expenses 870.1 825.¢ 806.1 803.¢ 785.% 770.( 837.( 801.€
Operating Income 222.¢ 216.( 202.¢ 229.¢ 211.¢ 227.¢ 233.( 225.%

Other income/(expense):
Equity in earnings of unconsolidated

affiliates 7.€ 5.2 6.€ 9.7 4.€ 8.1 10.¢ 6.7

Interest income 2.7 2.t 2.2 2.4 2.7 3.8 2.4 21

Interest income of consolidated

investment products 52.1 68.7 68.7 69.( 73.€ 79.€ 79.¢ 74.2

Gains/(losses) of consolidated

investment products, net (27.¢) (25.2) 77.2 (121.9 104.¢ (93.7) (64.7) (85.5)

Interest expense (12.%) (12.€) (13.9 (13.6) (14.9) (15.9) (16.0) (16.2)

Interest expense of consolidated

investment products (33.9 (41.9 (46.9) (45.€) (51.¢) (48.7) (46.5) (40.0)

Other gains and losses, net (21.0 18.4 7.7 18.¢ 54.¢ (19.7) 6.C 7.5
Income before income taxes 190.1 231.1 289.¢ 148.¢ 385.¢ 142.t 204.¢ 174.¢
Income tax provision (62.1) (74.2) (62.9) (73.6) (76.0 (59.7) (75.9) (75.6)
Net income 128.( 156.¢ 227.¢ 74.¢ 309.¢ 83. 129.¢ 99.2

(Gains)/losses attributable to
noncontrolling interests in

consolidated entities, net 30.7 13.7 (73.7) 119.] (107.6) 83.t 53.€ 78.2
Net income attributable to common shareholders $158.7 $170.¢ $153.¢ $193.¢ $202.: $166.¢ $183.( $177.
Earnings per share*:

- basic $0.3¢ $0.3¢ $0.3¢ $0.4: $0.4¢ $0.3¢ $0.3¢ $0.3¢
- diluted $0.3¢ $0.3¢ $0.3¢ $0.4: $0.4¢ $0.3¢ $0.3¢ $0.3¢
Average shares outstanding*:

- basic 449.¢ 451.c 453.¢ 454.: 456.¢ 459.t 465.t 469.¢
- diluted 451.2 452.¢ 455.2 455.¢ 458.: 461.( 467.4 472.1
Dividends declared per share: $0.172! $0.172! $0.172¢ $0.122! $0.122! $0.122! $0.122! $0.110(

*  The sum of the quarterly earnings per share amaouatsdiffer from the annual earnings per share artsodue to the required method of computing theghtek
average number of shares in interim periods.
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Annual Report of Management on Internal Control ove Financial Reporting

Management of the company is responsible for @stiaby and maintaining adequate internal contra@rdinancial reporting, as defined in the Secusitexchange A
of 1934, Rules 13a-15(f) and 188{f). The company's internal control over finahaigporting is a process designed to provide reslsienassurance regarding
reliability of financial reporting and the prepacat of financial statements for external purposeadcordance with generally accepted accountingiplies. Because of
inherent limitations, internal control over finaatreporting may not prevent or detect misstatemefiso, projections of any evaluation of effectiess to future perio
are subject to the risk that controls may beconaeléquate because of changes in conditions, ortlkategree of compliance with the policies or pdaces ma
deteriorate.

Under the supervision and with the participatiorthe chief executive officer and chief financiaficér, management assessed the effectiveness dfiteunal contrc
over financial reporting as of December 31, 2012 making this assessment, management useditagacset forth by the Committee of Sponsoring &igations of th
Treadway Commission (COSO) in Internal Controhtegrated Framework. Based on this assessmemageenent concluded that our internal control ovearicia
reporting was effective as of December 31, 2012 .

The company's independent auditors, Ernst & Youh®,Lhave issued an audit report on the effectivereésour internal control over financial reportinghich is
included herein.

Changes in Internal Control over Financial Reporting

There were no changes in the company's interndataaover financial reporting during the fourth gtea of 2012that have materially affected, or are reasonakily
to materially affect, the company's internal cohtneer financial reporting.
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Shareholders of Invésdo

We have audited the accompanying consolidated balaheets of Invesco Ltd. (the Company) as of Dbeeer1 , 2012 and 201land the related consolida
statements of income, comprehensive income, shiaeiso equity, and cash flows for each of the threars in the period ended December 31, 20TBese financii
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBlaUnited States). Those standards require thgtlan an
perform the audit to obtain reasonable assuranoatakhether the financial statements are free der@ misstatement. An audit includes examining,aotest basi
evidence supporting the amounts and disclosurdteifinancial statements. An audit also includesessing the accounting principles used and sigmfiestimates ma
by management, as well as evaluating the overahfiial statement presentation. We believe thatodits provide a reasonable basis for our opinion.

In our opinion, the financial statements referre@bove present fairly, in all material respedts, ¢onsolidated financial position of Invesco latdDecember 312012
and 2011 , and the consolidated results of its ajmers and its cash flows for each of the threesyé@a the period ended December 31, 20%i2 conformity witt
U.S. generally accepted accounting principles.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@Jnited States), Invesco Ltd.'s internal contnedr financis
reporting as of December 31, 2012 , based on ieritmtablished in Internal Contrbiitegrated Framework issued by the Committee ofnSpong Organizations of t
Treadway Commission and our report dated Februarg@13 expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Atlanta, Georgia
February 22, 2013
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Report of Independent Registered Public Accountindrirm
The Board of Directors and Shareholders of Invésdo

We have audited Invesco Ltd.'s internal controlrofieancial reporting as of December 31, 2012 ,edasn criteria established in Internal Contrdhtegrate:
Framework issued by the Committee of Sponsoringa@imations of the Treadway Commission (the COS@er#). Invesco Ltd.'s management is responsibt
maintaining effective internal control over finaalkireporting, and for its assessment of the effeotss of internal control over financial reportimgluded in th
accompanying Annual Report of Management on InteBuamtrol over Financial Reporting. Our responsipils to express an opinion on the company's mekcontro
over financial reporting based on our audit.

We conducted our audit in accordance with the stadglof the Public Company Accounting Oversight@d&@nited States). Those standards require thaplare an:
perform the audit to obtain reasonable assurancetathether effective internal control over finaalgieporting was maintained in all material respe@ur audit include
obtaining an understanding of internal control ofieancial reporting, assessing the risk that aemalt weakness exists, testing and evaluating &sigd and operatil
effectiveness of internal control based on thesssskrisk, and performing such other proceduregeasonsidered necessary in the circumstances. Way&¢hat our auc
provides a reasonable basis for our opinion.

A company's internal control over financial repogtiis a process designed to provide reasonableaamesuregarding the reliability of financial repog and th
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples. A company's internal control ofieancial reportin
includes those policies and procedures that (Iaeto the maintenance of records that, in reaslendetail, accurately and fairly reflect the tractions and dispositio
of the assets of the company; (2) provide reasenas$urance that transactions are recorded assaecés permit preparation of financial statementaccordance wi
generally accepted accounting principles, and ithegipts and expenditures of the company are bmiade only in accordance with authorizations of nganzent an
directors of the company; and (3) provide reasanalskurance regarding prevention or timely deteafounauthorized acquisition, use, or dispositdrthe company
assets that could have a material effect on trenéial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @et@isstatements. Also, projections of any evatuatf effectivenes
to future periods are subject to the risk that mdstmay become inadequate because of changesnditions, or that the degree of compliance with gudicies o
procedures may deteriorate.

In our opinion, Invesco Ltd. maintained, in all @@l respects, effective internal control ovegafigial reporting as of December 31, 2012 , basetti@@OSO criteria.

We also have audited, in accordance with the stadsdaf the Public Company Accounting Oversight Bo@ynited States), the consolidated balance sloddtsesce
Ltd. as of December 31, 2012 and 2QXind the related consolidated statements of incammaprehensive income, shareholders' equity, astl dows for each of tl
three years in the period ended December 31, 26flRwesco Ltd. and our report dated February2243 expressed an unqualified opinion thereon.

/s | Ernst & Young LLP
Atlanta, Georgia

February 22, 2013

73




$ in millions, except per share data
ASSETS
Current assets:

Cash and cash equivalents

Cash and cash equivalents of consolidated invagtproducts

Unsettled fund receivables
Accounts receivable
Accounts receivable of consolidated investmeatipcts
Investments
Prepaid assets
Other current assets
Deferred tax asset, net
Assets held for policyholders
Total current assets
Non-current assets:
Investments
Investments of consolidated investment products
Security deposit assets and receivables
Other non-current assets
Deferred sales commissions
Property and equipment, net
Intangible assets, net
Goodwill
Total non-current assets
Total assets
LIABILITIES AND EQUITY
Current liabilities:
Current maturities of total debt
Unsettled fund payables
Income taxes payable
Other current liabilities
Other current liabilities of consolidated investm products
Policyholder payables
Total current liabilities
Non-current liabilities:
Long-term debt
Long-term debt of consolidated investment prosluct
Deferred tax liabilities, net
Security deposits payable
Other non-current liabilities
Total non-current liabilities
Total liabilities
Commitments and contingencies (See Note 19)
Equity:
Equity attributable to common shareholders:

Common shares ($0.20 par value; 1,050.0 milliohanized; 490.4 million shares issued as of DecerBbheR012, and 2011)

Additional paid-in-capital
Treasury shares
Retained earnings

Invesco Ltd.
Consolidated Balance Sheets

Retained earnings appropriated for investoroirsolidated investment products

Accumulated other comprehensive income, netyof ta
Total equity attributable to common shareholders

Equity attributable to noncontrolling interestscionsolidated entities

Total equity

Total liabilities and equity

See accompanying notes.
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As of

December 31, 2012

December 31, 2011

835.¢ 7274
287.¢ 382.5
550.1 4442
449 4242
84.1 98.£
363.¢ 283.7
50.2 51.2
94 150.¢
38.4 28.7
1,153.¢ 1,243
3,907.¢ 3,834..
246.¢ 200.¢
4,550.¢ 6,629.(
27.4 81.2
26.€ 17.¢
473 40.E
349.€ 312.¢
1,287 1,322.¢
7,048.: 6,907.¢
13,584.4 15,512.¢
17,492.¢ 19,347
= 215.1
552.F 439.¢
77.¢ 59.€
8247 8415
104. 175.1
1,153.¢ 1,243
2,713.( 2,974
1,186.( 1,069.¢
3,899.¢ 5,512.¢
311.¢ 274.(
27.2 81.2
306.2 297.:
5,730.¢ 7,235.(
8,443 10,209«
98.1 98.1
6,141.( 6,180.

(1,382.9 (1,280.9)

2,801 2,413
128.¢ 334.%
530. 3735
8,316.¢ 8,119..
732 1,018t
9,049.( 9,137.
17,492.0 19,347
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Invesco Ltd.
Consolidated Statements of Income

Years ended December 31,

$ in millions, except per share data 2012 2011 2010
Operating revenues:
Investment management fees 3,236.¢ 3,138.t 2,720.¢
Service and distribution fees 771.€ 780.% 645.5
Performance fees 58.¢ 37.¢ 26.1
Other 109.7 135.F 95.2
Total operating revenues 4,177.( 4,092.: 3,487."
Operating expenses:
Employee compensation 1,297." 1,246.: 1,114.¢
Third-party distribution, service and advisory 1,311.¢ 1,282.t 1,053.¢
Marketing 103.C 86.C 78.5
Property, office and technology 277.€ 254.¢ 238.¢
General and administrative 307.2 295.¢ 262.%
Transaction and integration 8.2 29.4 150.(
Total operating expenses 3,305.¢ 3,194.: 2,897.¢
Operating income 871t 898.1 589.¢
Other income/(expense):
Equity in earnings of unconsolidated affiliates 29.7 30.t 40.2
Interest and dividend income 9.8 11.C 10.4
Interest income of consolidated investment présluc 258.t 307.2 240.¢
Other gains/(losses) of consolidated investmendywets, net (97.79) (138.9 114.C
Interest expense (52.9) (61.¢) (58.6)
Interest expense of consolidated investment mtsdu (168.9) (187.0 (118.¢
Other gains and losses, net 8.3 49.C 15.€
Income before income taxes 859.t 908.1 833.¢
Income tax provision (272.9) (286.]) (197.0
Net income 587.% 622.( 636.¢
(Gains)/losses attributable to noncontrolling iagts in consolidated entities, net 89.¢ 107.7 (a71.9
Net income attributable to common shareholders 677.1 729.1 465.7
Earnings per share:
- basic $ 15 $ 15¢ $ 1.01
- diluted $ 14¢ % 157 $ 1.01
Dividends declared per share $ 0.640( $ 0.477F % 0.432¢

See accompanying notes.

75




Table of Contents

Invesco Ltd.
Consolidated Statements of Comprehensive Income

Years ended December 31,

$ in millions 2012 2011 2010
Net income 587.% 622.( 636.¢
Other comprehensive income, before tax:
Currency translation differences on investmenvierseas subsidiaries 145.( (48.¢) 77.2
Change in accumulated other comprehensive incolatdeto employee benefit plans 4.9 (42.9 18.7
Change in accumulated other comprehensive incomeuify method investments 6.4 (7.2 2.8
Change in net unrealized gains on available-fog-salestments 10.1 (12.3) 9.¢
Other comprehensive income (loss), before tax 157.1 (110.%) 108.¢
Income tax related to items of other comprehensiviecome:
Tax benefit (expense) on foreign currency transfaéidjustments 0.€ 0.t —
Tax benefit (expense) on comprehensive incomeeelat employee benefit plans 0.2 9.2 (6.2
Tax benefit (expense) on change in net unrealiagusgon available-for-sale investment (1.2) 1.8 0.9
Total income tax benefit (expense) related to itefmsther comprehensive income 0.9) 11.€ (7.0
Other comprehensive income (loss), net of tax 156.% (99.7) 101.¢
Total comprehensive income 743.¢ 522.¢ 738.€
Comprehensive loss (income) attributable to norredlittg interests in consolidated entities ~ 90.7 84.€ (165.¢)
Comprehensive income attributable to common shiders 834.0 607.t 572

See accompanying notes.
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Invesco Ltd.
Consolidated Statements of Cash Flows

Years ended December 31,

$ in millions 2012 2011 2010
Operating activities:
Net income 587.: 622.( 636.¢
Adjustments to reconcile net income to net caskigeal by operating activities:
Amortization and depreciation 95.( 117.¢ 96.7
Share-based compensation expense 136.¢ 115.1 117.¢
Gains on disposal of property, equipment, anthsog, net (0.9 (5.8) —
Purchase of trading investments (10,192.) (10,548.9) (7,093.)
Proceeds from sale of trading investments 10,185.: 10,537. 7,032.°
Other gains and losses, net 8.3 (49.0 (15.6)
Call premium on debt extinguishment
(23.0) — —
Losses/(gains) of consolidated investment prcedunet 97.7 138.¢ (114.0
Tax benefit from share-based compensation 52.2 77.€ 63.£
Excess tax benefits from share-based compensation (12.%) (24.7) (14.¢)
Equity in earnings of unconsolidated affiliates (29.7) (30.5) (40.2)
Dividends from unconsolidated affiliates 15.€ 21.2 26.C
Changes in operating assets and liabilities:
Decrease/(increase) in cash held by consolidatestment products (36.2) 264.% (336.2)
Decrease/(increase) in receivables 113.¢ 213.¢ (223.39)
(Decrease)/increase in payables (160.7) (494.9) 243.(
Net cash (used in)/provided by operating activities 819.: 964.¢ 379.2
Investing activities:
Purchase of property and equipment (99.9) (107.0) (89.6)
Disposal of property and equipment 0.€ 12.€ —
Purchase of available-for-sale investments (85.9) (31.9 (33.9
Sale of available-for-sale investments 50.€ 60.2 64.7
Purchase of investments by consolidated investpremiucts (3,252.() (2,991.9) (2,367.)
Sale of investments by consolidated investmentysrtsd 3,346.¢ 3,479.( 2,866.
Purchase of other investments (126.0 (143.9 (69.9)
Sale of other investments 83.€ 64.€ 424
Returns of capital and distributions from equitythoel investments 20.C 36.€ 25.2
Acquisitions of businesses — (14.9 (749.6
Acquisition earn-out payments (37.2) (16.€) (26.9)
Sale of management contracts 16.¢ — —
Net cash (used in)/provided by investing activities (82.9) 348.1 (337.9
Financing activities:
Proceeds from exercises of share options 23.C 12.4 19.€
Purchases of treasury shares (265.0) (436.5) (192.9)
Dividends paid (289.0 (220.9 (197.9
Excess tax benefits from share-based compensation 12.7 14.7 14.€
Capital invested into consolidated investment potsiu 20.C 37.2 24.%
Capital distributed by consolidated investment piaid (277.0 172.9) (97.2)
Net borrowings/(repayments) of debt of consolidatestment products 232.t (513.9 (207.9)
Net borrowings/(repayments) under credit facility 47.F (31.0 570.(
Net proceeds from issuance of senior notes 595.1 — —
Repayments of senior notes (745.7) — —
Acquisition of interest in consolidated investmpridducts — (12.3) —
Net cash (used in)/provided by financing activities (645.9) (1,322.) (65.9)
Increase/(decrease) in cash and cash equivalents 91.C 9.2 (24.5)
Foreign exchange movement on cash and cash equivale 17.1 3.9 3.C
Cash and cash equivalents, beginning of year 727.¢ 740.5 762.(
Cash and cash equivalents, end of year 835.F 727 .4 740.%
Supplemental Cash Flow Information:
Interest paid (52.¢) (53.5) (50.6€)
Interest received 5.1 14t 7.7
Taxes paid (214.9 (199.9) (272.9)

See accompanying notes.
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Invesco Ltd.
Consolidated Statements of Changes in Equity

Equity Attributable to Common Shareholders

Equity
Retained Earnings Accumulated Attributable to
Appropriated for Other Total Equity Noncontrolling
Additional Investors in Comprehensive  Attributable to Interests in
Co mmon Paid-in- Treasury Retained Consolidated Income, net of Common Consolidated Total
$ in millions Shares Capital Shares Earnings Investment Products tax Shareholders Entities Equity
January 1, 2012 98.1 6,180.¢ (1,280.9  2,413.: 334.% 373.% 8,119.: 1,018.¢ 9,137.¢
Net income — — — 677.1 — — 677.1 (89.9 587.3
Other comprehensive income — — — — — 157.2 157.2 0.9 156.%
Total comprehensive income — — — — — — 834.% (90.7) 743.¢
Net loss reclassified to appropriated
retained earnings — — — — (82.9) — (82.9) 82.: —
Currency translation differences on
investments in overseas subsidiaries
reclassified to appropriated retained
earnings — — — — (6.3 — (6.3 6.3 —
Deconsolidation of consolidated
investment products — — — — (116.9 — (116.9 — (116.9
Change in noncontrolling interests in
consolidated entities, net — — — — — — — (284.2) (284.2)
Dividends — — — (289.0) — — (289.0) — (289.0)
Employee share plans:
Share-based compensation — 136.¢ — — — — 136.4 — 136.4
Vested shares — (165.6 165.€ — — — — — —
Exercise of options — (23.)) 46.1 — — — 23.C — 23.C
Tax impact of share-based payment  — 12.7 — — — — 12.7 — 12.7
Purchase of shares — — (314.% — — — (314.% — (314.9
December 31, 2012 98.1 6,141.( (1,382.9 2,801. 128.¢ 530.t 8,316.¢ 732.2 9,049.(

See accompanying notes.
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Retained Earnings

Appropriated for Total Equity Equity Attributable to
Co Additional Investors in Accumulated Other Attributable to Noncontrolling
mmon Paid-in- Treasury Retained Consolidated Comprehensive Common Interests in Total
$ in millions Shares Capital Shares Earnings Investment Products Income, net of tax Shareholders Consolidated Entities Equity
January 1, 2011 98.1 6,262.¢ (991.5) 1,904. 495.F 495.¢ 8,264.¢ 1,096.. 9,360.¢
Net income — — — 729.% — — 729.% (207.7) 622.(
Other comprehensive incom — — — — — (122.2) (122.9) 23.1 (99.9)
Total comprehensive income — — — — — — 607.5 (84.¢) 522.¢
Net loss reclassified to
appropriated retained
earnings — — — — (169.9 — (169.9 169.¢ —
Currency translation
differences on investments
in overseas subsidiaries
reclassified to appropriated
retained earnings — — — — 8.7 — 8.7 (8.7 —
Change in noncontrolling
interests in consolidated
entities, net — — — — — — — (154.9) (154.9
Dividends — — — (220.9 — — (220.9 — (220.9
Employee share plans:
Share-based compensation — 115.1 — — — — 115.1 — 115.1
Vested shares — (202.%) 202.7 — — — — — —
Exercise of options — 9.9 21t — — — 12.¢ — 12.¢
Tax impact of share-based
payment — 14.7 — — — — 147 — 147
Purchase of shares — — (513.) — — — (513.) — (513.))
December 31, 2011 98.1 6,180.¢ (1,280.9 2,413. 334. 373. 8,119.: 1,018.! 9,137.¢

See accompanying notes.
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Retained Earnings
Appropriated for

Accumulated

Equity
Attributable to

Investors in Other Total Equity Noncontrolling
Additional Consolidated Comprehensive  Attributable Interests in
Common Paid-in- Treasury Retained Investment Income, net of to Common Consolidated Total
$ in millions Shares Capital Shares Earnings Products tax Shareholders Entities Equity
January 1, 2010 91.¢ 5,688. (892.9 1,631.. — 393.¢ 6,912.¢ 707.¢  7,620.¢
Adoption of guidance now
encompassed in ASC Topic 810 — — — 5.2 274.% (5.2 274.C — 274
January 1, 2010, as adjusted 91.¢ 5,688. (892.9) 1,636.¢ 274 388.4 7,187.: 707.¢  7,895.:
Net income — — — 465.7 — 465.7 171.1 636.¢
Other comprehensive income — — — — — 107.1 107.1 (5.3 101.¢
Total comprehensive income — — — — — 572.¢ 165.¢ 738.¢
Net income reclassified to
appropriated retained earnings — — — — 77.1 77.1 (77.7) —
Currency translation differences on
investments in overseas subsidiaries
reclassified to appropriated retained
earnings — — — — (5.9 (5.9 5.3 —
Change in noncontrolling interests i
consolidated entities, net — — — — — — (69.2) (69.2)
Business Combinations 6.2 563.( — — 149.¢ 718.€ 363.€ 1,082.c
Dividends — — — (197.9 — (197.9 — (197.9
Employee share plans:
Share-based compensation — 117.¢ — — — 117.¢ — 117.¢
Vested shares — (94.5) 94.t — — — — —
Exercise of options — (26.9) 46.5 — — 19.€ — 19.€
Tax impact of share-based payment — 14 — — — 14.¢ — 14.¢
Purchase of shares — — (240.7) — — (240.7) — (240.7)
December 31, 2010 98.1 6,262.¢ (991.5) 1,904. 495.t 495t 8,264.¢ 1,096.. 9,360.¢

See accompanying notes.
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Invesco Ltd.
Notes to the Consolidated Financial Statements

1. ACCOUNTING POLICIES
Corporate Information

Invesco Ltd. (Parent) and all of its consolidateditees (collectively, the company or Invesco) gdevretail, institutional and high-neterth clients with an array
global investment management capabilities. The @ampperates globally and its sole business issinvent management.

Basis of Accounting and Consolidation

In the opinion of management, the Consolidated g Statements reflect all adjustments, congistihnormal recurring accruals, which are necesfaryhe fai
presentation of the financial condition and resafteperations for the interim periods presenteltisiynificant intercompany transactions, balancesenues and expen
are eliminated upon consolidation.

The Consolidated Financial Statements have begramé in accordance with U.S. GAAP and consolida¢efinancial statements of the Parent, all ofcitstrollec
subsidiaries, any variable interest entities (VIEjuired to be consolidated, and any MBE-general partnership investments where the comps deemed to ha
control. A VIE is an entity that does not have &gt equity to finance its operations without aidthal subordinated financial support, or an gnfitr which the risks ar
rewards of ownership are not directly linked toingtinterests. Control is deemed to be present wherParent holds a majority voting interest oreotlise has the pow
to govern the financial and operating policieshaf subsidiary or VIE so as to obtain the benefidmfits activities. The company provides investnmmaahagement servic
to, and has transactions with, various private tgqfunds, real estate funds, fundfofads, collateralized loan obligations (CLOs), atlder investment products sponsc
by the company for the investment of client assetthe normal course of business. The company seagethe investment manager, making daglap-investmet
decisions concerning the assets of these prodDettain of these entities are considered to be VIEs

The company follows the provisions of Accountingu@tards Codification (ASC) Topic 810, “Consolidatiowhen accounting for VIEs, including Account
Standards Update (ASU) No. 2010-10, “Amendmentientain Investment Funds” (ASU 2010), a deferral of the effective date of additiooahsolidation guidance 1
a reporting entity's interests in certain investtrfends which have attributes of investment comgsnfor which the reporting entity does not haveohligation to fun
losses, and which are not structured as securitizantities. In addition, the deferral appliesaiaeporting entity's interest in money market fiyype products. Tt
company has determined that all of its managedsfuvith the exception of certain CLOs qualify foe theferral.

For all VIE investment products with the except@CLOs, if the company is deemed to have a vagiablerest in, and to have the majority of rewaislet o
ownership associated with, these entities, therctimpany is deemed to be their primary beneficeargl is required to consolidate these entities.\R&r CLOs, if the
company is deemed to have the power to direct thigities of the CLO that most significantly impattte CLO's economic performance, and the obligatioabsor
losses/right to receive benefits from the CLO ttatild potentially be significant to the CLO, thdretcompany is deemed to be the CLO's primary baagfiand i
required to consolidate the CLO. Investment proslubat are consolidated are referred to as “Cotisigld Investment Product#i the accompanying Consolida
Financial Statements.

The adoption of the additional guidance now enca@spd in ASC Topic 810, which was effective Jandar3010 and required prospective application, hagjmifican
impact on the presentation of the company's firdrstatements, as its provisions required the compaconsolidate certain CLOs that were not prasfip consolidate:
The cumulative effect adjustment upon adoptionaaudry 1, 2010 resulted in an appropriation ofinethearnings and a reclassification of other ca@hensive incon
into retained earnings of $274.3 million and $5ifliom , respectively. Prior to the adoption of this guide, the company accounted for its investmenthése CLOs ¢
available-for-sale investments, with changes invilee of the company's interests being recordeslih other comprehensive income.

Upon adoption of ASC Topic 810, the assets andliliéls of the consolidated CLOs were measuredatvalue, as the determination of the carrying ant® was nc
practicable. The company has elected the fair valpgoon under ASC Topic 825-126 to measure the assets and liabilities of allsobdated CLOs at fair vali
subsequent to the date of initial adoption of tdslitional guidance, as the company has deterntimetdmeasurement of the notes issued by consdlidat®s at fai
value better correlates with the value of the asseld by consolidated CLOs, which are held to pl®the cash flows for the note obligations. Se&eNe® , ‘Consolidate
Investment Products,” for a summary of balance tsinegact of consolidated investment products ateDawer 31, 2012 All of the investments held and notes issue
consolidated investment products are presented
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at fair value in the company's Consolidated BaleBlveets at December 31, 2012 and 2011 .

Upon consolidation of the CLOs, the company's &edQLOs' accounting policies were effectively atignresulting in the reclassification of the compsugain or los
(representing the changes in the market valuesottimpany's holding in the consolidated CLOs) faither comprehensive income into other gains/losEes.company
gain on its investment in the CLOs (before consdiah) eliminates with the company's share of thigetting loss on the CLOs' debt. The net incons/lionpact durin
the period of consolidation of these CLOs is themefcompletely attributed to other investors insthe€CLOs, as the company's share has been elimitiateoigt
consolidation. The Consolidated Balance Sheetsatsfthe consolidation of assets held and deb¢dsby these CLOs, despite the fact that the asaat®ot be used by t
company, nor is the company obligated for the d€be surplus of consolidated CLO assets over cataed CLO liabilities is reflected in the compangonsolidate
Balance Sheets as retained earnings appropriatadvestors in consolidated investment productsré& period gains/(losses) attributable to invesin consolidate
CLOs are included in (gains)/losses attributabledacontrolling interests in consolidated entiiiethe Consolidated Statements of Income and irreétened earning
appropriated for investors in consolidated investiproducts in the Consolidated Balance Sheettegsare considered noncontrolling interests ofdti@pany. Intere
income and expense of consolidated CLOs are pesers other income/(expense) in the company's Gdatad Income Statements for the years eridedember 3:
2012, 2011 and 2010 . See Note 20 , “Consoliditeelstment Productsfor additional details. In addition, the compan@ansolidated Cash Flow Statement reflect:
cash flows of these CLOs.

The company also consolidates certain private yaqnt real estate funds that are structured asgratips in which the company is the general paneeeiving i
management and/or performance fee. Private equigstiments made by the underlying funds consisiirett investments in, or fund investments in othwvate equit
funds that hold direct investments in, equity obtdgecurities in operating companies that are gdlgemot initially publicly traded. Private equifynds are consider
investment companies and are therefore accountednider ASC Topic 946, “Financial Services - Inmesht Companies.The company has retained the specia
industry accounting principles of these investmemaiducts in its Consolidated Financial Stateme&&e Note 20 , “Consolidated Investment Produdts,’additiona
details.

Non-VIE general partnership investments are deemee wohtrolled by the company and are consolidatel®ua voting interest entity (VOE) model, unless limitec
partners have the substantive ability to removegtreeral partner without cause based upon a simgjerity vote or can otherwise dissolve the paghar, or unless tt
limited partners have substantive participatingptsgover decision-making.

If the company determines that it does not coritrelprivate equity and real estate partnershipsundvhich it has invested, the equity method afoamting is used
account for the company's investment in theseiesitiThe equity method of accounting is also useddcount for investments in joint ventures andcootrollec
subsidiaries in which the company's ownership isveen 20 and 50percent. Equity investments are carried initialycost (subsequently adjusted to recogniz:
company's share of the profit or loss of the inmestfter the date of acquisition) and are includedivestments on the Consolidated Balance Sh&éts.proportional
share of income or loss is included in equity imn@e&s of unconsolidated affiliates in the Consatetl Statements of Income, and the proportionageesbf othe
comprehensive income or loss is included in accatedl other comprehensive income in the ConsolidB&ednce Sheets. If the company determines thébes nc
control CLOs in which it has invested, the compaogounts for its investments as available-for-salestments.

The financial statements have been prepared plinarithe historical cost basis; however, certéémis are presented using other bases such asafa&, where suc
treatment is required or voluntarily elected. Tmamcial statements of subsidiaries, with the etioapof certain consolidated investment productsliasussed above, :
prepared for the same reporting year as the Parehtise consistent accounting policies, which, @la@plicable, have been adjusted to U.S. GAAP fiaral generall
accepted accounting principles or reporting reguist The financial information of the consolidatedOs is included in the company's consolidatedrfaial statemen
on a onemonth lag. The private equity and real estate fum@sconsolidated on a quarter lag. Noncontrolimgrests in consolidated entities and retainediegs
appropriated for investors in consolidated investhpeoducts represent the interests in certairtiesttonsolidated by the company either becausedtmpany has contt
over the entity or has determined that it is thenpry beneficiary, but of which the company doesawn all of the entity's equity.

Use of Estimates
In preparing the financial statements, managensergquired to make estimates and assumptionsffieat eeported revenues, expenses, assets, liebiéind disclosu
of contingent liabilities. The primary estimatefate to investment and debt valuation for constdidanvestment products, goodwill and intangibl@ainment, and taxe

Use of available information and application ofgatent are inherent in the formation of estimatestuél results in the future could differ from sue$timates and tl
differences may be material to the financial staets.
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Reclassifications

In 2011, the company changed its presentation oketiag support expenses from marketing expensdisirdparty distribution, service and advisory expensethé
Consolidated Statements of Income. Marketing supgxpenses are payments made to distributors tdinesf the company’s retail products over and @bthe 12ht
distribution payments passed through to the distoits from the funds. The nature of these costlisibutiontelated; accordingly, the reclassification sen@snbore
appropriately reflect them as such. Additionallye tpresentation of certain other prior period reggbamounts has been reclassified to be consigtémtthe currer
presentation. Such reclassifications had no impadbtal operating expenses, net income, or eatitiputable to common shareholders. The impaptéwiously reporte
third-party distribution, service and advisory andrketing expenses is illustrated below.

For the year ended December 31,

$ in millions 2010

Third-party distribution, service and advisory expes, as previously reported 972.7
Reclassification 81.1
Third-party distribution, service and advisory expes, as reclassified 1,053.¢
Marketing expenses, as previously reported 159.¢
Reclassification (81.3)
Marketing expenses, as reclassified 78.5

Acquisition Accounting

In accordance with ASC Topic 805, “Business Comitiams” (ASC Topic 805), any excess of the cost of the aitjom over the fair values of the identifiable asset
acquired attributable to the company is recognaedoodwill. With certain exceptions, 10@the fair values of assets acquired, liabilitasumed, and noncontrolli
interests is recognized in acquisitions of less tha0%controlling interest when the acquisition consgétii change in control of the acquired entity. fddally, wher
partial ownership in an acquiree is obtained and determined that the company controls the aequithe assets acquired, liabilities assumed apchancontrolling
interests are recognized and consolidated at 160#eir fair values at that date, regardless ef plercentage ownership in the acquiree. As goodsvihlculated as
residual, all goodwill of the acquired businesst just the company's share, is recognized undsr“tbil-goodwill” approach. Noncontrolling interests are stated €
noncontrolling shareholder's proportion of the poguisition carrying values of the acquired neetssThe results of entities acquired or sold dutire year are includ
from or to the date control changes.

Contingent consideration obligations that are el@mef consideration transferred are recognizedfahe acquisition date as part of the fair valtensferred i
exchange for the acquired business. Acquisitioateel costs incurred in connection with a businesshination shall be expensed.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash at bankand and shoterm investments with a maturity upon acquisitiéthoee months or less. Also included in cash
cash equivalents at December 31, 2012 , is $3llom{l December 31, 2011 : $2.9 milligrin cash to facilitate trust operations and cugiptransactions in the compar
affiliated funds. Cash and cash equivalents of alidested investment products are not availableyfateral use by the company.

Cash balances may not be readily assessable tBattemt due to capital adequacy requirements odioedf our subsidiaries. These and other similavisions o
applicable law may have the effect of limiting vdthwals of capital, repayment of intercompany loand payment of dividends by such entities. A grdaip of Invesc
subsidiaries, including all of our regulated EU sidiaries, is subject to consolidated capital regraents under applicable European Union (EU) direst and capital
maintained within this subroup to satisfy these regulations. These requinesnmandate the retention of liquid resources aséhjurisdictions, which we meet in pari
holding cash and cash equivalents. This retainsll can be used for general business purposes Euttopean sulgroup or in the countries where it is located. Buhe
capital restrictions, the ability to transfer cadsttween certain jurisdictions may be limited. Irdiéidn, transfers of cash between internationaisglictions may ha\
adverse tax consequences that may substantially dimh activity. At December 31, 2012 , the Eumpeub-group had cash and cash equivalent balari®s28.:
million ( December 31, 2011 : $440.0 millignmuch of which is used to satisfy these regujatequirements. The company is in compliance wiithegulatory minimun
net capital requirementd he total amount of non-U.S. cash and cash equiteilgas $662.9 million at December 31, 2012 ( Dés831, 2011 : $551.8 million ).
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In addition, the company is required to hold caspasits with clearing organizations or to othervssgregate cash to maintain compliance with fedamdl othe
regulations in connection with its unit investmamst (UIT) broker dealer entity. At December 3Q12 these cash deposits totaled $11.3 million (gededDecember 3:
2011 : $11.2 million ).

Unsettled Fund Receivables and Payables

The company records unsettled fund receivables tmderlying fund investors in certain fund produntside the U.S. when these investors place uedeétivestmen
into the funds. Additionally, the company recordssettled fund receivables from certain ndrs. funds during the settlement period when updteglfund investor
redeem their holdings. Settlement periods for letteivables from underlying investors and fundgeserally less than four days. Additionally, in ¢&pacity as spons
of UITs, the company records receivables from brekdealers, and clearing organizations for uresbtiell trades of securities and UITs in additiomeceivables froi
customers for unsettled sell trades of UITs. Thmmany also records payables to brokers, dealedsclearing organization for unsettled buy tradesesfurities and Ul
in addition to payables to customers for unsesigtitrades of securities and UITs. The presemaifdhe unsettled fund receivables and substéntiffisetting payables
trade date reflects the legal relationship betwherunderlying investor and the company.

Accounts Receivable and Payable
Accounts receivable and payable are recorded aitdhiginal invoice amounts. Accounts receivable also recorded less any allowance for uncollestiphounts.
Investments

Investments in equity securities that have readgyerminable fair values and investments in debursiges are classified as either trading or awéédor-sale
Investments in debt securities are classified dd-toematurity investments if the company has the inmd ability to hold the investments until maturifyrading
securities are securities bought and held prinlgigaf the purpose of selling them in the near tefrdditionally, purchases and sales of trading steents are classified
operating activities on the Consolidated Statemehtash Flows based on the nature and purpossHhimh the securities were acquired. Available$ale securities a
those neither classified as trading nor as helawaurity. Trading and available-feale investments are measured at fair value. Gaitesses arising from changes in
fair value of trading investments are included noame, and gains or losses arising from changékeirfair value of available-fogale investments are recognize:
accumulated other comprehensive income, net ofutaid, the investment is sold or otherwise disposgabr until the investment is determined to bleestthantemporarily
impaired, at which time the cumulative gain or lpssviously reported in equity is included in incanThe specific identification method is used ttedmine the realize
gain or loss on securities sold or otherwise disgokleld-to-maturity investments are measured atrtired cost, taking into account any discountpremiums.

Investments in joint ventures, naontrolled subsidiaries and certain investment petsl that are not consolidated under a VIE or VO&eh are investments o
which the company has significant influence but cottrol and are accounted for using the equityhoet where the investment is initially recordedcast and th
carrying amount is increased or decreased to réo®ghe company's share of the atgex-profit or loss of the investee after the ddtaauisition. Investments in jo
ventures are investments jointly controlled by ¢oenpany and external parties. Investments in joémtures are also accounted for using the equithadeto reflect th
substance and economic reality of the companyesest in jointly controlled entities. Equity invemnts are included in investments on the Conselii8alance Shee
The proportionate share of income or loss is inetlith equity in earnings of unconsolidated affémin the Consolidated Statements of Income.

Fair value is determined using a valuation hienar@hscussed in Note 3 , “Fair Value of Assets amabilities,”) generally by reference to an active trading ma
using quoted closing or bid prices as of each témpperiod end. When a readily ascertainable ntarkie does not exist for an investment, the Jalue is calculate
based on the expected cash flows of its underlyitgasset base, taking into account applicable@digcates and other factors. Judgment is usedderiin if a formerl
active market has become inactive and in determifair values when markets have become inactive.

The company evaluates the carrying value of investmfor impairment on a quarterly basis. In itpéinment analysis, the company takes into consiideraumerou
criteria, including the duration and extent of alecline in fair value, the intent and ability oethompany to hold the security for a period of tsnéficient for a recovel
in value, recent events specific to the issuemdustry and external credit ratings and recent dpades with respect to issuers of debt securitdd. lif the decline i
value is determined to be other-th@mporary, the carrying value of the security inggally written down to fair value through the inte statement. If the fair value ¢
debt security, however, is less than its amortzest, the decline in value is determined to berethantemporary, and the company intends to sell the sedrity or it i
more likely than not that the company will be reqdito sell the debt security before the recovéitsamortized cost basis, the entire differeneveen the investment's
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amortized cost basis and its fair value is recagphias an other-thaemporary impairment through the income stateménhe company does not intend to sell the
security, and it is not more likely than not thaé tcompany will be required to sell the debt segusefore recovery of its amortized cost basisnttie other-than-
temporary impairment is separated into two comptmea) the amount representing the credit losschvis recorded as a charge to the income staterardth) th
amount related to all other factors, which is retoed in other comprehensive income, net of tax.

Assets Held for Policyholders and Policyholder Payes

One of the company's subsidiaries, Invesco Perpktigal imited, is an insurance entity that wasatsished to facilitate retirement savings planthim U.K. The entit
holds assets that are managed for its clientssobatance sheet with an equal and offsetting Itgltib the policyholders, which is linked to thelwa of the investment
The investments are legally segregated and areahneot subject to claims that arise from anytled company's other businesses. Investments aiwyipolder payable
held by this business meet the definition of firahmstruments and are carried in the Consolid8alhnce Sheets as separate account assets dfitielaat fair value i
accordance with ASC Topic 944, “Financial Serviedssurance.'Changes in fair value are recorded and offset to irethe Consolidated Statements of Income inn
operating revenues. Management fees earned frasypolder investments are accounted for as destiibéhe company's revenue recognition accountoligy

Security Deposit Assets and Receivables and Seclrposits Payable

Invesco is an asset manager of property portfolibreby the company provides services such amtgasmnagement, building management, building neaewice ar
administration activities. In order to carry outbuactivities, Invesco is a party to master leage@ments with the property owners and is a pargublease agreeme
with the tenants of the properties. Under theseeagents, Invesco collects the security deposits@mdand remits the amounts, with no magk-to the property owne
The security deposits remitted to the property awrand the security deposits payable to the terametpresented in the Consolidated Balance Shdaé@mber 3.
2012 , as security deposit assets and securitysitlsppayable, respectively. Included in securitpalit assets is $1.9 million ( December 31, 208R.1 million )
receivable from affiliated funds, which earns ietgrat TIBOR plus 0.1% ( December 31, 2011 : 0.1%)

Deferred Sales Commissions

Mutual fund shares sold without a sales commisatdhe time of purchase are commonly referred tBashares.” B shares typically have an asset-bésel2bi fee
that is charged to the fund over a period of yeax a contingent deferred sales charge (CDSC)CDfC is an assétased fee that is charged to investors that red&
shares during a stated period. Commissions paiteatiate of sale to brokers and dealers for sdlesutual funds that have a CDSC are capitalizedandrtized over
period not to exceed the redemption period of &tated fund (generally up to six yedrsThe deferred sales commission asset is revigeeddically for impairment t
reviewing the recoverability of the asset base@stimated future fees to be collected.

Property, Equipment and Depreciation

Property and equipment includes owned propertyseleald improvements, computer hardware/software aaher equipment and is stated at cost less acateu
depreciation or amortization and any previouslyorded impairment in value. Expenditures for majddidons and improvements are capitalized; min@laeement:
maintenance and repairs are charged to expensewaseid. Amounts incurred are presented as wogkdgress until the construction or purchase ofgtaperty an
equipment is substantially complete and readytfointended use, which, at that point, will begirbe depreciated or amortized. Depreciation is igex/on property ar
equipment at rates calculated to write off the clests estimated residual value, of each assetstraight-line basis over its expected useful lfemed buildings oves0
years , leasehold improvements over the shorténeofease term or useful life of the improvement aomputers and other various equipment betweee thndsevel
years. Purchased and internally developed softigacapitalized where the related costs can be medseliably, and it is probable that the asset génerate futui
economic benefits, and amortized into operatingeagps on a straight-line basis over its usefu) liually fiveyears. The company capitalizes qualified intermad
external costs incurred during the application ttgwment stage for internally developed softwaragnordance with ASC Topic 350-40, “Intangiblédcodwill and Othe
- Internal-Use Software.The company reevaluates the useful life deternonator property and equipment each reporting petmdletermine whether events .
circumstances warrant a revision to the remainisgful life. On sale or retirement, the asset cost @elated accumulated depreciation are removed ffe financie
statements and any related gain or loss is reflantexcome.

The carrying amounts of property and equipmentrav@&ewed for impairment when events or changesritumstances indicate that the carrying values matybe
recoverable. At each reporting date, an assessmerdde for any indication of impairment. If aniication of impairment exists, recoverability istegs by comparing tt
carrying amount of the asset to the net undiscaunte
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cash flows expected to be generated from the dés$kbase net undiscounted cash flows do not exd¢keedtarrying amount (i.e. the asset is not reae), the next st
would be performed, which is to determine the Yailue of the asset and record an impairment chérgny.

Intangible Assets

Intangible assets identified on the acquisitionadbusiness are capitalized separately from goodfrilie fair value can be measured reliably oniahitecognitiot
(transaction date) and, if they are determinedetdiriite-lived, are amortized and recorded as dperaxpenses on a straight-line basis over thesful lives, from twdo
twelve years, which reflects the pattern in which the etoic benefits are realized. Intangible assets sbrmimarily of mutual fund and other client manags
contracts, customer relationships, distributioneagrents and trade names. The company considess/itsassumptions, which require management's judgrabou
renewal or extension of the term of the arrangepmmtsistent with its expected use of the assehaxge in the useful life of an intangible assetiddave a significa
impact on the company's amortization expense.

Where evidence exists that the underlying arrangésrteave a high likelihood of continued renewditdé or no cost to the company, the intangibleetds assigned
indefinite life and reviewed for impairment on annaal basis. The company reevaluates the usetildigtermination for intangible assets each repprtieriod t
determine whether events and circumstances waaraavision to the remaining useful life or an iradion of impairment. Management contracts thatraamaged ar
operated on a single operating platform are revieineaggregate as one unit of valuation and arsidered interchangeable because investors may firegisfer betwee
funds. Similarly, cash flows generated by new fuadded to the operating platform are included wdegermining the fair value of the intangible asset.

Definitedived intangible assets are reviewed for impairmenénever events or changes in circumstances tedibat their carrying amount may not be recoveréibé
the carrying amount exceeds the sum of the fauevalf the intangible). In addition, management judgt is required to estimate the period over wiiefinitedived
intangible assets will contribute to the compagsh flows and the pattern in which these assét®&consumed. Intangible assets not subject tortaration are teste
for impairment annually as of October 1 or morgfrently if events or changes in circumstances atdithat the asset might be impaired. The impaititest consists of
comparison of the fair value of an intangible asgith its carrying amount. If the carrying amourittbe intangible asset exceeds its fair value,rapairment loss
recognized in an amount equal to that excess.Viahie is generally determined using an income apgravhere estimated future cash flows are discdutarrive at
single present value amount.

Goodwill

Goodwill represents the excess of cost over thetifigble net assets of businesses acquired argtégded in the functional currency of the acquieatity. Goodwill i
recognized as an asset and is reviewed for impairameually as of October 1 and between annua telsén events and circumstances indicate that imeai may hav
occurred. The company has determined that it haseporting unit for goodwill impairment testing poges, the consolidated Invesco Ltd. single opegatagment leve
which is the level at which internal reporting isngrated that reflects the way that the companyagesiits operations and to which goodwill is ndly@ssociated. Tt
company evaluated the components of its busindsishvare business units one level below the opegategment level, and has determined that it hageporting un
for purposes of goodwill impairment testing. Thenpany's operating segment represents one repaemitdpecause all of the components are similartdube commo
nature of products and services offered, type mntd, methods of distribution, manner in whichteaomponent is operated, extent to which they shasets ar
resources, and the extent to which they supportanefit from common product development effortsaditional profit and loss measures are not prodase therefol
not reviewed by component management for any ottmeponents. Furthermore, the financial informatieat is available by component is not sufficiemt purposes «
performing a discounted cash flow analysis at tremonent level in order to test goodwill for impaént at that level. As none of the company's coraptmare reportir
units, the company has determined that its singégating segment, investment management, is alsinigle reporting unit.

ASU 2011608 allows the option to first qualitatively assedsether it is more likely than not that the failue of a reporting unit is less than its carryirgjue. Th
company did not utilize this option in 2012 andfpened a quantitative impairment test. The impamtniest for goodwill consists of a twsiep approach, which
performed at the reporting unit level. If the céamgyamount of the reporting unit exceeds its failue (the first step of the goodwill impairmenttjethen the second stef
performed to determine if goodwill is impaired aedmeasure the amount of the impairment loss, yt dine second step of the goodwill impairment tshpares tr
implied fair value of goodwill with the carrying amnt of goodwill. If the carrying amount of goodinéixceeds the implied fair value of goodwill, anpairment loss
recognized in an amount equal to that excess.
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The principal method of determining fair value bé treporting unit is an income approach where eséchfuture cash flows are discounted to arrive sihgle prese
value amount. The discount rate used is deriveddas the time value of money and the risk prdfiléhe stream of future cash flows. Recent resatid projection
based on expectations regarding revenue, expereg@tal expenditure and acquisition earn out paymproduce a present value for the reporting diie present valt
produced for the reporting unit is the fair valdetlee reporting unit. This amount is reconciledtiie company's market capitalization to determinenglied contro
premium, which is compared to an analysis of hisércontrol premiums experienced by peer compaoives a long period of time to assess the reasenabs of the fe
value of the reporting unit.

The company also utilizes a market approach toigeos secondary and corroborative fair value ofrégorting unit by using comparable company andsiatiol
multiples to estimate values for our single repartunit. Discretion and judgment is required inetletining whether the transaction data availableesgnts informatic
for companies of comparable nature, scope and iz results of the secondary market approachdvige a fair value estimate are not combined oghieid with th
results of the income approach described abovareutised to provide an additional basis to detegrifia reasonableness of the income approach fae eatimate.

Debt and Financing Costs

Debt issuance costs are recognized as a defersetl @sder ASC Topic 835, “Interesifter initial recognition, debt issuance costs areasured at amortized ct
Finance charges and debt issuance costs are amdodver the term of the debt using the effectiverest method. Interest charges are recognizeldeirCbnsolidate
Statement of Income in the period in which theyiacerred.

Treasury Shares
Treasury shares are valued at cost and are inckslddductions from equity on the settlement date.
Revenue Recognition

Revenue is measured at the fair value of consideratceived or receivable and represents amoectivable for services provided in the normal cewtbusines
net of discounts, value added tax and other salesed taxes. Revenue is recognized when therergiasive evidence of an arrangement, deliverpbasred or servic
have been provided, collectibility is reasonablguaed and the revenue can be reliably measureceriRevrepresents management, service and distrbyt&formanc
and other fees. Revenue is generally accrued begueriod for which the service is provided.

Investment management fees are derived from pmyigrofessional services to manage client accoamtisinclude fees earned from retail mutual funaht wusts
investment companies with variable capital (ICVCsychangedraded funds, investment trusts and institutionad rivate wealth management advisory contr
Investment management fees for products offergtametail distribution channel are generally cilted as a percentage of the daily average asketdes and therefc
vary as the levels of AUM change resulting fromanfs, outflows and market movements. Investmentagament fees for products offered in the institwdland privat
wealth management distribution channels are cakdlln accordance with the underlying investmenhag@ment contracts and also vary in relation tdetel of clien
assets managed.

Service fees are generated through fees chargeovtr several types of expenses, including funaaeiing fees and other maintenance costs for mtitnals, uni
trusts and ICVCs, and administrative fees earnenh fclosedended funds. Service fees also include transfentages, which are fees charged to cover the expet
processing client share purchases and redemptatigenter support and client reporting. U.S.riistion fees can include 12bfees earned from certain mutual func
cover allowable sales and marketing expenses &metiiunds and also include assated sales charges paid by certain mutual funds period of time after the sale
those funds. Distribution fees typically vary ifatéon to the amount of client assets managed. Géperetail products offered outside of the UdB. not generate
separate distribution fee, as the quoted managei@emate is inclusive of these services.

Performance fee revenues are generated on certaingament contracts when performance hurdles aievad. Such fee revenues are recorded in operatirenue
as of the performance measurement date, when titeactual performance criteria have been met anehvthe outcome of the transaction can be measetiedbly in
accordance with Method 1 of ASC Topic 605-20-S9ReVenue Recognition - Services - SEC Materiaash receipt of earned performance fees occurs thit
measurement date. The performance measuremenisdigéned in each contract in which incentive gedformance fee revenue agreements are in effedttreerefor
we have performance fee arrangements that incluaehly, quarterly and annual measurement datesrGive uniqueness of each transaction, performigeceontract
are evaluated on an individual basis to deternfinevienues can and should be recognized. Perforerfaes are not recorded if there are any futuropeance
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contingencies. If performance arrangements regapayment of the performance fee for failure tdqren during the contractual period, then perforneafee revenues ¢
recognized no earlier than the expiration datdhe$é terms. Performance fees will fluctuate fromopeto period and may not correlate with generafket changes, sin
most of the fees are driven by relative performandbe respective benchmark rather than by absgletformance.

Other revenues include fees derived primarily fitoamsaction commissions earned upon the sale ofimezgtments into certain of our funds and feesezupon th
completion of transactions in our real estate andafe equity asset groups. Real estate transafg@mare derived from commissions earned throbgHbtiying and sellir
of properties. Private equity transaction feesudel commissions associated with the restructurfngral fees from providing advice to, portfolio coamies held by tt
funds. These transaction fees are recorded in dmsdlidated Financial Statements on the date whertiransactions are legally closed. The comparlgeissponsor ¢
UITs. In its capacity as sponsor of UITs, the compaarns other revenues related to transactiomes sharges resulting from the sale of UIT prodwtd from th
difference between the purchase or bid and offeepof securities temporarily held to form new Ufoducts. These revenues are recorded as othenueveet ¢
concessions to dealers who distribute UITs to itorgs Other revenues also include the revenuesrifatidated investment products.

Distribution, service and advisory fees that arespd through to external parties are presentedatefyaas expenses in accordance with ASC Topie4H)5Revenu
Recognition - Principal Agent Considerations.” Hhparty distribution, service and advisory expensesude periodic “renewal’tommissions paid to brokers ¢
independent financial advisors for the continuinvgrsight of their clients' assets, over the timeytare invested, and are payments for the servimirgient account
Renewal commissions are calculated based uponcargage of the AUM value and apply to much of tampany's noiJ.S. retail operations, where they can also
the form of management fee rebates. As discussedeathe revenues from our U.S. retail operatioctude 12bt distribution fees, which are passed through tkér
who sell the funds as thingiarty distribution expenses along with marketingpart distribution costs. Both the revenues andcibes are dependent on the underl
AUM of the brokers' clients. Third-party distriboiti expenses also include the amortization of upfcommissions paid to brokelealers for sales of fund shares wi
contingent deferred sales charge (a charge lewidlaetinvestor for client redemption of AUM withincertain contracted period of time). The distifiuicommissions a
amortized over the redemption period. Also includethird-party distribution, service and advis@ypenses are sutansfer agency fees that are paid to third pafte
processing client share purchases and redemptiatigenter support and client reporting. Thesescase reimbursed by the related funds. Tipiagty distribution, servic
and advisory expenses may increase or decreagatat different from the rate of change in senand distribution fee revenues due to the inclusibdistribution, servic
and advisory expenses for the U.K. and Canada,emherrelated revenues are recorded as investnar@gament fee revenues, as noted above.

Interest income is accrued on interest-bearingtasse
Dividend income from investments is recognizedtanéx-dividend date.
Share-Based Compensation

The company issues equity-settled sHzaeed awards to certain employees, which are meghsitifair value at the date of grant. The faiuealletermined at the gri
date is expensed, based on the company's estifstt@ares that will eventually vest, on a strailymé-or accelerated basis over the vesting pefibe. initial forfeiture rat
applied to most grants is 5per year, based upon the company's historical &per with respect to employee turnover. Fair vétuahe share awards representing e«
interests identical to those associated with shizeeted in the open market is determined usingitheket price at the date of grant. Fair value issneed by use of t
Black Scholes valuation model for certain sharerde¢éhat do not include dividend rights.

Deferred Compensation

The company issues deferred cash awards to certaployees which are linked in value to investmemdpcts. The employees may earn a return linkethd
appreciation or depreciation of specified investtagtypically the funds they manage. The compatsnits to hedge economically the exposure to mankeements t
holding the investments on its balance sheet. Tdmpany recognizes as compensation expense the ghline liability to employees, including the apgiegion o
depreciation of the liability, over the award's tigg period in proportion to the vested amountte award. The company immediately recognizes thevélue of the
related investment, and any subsequent appreciatidapreciation of the investment, below operatimogme in other gains and losses.
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Pensions

For defined contribution plans, contributions pdgaielated to the accounting period are chargetddoncome statement. For defined benefit plaresctst of providin
benefits is separately determined for each planguie projected unit credit method, based on aefuealuations performed at each balance sheet ddte company
annual measurement date is December 31. A porfiactoarial gains and losses is recognized thrdbghincome statement if the net cumulative unreeghactuarie
gain or loss at the end of the prior period excahdgyreater of 10.0%f the present value of the defined benefit obiagra{before deducting plan assets) at that dat
10.0% of the fair value of any plan assets. Piovise costs are recognized over the remainingceperiods of active employees.

Advertising Costs

The company expenses the cost of all advertisimypgomotional activities as incurred. The compamguired advertising costs of $32.2 millifor the year ende
December 31, 2012 ( December 31, 2011 : $19.8amiljiDecember 31, 2010 : $17.9 millignThese amounts are included in marketing expeinsége Consolidate
Statements of Income.

Leases

The company complies with lease accounting in atarwre with ASC Topic 840, "Leaseslhder operating leases, where the lessor retabistamntially all the risks ai
benefits of ownership of the asset, rental paymexstsvell as any step rent provisions specificl@ase agreements, are aggregated and charged évexigense over t
lease term beginning on the date of initial posseser the effective date of the lease agreememriintdnance, utility, and tax costs included in ¢eagreements &
expensed in the period incurred. Rental paymeniemient upon an existing index or rate are includegde minimum lease payments based on the indeate in effec
at the inception of the lease and are recognizea stnaightine basis over the minimum lease term. Changesrital payments that result from subsequent changbs
index or rate are expensed in the period incu@agbital improvement funding and other lease conoessprovided by the landlord are recorded as arded liability an
are amortized evenly over the lease term as a tieduaf rental expense.

The company accounts for lease termination coste@rdance with ASC Topic 420, “Exit or Disposals€Obligations, which requires that (1) a liability for costs
terminate a contract before the end of its ternll lgarecognized at the time termination occurs anggsured at fair value and (2) a liability for tsohat will continue t
be incurred under a contract for its remaining teritmout economic benefit to the company be recoephiand measured at its fair value when the compaages to u
the right conveyed by the contract, net of estichatgblease rentals that could reasonably be oldt@wen if the company does not anticipate entdritgany subleasir
arrangements.

Taxation

Income taxes are provided for in accordance wittCA®pic 740, “Income Taxes’ASC Topic 740). Deferred tax assets and liabiliges recorded for tempor
differences between the tax basis of assets ahititles and the reported amounts in the Consadiddtinancial Statements, using the statutory teesre effect for th
year in which the differences are expected to s®/€eFhe effect on deferred tax assets and liaslitf a change in tax rates is recognized in thalteof operations in tl
period that includes the enactment date. A valnagitowance is recorded to reduce the carrying antsoof deferred tax assets to the amount that i® fileely than not t
be realized. The company reports a liability foragognized tax benefits resulting from uncertaingasitions taken or expected to be taken in agaxn. The compat
recognizes interest and penalties, if any, relegathrecognized tax benefits in income tax expense.

Earnings Per Share

Basic earnings per share is calculated by dividiagincome attributable to common shareholdersheywieighted average number of shares outstandiriggdthe
periods, excluding treasury shares. Diluted easipgy share is computed using the treasury sto¢kadewhich requires computing share equivalents @iniding ne
income attributable to common shareholders bydte weighted average number of shares and shareadents outstanding during the period.

Comprehensive Income

The company's other comprehensive income/(lossyissnof changes in unrealized gains and lossesn@stment securities classified as availables@le, th:
company's share of other comprehensive income oftyegqnethod investments, reclassification adjustimenr realized gains/(losses) on those investnsecuritie

classified as available-for-sale, foreign curretreyslation adjustments and employee benefit ddnility adjustments. Such amounts are recordedhapplicable taxes.
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Dividends to Shareholders
Dividends to shareholders are recognized on thiaggon date. Dividends are declared and paid queaterly basis.
Translation of Foreign Currencies

Transactions in foreign currencies (currencies rothan the functional currencies of the companytssiliaries) are recorded at the rates of exchangpiling on th
dates of the transactions. At each balance shéetmanetary assets and liabilities that are denated in foreign currencies are remeasured intduthetional currencie
of the company's subsidiaries at the rates prexggdt the balance sheet date. Gains and losse®janis revaluation are included in the income stetet.

The company's reporting currency and the functiooalency of the Parent is U.S. dollars. On codsoion, the assets and liabilities of company slibsy operation
whose functional currencies are currencies othan tihe U.S. dollar (“foreignbperations) are translated at the rates of exchangeailing at the balance sheet d@
Income statement figures are translated at thehtesigaverage rates for the year, which approxiraetieal exchange rates. Exchange differences arisirthe translatic
of the net assets of foreign operations are takeetty to accumulated other comprehensive incamequity until the disposal of the net investmantyhich time they a
recognized in the income statement. Goodwill arigeiofair value adjustments arising on acquisitibra doreign entity are treated as assets and iligsilof the foreig
entity and are translated at rates of exchangeapiiy at the balance sheet date.

The company generally does not hedge corporateestteate or foreign currency exposures with déreafinancial instruments; however, in the secoparter, th
company purchased four put option contracts to éegnomically foreign currency risk on the tratistaof its pound sterlinglenominated earnings into U.S. dollars
discussed in Note 3, "Fair Value of Assets and ilitas." In the management of its offshore funceagtions, foreign currency forward and swap comsrace purchas
daily to hedge against foreign exchange rate mom&saturing the fouday client money settlement period. Certain codstdid investment products may also utilize
instruments. See Note 20 , “Consolidated InvestrRenducts,” for additional information.

Accounting Pronouncements Recently Adopted and FegdAccounting Pronouncements

In May 2011, the FASB issued Accounting Standargsldte 2011-04, Fair Value Measurements: Amendments to Achieve ComiFair Value Measurement ¢
Disclosure Requirements” (ASU 2011-04). ASU 2@4lamends Topic 820 to clarify existing fair valmeasurement disclosures to (1) specifically progjdantitative
information about the significant unobservable ispused for all level 3 measurements and (2) discémy transfers between levels 1 and 2 of thesédire hierarchy, n
just significant transfers. ASU 20-04 also requires a number of additional disclosuegarding fair value measurements. SpecificAl§t) 201104 requires entities
disclose: (1) a qualitative discussion about thesiiwity of recurring level 3 measurements to apesin the unobservable inputs disclosed, incluttieginterrelationsh
between inputs; (2) a description of the compangkiation processes surrounding level 3 measurenitinformation about when the current use obadfinancia
asset measured at fair value differs from its hsglaed best use; and (4) the hierarchy classifingor items whose fair value is not recorded amlthlance sheet bui
disclosed in the notes. ASU 2004-amends Topic 820 to change the fair value measemt of financial instruments and the applicatbpremiums and discounts il
fair value measurement. ASU 2004-also clarifies existing fair value measuremegerding the concepts of valuation premise, thdicgipn of the highest and best t
and the fair value measurement of an instrumessiflad in an entity’s shareholders’ equity. Thepatibn of ASU 2011-04 did not have an effect on¢bepanys curren
fair value measurements but led to increased disods related to the assets and liabilities otctirapany's consolidated investment products thatlassified as level
assets within the fair value hierarchy. The amemtm® Topic 820 made by ASU 200%-are effective for interim and annual periodsiteigg on or after December :
2011, and are accordingly reflected in the faiuealisclosure contained in Notes 2, "Fair ValuAsdets and Liabilities,” and 11, "Consolidated ktweent Products.”

In June 2011, the FASB issued Accounting Standdpitate 2011-05, “Comprehensive Income: Presentafi@@omprehensive Income” (ASU 2011-05). ASU 2@EL-
amends Topic 220 to require the components ofneetnie and other comprehensive income to be presentie continuous statement, which would be reteto as th
statement of comprehensive income, or in two sépdmat consecutive statements. Prior to ASU 208,1there was no requirement to present the stateofienet incom
and statement of comprehensive income consecutix&y 201105 also requires an entity to present on the fadieecfinancial statements reclassification adjustits fo
items that are reclassified from other comprehengicome to net income alongside their respectoraponents of net income and other comprehensivariac Thi:
requirement in ASU 2011-05 was amended and defénr@kcember 2011, when the FASB issued Accourtiitagndards Update No. 2011-1Réferral of the Effectiv
Date for Amendments to the Presentation of Redlaasons of Items Out of Accumulated Other Compnesive income in Accounting Standards Update Nd.120
05" (ASU 2011-12). As a result of ASU 2011-12, antity will continue to report items that are
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reclassified from accumulated other comprehensigere consistent with the requirements in Topic i22€ffect before the adoption of ASU 200%- The amendments
Topic 220 made by ASU 2011-05, and the amendmen&SU 2011-05 made by ASU 201, are effective for interim and annual periodgibeing on or afte
December 15, 2011 for public companies, and arerdowly reflected in the financial statement, “Gofidated Statements of Comprehensive Income."

In July 2012, the FASB issued Accounting Standatdisdate 2012-02, “Intangibles-Goodwill and Other:sfieg IndefiniteLived Intangible Assets fi
Impairment” (ASU 2012-02). ASU 2012-02 amends TdB6 on testing for impairment of indefinite-livettangible assets. Specifically, ASU 20@2-permits an enti
the option to first qualitatively assess whethés iore likely than not (a likelihood of more tha® percent) that an indefinitered intangible asset is impaired. If an er
concludes that this is the case, it would be reglio perform the quantitative impairment test ealdulate the fair value of the indefiniiged intangible asset; otherwi
no further testing is required. An entity may bypdlse qualitative assessment in any period andeprbdlirectly to the quantitative impairment testd anay resun
performing the qualitative assessment in any sulisggeriod. The amendments made by ASU 2I1 are effective for interim and annual impairmests performed fi
fiscal years beginning on or after September 15220

2 . BUSINESS COMBINATION AND INTEGRATION

On June 1, 2010, Invesco acquired from Morgan 8yaits retail asset management business, includeny Kampen Investments (the "acquired businessthe
"acquisition"), in exchange for an aggregate oB3fillion shares of common stock and participating prefestedk on an as converted (which converted in Now
2010) basis, which had a total fair value of $5ami8ion , and $770.0 million in cash. The sharsuiance portion of the acquisition consideratiomaspnts a nopast
financing activity related to the statement of ctistvs.

During the year ended December 31, 2012 , the compeurred $8.2 million ( 2011 : $29.4 million Q20 : $150.0 million ) of transaction and integoatcosts $5.1
million , $18.2 million and $103.1 millionet of taxation, respectively). Transaction aneégnation costs include charges related to priouiatttpns and do not repres
ongoing costs of the fully integrated combined oigation. They include legal, regulatory, advisorgluation, integratiomelated employee incentive awards and ¢
professional or consulting fees, general and adinative costs, including travel costs relatedhi® transaction and the costs of temporary stafflied in executing tt
transaction, and postesing costs of integrating the acquired businessthe company's existing operations includingrémental costs associated with achieving syr
savings. Additionally, transaction and integratiexpenses include legal costs related to the defehseiction rate preferred securities complainised in the pre-
acquisition period with respect to various closed-éunds included in the acquisition obtained ag pé the acquired business. See Note 1Toerfimitments ar
Contingencies” for additional information. The folling table presents acquisition-related and irstggn-related charges incurred during the period.

For the year ended December 31,

$ in millions 2012 2011 2010
Acquisition-related charges — — 5.7
Integration-related charges:
Staff costs 0.1 2.8 39.1
Technology, contractor and related costs 0.€ 11.C 53.4
Professional services [as 15.€ 51.¢
Total integration-related charges 8.2 29.4 144.%
Total transaction and integration charges 8.2 294 150.(
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3. FAIR VALUE OF ASSETS AND LIABILITIES

The carrying value and fair value of financial msbents is presented in the below summary table feir value of financial instruments held by cdigatec
investment products is presented in Note 20 , "Glidfested Investment Products.”

December 31, 2012 December 31, 2011

$ in millions Footnote Reference Carrying Value Fair Value Carrying Value Fair Value

Cash and cash equivalents 1 835.t 835.t 727. 727.4
Available for sale investments 4 122.] 122.1 63.t 63.t
Assets held for policyholders 1 1,153.¢ 1,153.¢ 1,243 1,243t
Trading investments 4 218.7 218.7 187.t 187.t
Foreign time deposits* 4 31.z 31.: 32.2 32.2
Support agreements* 19, 20 (2.0 1.0 (1.0 (2.0
Policyholder payables 1 (2,153.9) (1,153.¢) (1,243.9) (1,243.9)
UlT-related financial instruments sold, not yetghased 3 (2.5 1.5 (1.0 (2.0
Note Payable 3 (3.9 (3.9 (16.¢) (16.9)
Total debt* 9 (1,186.0) (1,204.9 (1,284.) (1,307.9)

*

These financial instruments are not measured av#diie on a recurring basis. See the indicatethfides for additional information about the cargyand fair value

of these financial instruments. Foreign time defsasie measured at cost plus accrued interesthvelpiproximates fair value, and are accordinglysifeesi as Level
securities.

A threelevel valuation hierarchy exists for disclosurefaf value measurements based upon the transpacénoputs to the valuation of an asset or liapils of th
measurement date. The three levels are defineullaws$:

« Level 1 -inputs to the valuation methodology are quotedgwrizinadjusted) for identical assets or liabilitreactive market

Level 2 -inputs to the valuation methodology include qugteides for similar assets and liabilities in actimarkets, and inputs that are observable for the
or liability, either directly or indirectly, for dastantially the full term of the financial instrunte

« Level 3 -inputs to the valuation methodology are unobserrabl significant to the fair value measuren
An asset or liability's categorization within thalwation hierarchy is based upon the lowest lef/@iut that is significant to the fair value mee=ment.

There are three types of valuation approaches:ragnapproach, which uses observable prices argt oghevant information that is generated by matkaisaction
involving identical or comparable assets or lidlgi; an income approach, which uses valuatiomigales to convert future amounts to a single, disted present vali
amount; and a cost approach, which is based oantteaint that currently would be required to repléeeservice capacity of an asset.

The following is a description of the valuation imedologies used for assets and liabilities measairégir value on a recurring basis, as well asgibreeral classificatic
of such assets and liabilities pursuant to theataa hierarchy.

Cash equivalents

Cash equivalents include cash investments in momaket funds and time deposits. Cash investmentsoney market funds are valued under the marketoapt
through the use of quoted market prices in an actiarket, which is the net asset value of the uyidgrfunds, and are classified within level 1 bétvaluation hierarchy.

Available-for-sale investments

Available-forsale investments include amounts seeded intoaéfdi investment products, investments in affiliaBds, and investments in other debt securitiesc
money investments are investments held in Invesanaged funds with the purpose of providing capiathe funds during their development periods. Seedey i

valued under the market approach through the ugeated market prices available in an active maaketis classified within level 1 of the valuatioierarchy; there is r
modeling
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or additional information needed to arrive at the falues of these investments. CLO assets atedadbased on price quotations provided by an inttg# thirdparty
pricing source, in which case they are classifiedeael 2, or using an income approach throughuse of certain observable and unobservable inpuis. to currer
liquidity constraints within the market for CLO mhacts that require the use of unobservable inpghtse investments are classified within level 3t&f valuatiol
hierarchy. Other debt securities are valued usiogsa valuation technique due to the lack of atdélaash flow and market data and are accordirigly @assified withi
Level 3 of the valuation hierarchy.

Assets held for policyholders

Assets held for policyholders represent investméetd by one of the comparsysubsidiaries, which is an insurance entity thas wstablished to facilitate retirerr
savings plans in the U.K. The assets held for pbbtders are accounted for at fair value pursua®3C Topic 944, “Financial Services — Insuran@tl are comprist
primarily of affiliated unitized funds. The assat® measured at fair value under the market approased on the quoted prices of the underlyingsuncn active mark
and are classified within level 1 of the valuatiderarchy. The policyholder payables are indexetthéovalue of the assets held for policyholders.

Put option contracts

In the second quarter of 2012, the company purchme put option contracts to hedge economically foreggrrency risk on the translation of a portion af ioun:
sterlingdenominated earnings into U.S. dollars. The ecandmdge is predominantly triggered upon the impda significant decline in the pound sterling/Udsllai
foreign exchange rate, which could arise from ae®rEuro exit or other major European economic eei@pen put option contracts are markedaorket throug
earnings, which are recorded in the company's diolased statement of income in other gains andelms$hese derivative contracts are valued usingrop@luatior
models and are included in other current assetsercompany's consolidated balance sheet. Théisan inputs in these models (volatility, forwapwints and swe
curves) are readily available in public marketsam be derived from observable market transacfamsubstantially the full terms of the contractelare classified with
level 2 of the valuation hierarchy. The cost to ¢benpany of these contracts was $2.5 milltheir inception date, which represents the caryipanaximum exposure
loss from the contracts over the d#®nth cumulative contract period, and contract migtuanges from September 25, 2012 to June 253200hese were the or
contracts entered into during the period to hedgmemically foreign currency risk. The company giaed a loss of $2.5 million in the year end#tember 31, 20:
( December 31, 2011 : none ) related to the changearket value of these put option contracts.

Trading investments

Trading investments include investments held toghegconomically against costs the company incucdimection with certain deferred compensation planwhict
the company participates, as well as trading awnesiting activities in equity and debt securitieteeed into in its capacity as sponsor of UITs.

¢ Investments related to deferred compensation

Investments related to deferred compensation pa@srimarily invested in affiliated funds that dreld to hedge economically current and wonrent deferre
compensation liabilities. Investments related tteded compensation plans are valued under theehapproach through the use of quoted prices iactime marke
and are classified within level 1 of the valuatfaararchy.

¢ Unit Investment Trust ("UIT“Jelated equity and debt securi

At December 31, 2012 , Ulfelated equity and debt securities consisted ofstments in corporate stock, UITs, and U.S. statepolitical subdivision securitie
Each is discussed more fully below.

« Corporate stoc

The company temporarily holds investments in cafostock for purposes of creating a UIT. Corposébeks are valued under the market approach thrase
of quoted prices on an exchange. To the extenetiesurities are actively traded, valuation adjesiisiare not applied and they are categorized wiével 1 o
the valuation hierarchy; otherwise, they are categd in level 2.

»  Corporate bon¢

The company temporarily holds investments in cafeobonds for purposed of creating a UIT. Corpobateds are valued using recently executed tramms
prices, market price quotations (where observabla)d spreads, or credit
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default swap spreads. The spread data used ibdosame maturities as the underlying bonds. Ifspread data does not reference the issuers, thartha
references comparable issuers is used. When olbdemace quotations are not available, fair vakidetermined based on cash flow models with yoeidres
bond or single name credit default spreads, anovesy rates based on collateral value as key ingpending on the nature of the inputs, thesestnvents at
categorized as level 1, 2, or 3.

« UlTs

The company may hold units of its sponsored UlTpeatodend for sale in the primary market or secondaryketatEquity UITs are valued under the ma
approach through use of quoted prices on an exehdtiged income UITs are valued using recently etegt transaction prices, market price quotatiorisefe
observable), bond spreads, or credit default svpapasls. The spread data used is for the same trestuas the underlying bonds. If the spread datss dm
reference the issuers, then data that referencaparable issuers is used. When observable priceatis are not available, fair value is determibeded o
cash flow models with yield curves, bond or singene credit default spreads, and recovery ratesibas collateral value as key inputs. Dependinghematur
of the inputs, these investments are categorizéevat1, 2, or 3.

e Municipal securitie

Municipal securities are valued using recently eked transaction prices, market price quotationsef@ observable), bond spreads, or credit defavdf
spreads. The spread data used is for the sameitieatas the underlying bonds. If the spread da@sdot reference the issuers, then data thaterefe
comparable issuers is used. When observable puotatipns are not available, fair value is detesditased on cash flow models with yield curvesdbo
single name credit default spreads, and recovensraased on collateral value as key inputs. Depgnoh the nature of the inputs, these investmard
categorized as level 1, 2, or 3.

UIT-related financial instruments sold, not yet pureldasnd derivative instruments

The company uses U.S. Treasury futures, whichyaestof derivative financial instruments, to hedgenomically fixed income UIT inventory and sedestin order t
mitigate market risk. Open futures contracts arekedto-market daily through earnings, which ameorded in the company’consolidated statement of income in ¢
revenue, along with the mark-toarket on the underlying trading securities helair Falues of derivative contracts in an assettizsare included in other current as
in the company’s consolidated balance sheet. Fédireg of derivative contracts in a liability positiare included in other liabilities in the compangonsolidated balan
sheet. These derivative contracts are valued uthgemarket approach through use of quoted pricesiactive market and are classified within levelf the valuatio
hierarchy. At December 31, 2012 there were 10 &stwontracts with a notional value of $1.4 milliobecember 31, 2011 : Hpen futures contracts with a notional vi
of $1.3 million). Additionally, to hedge economically the markiskrassociated with equity and debt securities Eis temporarily held as trading investments,
company will hold short corporate stock, exchatrgeed fund, or U.S. treasury security positioniseSe transactions are recorded as financial insmtsrsold, not y
purchased and are included in other current ligsliin the compang’ consolidated balance sheet. To the extent tlezseises are actively traded, valuation adjustrs
are not applied and they are categorized withiell&wf the valuation hierarchy; otherwise, they eategorized in level 2.

Note payable

The note payable represents a payable associatednvescos acquired ownership interest in two consolidatal estate funds. As the underlying investmentbé
funds are carried at fair value (and are disclaetevel 3 assets in the fair value hierarchy taitkided in Note 20 , “Consolidated Investmentd@icis”), managemel
elected the fair value option for the note payablerder to offset the fair value movements recegdifrom the funds and has recorded the note payabh level
liability. The fair value of the note payable is aseared by reference to the value of the companyfgeship interest in the equity of the funds, as th the contractu
amount payable at the reporting date. The valudbeffunds' equity is driven by the value of the enfying investments of the funds, as these investsnmake up tt
majority of the funds' equity. See Note 20Consolidated Investment Products”, for additlanéormation regarding the valuation of the unglery investments of tt
funds.
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The following table presents, for each of the higmg levels described above, the carrying valuthefcompany's assets and liabilities, includingamagcurity type fc
equity and debt securities, which are measurediatélue on the face of the statement of finanggaition as of December 31, 2012 :

As of December 31, 2012
Quoted Prices in Active

Markets for Identical Significant Other Significant Unobservable
Fair Value Assets Observable Inputs Inputs
$ in millions Measurements (Level 1) (Level 2) (Level 3)

Current assets:
Cash equivalents:
Money market funds 292.2 292.2 — —
Investments:*
Available-for-sale:

Seed money 113.¢ 113.¢ — —
Trading investments:
Investments related to deferred compensation plans 213t 213t — —
Other equity securities 0.2 0.3 — —
UIT-related equity and debt securities:
Corporate stock 1t 15 — —
UITs 1€ 1€ — —
Municipal securities 1.8 — 1.€ —
Assets held for policyholders 1,153.¢ 1,153.¢ — —
Total current assets 1,777.¢ 1,776.: 1. —

Non-current assets:
Investments — available-for-sale*:

CLOs 24 — — 24
Other debt securities 6.3 — — 6.2
Total assets at fair value 1,786.¢ 1,776.. 1.€ 8.7
Current liabilities:
Policyholder payables (1,153.9 (1,153.¢) — —
UlT-related financial instruments sold, not yetghased:
Corporate equities 1.5 1.5 — —
Note payable (3.9 — — (3.9
Total liabilities at fair value (1,158.9 (1,155.) — (3.9

*  Current foreign time deposits of $31.3 milliomdaother current investments of $0.5 million areleded from this table. Other namxrent equity and oth
investments of $228.2 million and $9.9 millipmespectively, are also excluded from this tablese investments are not measured at fair valuecdordance wi
applicable accounting standards.
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The following table presents, for each of the higmg levels described above, the carrying valuthefcompany's assets and liabilities that are medsat fair value ¢
of December 31, 2011 :

As of December 31, 2011
Quoted Prices in Active

Markets for Identical Significant Other
Fair Value Assets Observable Inputs Significant Unobservable
$ in millions Measurements (Level 1) (Level 2) Inputs (Level 3)

Current assets:
Cash equivalents:
Money market funds 257.7 257.7 — —
Investments:*
Available-for-sale:

Seed money 63.5 63.t — —
Trading investments:
Investments related to deferred compensation plans 184.¢ 184.¢ — —
UIT-related equity and debt securities:
Corporate stock 11 1.1 — —
UITs 0.¢ 0.¢ — —
Municipal securities 1.1 — 11 —
Assets held for policyholders 1,243t 1,243t — —
Total assets at fair value 1,752.; 1,751.. 11 —
Current liabilities:
Policyholder payables (1,243.9) (1,243.9) — —
UlT-related financial instruments sold, not yetghased:
Corporate equities 1.0 1.0 — —
Non-current liabilities:
Note payable (16.¢) — — (16.¢)
Total liabilities at fair value (1,261.9 (1,244.9 = (16.)

*

Current foreign time deposits of $32.2 milliomdaother current investments of $0.5 million areleded from this table. Other nawrent equity and oth
investments of $193.1 million and $7.7 millipmespectively, are also excluded from this tableese investments are not measured at fair valugcdordance wi
applicable accounting standards.
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The following table shows a reconciliation of thegimning and ending fair value measurements foell8vassets and liabilities during the year enddegember 3:
2012 and December 31, 2011 , which are valued ssgrgficant unobservable inputs:

For the year ended December 31, 2012 For the year ended December 31, 2011
Other Debt

$ in millions CLOs Securities Note Payable CLOs Note Payable
Beginning balance — — (16.9) 0.2 (18.9)
Purchases — 1.7 — — —
Returns of capital 0.2 — — — 0.5) — —
Settlements — — 8.t — 2.8
Deconsolidation of consolidated investment products 2.5 — — — —
Net unrealized gains and losses included in easting — — 3.7 — —
Net unrealized gains and losses included in accatedilother
comprehensive income/(loss)* 0.1 — — — —
Foreign exchange gains/(losses) — — 1.2 — ©.9
Reclassification = 4.€ — = —
Ending balance 24 6.2 (3.9 — (16.9)

* Included in other gains and losses, net in tioasdlidated Statement of Income for the year efdlecember 31, 2012 are $3.7 millionnet unrealized gains (ye
ended December 31, 2011 : none ) attributablegamtite payable still held at December 31, 2002 the net unrealized gains and losses includextcumulated oth
comprehensive income (loss) for the year ended bee31, 2012 , $0.1 million in gains (year endext&nber 31, 2011 : noneis attributed to the change
unrealized gains and losses related to assethaitllat December 31, 2012 .

Quantitative Information about Level 3 Fair Valueadéurements

The following table shows significant unobservablguts used in the fair value measurement of 18vadsets and liabilities:

Fair Value at
Assets and December 31, 2012
Liabilities * ($ in millions) Valuation Technique Unobservable Inputs Range
CLOs 2.4 Discounted Cash Flow- Eur Probability of Default 3% - 5%
Spread over Euribor 2975 - 3050
Discounted Cash Flow- US| Probability of Default 1% - 3%
Spread over Libor 1350 - 1400

*

Other debt securities of $6.3 million are natlirded in the table above as they are valued wsicwst valuation technique. The note payable of #8llion is also nc
included in the table above as its value is linkedhe underlying value of consolidated funds. Bii#ms are more fully discussed in the "Availalbe-sale
investments" and "Note payable" disclosures above.

For CLO Notes, a change in the assumption usedpfigads is generally accompanied by a directiorsathylar change in default rate. Significant ineesiin any ¢
these inputs in isolation would result in a sigrafit lower fair value measurements. A directiorafpposite impact would apply for significant de@esin these inputs.
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4. INVESTMENTS

The disclosures below include details of the comgjsamvestments. Investments held by consolidate@stment products are detailed in Note,2@Consolidate
Investment Products.”

Current Investments

As of
December 31, December 31,
$ in millions 2012 2011
Available-for-sale investments:
Seed money 113.¢ 63.5
Trading investments:
Investments related to deferred compensatiorsplan 213 184.¢
UlT-related equity and debt securities 4.9 3.1
Other equity securities 0.3 —
Foreign time deposits Bile 32.2
Other 0.t 0.t
Total current investments 363.¢ 283.5
Non-current Investments
As of
December 31, December 31,
$ in millions 2012 2011
Available-for-sale investments:
CLOs 2.4 —
Other debt securities 6.2 —
Equity method investments 228.2 193.1
Other 9.9 7.7
Total non-current investments 246.¢ 200.¢

The portion of trading gains and losses for the yealed December 31, 2012 , that relates to tragkugrities still held at December 31, 2012 , w&i&2 millionne!
gain ( December 31, 2011 : a $3.3 million net loss)

Realized gains and losses recognized in the inctatement during the year from investments clasb#is available-for-sale are as follows:

2012 2011 2010
Gross Gross Gross Gross Gross Gross
Proceeds Realized Realized Proceeds Realized Realized Proceeds Realized Realized
$ in millions from Sales Gains Losses from Sales Gains Losses from Sales Gains Losses
Current available-for-sale investments 50.2 5.3 (0.6) 59.: 8.8 1.2 64.5 9.8 2.3
Non-current available-for-sale investments 0.3 — — 0.¢ 0.€ — 0.2 — —

Upon the sale of available-for-sale securities,reatized gains of $4.7 million , $8.2 million af8.6 millionwere transferred from accumulated other comprekie
income into the Consolidated Statements of Incomind 2012 , 2011 , and 201@espectively. The specific identification methedised to determine the realized gai
loss on securities sold or otherwise disposed.
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Gross unrealized holding gains and losses recogimizether accumulated comprehensive income froail@we-for-sale investments are presented ingbkethelow:

December 31, 2012 December 31, 2011
Gross Unrealized Gross Unrealized Gross Unrealized Gross Unrealized
$ in millions Cost Holding Gains Holding Losses Fair Value Cost Holding Gains Holding Losses Fair Value
Current:

Seed money 105.t 8.4 (0.5) 113.¢ 65.7 2.2 (4.9 63.5
Current available-for-sale investments 105.t 8.4 (0.5 113.¢ 65.7 2.2 (4.4 63.5
Non-current:

CLOs 24 — — 2.4 — — — —
Other debt securities 6.3 — — 6.3 — — — —
Non-current available-for-sale investments: 8.7 = = 8.7 — — — —

114.z 8.4 (0.5) 122.1 65.7 2.2 (4.9) 63.5

Available-for-sale debt securities as of Decemtiegr2B12 by maturity, are set out below:

Available-for-Sale

$ in millions (Fair Value)
Less than one year —
One to five years 1.7
Five to ten years 7.C
Greater than ten years —
Total available-for-sale 8.7
The following table provides the breakdown of aaklé-for-sale investments with unrealized lossd3eatember 31, 2012 :
Less Than 12 Months 12 Months or Greater Total
Gross Unrealized Gross Unrealized Gross Unrealized
$ in millions Fair Value Losses Fair Value Losses Fair Value Losses
Seed money (52 funds) 0.2 — 11.5 (0.5 11.7 (0.5
The following table provides the breakdown of aahlé-for-sale investments with unrealized lossd3estember 31, 2011 :
Less Than 12 Months 12 Months or Greater Total
Gross Unrealized Gross Unrealized Gross Unrealized
$ in millions Fair Value Losses Fair Value Losses Fair Value Losses
Seed money (64 funds) 37.t (4.9) — — 37.t (4.9)

The company has reviewed investment securitiestfegr-than-temporary impairment (OTTI) in accordamgth its accounting policy and has recogni$€d8 millior
of other-than-temporary impairment charges on ab#etfor-sale investments during the year endeceBer 31, 2012 (year ended December 31, 2011 :r§illion ).

The gross unrealized losses of seed money invesgraeiDecember 31, 2012ere primarily caused by declines in the markeugaf the underlying securities in
seeded funds and foreign exchange movements. édtetucting a review of the financial condition arehrterm prospects of the underlying securities instheded func
as well as the severity and duration of the impairtnthe company does not consider any materiglopoof its gross unrealized losses on these sigsitd be other-than-
temporarily impaired. The securities are expeatedtover their value over time and the companyti@sntent and ability to hold the securities Lifitis recovery occurs.
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During the years ended December 31, 2012 and 2fiikte were no charges to other comprehensive iadoom other-than-temporary impairment relatedda-credit
related factors.

The company owns 100% of the voting control ofsitbsidiary entities, directly or indirectly, withe exception of the following entities, which amnsolidated wit
resulting noncontrolling interests:

Country of
Name of Company Incorporation % Voting Interest Owned
India Asset Recovery Management Limited India 80.1%
VV Immobilien Verwaltungs und Beteiligungs GmbH Germany 70.(%
VV Immobilien Verwaltungs GmbH Germany 70.(%
HVH Immobilien und Beteiligungs GmbH Germany 70.(%

Following are the company's investments in joinituees and affiliates, which are accounted for gishe equity method and are recorded asawrent investments 1
the Consolidated Balance Sheets:

Country of
Name of Company Incorporation % Voting Interest Owned
Invesco Great Wall Fund Management Company Limited China 49.(%
Huaneng Invesco WLR Investment Consulting Companyited China 50.(%
Pocztylion - ARKA Polanc 29.%%

Undistributed earnings from equity method investeage not been a material restriction on the cowyipaability to pay dividends to shareholders. Bguitethoc
investments also include the company's investmientertain of its sponsored private equity, regh&sand other investment entities. The compamyesiment i
generally less than 5%f the capital of these entities. These entitieduihe variable interest entities for which the camp has determined that it is not the prin
beneficiary and other investment products strudia® partnerships for which the company is the gémartner and the other limited partners posséber substanti\
kick-out, liquidation or participation rights. SBkete 20 , “Consolidated Investment Products,” fddidonal information.

5. PROPERTY AND EQUIPMENT

The following is a summary of property and equiptnen

$ in millions December 31, 2012 December 31, 2011
Technology and Other Equipment 253.( 267.2
Software 316.C 284.(
Land and Buildings 70.¢ 65.7
Leasehold Improvements 185.¢ 176.€
Work in Process 47.4 44.2
Property and Equipment, Gross 873.1 837.7
Less: Accumulated Depreciati (523.) (524.9
Property and Equipment, Net 349.¢ 312.¢

Depreciation expense related to property and ecerpiwas $65.4 million , $60.3 million and $46.4 Irait for the years ended December 31, 2012 , 2012910,
respectively.
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6. INTANGIBLE ASSETS

The following table presents the major classes@efcompany's intangible assets at December 312, &8d 2011 :

$ in millions

December 31, 2012

Management contracts - indefinite-lived
Management contracts - finite-lived
Customer relationships

Distribution agreements

Other

Total

December 31, 2011

Management contracts - indefinite-lived
Management contracts - finite-lived
Customer relationships

Distribution agreements

Trademarks / Trade names

Other

Total

Table of Contents

Weighted Average
Accumulated Amortization Period
Gross Book Value Amortization Net Book Value (years)

1,204.: N/A 1,204.: N/A
181.C (135.7) 45.¢ 8.7
40.C (8.€) 31.4 12.0
17.C (11.0 6.0 4.0
0.8 (0.5) 0.3 10.0
1,442.¢ (155.9) 1,287." 9.0
1,206.¢ N/A 1,206.¢ N/A
185. (117.0 68.C 8.7
40.C (5.3 34.7 12.0
17.C (6.7) 10.2 4.0
13.2 (10.9) 3.0 2.0
0.8 (0.9 04 10.0
1,462." (139.%) 1,322.¢ 8.5

Where evidence exists that the underlying arrangésrteave a high likelihood of continued renewdltdé or no cost to the company, the intangibleeiss assigned
indefinite life. Indefinite-lived intangible assgtsmarily relate to management contracts andedlaights to manage the assets acquired during geguisitions. Th01zZ
and 2011 annual impairment reviews of indefinitedl intangible assets determined that no impairreeisted at the respective review dates.

Amortization expense was $29.6 million during theay ended December 31, 2012 ( December 31, 20M4R.2 $million ) and is included within General &
Administrative expenses in the Consolidated Statesnef Income. Estimated amortization expense &heof the five succeeding fiscal years based tpercompany

intangible assets at December 31, 2012 is as fellow

Years Ended December 31,

$ in millions
2013
2014
2015
2016
2017

7. GOODWILL

The table below details changes in the goodwilhbed:

$ in millions

January 1, 2012

Business combinations
Foreign exchange and other
December 31, 2012

January 1, 2011
Business combinations
Foreign exchange and other

December 31, 2011

101

19.C
13.€
11.2
11.2
11.2

Gross Book Accumulated
Value Impairment Net Book Value
6,924t (16.€) 6,907.¢
17.: — 17.:
123.C — 123.C
7,064.¢ (16.6) 7,048.
6,996.¢ (16.6) 6,980.:
30.5 — 30.5
(102.9) — (102.9)
6,924} (16.6) 6,907..¢
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The 2012 earn-outs related to the 2006 acquisitdW¥.L. Ross & Co. and Invesco PowerShares reptdke final earreut payments related to these acquisitions
resulted in an addition to goodwill of $17.3 miti¢ 2011 earn-out goodwill addition: $30.5 millipn

The 2012 and 2014nnual impairment reviews determined that no intpaitt existed at the respective review dates. Nwimtimpairment tests were deemed nece:
during 2011 or 2012 .

8. OTHER CURRENT LIABILITIES

The table below details the components of otherectidiabilities:

$ in millions 2012 2011
Accruals and other liabilities 115.2 168.€
Compensation and benefits 74.¢ 64.2
Accrued bonus and deferred compensation 346.¢ 336.(
Accounts payable 287.¢ 272.¢
Other current liabilities 824.1 841t
9. DEBT

The disclosures below include details of the comgfsatlebt. Debt of consolidated investment prodisctietailed in Note 20 , “Consolidated InvestmemntdRcts.”

December 31, 2012 December 31, 2011

$ in millions Carrying Value Fair Value Carrying Value Fair Value
Unsecured Senior Notes*:

5.625% - due April 17, 2012 — — 215.1 217.2
5.375% - due February 27, 2013 — — 333.t 343.¢
5.375% - due December 15, 2014 — — 197.1 207.¢
3.125% - due November 30, 2022 599.t 618.< — —
Floating rate credit facility expiring June 3, 2016 586.t 586.t 539.( 539.(
Total debt 1,186.( 1,204.¢ 1,284.° 1,307.t
Less: current maturities of total debt — — (215.7) (217.9)
Long-term debt 1,186.( 1,204.¢ 1,069.¢ 1,090.:

*  The company's Senior Note indentures contain cer@strictions on mergers or consolidations. Beytirebse items, there are no other restrictive cavsna the
indentures.

The fair market value of the company's Senior Netas determined by market quotes provided by Blangbwhich is considered a Level 2 valuation inpatthe
absence of an active market, the company relies tippaverage price quoted by brokers for detengithe fair market value of the debt.

Analysis of Borrowings by Maturity:

$ in millions December 31, 2012

2016 586.5
2022 599.t
Total debt 1,186.(

In November 2012, the company issued an initiafegate principal amount of $600.0 million 3.125¥¢nior Notes which will mature in November 2022e finoceec
of the issuance were primarily used to retire tB8385 million 5.375% 2013 Senior Notes and the L 9illion 5.375% 2014 Senior Notes. The issuex K)0%ewnec
finance subsidiary of the Parent, and the Parestflilly and unconditionally guaranteed the seaesitiAs discussed in Note 1, "Accounting PolicigSash and ca:
equivalents," certain of our subsidiaries are neglito maintain minimum levels of capital. These ather similar provisions of applicable law mawéahe effect ¢
limiting withdrawals of capital, repayment of intempany loans and payment of dividends by suchiesti
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On June 3, 2011 the company amended and restatedséecured $1.25 billiocredit agreement to, among other matters, proddea term of five years. The amen
and restated facility is now scheduled to expirdane 3, 2016 .

At December 31, 2012 , the outstanding balancehenctedit facility was $586.5 million and the wetigh average interest rate on the credit facilitys ad37%.
Borrowings under the credit facility will bear imést at (i) LIBOR for specified interest periods (0f a floating base rate (based upon the higloég) the Bank ¢
America prime rate, (b) the Federal Funds rate pl88% and (c) LIBOR for an interest period of anenth plus 1.00%, plus, in either case, an applicable me
determined with reference to the company's credibgs and specified credit default spreads. Basedredit ratings as of December 31, 2@f2he company and su
credit default spreads, the applicable margin i®@QR-based loans was 1.10% and for base rate lwag$).10% In addition, the company is required to pay #eders
facility fee on the aggregate commitments of thelégs (whether or not used) at a rate per annurahwisibased on the company's credit ratings. Basextedit ratings ¢
of December 31, 2012 , the annual facility fee e@sal to 0.15% .

The credit agreement governing the credit faciligntains customary restrictive covenants on thepamy and its subsidiaries. Restrictive covenantthé credi
agreement include, but are not limited to: prolobis on creating, incurring or assuming any liersering into certain restrictive merger arrangesieselling, leasini
transferring or otherwise disposing of assets; naka material change in the nature of the businesdking material amendments to organic documengking ¢
significant accounting policy change in certaimuations; entering into transactions with affiliathtany of these restrictions are subject to cenaiimimum thresholds ai
exceptions. Financial covenants under the credéeagent include: (i) the quarterly maintenance débt/EBITDA leverage ratio, as defined in the dradreement, of n
greater than 3.25 : 1.00 through June 30, 2014 nangreater than 3.00 : 1.@tereafter, (ii) a coverage ratio (EBITDA, as definn the credit agreement/interest pay
for the four consecutive fiscal quarters ended teefloe date of determination) of not less than 4000 .

The credit agreement governing the credit facidityo contains customary provisions regarding evehuefault which could result in an accelerationircrease i
amounts due, including (subject to certain matityisthresholds and grace periods) payment deftailyre to comply with covenants, material inacayraf representatic
or warranty, bankruptcy or insolvency proceedingsange of control, certain judgments, ERISA maftersssedefault to other debt agreements, governmentabr
prohibiting or restricting the company or its suliaiies in a manner that has a material adverssetefind failure of certain guaranty obligationseTdompany is i
compliance with all regulatory minimum net capi@djuirements.

The lenders (and their respective affiliates) mayenprovided, and may in the future provide, investt banking, cash management, underwriting, lendiammercic
banking, leasing, foreign exchange, trust or o#tttisory services to the company and its subseliaand affiliates. These parties may have receamdmay in the futu
receive, customary compensation for these services.

The company maintains approximately $35.5 milliariétters of credit from a variety of banks. Thedes of credit are generally one-year automatieahewabl
facilities and are maintained for various commen@asons. Approximately $13.8 million of the lestef credit support office lease obligations.

10. SHARE CAPITAL

Movements in the number of common shares and conghare equivalents issued are represented inllelialow:

Year ended December 31, Year ended December 31, Year ended December 31,
In millions 2012 2011 2010
Common shares issued - beginning balance 490.4 490.£ 459.F
Issue of new shares — — 30.€
Common shares issued - ending balance 490.£ 490.£ 490.4
Less: Treasury shares for which dividend and votiglts do not apply (49.0 (44.9 (30.9)
Common shares outstanding 441. 446.( 460.1

During the year ended December 31, 2012 , the coynmgpurchased 11.1 million shares (three montdeeémecember 31, 2012: 3.0 millishares) in the market &
cost of $265.0 million (three months ended Decer3er2012 : $75.0 million cost) (year ended Decen3ie 2011 : 18.8 million shares, at a cost of $834illion ).
Separately, an aggregate of 2.1 million shares w&tteheld on vesting events during the year endedeinber 31, 201® meet employees' withholding tax obligati
( December 31, 2011 : 3.1 million ). The fair vahfethese shares withheld at the respective wittihgldates was $48.9 million ( December 31, 20$Z6.6 million).
Approximately $467 million remained authorized unttee company's share repurchase plan at Decerib2032 ( December 31, 2011 : $731.9 million ).
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Total treasury shares at December 31, 2012 wer2 Bfillion ( December 31, 2011 : 54.0 million ), lmding 10.2 million unvested restricted stock awe
( December 31, 2011 : 9.6 million ) for which digittl and voting rights apply. The market price ahown shares at the end of 2012 was $26Ti total market valt

of the company's 59.2 million treasury shares wiaS $illion at December 31, 2012 .

Movements in Treasury Shares comprise:

Year ended December 31,

Year ended December 31,

Year ended December 31,

In millions 2012 2011

Beginning balance 54.C 427 40.2

Acquisition of common shares 13.2 21.¢ 11.2

Distribution of common shares (6.9 (9.6 (7.0

Common shares distributed to meet option exercises .7 0.9 1.9

Ending balance 59.2 54. 42.5
11. OTHER COMPREHENSIVE INCOME/(LOSS)

The components of accumulated other comprehensoarie/(loss) at December 31 were as follows:

$ in millions 2012 2011 2010
Net unrealized gains/(losses) on available-for-salestments 7.9 (2.2 10.1
Tax on unrealized gains/(losses) on available-fbe-mvestments (1.9 (0.6) (2.9)
Accumulated other comprehensive income/(loss) aftggnethod investments 2.1 4.3 2.9
Cumulative foreign currency translation adjustments 598.¢ 452.% 524.¢
Tax on cumulative foreign currency translation atfjuents 31 25 2.0
Employee benefit plan liability adjustments (102.¢) (98.29) (55.9)
Tax on employee benefit plan liability adjustments 23.2 234 14.1
Total accumulated other comprehensive income, frtetxo 530.t 373.: 495.:

Total other comprehensive income/(loss) detailgaesented below for the years ended December 31.

$ in millions 2012 2011 2010

Net income 587.2 622.( 636.¢
Unrealized holding gains and losses on availahleséde investments* 14.C (12.2) 11.5
Tax on unrealized holding gains and losses on avieHfor-sale investments (2.0 1.7 (2.7)
Comprehensive income of equity method investments 6.4 (7.2) 2.¢
Reclassification adjustments for net (gains) asdds on available-for-sale investments includetetrincome 3.9 (0.7 (1.6
Tax on reclassification adjustments for gains @s$®n available-for-sale investments includedenimcome (0.2 0.1 1.¢
Foreign currency translation adjustments** 145.C (48.¢) 77.2
Tax on foreign currency translation adjustments 0.€ 0.t —
Adjustments to employee benefit plan liability (4.9 (42.9) 18.7
Tax on adjustments to employee benefit plan ligbili 0.2) 9.2 (6.2
Total comprehensive income 743.€ 522.¢ 738.€

*  The company adopted guidance now encompassed inTABIC 810 on January 1, 2010, resulting in thesotidation of certain CLOs. Upon adoption, accurted
other comprehensive income was reduced by $5.2omillas accumulated net unrealized gains at Janua2@1Q relating to the company's investments inade

CLOs were reclassified into retained earnings upeir consolidation.

*%

Included in this amount are net losses of $tfllion for the year ended December 31, 20&Rated to foreign currency translation adjustmeattsibutable t

consolidated investment products (year ended DeeeB1ih 2011 : net gains of $23.1 million ; Decenti&r2010 : net losses of $5.3 millipnOf this amount, gro
losses of $6.3 milliorare reclassified from accumulated other comprefenisicome into retained earnings appropriated fieestors in consolidated investm

products (year ended December 31, 2011 : gain8.@frillion ; December 31, 2010 : losses of $5.8ioni ).
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12. SHARE-BASED COMPENSATION

The company recognized total expenses of $136 omil $115.1 million and $117.8 million related équity-settled share-based payment transactiog1i2 ,2011
and 2010, respectively. The total income tax bienedognized in the Consolidated Statements afrime for share-based compensation arrangements39zk i&illionfor
2012 (2011 : $32.5 million ; 2010 : $35.0 millipn

Cash received from exercise of share options gianteler share-based compensation arrangements283 Willion in 2012 ( 2011 : $12.4 million ; 201(619.¢
million ). The total tax benefit realized from skamptions exercises was $5.4 million in 2012 ( 20$3.5 million ; 2010 : $4.1 million ).

Share Awards

Share awards are broadly classified into two categotime-vested and performaneested. Share awards are measured at fair valtleeadate of grant and
expensed, based on the company's estimate of ghatesill eventually vest, on a straight-line @calerated basis over the vesting period.

Time-vested awards vest ratably over or cliff-vasthe end of a period of continued employee senkerformance-vested awards cliffst at the end of or vest rate
over a defined vesting period of continued emplogervice upon the company's attainment of certeifopmance criteria. Time-vested and performavested sha
awards are granted in the form of restricted shar@rds (RSAs) or restricted share units (RSUsYoReancevested awards are tied to the achievement of speddvel:
of adjusted diluted earnings per share and adjuspedating margin. In the event that either targéteancial measure is achieved at or above angstireshold for
particular performance measurement period, theqrodf the performanceested award subject to targeted financial measwilbsest proportionately between 0% ¢
100% based upon the higher achieved level fonybat.

With respect to timerested awards, dividends accrue directly to theleyee holder of RSAs, and cash payments in liediwfiends are made to employee holde!
certain RSUs. With respect to performanvested awards, dividends and cash payments imfidividends are deferred and are paid at the sateeas on our shares if ¢
to the extent the award vests.

Movements on share awards priced in U.S. dollaglatailed below:

Year ended December 31, 2012 Year ended December 31, 2011 Year ended December 31, 2010
Weighted Weighted
Average Grant Average Grant

Time- Performance- Date Fair Time- Performance- Date Fair Weighted Average Grant

Vested Vested Value ($) Vested Vested Value ($) Time-Vested Date Fair Value ($)
Millions of shares, except fair values
Unvested at the beginning of period  17.Z — 20.3¢ 17.4 — 17.2¢ 11.€ 15.2¢
Granted during the period 5.E 0.3 24.8¢ 5.¢ — 26.3¢ 10.€ 19.11
Forfeited during the period (0.9 — 21.4¢ 0.9 — 19.6¢ 0.9 19.3¢
Vested and distributed during the
period (5.9 — 18.9¢ (5.6) — 18.6¢ (4.5 16.0¢
Unvested at the end of the period 16. 0.3 22.3¢ 17.c — 20.3¢ 17. 17.2¢

105




Table of Contents

On December 4, 2007, in connection with the reddenaf the company from the U.K. to Bermuda, thenpanys primary share listing moved from the London S
Exchange to the New York Stock Exchange. Movementshare awards priced in Pounds Sterling, whicke\aevarded prior to the move of the comparnyfimary shai
listing to the New York Stock Exchange, are dethibelow:

2012 2011 2010
Weighted Average Grant
Time- Date Fair Value (£ Time- Time-
Millions of shares, except fair values Vested Performance-Vested Sterling) Vested Performance-Vested Vested Performance-Vested
Unvested at the beginning of year 0.6 — 11.2¢ 8.2 0.1 5.4 2.0
Granted during the year — — — — — — —
Forfeited during the year — — — (0.3 — (0.3 (2.9
Vested and distributed during the year 0.9 — 9.6€ (2.6 (0.3 (2.0 (0.5)
Unvested at the end of the year 0.3 = 12.9( 0.6 = 3.3 0.1

All share awards outstanding at December 31, 20i8,a weighted average remaining contractuablifé.41years. The total fair value of shares that vestaihd
2012 was $151.6 million ( 2011 : $207.8 millionQ1® : $125.3 millior). The weighted average fair value at the daterafitgof the historical Pound Sterling vested
distributed share awards was £9.66 ( 2011 : £11&%10 : £10.0). The weighted average fair value at the dateraftgof the U.S. dollar vested and distributed &
awards was $ 18.96 .

At December 31, 2012 , there was $258.4 milliohotdil unrecognized compensation cost related tevested share awards; that cost is expected tocbgmized ove
a weighted average period of 3.11 years.

Share Options

The company has not granted share option awardse £005. All share options awards, therefore, vgeamted prior to the December 4, 2007, redomicibenf the
United Kingdom to Bermuda and relisting from thendon Stock Exchange (where the predecessor conspamifhary shares traded in Pounds Sterling) td\éne York
Stock Exchange (where the company's common shawdsrade in U.S. Dollars). The company maintaisstyto historical share option plans which have outstayg
share options: The 2000 Share Option Plan and the3NExecutive Share Option Scheme. All remainingstanding share option awards were fully vested \@are
expensed by the company over the applicable vepenigds (the latest of which ended prior to Decengi, 2008). At the time of their grants, the eiss prices of tr
share options were denominated in the companydngacurrency, which was the Pound Sterling. Thengany did not change the accounting for share optat th
redomicile/relisting date, because the share optiware not modified at that date. The exerciseeprignains in Pounds Sterling and was not changeéd o Dollars
Therefore, upon exercise of the share optionsPthend Sterling exercise price will be converte ibtS. Dollars using the spot foreign exchange irateffect on th
exercise date. Upon the exercise of share optthescompany either issues new shares or can usitiaees held in treasury (see Note 10 , “Sharet&gptio satisfy th
exercise.

The share option plans provided for a grant pripgakto the quoted market price of the companyseshon the date of grant. If the options remaiexarcised after
period of 10 years from the date of grant, the options exgttethermore, options are forfeited if the emplojesves the company before the options vest. Alloog
outstanding at December 31, 2012 were exercisatilehad a range of exercise prices from £6.39 85£9and weighted average remaining contractteabli 1.98years
The total intrinsic value of options exercised dgrithe years ended December 31 , 2012 , 2011 2ahd , was $19.6 million , $9.2 million , and $8nillion ,
respectively. At December 31, 2012 , the aggreputmsic value of options outstanding and opti@xercisable was $37.4 millianThe market price of the compar
common stock at December 31, 2012 was $26.09 (Dleee31, 2011 : $20.09 ).

Changes in outstanding share option awards aralaw/:

2012 2011 2010
Weighted Average Weighted Average Weighted Average
Exercise Price Exercise Price Exercise Price

Millions of shares, except prices Options (£ Sterling) Options (£ Sterling) Options (£ Sterling)
Outstanding at the beginning of year 4.5 7.8F 10.7 13.8¢ 16.2 14.9¢
Forfeited during the year 0.2 14.8( (5.9 19.7( 3.9 21.9(
Exercised during the year @7 8.0¢ 0.9 8.3¢ (1.9 6.7C
Outstanding at the end of the year 2.€ 7.31 4.t 7.8t 10.7 13.8¢
Exercisable at the end of the year 2.6 7.31 4.5 7.8t 10.7 13.8¢
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Employee Stock Purchase Plan (ESPP)

During 2012, the company established a nonqualifiedadbased ESPP for all eligible employees. Employeeg poachase shares of our common stock genere
annual intervals at 85% of fair market value. Engplo ESPP contributions may not exceed $6,000 ferireg period. Upon the exercise of share optiting,compan
either issues new shares or can utilize sharesihatéasury (see Note 10'Share Capital") to satisfy the exercise. Forybar ended December 31, 2012, the com
recognized $0.3 million in compensation expensateel to the employee stock purchase plan.

13. RETIREMENT BENEFIT PLANS

Defined Contribution Plans

The company operates defined contribution retirdgrbenefit plans for all qualifying employees. Thesets of the plans are held separately from thbdea@ompany i
funds under the control of trustees. When emplojesage the plans prior to vesting fully in the aimitions, the contributions payable by the compare/reduced by tl
amount of forfeited contributions.

The total amounts charged to the Consolidated @tits of Income for the year ended December 312 2@ $54.2 million ( December 31, 2011 : $53.2liom ,
2010 : $47.0 million ) represent contributions paidhayable to these plans by the company at smtesified in the rules of the plans. As of Decen8#r2012, accrue
contributions of $20.5 million ( December 31, 20120.0 million ) for the current year will be pawthe plans.

Defined Benefit Plans

The company maintains legacy defined benefit penglans for qualifying employees of its subsidiarie the U.K., Ireland, Germany and Taiwan. Allidetl benefi
plans are closed to new participants. The comp&oyraaintains a postretirement medical plan inUt., which was closed to new participants in 20052006, the pls
was amended to eliminate benefits for all partistpavho will not meet retirement eligibility by 280The assets of all defined benefit schemes ddeilnseparate trustee-
administered funds. Under the plans, the emplogeegenerally entitled to retirement benefits baseéinal salary at retirement.

The most recent actuarial valuations of plan asssdsthe present value of the defined benefit abitlgp were valued as of December 31, 20TRe benefit obligatio
related current service cost and prior service wesé measured using the projected unit credit atkth

Benefit Obligations and Funded Status

The amounts included in the Consolidated Balan@eSharising from the company's obligations and plssets in respect of its defined benefit retirgnpéans is ¢
follows:

Retirement Plans Medical Plan

$ in millions 2012 2011 2012 2011
Benefit obligation (426.7) (383.9 (53.9) (48.))
Fair value of plan assets 338.¢ 288.< 9.1 8.2
Funded status (87.9) (95.0 (44.1) (39.9
Amounts recognized in the Consolidated Balance tShee

Non-current assets 3.1 2.C — —
Current liabilities — — 2.9) (2.2
Non-current liabilities (90.9 (97.0 (41.7) (37.7)
Funded status (87.9) (95.0 (44.9) (399
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Changes in the benefit obligations were as follows:

Retirement Plans Medical Plan

$ in millions 2012 2011 2012 2011

January 1 383.% 336.1 48.1 52.4
Service cost 4.5 4.4 0.3 0.5
Interest cost 19.€ 19.1 2.1 2.3
Contributions from plan participants — — 0.t 0.5
Actuarial (gains)/losses 15.C 41.¢ 4.4 (5.2
Exchange difference 19.€ 4.7 — —
Benefits paid (15.9) (24.0 (2.2 (2.4)
December 31 426.7 383.c 53.2 48.1

Key assumptions used in plan valuations are detaitow. Appropriate local mortality tables arecalssed. The postretirement benefit obligationsertfthe anticipate
annual receipt of the 28% subsidy on retiree pieson drug claims between $325 and $6,6f@® 2013 (and adjusted annually in the futurepassult of the Medica

Prescription Drug Improvement and Modernization 6£2003. The weighted average assumptions usddteymine defined benefit obligations at Decemider 3012,
and 2011 are:

Retirement Plans Medical Plan

2012 2011 2012 2011
Discount rate 4.61% 4.92% 3.7<% 4.3%%
Expected rate of salary increases 3.0% 3.3%% 2.5(% 3.0(%
Future pension/medical cost trend rate increases 2.7% 3.22% 5.00%7.60% 5.00%8.00%

Changes in the fair value of plan assets in theeatiperiod were as follows:
Retirement Plans Medical Plan

$ in millions 2012 2011 2012 2011
January 1 288.2 286.( 8.2 8.1
Actual return on plan assets 35.t 9.5 1.C 0.2
Exchange difference 16.2 (0.6) — —
Contributions from the company 13.C 6.6 — —
Contributions from plan participants — — 0.2 0.2
Benefits paid (14.3) (12.¢) 0.3 0.3
Settlement and other 0.2 (0.4) — —
December 31 338.¢ 288.2 9.1 8.2

The components of the amount recognized in accuetuzther comprehensive income at December 312 28@d 2011 are as follows:

Retirement Plans Medical Plan
$ in millions 2012 2011 2012 2011
Prior service cost/(credit) — — 9.9 (21.9
Net actuarial loss/(gain) 100.¢ 102.2 11.€ 7.9
Total 100.¢ 102.2 1.7 (4.0

The amounts in accumulated other comprehensiveriacexpected to be amortized into net periodic berebt during the year ending December 31, 20E3&
follows:

$ in millions

Retirement Plans Medical Plan
Prior service cost/(credit) — (2.0
Net actuarial loss/(gain) 2.1 0.3
Total 2.1 (1.7)
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The total accumulated benefit obligation and failue of plan assets for plans with accumulated fitenigligations in excess of plan assets and tlogepted benet
obligation and fair value of plan assets for pengitans with projected benefit obligations in exxetplan assets are as follows:

Retirement Plans

$ in millions 2012 2011
Plans with accumulated benefit obligation in exaegslan assets:
Accumulated benefit obligation 416.€ 371.¢
Fair value of plan assets 325.1 274.¢
Plans with projected benefit obligation in excefplan assets:
Projected benefit obligation 416.€ 371.¢
Fair value of plan assets 325.1 274.¢
Net Periodic Benefit Cost
The components of net periodic benefit cost ineespf these defined benefit plans are as follows:
Retirement Plans Medical Plan
$ in millions 2012 2011 2010 2012 2011 2010
Service cost (4.5) (4.9 4.2 (0.3 (0.5) (0.€)
Interest cost (29.6) (29.7) (18.2) (2.9 2.3 2.7
Expected return on plan assets 17.4 17.€ 14.¢ 0.t 0.t 0.4
Amortization of prior service cost/(credit) — — 3.0 2.C 2.C 2.C
Amortization of net actuarial gain/(loss) 2.2 2.2 — 0.2 0.3 2.7
Settlement — — 0.€ — — —
Net periodic benefit cost (8.9 (7.9) (9.9 (0.) (0.6) (3.6)
The weighted average assumptions used to detemeingeriodic benefit cost for the years ended Déegril , 2012 , 2011, and 2010 are:
Retirement Plans
2012 2011 2010
Discount rate 4.92% 5.65% 5.6%
Expected return on plan assets 5.7% 5.84% 6.2(%
Expected rate of salary increases 3.3%% 3.6(% 3.62%
Future pension rate increases 3.22% 3.4% 3.5(%
Medical Plan
2012 2011 2010

Discount rate 4.3%% 5.2(% 5.8(%
Expected return on plan assets 7.0(% 7.0(% 7.0(%

3.0(% 3.0(% 4.5(%

Expected rate of salary increases
Future medical cost trend rate increases

5.00%38.00%

5.00%38.00%

5.00%38.00%

In developing the expected rate of return, the cmgconsiders longerm compound annualized returns based on hist@aichcurrent market data. Using this refert
information, the company develops forward-lookiegurn expectations for each asset category andected longerm rate of return for a targeted portfolio. Digni

rate assumptions were based upon AA-rated corpboatds of suitable terms and currencies.

The assumed health care cost rates are as follows:

Health care cost trend rate assumed for next year
Rate to which cost trend rate gradually declines
Year the rate reaches level it is assumed to rethaneafter
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A one percent change in the assumed rate of ineieasealthcare costs would have the following @ffe

$ in millions
Effect on aggregate service and interest costs
Effect on defined benefit obligation

Plan Assets

The analysis of the plan assets as of Decembe2(3P, was as follows:

$ in millions

Cash and cash equivalents

Fund investments

Equity securities

Government debt securities

Other assets

Guaranteed investments contracts

Total

The analysis of the plan assets as of Decembe2(31, was as follows:

$ in millions

Cash and cash equivalents

Fund investments

Equity securities

Government debt securities

Other assets

Guaranteed investments contracts

Total

Increase Decrease
0.2 0.9
6. (5.9)

Retirement Plans % of Plan Assets Medical Plan % of Plan Assets

7.2 2.1% 0.2 2.2%

164.¢ 48.€% 8.¢ 97.&%

92.4 27.% — —%

58.% 17.2% — —%

1.2 0.4% — —%

14.¢ 4.4% — —%

338.¢ 100.(% 9.1 100.(%
Retirement Plans % of Plan Assets Medical Plan % of Plan Assets

1.8 0.7% 0.2 2.0%

126.1 43.1% 8.C 97.€%

107.t 37.2% — —%

38.1 13.2% — —%

0.8 0.2% — —%

13.¢ 4.£% — —%

288.% 100.(% 8.2 100.(%

Plan assets are not held in company stock. Thesiment policies and strategies for plan assetsthettbfined benefit plans include:

¢ Funding 4o have sufficient assets available to pay memibengfits

¢ Security 40 maintain the minimum Funding Requirem

«  Stability -to have due regard to the employer's ability intmgecontribution payments given their size anddeace
Fund investments are primarily held in equity améd income strategies.

The following table presents the carrying valuehsf plan assets, including major security typeefguity and debt securities, which are measurediatvvélue as

December 31, 2012 :

As of December 31, 2012

~

Quoted Prices in Active

Significant Other

Fair Value Markets for Identical Observable Inputs (Level Significant Unobservable
$ in millions Measurements Assets (Level 1) 2 Inputs (Level 3)
Cash and cash equivalents 0.2 0.2 — —
Fund investments 173.¢ 173.¢ — —
Equity securities 92.4 92.4 — —
Government debt securities 58.2 15.c 43.C —
Other assets 1.3 1.3 — —
Guaranteed investments contracts 14.¢ — — 14.¢
Total 340.¢ 283.( 43.C 14.¢
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The following table presents the carrying valuehsf plan assets, including major security typeefguity and debt securities, which are measurediawvélue as
December 31, 2011 :

~

As of December 31, 2011

Quoted Prices in Active Significant Other

Fair Value Markets for Identical Observable Inputs (Level Significant Unobservable
$ in millions Measurements Assets (Level 1) 2) Inputs (Level 3)
Cash and cash equivalents 0.2 0.2 — —
Fund investments 134.] 134.] — —
Equity securities 107.t 107.t — —
Government debt securities 38.1 12.1 26.C —
Other assets 0.8 0.8 — —
Guaranteed investment contracts 13.¢ — — 13.¢€
Total 294.¢ 254 26.C 13.€

The following is a description of the valuation medologies used for each major category of plartassieasured at fair value. Information about thkiatior
hierarchy levels used to measure fair value isiléetén Note 3 , “Fair Value of Assets and Liahég.”

Cash and cash equivalents

Cash equivalents include cash investments in momaket funds and time deposits. Cash investmentsaney market funds are valued under the marketoapt
through the use of quoted market prices in an actiarket, which is the net asset value of the uyidgrfunds, and are classified within level 1 bétvaluation hierarch
Cash investments in time deposits of $7.2 milli@idhat December 31, 2012 ( December 31, 2011 8%r@llion ) are not included in the table above, as theynai
measured at fair value on a recurring basis. Tiepodits are valued at cost plus accrued interdésthvapproximates fair value.

Fund investments
These plan assets are primarily invested in afiitlfunds and are classified within level 1 of viaduation hierarchy. They are valued at the nettasalue of shares he
by the plan at year end.

Equity securities, corporate debt securities and other investments
These plan assets are classified within level thefvaluation hierarchy and are valued at the tpprice reported on the active market on whichibévidual securitie
are traded.

Government debt securities

Government debt securities that have a readilylavai market price are classified within level 1tloé valuation hierarchy. These securities araediiat the closir
price reported on the active market on which tlvidual securities are traded. Government debairsées that include indekrked bonds are classified within level z
the valuation hierarchy. Prices for these bondsal®ulated using the relevant index ratio.

Guaranteed investment contracts
These plan assets are classified within level Bi@fvaluation hierarchy and are valued throughafismobservable inputs by discounting the relateshdlows based
current yields of similar instruments with compdeaflurations considering the credit-worthinesshefissuer.

The following table shows a reconciliation of tregimning and ending fair value measurement forlI8wassets, which is comprised solely of the guaedhinvestme
contracts, using significant unobservable inputs:

Year ended December 31,

$ in millions Year ended December 31, 2012 2011

Balance, beginning of year 13.¢ 14.2
Unrealized gains/(losses) relating to the instrunséh held at the reporting date 1.2 0.8
Purchases, sales, issuances and settlements (net) 0.3 1.9
Balance, end of year 14.¢ 13.¢
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Quantitative Information about Level 3 Fair Value Measurements

The following table shows significant unobservablguts used in the fair value measurement of 18vedsets and liabilities:

Fair Value at December Valuation
Assets 31, 2012 ($ in millions) Technique Unobservable Inputs Range
Guaranteed investment contract 14.¢  Discounted casl Discount rate 4.7%
flow

Mortality assumption ~ Standard UK mortality tables with a long-term rate
improvement of 1.25%

For the guaranteed investment contracts, significemeases in the discount rate in isolation woeklilt in significantly lower fair value measurertse

Cash Flows
The estimated amounts of contributions expectdgbtpaid to the plans during 2013 are $15.9 miltaretirement plans and $2.3 million for the mediiplan.
There are no future annual benefits of plan padicts covered by insurance contracts issued bgritmoyer or related parties.

The benefits expected to be paid in each of théfivexfiscal years and in the five fiscal yearsriafter are as follows:

$ in millions Retirement Plans Medical Plan
Expected benefit payments:

2013 8.1 2.5
2014 8.€ 2.7
2015 10.1 2.8
2016 10.C 2.8
2017 10.€ 2.8
Thereafter in the succeeding five years 54.¢ 14.¢

14 . OPERATING LEASES

The company leases office space in the majorifysdbcations of business under ncaAcelable operating leases. These leases and toewmis expire on varying da
through 2023.

As of December 31, 2012 , the company's total &iaammitments by year under non-cancelable operiases are as follows:

$ in millions Total Buildings Other

2013 68.5 64.1 4.4
2014 66.¢ 62.7 4.2
2015 67.€ 64.C 3.6
2016 61.7 59.¢ 1.8
2017 48.5 46.7 1.8
Thereafter 258.: 257.¢ 0.9
Gross lease commitments 571.t 554.¢ 16.7
Less: future minimum payments expected to be redeimder non-cancelable subleases 41.€ 41.€ —
Net lease commitments 529.¢ 513. 16.7

As discussed in Note 1, “Accounting Policies - 8#g Deposit Assets and Receivables and Secumydsit Payablesthe company is party to master lease agreel
with various property owners and is party to subdeagreements with tenants in its capacity as asmeager of property portfolios. The company'sreitommitments 1
the property owners is equal to and offset by tharé minimum payments expected to be received tlmrtenants; therefore, these amounts are natdedlin the tab
above.
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The company recognized $67.4 million , $64.2 milioand $60.1 million in operating lease expensethé Consolidated Statements of Income in 201@112nc
2010, respectively. These expenses are net oft $iillion , $11.4 million and $11.4 million of siézdse income in 2012 , 2011 and 2010 , respectively.

15. OTHER GAINS AND LOSSES, NET

The components of other gains and losses, net, are:

$ in millions 2012 2011 2010
Other gains:

Gain on sale of investments 5.3 94 9.9
Unrealized gain on trading investments, net 19.7 — 14.2
Gain on sale of CLO management contracts 8.3 —

Net foreign exchange gains 0.3 — —
Settlement of litigatiof” — 45.C —
Other realized gains 4.1 = =
Total other gains 37.7 54.4 24.1
Other losses:

Loss on debt extinguishment (23.5) — —
Other-than-temporary impairment of available-folesavestments (0.8 (2.0 (7.0
Unrealized loss on trading investments, net — (2.6) —
Net foreign exchange losses — (0.6) (0.2
Other realized losses (5.9 1.2 1.3
Total other losses (29.9 (5.9 (8.5)
Other gains and losses, net 8.3 49.0 15.€

(1) Included within other gains and losses in ykear ended December 31, 2011 is a credit of $45l®mrelated to the settlement of litigation arisingnfraghe 200
departure of certain investment professionalsdorapetitor.

16 . TAXATION

The company's (provision) for income taxes is sunzed as follows:

$ in millions 2012 2011 2010
Current:
Federal (113.¢ (94.9 (44.¢
State (16.9) (15.9) (9.9
Foreign (114.¢ (108.%) (122.%)
(244.5) (218.5) (A77.9)
Deferred:
Federal (30.9) (54.)) (20.2)
State 9.4 (1.2 2.0
Foreign (6.9 (12.9 (11.5)
(27.7) (67.€) (19.7)
Total income tax (provision)/benefit (272.%) (286.1) (197.0
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The net deferred tax recognized in our balancetsttd@ecember 31 , 2012 and 2011 respectively dedithe following:

$ in millions

Deferred tax assets:

Deferred compensation arrangements
Accrued rent expenses

Tax loss carryforwards

Postretirement medical, pension and other benefits
Investment basis differences

Accrued bonus

Other

Total deferred tax assets

Valuation allowance

Deferred tax assets, net of valuation allowance
Deferred tax liabilities:

Deferred sales commissions

Goodwill and intangibles

Undistributed earnings of subsidiaries
Revaluation reserve

Other

Total deferred tax liabilities

Net deferred tax assets/(liabilities)
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2012 2011
69.£ 75.1
234 19.¢

137.F 140.¢
41.€ 40.
11.2 22.¢

6.7 6.5
14. 14.1
304.¢ 320.4
(137.9) (140.9)
167. 179.F
(23.9) (14.9)
(397.9) (381.9)
4.3 (3.5)
(5.9 (5.0
(9.4) (20.5)
(440.9) (424.9)
(273.0) (245.9)

A reconciliation between the statutory rate andeffiective tax rate on income from operations fa years ended December 31, 2012, 2011 and 2@E)follows:

Statutory Rate

Foreign jurisdiction statutory income tax rates

State taxes, net of federal tax effect

Change in valuation allowance for unrecognizeddases
Other

(Gains)/losses attributable to noncontrolling iatts

Effective tax rate per Consolidated Statementsicdine

2012 2011 2010
35.0% 35.C% 35.0%
(9.2% (10.0% (9.7)%

1.5% 1.5% 1.2%
0.7% 1.5% 2.3%
0.7% 0.2% 0.8 %
3.0% 3.2% (6.1)%
31.7% 31E% 23.6%

The company's subsidiaries operate in severaldguiisdictions around the world, each with its ostatutory income tax rate. As a result, the bldraleerage statuto
tax rate will vary from year to year depending be mix of the profits and losses of the companytsliaries. The majority of our profits are earirethe U.S., the U.K
and Canada. The current U.K. statutory tax raga#% , the Canadian statutory tax rate is 26.5%tlamd).S. Federal statutory tax rate is 35% .

On June 20, 2012, the Ontario government succégsfifoduced and passed Bill 114, which repealeel énacted general corporate income tax rate lieds
scheduled to take effect in 2012 and 2013. As alttedbe Canadian federal and provincial statutasyrate increased to 26.5% (from 26.2p% June, 2012. UK Finan
Act 2012 proposed to reduce the U.K. statutory caafe tax rate to 24% effective April 1, 2012 arddaxffective April 1, 2013. The Act received Royal Asson Jul
17, 2012, and therefore was enacted for U.S. GA&Mgses during the third quarter. Neither the Ootaate increase nor the UK rate reductions hadaterial impact o

our effective tax rate when enacted. The 2012 Bidget proposes to further reduce the rate to 288ining April 1, 2014.
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The division of income/(losses) before taxes betwdeS. and foreign for the years ended Decembe2@12 , 2011 and 2010 is as follows:

$ in millions (except percentages) 2012 2011 2010

uU.s. 485.t 486.4 173.¢
Consolidated Investment Products - U.S. 59.7 93.C 97.2
Total U.S. income before income taxes 545.2 579.4 271.C
Foreign 474t 509.1 479.C
Consolidated Investment Products - Foreign (160.2) (180.9 83.t
Total Foreign income before income taxes 314.: 328.7 562.¢
Income before income taxes 859.t 908.1 833.¢

At December 31, 2012 the company had tax loss ftawgards accumulated in certain taxing jurisdictian the aggregate of $430.8 million ( 2011 : $828illion ),
approximately $23.8 million of which will expire tveeen 2013 and 2017, $96.4 million of which willpine after 2017, with the remaining $310.6 millibaving a
indefinite life. A full valuation allowance has beeecorded against the deferred tax assets refatdtse losses based on a history of losses & tfaing jurisdictior
which make it unlikely that the deferred tax assetkbe realized.

As a multinational corporation, the company operatevarious locations around the world and we geeesubstantially all of our earnings from oursidiaries. Unde
ASC 74030 deferred tax liabilities are recognized for &tkat would be payable on the unremitted earnafgdhe company's subsidiaries, consolidated invest
products, and joint ventures, except where it isimiention to continue to indefinitely reinvesethndistributed earnings. Our Canadian and U.Ssidialnies continue to |
directly owned by Invesco Holding Company LimitedJ.K. company, which is directly owned by Inveddd. Our Canadian unremitted earnings, for which ave
indefinitely reinvested, are estimated to be $1.92fillion at December 31, 2012 , compared with B27million at December 31, 2011if distributed as a dividen
Canadian withholding tax of 5.0%0ould be due. Dividends from our investment in th&. should not give rise to additional tax as wereot subject to withholding t
between the U.S. and U.K. Deferred tax liabiliieghe amount of $4.3 million ( 2011 : $3.5 milliprfor additional tax have been recognized for uriteah earnings ¢
certain subsidiaries that have regularly remitahimgs and are expected to continue to remit egsnin the foreseeable future. The U.K. dividenednegtion should app
to the remainder of our U.K. subsidiary investmemtgere is no additional tax on dividends from th&. to Bermuda.

The company and its subsidiaries file annual incdesereturns in the U.S. federal jurisdiction, wais U.S. state and local jurisdictions, and in maug foreig
jurisdictions. A number of years may elapse beforeincertain tax position, for which the company harecognized tax benefits, is finally resolved.tfie extent that tl
company has favorable tax settlements, or detesntimat accrued amounts are no longer needed daidafuse in the applicable statute of limitationsotirer change
circumstances, such liabilities, as well as thatesl interest and penalty, would be reversed adution of income tax expense (net of federakféects, if applicable) i
the period such determination is made. At Janua®012 , the company had approximately $19.5 milibgross unrecognized income tax benefits (UTB$)th@® total
$14.5 million(net of tax benefits in other jurisdictions and fhderal benefit of state taxes) represents theuatnaf unrecognized tax benefits that, if recogdjagoulc
favorably affect the effective tax rate in futureripds. A reconciliation of the change in the UTdamce from January 1, 2010 , to December 31, 2@1as follows:
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Gross Unrecognized Income
$ in millions

Tax Benefits
Balance at January 1, 2010 39.C
Additions for tax positions related to the currgear —
Additions for tax positions related to prior years 1.8
Other reductions for tax positions related to pyiears (0.5)
Reductions for statute closings (13.2)
Balance at December 31, 2010 27.1
Additions for tax positions related to the currgeér —
Additions for tax positions related to prior years 14
Other reductions for tax positions related to pyiears (5.2
Reductions for statute closings 3.9
Balance at December 31, 2011 19.5
Additions for tax positions related to the currgear —
Additions for tax positions related to prior years 4.3
Other reductions for tax positions related to pyiears 1.2
Reductions for statute closings =
Balance at December 31, 2012 22.€

The company recognizes accrued interest and pes\adts appropriate, related to unrecognized tagfitems a component of the income tax provisiarD&cember 3:
2012 , the total amount of gross unrecognized &mefits was $22.6 million . Of this total, $17.91on (net of tax benefits in other jurisdictions and tederal benefit
state taxes) represents the amount of unrecogtazelenefits that, if recognized, would favorabffeet the effective tax rate in future periods. T®ensolidated Balan
Sheet includes accrued interest and penalties .@f idédlion at December 31, 2012 , reflecting $0.Bion of settlement for accrued interest and penaltie®0ib2 (yee
ended December 31, 2011 : $5.7 million accruedésteand penalties, $0.3 million tax accrued, yerted December 31, 2010: $5.6 millaccrued interest and penalt
$7.7 million tax benefit realized). As a result of the antiogghategislative changes and potential settlements taixing authorities, it is reasonably possiblat tthe
company's gross unrecognized tax benefits balargealmange within the next twelve months by a rasfgeero to $10.0 million The company and its subsidiaries
periodically examined by various taxing authoritiééith few exceptions, the company is no longerjetttto income tax examinations by the primary aahorities fo
years prior to 2003. Management monitors changdsaxrstatutes and regulations and the issuancadii@l decisions to determine the potential imp@ctincertai

income tax positions. As of December 31, 20h2anagement had identified no other potential sgibsnt events that could have a significant impacdhe unrecognizt
tax benefits balance.

17 . EARNINGS PER SHARE

Basic earnings per share is calculated by dividiagincome attributable to common shareholdershieywieighted average number of shares outstandiriggdtine
period, excluding treasury shares. The weightedageenumber of shares outstanding during the petfieal includes participating securities such asested timebase:
restricted stock awards and restricted stock uthas pay dividend equivalents. Diluted earnings geare is computed using the treasury stock metivbabh require
computing share equivalents and dividing net incattgbutable to common shareholders by the totaghted average number of shares and share equivaletstandin
during the period.
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The calculation of earnings per share is as follows

Net Income
Attributable to

Common Weighted Average Per Share
$ in millions, except per share data Shareholders Number of Shares Amount
For the year ended December 31, 2012
Basic earnings per share $677.: 452.¢ $1.5(
Dilutive effect of share-based awards — 1t —
Diluted earnings per share $677.: 453.¢ $1.4¢
For the year ended December 31, 2011
Basic earnings per share $729.7 462.¢ $1.5¢
Dilutive effect of share-based awards — 1.8 —
Diluted earnings per share $729.7 464.7 $1.57
For the year ended December 31, 2010
Basic earnings per share $465.7 460.< $1.01
Dilutive effect of share-based awards — 2.8 —
Diluted earnings per share $465.7 463.2 $1.01

See Note 12 , “Share-Based Compensation,” for arsamn of share awards outstanding under the compamgrebased payment programs. These programs
result in the issuance of common shares that waffidtt the measurement of basic and diluted easneg share.

No share options were excluded from the computatdfodiluted earnings per share during the year éridlecember 31, 2012because the option exercise price
greater than the average market price of the conshares and therefore their inclusion would hawventanti-dilutive ( December 31, 2011 : 0.1 millisimare options ai
weighted average exercise price of £18.11 ; DeceB®he2010 : 5.7 million share options at a weighdgerage exercise price of £19.47 ).

There were no time-vested share awards that weladsd from the computation of diluted earnings gfeare during the years ended December 31 , 22Q21, anc
2010 due to their inclusion being anti-dilutive.€Flé were 0.2 milliorcontingently issuable shares excluded from thetetiliearnings per share computation during
ended December 31, 2012 ( December 31, 2011 : nbreember 31, 2010 : nojebecause the necessary performance conditioriedahares to be issuable had no
been satisfied at the end of the respective period.

18 . GEOGRAPHIC INFORMATION

The company operates under one business segmeestritent management. Geographical informationesepted below. There are no revenues or liveg- assel
attributed to the company's country of domicilerrBeda.

Continental

$ in millions u.s. U.K./Ireland Canada Europe Asia Total
For the year ended December 31, 2012

Revenue from external customers 2,190.: 1,492.: 346.¢ 43.C 105.c 4,177.(
Inter-company revenue (6.5) (144.0 (13.2) 78.% 85.4 —
Total operating revenues 2,183.° 1,348.. 333.2 121.: 190.5 4,177.(
Long-lived assets 228.7 83.€ 9.4 7.1 20.¢ 349.¢
For the year ended December 31, 2011

Revenue from external customers 2,090.: 1,473.. 372.% 38.¢ 117.¢ 4,092.:
Inter-company revenue (8.1 (152.¢) (14.7) 76.1 98.: —
Total operating revenues 2,082.: 1,320.: 358.2 115.k 216.1 4,092.:
Long-lived assets 196.% 81.t 7.¢ 4.¢ 21.¢ 312.¢
For the year ended December 31, 2010

Revenue from external customers 1,680.¢ 1,305.¢ 370.5 44 86.1 3,487.
Inter-company revenue 9.8 (131.9) (10.3) 56.% 75.% —
Total operating revenues 1,690.¢ 1,174 360.¢ 100.¢€ 161.¢ 3,487."
Long-lived assets 169.c 79.€ 7.€ 2.8 13.1 272.¢

Operating revenues reflect the geographical redimms which services are provided.
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19. COMMITMENTS AND CONTINGENCIES
Commitments and contingencies may arise in thenarglicourse of business.
Off Balance Sheet Commitments

The company has transactions with various privgtétg, real estate and other investment entitiesspred by the company for the investment of classtets in tt
normal course of business. Many of the companyssiment products are structured as limited pastips. The company's investment may take the fdrtheogener:
partner or a limited partner, and the entitiessirectured such that each partner makes capitainionents that are to be drawn down over the lif¢hef partnership .
investment opportunities are identified. Separatélg company entered into a share purchase agnéemeSeptember 27, 2012 to acquire 49.0% of Religesse
Management Limited, a company incorporated in Indide purchase is subject to regulatory appro&alDecember 31, 2012 the company's undrawn capital
purchase commitments were $209.3 million ( Decer8tie2011 : $161.2 million ).

During 2007, Invesco elected to enter into contimgripport agreements for two of its investmerdgtgio enable them to sustain a stable pricingtstre. Theséwo
trusts are unregistered trusts that invest in fixebme securities and are available only to lichitgpes of investors. The agreements were amerodedténd the ter
through June 30, 2013; further extensions arelik&s of December 31, 2012 , the total committedpsut under these agreements was $21.0 milkdh an interne
approval mechanism to increase the maximum possiigeort to $66.0 million at the option of the canp. The estimated value of these agreemeree¢mber 3:
2012 , was $1.0 million ( December 31, 2011 : $hilion ), which was recorded in other current liabilities the Consolidated Balance Sheet. The estimatiee v
these agreements is lower than the maximum sugpoount, reflecting managementestimation that the likelihood of funding undke tsupport agreements is I
Significant investor redemptions out of the truséfore the scheduled maturity of the underlyinguséies or significant credit default issues of gezurities held withi
the trusts’ portfolios could change the compangstimation of likelihood of funding. No paymerishbeen made under either agreement nor has Inkesced any los
from the support agreements through the date sfReport. These trusts were not consolidated bedhescompany was not deemed to be the primanyfib&meg.

A subsidiary of the company has received assessmelated to various prior taxation periods for @@and services tax on revenue to which managefeentebate
had been applied in those periods. The assessmelated interest, and penalty amounts are appwiriy$20.8 million Management believes Canada Revenue Age
claims are unfounded and that these assessmentsléely to stand, and accordingly no provisiors leen recorded in the Condensed Consolidated dtal@tatements.

The Parent and various company subsidiaries hatezeehinto agreements with financial institutionggtiarantee certain obligations of other compaibgisiiaries. Th
company would be required to perform under thesganiees in the event of certain defaults. The emyas not had prior claims or losses pursuatitese contrac
and expects the risk of loss to be remote.

Legal Contingencies

In July 2010, various closeshd funds formerly advised by Van Kampen InvestsmientMorgan Stanley Investment Management includebde acquired business |
complaints filed against them in New York State @mommencing derivative lawsuits purportedly brisuign behalf of the common shareholders of thosel$uThi
funds are nominal defendants in these derivatiwsulits and the defendants also include Van Kampeestments (acquired by Invesco on June 1, 2016)gah Stanle
Investment Management and certain officers anddessof the funds who are or were employees ofetfiiosis. Invesco has certain obligations under applicable
acquisition agreement regarding the defense costsaay damages associated with this litigation. plaintiffs allege breaches of fiduciary duties owsy the norfund
defendants to the funds’ common shareholders retatéhe fundstedemption in prior periods of Auction Rate PrederSecurities (ARPS) theretofore issued by thedi
The complaints are similar to other complaintsdfilggainst investment advisers, officers and trast#feclosedend funds in other fund complexes which issued
redeemed ARPS. The complaints allege that the edvislistributors and certain officers and trustgfethose funds breached their fiduciary duty byeeming ARPS
their liquidation value when there was no obligatio do so and when the value of ARPS in the seamgnaiarketplace were significantly below their ldption value. Th
complaints also allege that the ARPS redemption® ypeincipally motivated by the fund sponsoirsterests to preserve distribution relationshiptghviarokers and oth
financial intermediaries who held ARPS after haviegurchased them from their own clients. The camps do not specify alleged damages. Certain dthmets include
in the acquired business have received demanddetbegpressing similar allegations. Such demanctrkettould be precursors to additional similar latgsbeing
commenced against those other funds. The Boardsustees of the funds established special comrsittéendependent trustees to conduct an inquirgndigg th
allegations set forth in the complaints and demattdrs. Those evaluations have been completedtrenBoards of Trustees of the funds acceptedetenmmendation
their special litigation committees to (i) rejelsetdemands contained in the demand letters anm ek dismissal of the related lawsuits. Motimndismiss were filed ¢
October 4, 2011
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and are pending.

Invesco believes the cases and other claims idemhti#foove should be dismissed or otherwise withteate, although there can be no assurance ofehatt. Invesc
intends to defend vigorously any cases which mayige beyond initial motions to dismiss. The compaannot predict with certainty, however, the euahbutcome ¢
such cases and other claims, nor whether theyhaile a material negative impact on the company.riitere and progression of litigation can makefftadilt to predic!
the impact a particular lawsuit will have on thengany. There are many reasons that the companytearake these assessments, including, among otimersr more ¢
the following: the proceeding is in its early stagthe damages sought are unspecified, unsuppertabéxplained or uncertain; the claimant is sapkatief other tha
compensatory damages; the matter presents nowldiegms or other meaningful legal uncertaint@iscovery has not started or is not complete; thegesignificant fac
in dispute; and there are other parties who maseshaany ultimate liability.

The company is from time to time involved in littgm relating to other claims arising in the ordin@ourse of its business. Management is of th@iopithat th
ultimate resolution of such claims will not matdlsiaffect the company’s business, financial pasitiresults of operation or liquidity. In managemempinion, adequa
accrual has been made as of December 31, @0pfovide for any such losses that may arise froatters for which the company could reasonablyregt an amour
Furthermore, in management’s opinion, it is notsiae to estimate a range of reasonably possiBelwith respect to other litigation contingencies

The investment management industry also is sulbjeektensive levels of ongoing regulatory oversighd examination. In the United States and othesdictions ir
which the company operates, governmental authsniigularly make inquiries, hold investigations addinister market conduct examinations with resgecomplianc
with applicable laws and regulations. Additionalisaiits or regulatory enforcement actions arisingaihese inquiries may in the future be filed iagathe company ai
related entities and individuals in the U.S. arttkofurisdictions in which the company and itsl&ffes operate. Any material loss of investor andlient confidence as
result of such inquiries and/or litigation couldsué in a significant decline in assets under manaant, which would have an adverse effect on tmepemys future
financial results and its ability to grow its busas.

20. CONSOLIDATED INVESTMENT PRODUCTS

The company's risk with respect to each investniertonsolidated investment products is limited t® equity ownership and any uncollected managerfesrd
Therefore, the gains or losses of consolidatedsimvent products do not have a significant impadhencompany's results of operations, liquiditcapital resources. T
company has no right to the benefits from, nor dibdsear the risks associated with, these investsndreyond the company's minimal direct investmémtsanc
management fees generated from, the investmenugdf the company were to liquidate, these itmesits would not be available to the general coeslibf the
company, and as a result, the company does notdesriavestments held by consolidated investmeatipets to be company assets. Additionally, theatedbl assets
consolidated collateralized loan obligations (CL@ held solely to satisfy the obligations of @l€0s, and the investors in the consolidated CLO® I recourse to t
general credit of the company for the notes issqyethe CLOs.

Collateralized Loan Obligations

A significant portion of consolidated investmenbgucts are CLOs. CLOs are investment vehicles edefatr the sole purpose of issuing collateralizehlinstrumen
that offer investors the opportunity for returnattivary with the risk level of their investment. eThotes issued by the CLOs are backed by divedsi@dlateral ass
portfolios consisting primarily of loans or strurgd debt. For managing the collateral for the Clrfities, the company earns investment managemeat fecluding i
some cases subordinated management fees, as wahtsgent incentive fees. The company has indestecertain of the entities, generally taking atjpm of the
unrated, junior subordinated position. The compmanwestments in CLOs are generally subordinateather interests in the entities and entitle thegany and oth:
subordinated tranche investors to receive the wasichsh flows, if any, from the entities. The camys subordinated interest can take the form pébordinated note
(2) income notes or (3) preference/preferred shdres company has determined that, although thiefjuranches have certain characteristics of eqtiitgy should k
accounted for and disclosed as debt on the conp&uyisolidated Balance Sheet, as the subordinattéheome notes have a stated maturity indicatidgte for whic!
they are mandatorily redeemable. The preferencestzae also classified as debt, as redempticgisned only upon liquidation or termination of O and not of th
company. The financial information of the consdi@hCLOs is included in the company's consolidéitezhcial statements on a one-month lag.

Prior to the adoption of guidance now encompasseddSC Topic 810 (discussed in Note 1 , “AccountPgicies”), the company's ownership interests, which \
classified as available-faale investments on the company's ConsolidatednBal&heets, combined with its other interests (gemant and incentive fees), w
quantitatively assessed to determine if the compstlye primary beneficiary of these entities. Thenpany determined, for periods prior to the adwpbf this guidanc
that it did
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not absorb the majority of the expected gains ssds from the CLOs and therefore was not theirgsirbeneficiary.

The company determined that it was the primary fieiney of certain CLOs, as it has the power toedirthe activities of the CLOs that most signifityammpact the
CLOs' economic performance, and the obligationbsoeb losses/right to receive benefits from the €ltkat could potentially be significant to the CLO%e primar
beneficiary assessment includes an analysis ofighés of the company in its capacity as investnmaahager. In some CLOs, the company's role as timegg manag:
provides that the company contractually has thegopas defined in ASC Topic 810, to direct theaiitis of the CLOs that most significantly impaleetCLOs' econom
performance, such as managing the collateral girtmd the CLO's credit risk. In other CLOs, thempany determined that it does not have this pawéts role a
investment manager due to certain rights held bgranvestors in the products or restrictions timait the company's ability to manage the collat@artfolio and its cred
risk. Additionally, the primary beneficiary assessmincludes an analysis of the company's right®teive benefits and obligations to absorb lossssciated with i
first loss position and management/incentive f@aspart of this analysis, the company uses a quadine model to corroborate its qualitative asses¥s The quantitati
model includes an analysis of the expected perfoomaf the CLOs and a comparison of the compaigeration of this performance relative to the otihheestors in th
CLOs. The company has determined that it couldivecggnificant benefits and/or absorb significergses from certain CLOs in which it holds a ficgs position ar
has the right to significant fees. It was deterrditteat the company's benefits and losses frominesther CLOs could not be significant, particwairh situations whei
the company does not hold a first loss positionwhdre the fee interests are based upon a fixestperge of collateral asset values.

Private equity, real estate and fund-of-funds (pamerships)

For investment products that are structured asgestiips and are determined to be VIEs, includimgafe equity funds, real estate funds and fundiiofis products, tt
company evaluates the structure of the partnetshifetermine if it is the primary beneficiary oktinvestment product. This evaluation includes gseg the rights of tt
limited partners to transfer their economic intéseés the investment product. If the limited parsi¢ack rights to manage their economic interebtsy are considered to
de facto agents of the company, resulting in thepamy determining that it is the primary benefigiaf the investment product. The company genetakgs less than
1% investment in these entities as the generah@arNonVIE general partnership investments are deemec tcobtrolled by the company and are consolidatetbiue
voting interest entity (VOE) model, unless the timdi partners have the substantive ability to rentbeegeneral partner without cause based upon @lesimajority vote ¢
can otherwise dissolve the partnership, or unlesditited partners have substantive participatiggts over decisiomraking. Interests in unconsolidated private ec
funds, real estate funds and fundfefids products are classified as equity methodsiments in the company's Consolidated Balance Shekee financial information
the consolidated private equity and real estatdgare included in the company's consolidated GiRdustatements on a one-quarter lag.

Other investment products

As discussed in Note 19 , “Commitments and Contieges,” the company has entered into contingenpau@greements for twaf its investment trusts to enable tr
to sustain a stable pricing structure, creatingatéde interests in these VIEs. The company earnsagement fees from the trusts and has a smalltmeas in one of the:
trusts. The company was not deemed to be the pribrareficiary of these trusts after considering explicit and implicit variable interests in relati to the total expect
gains and losses of the trusts.

At December 31, 2012 , the company's maximum ridkss in significant VIEs in which the companynist the primary beneficiary is presented in théetdielow.

Company's Maximum Risk of

$ in millions Footnote Reference Carrying Value Loss

Partnership and trust investments — 38.2 38.2
Investments in Invesco Mortgage Capital Inc. — 32.t 32.t
Support agreements* 19 (2.0 21.C
Total 91.7

*  As of December 31, 2012 , the committed suppoder these agreements was $21.0 miliigih an internal approval mechanism to increasentagimum possib
support to $66.0 million at the option of the compa

During the year ended December 31, 2012 , the coyipaested in and consolidated two new managed<CO®@e table below
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illustrates the summary balance sheet amountetetatthese CLOs before consolidation into the ampNo new entities were consolidated in 2011 .

Balance Sheet

For the year ended December 31, 2012

$ in millions CLOs - VIEs

Current assets 516.5
Non-current assets 693.%
Total assets 1,209.¢
Current liabilities 406.2
Non-current liabilities 803.¢
Total liabilities 1,209.¢
Total equity —
Total liabilities and equity 1,209.¢

During the year ended December 31, 201Re company determined it was no longer the pynieneficiary of certain CLOs due to reconsidemratand liquidatio
events. These reconsideration events includedaleeds our management agreements and equity imgeiresertain CLOs and reassessment of the righits by othe
unaffiliated investors. The amounts deconsoliddteth the Consolidated Balance Sheet are illustrateithe table below. There was no net impact toGoesolidate
Statement of Income for the year ended Decembe2@®12 from the deconsolidation of these investrpeotiucts. No entities were deconsolidated in 2011.

Balance Sheet

For the year ended December 31, 2012

$ in millions CLOs - VIEs

Current assets 181.2
Non-current assets 2,247 .«
Total assets 2,428.¢
Current liabilities 47.5
Non-current liabilities 2,264.;
Total liabilities 2,311.°
Total equity 116.¢
Total liabilities and equity 2,428.¢

The following tables reflect the impact of consatidn of investment products into the ConsolidéBathnce Sheets as of December 31, 2012 and Dec&hb2011,
and the Consolidated Statements of Income for éia@syended December 31, 2012 , 2011 and 2010 .
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Summary of Balance Sheet Impact of Consolidated Irestment Products

Subtotal - Impact of
Other Consolidated Invesco Ltd.

$ in millions CLOs - VIEs VIEs VOEs Adjustments ® Investment Products Consolidated
As of December 31, 2012

Current assets 266.4 0.4 120.¢ (20.2) 367.t 3,907.¢
Non-current assets 3,948.( 35.¢ 607.¢ (107.9 4,483.¢ 13,584.
Total assets 4,214 36.2 728.¢ (128.7) 4,851.¢ 17,492 .
Current liabilities 105.: 0.5 2.¢ (13.9) 95.4 2,713.(
Long-term debt of consolidated investment products 3,980.° — — (81.9) 3,899.¢ 3,899.¢
Other non-current liabilities — — — — — 1,831.(
Total liabilities 4,086.( 0.5 2.¢ (94.6) 3,994.¢ 8,443.
Retained earnings appropriated for investors irsclidatec

investment products 128.¢ — — — 128.¢ 128.¢
Other equity attributable to common shareholders 0.9 (0.3 34.C (33.5) — 8,188.(
Equity attributable to noncontrolling interests in

consolidated entities — 35.¢ 691.¢ — 727.¢ 732.2
Total liabilities and equity 4,214 36.2 728.¢ (128.7) 4,851.¢ 17,492..

Subtotal - Impact
of Consolidated
Other Investment Invesco Ltd.

$ in millions CLOs - VIEs VIEs VOEs Adjustments Products Consolidated
As of December 31, 2011

Current assets 394.t 3.1 113.7 (29.9) 481.4 3,834.:
Non-current assets 5,682.: 42.¢ 903.¢ (92.5) 6,536.¢ 15,512.¢
Total assets 6,076.¢ 45.¢ 1,017t (122.9) 7,017.¢ 19,347.(
Current liabilities 179. 0.4 5.8 (29.9) 155.k 2,974
Long-term debt of consolidated investment products 5,563.: — — (50.9) 5,512.¢ 5,512.¢
Other non-current liabilities — — — — — 1,722.:
Total liabilities 5,742t 0.4 5.8 (80.9) 5,668. 10,209.
Retained earnings appropriated for investors irsclidated

investment products 334.C — — — 334.: 334.:
Other equity attributable to common shareholders — 0.1 43.1 (42.3) 1.1 7,784.¢
Equity attributable to noncontrolling interestsconsolidates

entities — 454 968.€ — 1,014.( 1,018t
Total liabilities and equity 6,076.¢ 45.¢ 1,017t (122.9) 7,017.¢ 19,347.(

(1) Adjustments include the elimination of intercompamnsactions between the company and its conselldavestment products, primarily the eliminatiohthe
company's equity at risk recorded as investmentshbycompany (before consolidation) against eigtygiity (private equity and real estate partnershipmls) o
subordinated debt (CLOs) of the funds.
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Summary of Income Statement Impact of Consolidatethvestment Products

$ in millions

Year ended December 31, 2012

Total operating revenues

Total operating expenses

Operating income

Equity in earnings of unconsolidated affiliates
Interest and dividend income

Other investment income/(losses)

Interest expense

Income before income taxes

Income tax provision

Net income

(Gains)/losses attributable to noncontrolling iags in
consolidated entities, net

Net income attributable to common shareholders

$ in millions

Year ended December 31, 2011

Total operating revenues

Total operating expenses

Operating income

Equity in earnings of unconsolidated affiliates
Interest and dividend income

Other investment income/(losses)

Interest expense

Income before income taxes

Income tax provision

Net income

(Gains)/losses attributable to noncontrolling iags in
consolidated entities, net

Net income attributable to common shareholders

Table of Contents

Subtotal - Impact of
Consolidated

Invesco Ltd.

CLOs - VIEs Other VIEs VOEs Adjustments © Investment Products Consolidated
= = (41.0 (41.0 4,177.(
482 0.8 23.4 (41.0 31 3,305.!
(48.2) (0.9 (23.9) = (72.5) 871.F
— — — 0.t 0.t 29.7
260.7% — — (24.5 246.2 268.%
(112.29 24 13.7 (10.9) (106.9) (89.4)
(182.6) — — 145 (168.9) (220.6)
(82.5) 15 9.7) (9.8) (100.5) 859.
= = = = = (272.2)
(82.5) 15 9.7) (9.8) (100.5) 587.:
82.2 (1.5 9.1 — 89.¢ 89.¢
(0.9 — (0.6) (9.9 (10.9 677.1
Subtotal - Impact of
Consolidated Invesco Ltd.
CLOs - VIEs Other VIEs VOEs Adjustments ® Investment Products Consolidated
— — 0.1 (47.9) (47.2) 4,092.:
46.7 1.C 12.€ 47.9) 13.C 3,194..
(46.7) 1.0 (12.5) = (60.2) 898.1
— — — 0.2) 0.2) 30.5
307.: — — (8.3 298.¢ 318.:
(235.]) 1.C 74.¢ 20.2 (138.9) (89.9)
(195.9) = = 8.3 (187.0) (248.¢)
(169.9) — 62.4 20.1 (87.9) 908.1
— — — — — (286.1)
(169.9) — 62.4 20.1 (87.9) 622.(
169.¢ — (62.9) — 107.¢ 107.7
— — 0.1 20.1 20.2 729.7%
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Subtotal - Impact of

Consolidated Invesco Ltd.
$ in millions CLOs - VIEs VIEs VOEs Adjustments @ Investment Products Consolidated
Year ended December 31, 2010
Total operating revenues — — 0.3 (45.9) (45.0 3,487.7
Total operating expenses 41.4 1.€ 12.2 (45.3) 10.C 2,897.¢
Operating income (41.9) (1.6) (12.0 — (55.0 589.¢
Equity in earnings of unconsolidated affiliates — — — (0.€) (0.€) 40.2
Interest and dividend income 246.( — — (5.9 240.¢ 251.¢
Other investment income/(losses) (3.9 6. 104.t 6.4 114.C 129.¢
Interest expense (123.%) — — 5.1 (118.6) (177.2)
Income before income taxes 77.1 5.3 92.t 5.8 180.7 833.¢
Income tax provision — — — — — (197.0
Net income/(loss) 77.1 5.2 92.t 5.8 180.% 636.¢
(Gains)/losses attributable to noncontrolling iags in
consolidated entities, net (77.3) (5.3 (88.9 (0.3 (170.9 (171.7)
Net income attributable to common shareholders — — 4.1 5.7 9.8 465.1

(1) Adjustments include the elimination of intercompatngnsactions between the company and its consetldavestment products, primarily the eliminatiof
management fees expensed by the funds and recasdggkrating revenues (before consolidation) by dmepany.

The carrying value of investments held, derivatieatracts, and notes issued by consolidated invegtproducts is also their fair value. The follogvitables present t
fair value hierarchy levels of investments heldrivdgive contracts, and notes issued by consolilat@estment products, which are measured at faiuevas ¢
December 31, 2012 and December 31, 2011 :

As of December 31, 2012

Quoted Prices in Active Significant Other Significant
Fair Value Markets for Identical Observable Inputs Unobservable Inputs
$ in millions Measurements Assets (Level 1) (Level 2) (Level 3)
Assets:
CLO collateral assets:
Bank loans 3,709.: — 3,709.: —
Bonds 185.¢ — 185.¢ —
Equity securities 12.1 — 12.1 —
Private equity fund assets:
Equity securities 124.¢ 20.4 9.¢ 94.1
Investments in other private equity funds 503.t — — 503.t
Debt securities issued by the U.S. Treasury 10.C 10.C — —
Real estate investments 5.3 — — 5.3
Total assets at fair value 4,550.( 30.4 3,916.° 602.¢
Liabilities:
CLO notes (3,899.9 — — (3,899.9)
Total liabilities at fair value (3,899.9 — = (3,899.9
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As of December 31, 2011

Quoted Prices in Active Significant Other Significant
Fair Value Markets for Identical Observable Inputs (Level Unobservable Inputs

$ in millions Measurements Assets (Level 1) 2) (Level 3)
Assets:
CLO collateral assets:

Bank loans 5,354.: — 5,354.: —

Bonds 292.¢ — 292.¢ —

Equity securities 35.2 — 35.2 —

CLO-related derivative assets 10.€ — 10.€ —
Private equity fund assets:

Equity securities 138.2 11.4 0.1 126.%

Debt Securities 10.C — — 10.C

Investments in other private equity funds 559.t — — 559.t

Debt securities issued by the U.S. Treasury 6.0 6.C — —
Real estate investments 232.¢ — — 232.¢
Total assets at fair value 6,639.¢ 17.4 5,693.¢ 929.1
Liabilities:

CLO notes (5,512.9 — — (5,512.9

CLO-related derivative liabilities (5.8 — (5.8 —
Total liabilities at fair value (5,518.) — (5.9 (5,512.9

The following table shows a reconciliation of thegimning and ending fair value measurements fal8\assets and liabilities using significant uresiable inputs:

$ in millions

Beginning balance

Purchases

Sales

Issuances

Settlements

Deconsolidation of consolidated investment products

Gains and losses included in the Consolidated &tits of Income*
Transfers, net**

Foreign exchange

Ending balance

Included in gains and losses of consolidated#&tment products in the Con

Year ended December 31, 2012 Year ended December 31, 2011

Level 3 Assets

Level 3 Assets Level 3 Liabilities Level 3 Liabilities

929.1 (5,512.9) 972.¢ (5,865.9)
8. — 52.2 —
(334.9) — (187.9) —
— (792.9) — —
619.¢ — 530.2

— 2,123. — —
12.4 (349.9) 81.1 (74.9)
9.9 — — —
(3.1) 11.€ 10.€ (103.9)
602.¢ (3,899.9) 929.1 (5,512.9)

solidated Statememaxfrhe for the year ended December 31, 2012 arg $@iflion in

net unrealized gains attributable to investmerilishetld at December 31, 2012 by consolidated itwest products (year ended December 31, 2011 1$8#lion nef

unrealized gains attributable to investments lséltl at December 31, 2011 ).

*%

During the year ended December 31, 2012 , $8illon of equity securities held by consolidated privageity funds were transferred from Level 3 to Le2adue tc

the legal lock up requirements of public offerirfgsecurities in the underlying companies. For tfarssdue to public offerings, the company's poli&yo use the fa

value of the transferred security on the offeriaged
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Fair value of consolidated CLOs

The company elected the fair value option for ¢elial assets held and notes issued by its consedidal Os to eliminate the measurement and recogniticonsistenc
that would otherwise arise from measuring asseatdiahilities and recognizing the related gains &sdes on different accounting bases.

The collateral assets held by consolidated CLOgpanearily invested in senior secured bank loamsids, and equity securities. Bank loan investmeritgzh compris
the majority of consolidated CLO portfolio collaagrare senior secured corporate loans from atyasfeindustries, including but not limited to therospace and defer
broadcasting, technology, utilities, household piaig, healthcare, oil and gas, and finance indasstBank loan investments mature at various datesigh 2019, pay
interest at Libor or Euribor plus a spread of ud#5% , and typically range in credit rating cateégs from BBB down to unrated. At December 31, 201he unpai
principal balance exceeded the fair value of th@osesecured bank loans and bonds by approxim#&&Bi1.6 million ( December 31, 2011 : $701.0 milliexcess,
Approximately 1.8% of the collateral assets araléfiault as of December 31, 2012 ( December 31, 20&4s than 1%f the collateral assets were in default). (
investments are valued based on price quotatioogided by a primary and secondary independent -fhantly pricing source. These thirgharty sources aggreg
indicative price quotations daily to provide thengmany with a price for the CLO investments. The pany has developed internal controls to reviewrézsonablene
and completeness of these price quotations onlaluisis. If necessary, price quotations are chgdle through the third-party pricing source priballenge process.

In addition, the company's internal valuation comteei conducts an annual due diligence review oindikpendent thirgharty pricing sources to review the provid
valuation methodology as well as ensure internatrots exist over the valuation of the CLO investitse In the event that the thighrty pricing source is unable to pi
an investment, other relevant factors, data arstimdition are considered, including: i) informati@fating to the market for the investment, inclgdprice quotations fi
and trading in the investment, interest in simifarestments, the market environment, investoruatés towards the investment and interests in ginmigestments; ii) th
characteristics of and fundamental analytical delating to the investment, including, for seniecsred corporate loans, the cost, size, curreatdst rate, period ur
next interest rate reset, maturity and base lenditey the terms and conditions of the senior sgtaprporate loan and any related agreements,hengdasition of th
senior secured corporate loan in the borrower's stelocture; iii) the nature, adequacy and valuthefsenior secured corporate loan's collateraléing the CLO's right
remedies and interests with respect to the codliter) for senior secured corporate loans, thaionrthiness of the borrower, based on an evaoatif its financie
condition, financial statements and information wththe business, cash flows, capital structurefahde prospects; v) the reputation and financaidition of the age
and any intermediate participants in the seniourst corporate loan; and vi) general economic aadket conditions affecting the fair value of thenise secure
corporate loan.

Notes issued by consolidated CLOs mature at vadatiss between 2015 and 2023 and have a weighesdgieymaturity of 8.8ears. The notes are issued in var
tranches with different risk profiles. The interestes are generally variable rates based on ldb&uribor plus a pre-defined spread, which vafriesn 0.21%for the mor
senior tranches to 7.10% for the more subordinatetthes. At December 31, 201the outstanding balance on the notes issued gotidated CLOs exceeds their
value by approximately $0.3 billion ( December 2011 : $1.0 billionexcess). The investors in this debt are not affilavith the company and have no recourse t
general credit of the company for this deblotes issued by CLOs are recorded at fair valueguan income approach, driven by cash flows expectée received fro
the portfolio collateral assets. Fair value is deteed using current information, notably markeglgls and projected cash flows of collateral assat®d on forecast
default and recovery rates that a market partit¢ipaould use in determining the current fair valddte notes, taking into account the overall cregiglity of the issue
and the company's past experience in managingasiselcurities. Market yields, default rates andvecy rates used in the company's estimate o¥édire vary based
the nature of the investments in the underlyindgatetal pools. In periods of rising market yieldefault rates and lower debt recovery rates, thevédue, and therefore t
carrying value, of the notes may be adversely &#fecThe current liquidity constraints within therket for CLO products require the use of certainhservable inpu
for CLO valuation. Once the undiscounted cash floivhe collateral assets have been determined;dimpany applies appropriate discount rates timadiket participar
would use to determine the discounted cash flowatain of the notes.

The significant inputs used in the valuation of titges issued by consolidated CLOs include a cumelaverage default rate between 1% and&fb discount rati
derived by utilizing the applicable forward ratenees and appropriate spreads.

Certain CLOs with Eura@enominated debt that were deconsolidated as ofugtug0, 2012 entered into swap agreements withowsrcounterparties to hec
economically interest rate and foreign exchangk redated to CLO collateral assets with riBaro interest rates and currencies. These swapemgrés were n
designated as qualifying as hedging instruments. féir value of derivative contracts in an asseditpm was included in the compasyConsolidated Balance Shee
other current assets, and the fair value of devigatontracts in a liability position was includiedthe company’s Consolidated Balance Sheet inrothe
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current liabilities through the date of deconsdimia These derivative contracts were valued urgheincome approach using forecasted interest eateésvere classifie
within level 2 of the valuation hierarchy. Changedair value of $9.6 milliorare reflected as losses in other gains/(lossespmgolidated investment products, net or
company's Consolidated Statement of Income foy#ae ended December 31, 2012 ( December 31, 2892 million ). At December 31, 2012 , there weoeopen swa
agreements ( December 31, 2011 : 70 open swapragnte with a notional value of $123.3 millipnSwap maturities are tied to the maturity of tinelerlying collater:
assets.

Fair value of consolidated private equity funds

Consolidated private equity funds are generallycstired as partnerships. Generally, the investsteategy of underlying holdings in these partngrsis to seek capit
appreciation through direct investments in publipgvate companies with compelling business modelsleas or through investments in partnershigstwents that al
invest in similar private or public companies. \ba$ strategies may be used. Companies targeted beublistressed organizations, targets of leverdgsauts o
fledgling companies in need of venture capital.estors in these consolidated investment producterglly may not redeem their investment until tletmershi
liquidates. Generally, the partnerships have &liié ranges from seven to twelyears unless dissolved earlier. The general pantiagrextend the partnership term up
specified period of time as stated in the PartriprBlgreement. Some partnerships allow the limitadners to cause an earlier termination upon tlceroence of certa
events as specified in the Partnership Agreement.

For private equity partnerships, fair value is deieed by reviewing each investment for the saladditional securities of an issuer to sophistidateestors or fc
investee financial conditions and fundamentals.liBlytiraded portfolio investments are carried arket value as determined by their most recentegliséle, or if there
no recent sale, at their most recent bid price.tRese investments held by consolidated investmpeosducts, level 1 classification indicates that falues have be:
determined using unadjusted quoted prices in achaekets for identical assets that the partnerbhpthe ability to access. Level 2 classificaticayrindicate that fa
values have been determined using quoted priceactive markets but give effect to certain lagk-restrictions surrounding the holding period loé tunderlyin
investments.

The fair value of level 3 investments held by cdigsted investment products are derived from inpliég are unobservable and which reflect the lichftartnership
own determinations about the assumptions that rhagdeticipants would use in pricing the investmemsluding assumptions about risk. These inputsdaveloped bas
on the partnership's own data, which is adjustédfarmation indicates that market participants Wdouse different assumptions. The partnerships kvimeest directly int
private equity portfolio companies (direct privaguity funds) take into account various market diomb, subsequent rounds of financing, liquidfipancial conditior
purchase multiples paid in other comparable thady transactions, the price of securities of pttempanies comparable to the portfolio company, @perating resul
and other financial data of the portfolio compaay applicable.

The partnerships which invest into other privateiggfunds (funds of funds) take into account imi@tion received from those underlying funds, inglgdheir reporte
net asset values and evidence as to their fairevapproach, including consistency of their fairueahpplication. These investments do not tradeciiveamarkets ar
represent illiquid longerm investments that generally require future tehgiommitments. The partnerships' reported shérthe underlying net asset values of
underlying funds is used as a practical expedangllowed by ASC Topic 820, in arriving at faitua

Unforeseen events might occur that would subsetuehange the fair values of these investmentsshah changes would be inconsequential to the coyngae to it
minimal investments in these products (and theelafisetting noncontrolling interests resultingnfraheir consolidation). Any gains or losses rengltfrom valuatio
changes in these investments are substantiallgtdffsresulting changes in gains and losses atéfitiel to noncontrolling interests in consolidatatites and therefore
not have a material effect on the financial cowditioperating results (including earnings per Shdicpiidity or capital resources of the comparggsnmon shareholders.

Fair value of consolidated real estate funds

Consolidated real estate funds are structuredh@ted liability companies. These limited liabiligpmpanies invest in other real estate funds, aesktinvestments ¢
carried at fair value and presented as investniersnsolidated investment products. The net asdat of the underlying funds, which primarily casts of the real este
investment value and mortgage loans, is adjustdditwvalue. Fair value is defined as the pricet thiauld be received to sell an asset or paid tosfex a liability in a
orderly transaction between market participanthatmeasurement date. Real estate fund assettassdied within the fair value hierarchy basedtbe lowest level ¢
input that is significant to the fair value measneat. Due to the illiquid nature of investments maureal estate companies, all of the real eétete assets are classif
as Level 3. The real estate funds use one or maeaton techniques (e.g., the market approachjrt@me approach, or the cost approach) for whidficgent anc
reliable data
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is available to value investments classified withgvel 3. The income approach generally consistthefnet present value of estimated future cashsfladjusted ¢
appropriate for liquidity, credit, market and/ohet risk factors.

The inputs used by the real estate funds in estigidhe value of Level 3 investments include thigiioal transaction price, recent transactions & same or simili
instruments, as well as completed or pending thady transactions in the underlying investmentamparable investments. Level 3 investments may tasadjusted
reflect illiquidity and/or nortransferability. Other inputs used include discaatés, cap rates and income and expense assumplitos fair value measurement of Lev
investments does not include transaction costsaaqdisition fees that may have been capitalizquaasof the investment's cost basis. Due to thie dhobservable input
the assumptions used may significantly impact éseilting fair value and therefore the real estatel$’ results of operations.

Quantitative Information about Level 3 Fair Valuedsurements

The following table shows significant unobservableuts used in the fair value measurement of I18vedsets and liabilities:

Fair Value at December 31,

Assets and Liabilities * 2012 ($ in millions) Valuation Technique Unobservable Inputs Range
Private Equity Funds --
Equity Securities 94.1 Market Comparable EBITDA Multiple 30 - 40x
Revenue Multiple 5-15x
Discount 20% - 50%
Discounted Cash  In-Place & Market JPY 250 - JPY
Real Estate Investments 5.3 Flow Rent Rates 700 per sq ft
Revenue Growth Ra  0.0% - 2.0%
Discount Rate 5.75% - 8.00%
Exit Capitalization
Rate 6.00% - 8.25%
Stabilized Occupancy
Rate 92.0% - 96.0%
Expense Growth Ral 1.00%
In-Place & Market JPY 250 - JPY
Market Comparable Rent Rates 700 per sq ft
Exit Capitalization
Rate 6.00% - 8.25%

Discounted Cash
CLO Notes (3,899.4) Flow- Euro Probability of Default 3% - 5%

Spread over Euribor
** 300 - 3050

Discounted Cash
Flow- USD Probability of Default 1% - 3%

Spread over Libor ** 120 - 1400

*  Certain equity securities held by consolidatedvgte equity funds are valued using thpdrty pricing information and/or recent private Redrtransactions
Quantitative unobservable inputs for such valuatiorere not developed or adjusted by the compamgstments in other private equity funds of $ 508ibion are
also excluded from the table above as they areedalising the NAV as a practical expedient.

** | ower spreads relate to the more senior tranch#®i€LO note structure; higher spreads relatbddess senior tranch

The following narrative will indicate the sensitiviof inputs illustrating the impact of significaimicreases to the inputs. A directionatigposite impact would apply 1
significant decreases in these inputs:

* For investments held by consolidated private eqfityds, significant increases in discounts in i8ota would result in significantly lower fair val
measurements, while significant increases in EBIT@W revenue multiple assumptions in isolation waekult in significantly higher fair value measuents
An increase in discount assumptions would resu#t @irectionally opposite change in the assumptfon€£BITDA and revenue multiple resulting in lowkir
value measurements.
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*  For real estate investments, a change in thentgy growth rate generally would be accompanied Biyectionally-similar change in the assumptiaosif-place
and market rent rates and stabilized occupancg.r&ignificant increases in any of the unobservaipeits for inplace and market rent rates and stabi
occupancy rates in isolation would result in sigaifitly higher fair values. An increase in thessuagptions would result in a directionathypposite change in t
assumptions for discount rate, exit capitalizatiate, and expense growth rate. Significant incie@s¢he assumptions for discount rate, exit céipéton rate
and expense growth rate in isolation would resuttignificantly lower fair value measurements.

* For CLO Notes, a change in the assumption usespi@ads is generally accompanied by a directiosaiylar change in default rate. Significant in@esin an
of these inputs in isolation would result in a digantly lower fair value measurements.

21 . RELATED PARTIES

Certain managed funds are deemed to be affiliatétdess under the related party definition in ASB08"Related Party Disclosures." Additionally, teldparties incluc
those defined in the company's proxy statement.

Years ended December 31,

$ in millions 2012 2011 2010
Affiliated operating revenues:

Investment management fees 2,767.% 2,694.: 2,349.(
Service and distribution fees 752.1 779.7 645.(
Performance fees 50.C 33.C 22.1
Other 101.¢ 128.¢ 93.2
Total affiliated operating revenues 3,671 3,635. 3,109

As of December 31,

$ in millions 2012 2011
Affiliated asset balances:

Cash equivalents 223.2 257.7
Unsettled fund receivables 131.t 178.¢
Accounts receivable 258.¢ 247.¢
Current investments 328.2 248.¢
Assets held for policyholders 1,153.; 1,243.:
Other current assets 30.5 221
Non-current investments 234.¢ 184.t
Other non-current assets 2.2 1.9
Total affiliated asset balances 2,361.° 2,384.¢

Affiliated liability balances:

Unsettled fund payables 266.( 205.(
Other current liabilities 66.1 63.5
Other non-current liabilities 189.% 191.€
Total affiliated liability balances 521.¢ 460.1
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22 . SUBSEQUENT EVENTS

On January 31, 2013 , the company declared a faurdter 2012 dividend of $0.1725 per share, payahl March 8, 2013to shareholders of record at the clos
business on February 21, 2013 .

Item 9. Changes in and Disagreements with AccountantsAxtounting and Financial Disclosure

N/A

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Management, with the participation of our chief @xéve officer and chief financial officer, has &wated the effectiveness of our disclosure contmold procedures
of December 31, 2012There are inherent limitations to the effectiv@nef any system of disclosure controls and praesdincluding the possibility of human error
the circumvention or overriding of the controls gmmcedures. Accordingly, even effective discloscwatrols and procedures can only provide reasenasdurance
achieving their control objectives. Based upon #aluation, our chief executive officer and cHiefincial officer concluded that the company's ldisare controls ar
procedures were effective to provide reasonablarasse that information required to be disclosedugyn the reports that we file or submit under Exehange Act
recorded, processed, summarized and reported,nvittiel time periods specified in the applicable sudad forms, and that it is accumulated and comeaterdl to oL
management, including our chief executive officed ahief financial officer, as appropriate to alldmely decisions regarding required disclosure.

Management's report on internal control over fin@n@porting is located in Item 8, “Financial $tatents and Supplementary Data” of this Annual Repof~orm 10-
K. Our independent auditors, Ernst & Young LLP, éassued an audit report on the effectiveness ofrdgarnal control over financial reporting. Thisport appears
Item 8, “Financial Statements and Supplementara’Daftthis Annual Report on Form 10-K.

Item 9B. Other Information

None.

PART Il
Item 10. Directors, Executive Officers and Corporate Gomence

Invesco has filed the certification of its Chieh&ncial Officer with the New York Stock ExchangeY(BE) as required pursuant to Section 303A.12 oNN&SE Listec

Company Manual. In addition, Invesco has filed 8srbane®©xley Act Section 302 certifications of its Chiekétutive Officer and Chief Financial Officer withe

Securities and Exchange Commission, which certibioa are attached hereto as Exhibit 31.1 and Ex®ih2, respectively.

The information required by this Item will be inded in the definitive Proxy Statement for the comps annual meeting of shareholders, which wilfileel with the
SEC no later than 120 days after the close ofifftalfyear ended December 31, 2012 , and is incargw by reference in this Report.

Iltem 11. Executive Compensation

The information required by this Item will be indied in the definitive Proxy Statement for the comp& annual meeting of shareholders, which wilfike with the
SEC no later than 120 days after the close ofiivalfyear ended December 31, 2012 , and is incatgw by reference in this Report.

Item 12. Security Ownership of Certain Beneficial Owners aianagement and Related Stockholder Matters

The information required by this Item will be inded in the definitive Proxy Statement for the comps annual meeting of shareholders, which wilfiteel with the
SEC no later than 120 days after the close ofifftalfyear ended December 31, 2012 , and is incargw by reference in this Report.
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Item 13. Certain Relationships and Related Transactions, aDaector Independence

The information required by this Item will be indied in the definitive Proxy Statement for the comp& annual meeting of shareholders, which wilfike with the
SEC no later than 120 days after the close ofiivalfyear ended December 31, 2012 , and is incatge by reference in this Report.

Item 14. Principal Accountant Fees and Services

The information required by this Item will be inded in the definitive Proxy Statement for the comps annual meeting of shareholders, which wilfileel with the
SEC no later than 120 days after the close ofifftalfyear ended December 31, 2012 , and is incargw by reference in this Report.

PART IV
Item 15. Exhibits and Financial Statement Schedule
(a)(1) The financial statements filed as part f feport are listed in Part Il, Iltem 8, “Financiihtements and Supplementary Data.”

(a)(2) No financial statement schedules are requodzk filed as part of this Report because alhsahedules have been omitted. Such omission tesrbade on tt
basis that information is provided in the finanatdtements or related footnotes in Part Il, IterfFéhancial Statements and Supplementary Daigj$ not required to |
filed as the information is not applicable.

(a)(3) The exhibits listed on the Exhibit Index areluded with this Report.

Exhibit Index

(Note: References herein to “AMVESCAP,” “AMVESCAR.E” or “INVESCO PLC” are to the predecessor registrto Invesco Ltd.)

3.1 Memorandum of Association of Invesco Ltd., incogtorg amendments up to and including December @7,
incorporated by reference to exhibit 3.1 to Invésd@urrent Report on FormIg; filed with the Securities ar
Exchange Commission on December 12, 2007

3.2 Amended and Restated Byaws of Invesco Ltd., incorporating amendments aand including December
2007, incorporated by reference to exhibit 3.2reekco’s Current Report on Fornkg8-iled with the Securitie
and Exchange Commission on December 12, 2007

4.1  Specimen Certificate for Common Shares of $nwel td., incorporated by reference to exhibit thlinvescos
Current Report on Form 8-K, filed with the Secestand Exchange Commission on December 12, 2007

4.2  Indenture, dated as of November 8, 2012, fieedco Finance PLE’3.125% Senior Notes due 2022, am
Invesco Finance PLC, the Guarantors and The Bameof York Mellon, as trustee, incorporated by refere tc
exhibit 4.1 to Invesco’s Current Report on Forr{8filed with the Securities and Exchange Commissan
November 9, 2012

4.3  Supplemental Indenture, dated November 8, 2fif2Invesco Finance PLE'3.125% Senior Notes due 20
among Invesco Finance PLC, the Guarantors and Tark Bf New York Mellon, as trustee, incorporated
reference to exhibit 4.2 to Invesco’s Current Réepam Form 8K, filed with the Securities and Exchar
Commission on November 9, 2012

4.4 Form of 3.125% Senior Notes due 2022 (includdgixhibit 4.3 hereto)

10.1 Amended and Restated Credit Agreement, dated asupé 3, 2011, among Invesco Holding Comg
Limited, IVZ, Inc., Invesco Finance Limited, Inve@s€&inance, Inc., Invesco Ltd., the banks, finangiatitutions
and other institutional lenders from time to timpaaty thereto and Bank of America, N.A., as adsimative agen
incorporated by reference to exhibit 10 to InvescOurrent Report on Formi8- filed with the Securities ar
Exchange Commission on December 23, 2011

10.2 Invesco Ltd. 2008 Global Equity Incentive Planaasended and restated effective February 1, 2086rporatec
by reference to exhibit 10.6 to Invesco’s Annuap&e on Form 1K for the year ended December 31, 2008,
with the Securities and Exchange Commission onuger27, 2009

10.3 Amendment No. 1, effective as of July 30, 2010,the Invesco Ltd. 2008 Global Equity Incentive Plag
amended and restated effective February 1, 20@8rporated by reference to exhibit 10.1 to Invesd@uarterly
Report on Form 1@ for the quarter ended September 30, 2010, fileth whe Securities and Exchar
Commission on November 2, 2010
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10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21
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Form of Restricted Stock Award Agreemeiiime Vesting under the Invesco Ltd. 2008 Global iBglncentive
Plan, incorporated by reference to exhibit 10.2nteesco’s Quarterly Report on Form 0for the quarter endt
September 30, 2008, filed with the Securities archEnge Commission on November 7, 2008

Form of Restricted Stock Unit Award Agreemerfime Vesting under the Invesco Ltd. 2008 Global iBc
Incentive Plan, incorporated by reference to exHibi3 to Invesco’s Quarterly Report on FormQGCor the
quarter ended September 30, 2008, filed with treu®#es and Exchange Commission on November 78 200

Form of Award Agreement for NdExecutive Directors under the Invesco Ltd. 2008b@ldEquity Incentive Plai
incorporated by reference to exhibit 10.11 to lweés Annual Report on Form IK-for the year ende
December 31, 2010, filed with the Securities andiaxge Commission on February 25, 2011

Invesco Ltd. 2011 Global Equity Incentive Plangeeffve May 26, 2011, incorporated by reference ppendix A
to Invescos Proxy Statement on Schedule 14A, filed with tieeuities and Exchange Commission on April
2011

Form of Restricted Stock Award Agreemeifiirae Vesting under the Invesco Ltd. 2011 Global iBglncentive
Plan, incorporated by reference to exhibit 10.12nteesco’s Annual Report on Form KOfor the year ende
December 31, 2011, filed with the Securities andHaxge Commission on February 24, 2012

Form of Restricted Stock Unit Award Agreemerftime Vesting -under the Invesco Ltd. 2011 Global Equ
Incentive Plan, incorporated by reference to exHibil3 to Invesco’s Annual Report on FormK.@er the yea
ended December 31, 2011, filed with the Securéies Exchange Commission on February 24, 2012

Form of Restricted Stock Award Agreemener@mance Vesting under the Invesco Ltd. 2011 Global Eqt
Incentive Plan, incorporated by reference to exHiBil4 to Invesco’s Annual Report on FormK.@er the yea
ended December 31, 2011, filed with the Securéies Exchange Commission on February 24, 2012

Form of Restricted Stock Unit Award AgreeimerPerformance Vesting under the Invesco Ltd. 2011 Glol
Equity Incentive Plan, incorporated by referencexbibit 10.15 to Invesco’s Annual Report on FordaKlLfor the
year ended December 31, 2011, filed with the Steesrand Exchange Commission on February 24, 2012

Form of Restricted Stock Award Agreementimd Vesting - with respect to Martin L. Flanagamnder the
Invesco Ltd. 2011 Global Equity Incentive Plan,drmorated by reference to exhibit 10.16 to Invesodhnua
Report on Form 16 for the year ended December 31, 2011, filed wligh Securities and Exchange Commis:
on February 24, 2012

Form of Restricted Stock Award Agreemengf@mance Vesting - with respect to Martin L. Flgan -under the
Invesco Ltd. 2011 Global Equity Incentive Plan,armorated by reference to exhibit 10.17 to Invesodhnua
Report on Form 16 for the year ended December 31, 2011, filed whi Securities and Exchange Commis:
on February 24, 2012

Form of Restricted Stock Unit Award Agreemehime Vesting — Canada (Tranches 1-8péer the Invesco Lt
2011 Global Equity Incentive Plan, incorporated riejerence to exhibit 10.18 to InvesscAnnual Report o
Form 10K for the year ended December 31, 2011, filed whth Securities and Exchange Commission on Feb
24,2012

Form of Restricted Stock Unit Award Agreemeiiime Vesting — Canada (Tranche 4)nder the Invesco Lt
2011 Global Equity Incentive Plan, incorporated riejerence to exhibit 10.19 to InvesscAnnual Report o
Form 10K for the year ended December 31, 2011, filed whth Securities and Exchange Commission on Feb
24, 2012

Form of Restricted Stock Unit Award AgreetmerPerformance Vesting — Canada (Tranches 1-@)der the
Invesco Ltd. 2011 Global Equity Incentive Plan,drmorated by reference to exhibit 10.20 to Invesodhnua
Report on Form 16 for the year ended December 31, 2011, filed wligh Securities and Exchange Commis:
on February 24, 2012

Form of Restricted Stock Unit Award AgreemeRerformance Vesting — Canada (Trancheuhder the Invesc
Ltd. 2011 Global Equity Incentive Plan, incorpothtey reference to exhibit 10.21 to Invesc&nnual Report o
Form 10K for the year ended December 31, 2011, filed whth Securities and Exchange Commission on Feb
24, 2012

Form of Award Agreement for N&xecutive Directors under the Invesco Ltd. 2011b@ldEquity Incentive Plai
incorporated by reference to exhibit 10.22 to Imeés Annual Report on Form 1K-for the year ende
December 31, 2011, filed with the Securities andHaxge Commission on February 24, 2012

Invesco Ltd. Executive Incentive Bonus Plan, asrated and restated effective January 1, 2009, incated by
reference to exhibit 10.7 to Invesco’s Annual Rémor Form 10K for the year ended December 31, 2008, i
with the Securities and Exchange Commission onugelpr27, 2009

Invesco Ltd. Amended and Restated 2005 Qaalified Deferred Compensation Plan, effectiveofidanuary 1
2009, incorporated by reference to exhibit 10.8neesco’s Annual Report on Form ¥0for the year ende
December 31, 2008, filed with the Securities andHaxge Commission on February 27, 2009

No. 3 Executive Share Option Scheme, as revisaaf Asigust 2006, incorporated by reference to exHibi6 tc
Invesco’s Annual Report on Form X0for the year ended December 31, 2007, filed vtita Securities ar
Exchange Commission on February 29, 2008
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10.22 2000 Share Option Plan, as revised as afaipr26, 2005, incorporated by reference to exHibi¥ to Invescs
Annual Report on Form 1R- for the year ended December 31, 2007, filed wite Securities and Exchar
Commission on February 29, 2008

10.23 Deferred Fees Share Plan, as amended and resffgetive December 10, 2008, incorporated by refeeeto
exhibit 10.13 to Invesco’s Annual Report on FormKL@or the year ended December 31, 2008, filed whté
Securities and Exchange Commission on Februarg @19

10.24 Second Amended and Restated Master Employment fgrete dated April 1, 2011, between Invesco Ltd.
Martin L. Flanagan, incorporated by reference thileik 10.1 to Invesco’s Quarterly Report on FormQG@or the
quarter ended March 31, 2011, filed with the Se¢imsriand Exchange Commission on April 29, 2011

10.25 Global Partner Agreement, dated November 10, 2088ween AMVESCAP PLC and Loren M. St:
incorporated by reference to exhibit 10.14 to Imeés Annual Report on Form 1K-for the year ende
December 31, 2007, filed with the Securities andHaxge Commission on February 29, 2008

10.26 Global Partner Agreement, dated January 1, 200tlvela®m AIM Funds Management Inc. and Philip A. Tay
incorporated by reference to exhibit 10.15 to Imeés Annual Report on Form 1K-for the year ende
December 31, 2007, filed with the Securities andHaxge Commission on February 29, 2008

10.27 Global Partners Employment Contract, dated Aprie@00, between INVESCO Pacific Holdings Limited .
Andrew Lo, incorporated by reference to exhibitl0to Invesco’s Annual Report on Form KOfor the yea
ended December 31, 2007, filed with the Securéies Exchange Commission on February 29, 2008

10.28 Senior Managing Director Agreement, between Andtewand Invesco Group Services, Inc., effective &
January 1, 2010, incorporated by reference to @hih32 to Invesco’s Annual Report on FormHKGder the yea
ended December 31, 2011, filed with the Securéies Exchange Commission on February 24, 2012

10.29 Employment Agreement, dated October 10, 2011, b@tw@. Mark Armour and Invesco Asset Manager
Australia (Holdings) Limited, incorporated by redace to exhibit 10.34 to Invesco’s Annual Reporfonm 10K
for the year ended December 31, 2011, filed withSkcurities and Exchange Commission on Februgrg®@®

10.30 Transaction Agreement, dated as of October 19, 2088®veen Morgan Stanley and Invesco Ltd., incareat by
reference to exhibit 10.1 to Invesco’s Quarterlyp®&¢e on Form 10Q for the quarter ended September 20, 2
filed with the Securities and Exchange Commissio©atober 30, 2009

10.31 Amendment, dated as of May 28, 2010, to Transadigreement, dated as of October 19, 2009, betweemah
Stanley and Invesco Ltd., incorporated by referdnoexhibit 10.2 to Invesco’s Current Report onrr@X, filed
with the Securities and Exchange Commission on 2u2610

21.0 List of Subsidiaries

23.1 Consent of Ernst & Young LLP, dated Febru[ag}, 2 013

31.1 Certification of Martin L. Flanagan pursutmRule 13a-14(a), as adopted pursuant to Sec@i@ro8the Sarbanes-
Oxley Act of 2002

31.2 Certification of Loren M. Starr pursuant tal®13a-14(a), as adopted pursuant to Section 8@RBeoSarbanes-
Oxley Act of 2002

32.1 Certification of Martin L. Flanagan pursuémRule 13at4(b) and 18 U.S.C. Section 1350, as adopted puirso
Section 906 of the Sarbanes-Oxley Act of 2002

32.2  Certification of Loren M. Starr pursuant tol®13a14(b) and 18 U.S.C. Section 1350, as adopted puitrso
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the reamgthas duly caused this Report to be signedsdoeihalf by the
undersigned, thereunto duly authorized.

Invesco Ltd.

By: /s MARTIN L. FLANAGAN

Name: Martin L. Flanagan

Title: President and Chief Executive Officer

Date: February 22, 201

Pursuant to the requirements of the Securities &xga Act of 1934, this Report has been signed bbjothe following persons on behalf of the registrand in the
capacities indicated and on the dates indicated.

Name Title Date
Chief Executive Officer (Principal Executive Offigand
/s/ MARTIN L. FLANAGAN President; Director February 22, 2013
Martin L. Flanagan
Senior Managing Director and Chief Financial Offi¢@rincipal
/s/ LOREN M. STARR Financial Officer) February 22, 2013
Loren M. Starr
Group Controller and Chief Accounting Officer (Ruiipal
/s/ RODERICK G.H. ELLIS Accounting Officer) February 22, 2013
Roderick G.H. Ellis
/s/ REX D. ADAMS Chairman and Director February 22, 2013
Rex D. Adams
/s/ SIR JOHN BANHAM Director February 22, 2013
Sir John Banham
/s/ JOSEPH R. CANION Director February 22, 2013
Joseph R. Canion
/s/ C. ROBERT HENRIKSON Director February 22, 2013
C. Robert Henrikson
/s/ BEN F. JOHNSON, IlI Director February 22, 2013
Ben F. Johnson, IlI
/s/ DENIS KESSLER Director February 22, 2013
Denis Kessler
/s/ EDWARD P. LAWRENCE Director February 22, 2013
Edward P. Lawrence
/sl J. THOMAS PRESBY Director February 22, 2013

J. Thomas Presby
/sl PHOEBE A. WOOD Director February 22, 2013

Phoebe A. Wood
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We consent to the incorporation by reference irfdllewing Registration Statements:

(1) Registration Statement (Form S-8 No. 3%2864) pertaining to the No.3 Executive Share @ptcheme, 2000 Share Option Plan, Internai
Sharesave Plan, 1997 Sharesave Scheme, Irish &auelan, 2003 Share Option Plan (Canada), Petpétag@proved Share Option Scheme, and Trit
Executive Stock Option Plan of Invesco Ltd.,

(2) Registration Statement (Form S-8 No. 38B609) pertaining to the Global Stock Plan, Noxgdutive Share Option Scheme, and Internat
Sharesave Plan of Invesco Ltd.,

(3) Registration Statement (Form S-8 No. 333-98@&maining to the AMVESCAP Sharesave Plan of Inedsd.,

(4) Registration Statement (Form S-8 No. 38®02) pertaining to the AMVESCAP Global Stock Rldme Executive Share Option Scheme, the
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financial reporting of Invesco Ltd., included inginnual Report (Form 10-K) of Invesco Ltd. foetiiear ended December 31, 2012.

/sl Ernst & Young LLI

Atlanta, GA
February 22, 2013



1.

2.

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Martin L. Flanagan, certify that:
| have reviewed this Annual Report on FormKL6f Invesco Ltd.

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtede a material fact necessary to make the stattsrmade, |
light of the circumstances under which such statésneere made, not misleading with respect to #réod covered by this report;

Based on my knowledge, the financial statements,cainer financial information included in this repdairly present in all material respects theafigial conditior
results of operations and cash flows of the resyigtas of, and for, the periods presented in dpsrt;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined oh&mge Act Rules 13a-
15(e) and 15d-15(e)) and internal control overrfiial reporting (as defined in Exchange Act Rulga-15(f) and 15d-15(f)) for the registrant and have

a) Designed such disclosure controls and proceduresaused such disclosure controls and proceduries ttesigned under our supervision, to ensurenthigria
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyusthers within those entities, particularly durithg period il
which this report is being prepared;

b) Designed such internal control over financial réjpgr or caused such internal control over finahéporting to be designed under our supervisiorprovide
reasonable assurance regarding the reliabilitynantial reporting and the preparation of finansi@tements for external purposes in accordande geterall
accepted accounting principles;

c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedisnréport our conclusions about the effectivendsghe
disclosure controls and procedures, as of the &titegeriod covered by this report based on swekuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting thedcurred during the registrant's most recent figoarter (th
registrant's fourth fiscal quarter in the case mfaanual report) that has materially affected,soreiasonably likely to materially affect, the réxgist's intern:
control over financial reporting; and

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamtexhal control over financial reporting, to tregistrant's audito
and the audit committee of registrant's board wfadors (or persons performing the equivalent fomsi):

a) All significant deficiencies and material weaknesgethe design or operation of internal contradrofinancial reporting which are reasonably likedyadversel
affect the registrant's ability to record, processnmarize and report financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdetin the registrant's internal control overaficia
reporting.
February 22, 2013 /sl MARTIN L. FLANAGAN

Martin L. Flanagan
President and Chief Executive Officer




1.

2.

Certification Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

Loren M. Starr, certify that:
| have reviewed this Annual Report on FormKL6f Invesco Ltd.

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtede a material fact necessary to make the stattsrmade, |
light of the circumstances under which such statésneere made, not misleading with respect to #réod covered by this report;

Based on my knowledge, the financial statements,cainer financial information included in this repdairly present in all material respects theafigial conditior
results of operations and cash flows of the resyigtas of, and for, the periods presented in dpsrt;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined oh&mge Act Rules 13a-
15(e) and 15d-15(e)) and internal control overrfiial reporting (as defined in Exchange Act Rulga-15(f) and 15d-15(f)) for the registrant and have

a) Designed such disclosure controls and proceduresaused such disclosure controls and proceduries ttesigned under our supervision, to ensurenthigria
information relating to the registrant, includirtg consolidated subsidiaries, is made known toyusthers within those entities, particularly durithg period il
which this report is being prepared;

b) Designed such internal control over financial réjpgr or caused such internal control over finahéporting to be designed under our supervisiorprovide
reasonable assurance regarding the reliabilitynantial reporting and the preparation of finansi@tements for external purposes in accordande geterall
accepted accounting principles;

c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedisnréport our conclusions about the effectivendsghe
disclosure controls and procedures, as of the &titegeriod covered by this report based on swekuation; and

d) Disclosed in this report any change in the regmisanternal control over financial reporting thedcurred during the registrant's most recent figoarter (th
registrant's fourth fiscal quarter in the case mfaanual report) that has materially affected,soreiasonably likely to materially affect, the réxgist's intern:
control over financial reporting; and

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamtexhal control over financial reporting, to tregistrant's audito
and the audit committee of registrant's board wfadors (or persons performing the equivalent fomsi):

a) All significant deficiencies and material weaknesgethe design or operation of internal contradrofinancial reporting which are reasonably likedyadversel
affect the registrant's ability to record, processnmarize and report financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdetin the registrant's internal control overaficia
reporting.

February 22, 2013 /sl LOREN M. STARR
Loren M. Starr
Senior Managing Director and Chief Financial Office




CERTIFICATION OF MARTIN L. FLANAGAN
PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with Invesco Ltd.'s (the “Companyi#ual Report on Form 10-K for the period ended Dewer 31, 2012 (the “Report”), Martin L. Flanagan, do here
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 2@@&,to my knowledge:
1.  the Report fully complies with the requirementsSeiction 13(a) or 15(d), as applicable, of the SeesrExchange Act of 1934; a

2. theinformation contained in the Report fairly mess, in all material respects, the financial cbadiand results of operations of the Compa
February 22, 2013 /sl MARTIN L. FLANAGAN

Martin L. Flanagan
President and Chief Executive Officer




CERTIFICATION OF LOREN M. STARR
PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with Invesco Ltd.'s (the “Company”hrual Report on Form 10-K for the period ended Demer 31, 2012 (the “Report”), Loren M. Starr, do herel
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 2@@&,to my knowledge:
1.  the Report fully complies with the requirementsSeiction 13(a) or 15(d), as applicable, of the SeesrExchange Act of 1934; a

2. theinformation contained in the Report fairly mess, in all material respects, the financial cbadiand results of operations of the Compa
February 22, 2013 /sl LOREN M. STARR

Loren M. Starr
Senior Managing Director and Chief Financial Officer




