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PART |

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. In addition, Janus Capital Group Inc. and its subsidiaries (collectively,
“JCG” or the “Company”) may make other written and oral communications from time to time (including, without
limitation, in the Company’s 2013 Annual Report to Stockholders) that contain such statements. Forward-looking
statements include statements as to industry trends, future expectations of the Company and other matters that do
not relate strictly to historical facts and are based on certain assumptions by management. These statements are
often identified by the use of words such as “may,” “will,” “expect, ” “helieve,” “anticipate,” “intend,” “could,” “should,”
“astimate” or “continue,” and similar expressions or variations. These statements are based on the beliefs and
assumptions of Company management based on information currently available to management. Such
forward-looking statements are subject to risks, uncertainties and other factors that could cause actual results to
differ materially from future results expressed or implied by such forward-looking statements. Important factors that
could cause actual results to differ materially from the forward-looking statements include, among others, the risks
described in Part I, ltem 1A, Risk Factors, and elsewhere in this report and other documents filed or furnished by
JCG from time to time with the Securities and Exchange Commission. JCG cautions readers to carefully consider
such factors. Furthermore, such forward-looking statements speak only as of the date on which such statements
are made. Except to the extent of the Company’s ongoing obligations under applicable securities law and stock
exchange rules, the Company undertakes no obligation to release publicly any revisions to any forward-looking
statements, to report events or to report the occurrence of unanticipated events.

ITEM 1. BUSINESS

Janus Capital Group Inc. and its subsidiaries (collectively, “JCG” or the “Company”) provide investment
management, administration, distribution and related services to financial advisors, individuals and institutional
clients through mutual funds, other pooled investment vehicles, separate accounts and subadvised relationships
(collectively referred to as “investment products”) in both domestic and international markets. Over the last several
years, JCG has expanded its business to become a more diversified manager with increased investment product
offerings and distribution capabilities. JCG provides investment management competencies across a range of
disciplines, including fundamental U.S. and global equities (growth and value), mathematical equities, fixed income
and alternatives through its subsidiaries, Janus Capital Management LLC (“Janus”), INTECH Investment
Management LLC (“INTECH”) and Perkins Investment Management LLC (“Perkins”). Each of JCG's subsidiaries
specializes in specific investment styles and has its own unique and independent perspective. JCG’s investment
products are distributed through three primary channels: retail intermediary, institutional and international. Each
distribution channel focuses on specific investor groups and the unique requirements of each group. As of
December 31, 2013, JCG managed $173.9 billion of assets for mutual fund shareholders, clients and institutions
around the globe.

Revenues are generally based upon a percentage of the market value of assets under management and are
calculated as a percentage of the daily average asset balance in accordance with contractual agreements. Certain
investment products are also subject to performance fees, which vary based on a product's relative performance as
compared to a benchmark index and the level of assets subject to such fees. Assets under management primarily
consist of domestic and international equity and fixed income securities. Accordingly, fluctuations in domestic and
international financial markets, relative investment performance, sales and redemptions of investment products,
and changes in the composition of assets under management are all factors that have a direct effect on JCG's
operating results.



Subsidiaries
Janus

Janus has managed primarily growth equity portfolios since 1969 with the introduction of the Janus Fund. Janus
has leveraged its research-driven investment philosophy and culture to other areas of the markets, including
credit-driven fixed income and diversified alternatives. Independent thinking and fundamental research are at the
core of Janus’ investment culture across the equity and fixed income investment teams. Janus believes its depth of
research, willingness to make concentrated investments when Janus believes it has a research edge and
commitment to delivering strong long-term results for its investors differentiate Janus from its competitors.

At December 31, 2013, Janus managed $80.1 billion of long-term equity assets, $28.9 billion of fixed income assets
and $1.4 billion of money market assets, or 64% of total Company assets under management.

INTECH

INTECH has managed institutional portfolios since 1987, establishing one of the industry’s longest continuous
performance records of mathematical equity investment strategies. INTECH’s unique investment process is based
on a mathematical theorem that seeks to add value for clients by capitalizing on the volatility in stock price
movements. INTECH's goal is to achieve long-term returns that outperform a specified benchmark index while
controlling risks and trading costs. At December 31, 2013, INTECH managed $47.6 billion, or 27% of total
Company assets under management.

Perkins i

Perkins has managed value-disciplined investment products since 1980, focusing on building diversified portfolios
of what it believes to be high-quality, undervalued stocks with favorable reward characteristics. With its fundamental
research and careful consideration for downside risk, Perkins has established a reputation as a leading value
manager. Perkins offers value equity investment products across a range of U.S. asset classes and global equity.
At December 31, 2013, Perkins managed $15.9 billion, or 9% of total Company assets under management.

Distribution Channels
Retail Intermediary Channel

The retail intermediary channel serves financial advisors, third-party intermediaries and retirement platforms in the
U.S. In addition, this channel serves existing individual investors who invest in JCG products through a mutual fund
supermarket or directly with JCG.

Significant investments have been made to grow the Company’s presence in the financial advisor subchannel over
the last several years, including doubling the number of external and internal field wholesalers, enhancing its
technology platform and recruiting highly seasoned client relationship managers. At December 31, 2013, assets in
the retail intermediary channel totaled $108.5 billion, or 62% of total Company assets under management.

Institutional Channel

The institutional channel serves U.S. corporations, endowments, foundations, Taft-Hartley funds and public fund
clients and focuses on distribution direct to the plan sponsor and through consultants. JCG has recently reinvested
resources to expand the firm’s institutional business with dedicated teams for consultant relations, client strategy
and service as well as external sales. Although the current asset base in this channel is weighted heavily toward
INTECH's mathematical products, the Company has steadily increased its fixed income penetration, growing fixed
income assets to $5.1 billion over the last three years. At December 31, 2013, assets in the institutional channel
totaled $41.6 billion, or 24% of total Company assets under management.



International Channel

The international channel primarily serves professional retail and institutional investors outside of the U.S.,
including central and local government pension plans, corporate pension plans, multi-managers, insurance
companies and private banks. International products are offered through separate accounts, subadvisory
relationships and Janus Capital Funds Plc, a Dublin-domiciled mutual fund trust. During 2013, JCG continued to
strategically expand its global distribution and product capabilities in the international channel. At December 31,
2013, assets in the international channel totaled $23.8 billion, or 14% of total Company assets under management.
JCG operates international offices in London, Paris, Milan, Munich, Frankfurt, The Hague, Dubai, Zurich, Singapore,
Hong Kong, Tokyo, Melbourne and Taipei.

COMPETITION

The investment management industry is relatively mature and saturated with competitors that provide services
similar to JCG. As such, JCG encounters significant competition in all areas of its business. JCG competes with
other investment managers, mutual fund advisers, brokerage and investment banking firms, insurance companies,
hedge funds, venture capitalists, banks and other financial institutions, many of which are larger, have proprietary
access to certain distribution channels, have a broader range of product choices and investment capabilities, and
have greater capital resources. Additionally, the marketplace for investment products is rapidly changing, investors
are becoming more sophisticated, the demand for and access to investment advice and information are becoming
more widespread, and more investors are demanding investment vehicles that are customized to their personal
requirements.

JCG believes its ability to successfully compete in the investment management industry will be based on its ability
to achieve consistently strong investment performance and provide truly exceptional client service and strategic
partnerships as well as continued product innovation that will best serve its clients and their needs.

REGULATION

The investment management industry is subject to extensive federal, state and international laws and regulations
intended to benefit and protect the shareholders of investment products such as those managed by JCG's
subsidiaries and advisory clients of JCG subsidiaries. The costs of complying with such laws and regulations have
significantly increased and may continue to contribute significantly to the costs of doing business as a global
investment adviser. These laws and regulations generally grant supervisory agencies broad administrative powers,
including the power to limit or restrict the conduct of businesses such as JCG’s and to impose sanctions for failure
to comply with the laws and regulations. Possible consequences or sanctions for such failure to comply include, but
are not limited to, voiding of investment advisory and subadvisory agreements, the suspension of individual
employees (particularly investment management and sales personnel), limitations on engaging in certain lines of
business for specified periods of time, revocation of registrations, disgorgement of profits, and censures and fines.
Further, such laws and regulations may provide the basis for civil litigation that may also result in significant costs
and reputational harm to covered entities such as JCG.

U.S. Regulation

JCG and certain of its U.S. subsidiaries are subject to laws and regulations from a number of government agencies
and regulatory bodies including, but not limited to, the U.S. Securities and Exchange Commission (“SEC"), the U.S.
Department of Labor (“DOL”"), the Financial Industry Regulatory Authority (‘FINRA”) and the Commodity Futures
Trading Commission (“CFTC").

Investment Advisers Act of 1940

Certain subsidiaries of JCG are registered investment advisers under the Investment Advisers Act of 1940, as
amended (the “Investment Advisers Act”) and, as such, are regulated by the SEC. The Investment Advisers Act
requires registered investment advisers to comply with numerous and pervasive obligations including, among
others, recordkeeping requirements, operational procedures, registration and reporting requirements, and
disclosure obligations. Certain subsidiaries of JCG are also registered with regulatory authorities in various
countries and states, and thus are subject to the oversight and regulation by such countries’ and states’ regulatory
agencies.



Investment Company Act of 1940

Certain of JCG’s subsidiaries act as adviser or subadviser to mutual funds, which are registered with the SEC
pursuant to the Investment Company Act of 1940, as amended (the “1940 Act”). Certain of JCG’s subsidiaries also
serve as adviser or subadviser to investment products that are not required to be registered under the 1940 Act. As
an adviser or subadviser to a registered investment company, these subsidiaries must comply with the
requirements of the 1940 Act and related regulations including, among others, requirements relating to operations,
fees charged, sales, accounting, recordkeeping, disclosure and governance. In addition, the adviser or subadviser
to a registered investment company generally has obligations with respect to the qualification of the registered
investment company under the Internal Revenue Code of 1986, as amended (the “Code”).

Broker-Dealer Regulations

JCG'’s limited purpose broker-dealer subsidiary, Janus Distributors LLC (“JD"), is registered with the SEC under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and is a member of FINRA, the securities
industry's domestic self-regulatory organization. JD is the general distributor and agent for the sale and distribution
of shares of domestic mutual funds that are directly advised or serviced by certain of JCG’s subsidiaries. The SEC
imposes various requirements on JD's operations including disclosure, recordkeeping and accounting. FINRA has
established conduct rules for all securities transactions among broker-dealers and private investors, trading rules
for the over-the-counter markets and operational rules for its member firms. The SEC and FINRA also impose net
capital requirements on registered broker-dealers.

JD is also subject to regulation under state law. The federal securities laws prohibit states from imposing
substantive requirements on broker-dealers that exceed those under federal law. This does not preclude the states
from imposing registration requirements on broker-dealers that operate within their jurisdiction or from sanctioning
these broker-dealers and their employees for engaging in misconduct.

ERISA

Certain JCG subsidiaries are also subject to the Emplioyee Retirement Income Security Act of 1974, as amended
(“ERISA"), and related regulations to the extent they are considered “fiduciaries” under ERISA with respect to some
of their clients. ERISA, related provisions of the Code and regulations issued by the DOL impose duties on persons
who are fiduciaries under ERISA and prohibit some transactions involving the assets of each ERISA plan that is a
client of a JCG subsidiary as well as some transactions by the fiduciaries (and several other related parties) to such
plans.

CFTC

In 2012, the CFTC adopted regulations that required JCG to register as a Commaodity Pool Operator (“*CPQO") and
become a member of the National Futures Association (“NFA”) in connection with the operation of certain of the
Company's products. The regulations generally impose certain registration, reporting and disclosure requirements
on CPOs and products which utilize futures, swaps, and other derivatives that are subject to CFTC regulation. The
CFTC or NFA may institute proceedings to enforce applicable rules and regulations, and violations may result in
fines, censure, or the termination of CPO registration and NFA membership.

International Regulation

JCG has increased its product offerings and international business activities over the past several years, resulting
in increased exposure to international regulation.



The Company’s international subsidiaries are subject to the laws and regulations of non-U.S. jurisdictions and
non-U.S. regulatory agencies and bodies, including the following:

Financial Conduct Authority in the United Kingdom

Central Bank of Ireland

Securities and Futures Commission of Hong Kong

Monetary Authority of Singapore

Financial Services Agency of Japan

Commissione Nazionale per le Societa e la Borsa in Italy
Federal Financial Supervisory Authority of Germany (BaFIN)
Australian Securities and Investments Commission
Financial Supervisory Commission of Taiwan

Authorité des Marchés Financiers of France

Netherlands Authority for the Financial Markets

Dubai Financial Services Authority

Canadian Provincial Securities Commissions

Financial Supervisory Service and the Financial Services Commission in Korea

These regulatory agencies have broad supervisory and disciplinary powers, including, among others, the power to
temporarily or permanently revoke the authorization to conduct regulated business, suspend registered employees,
and censure and fine both regulated businesses and their registered employees. As JCG continues to expand its
international presence, the costs and risks associated with doing business in other countries will continue to
increase.

Many of the non-U.S. securities exchanges and regulatory authorities have imposed rules (and others may impose
rules) relating to capital requirements applicable to JCG's foreign subsidiaries. These rules, which specify minimum
capital requirements, are designed to measure general financial integrity and liquidity and require that a minimum
amount of assets be kept in relatively liquid form.

EMPLOYEES

As of December 31, 2013, JCG had 1,194 full-time employees. None of these employees are represented by a
labor union.

AVAILABLE INFORMATION

Copies of JCG's filings with the SEC can be obtained from the SEC's Public Reference Room at 100 F Street, N.E.,
Washington, DC 20549. Information can be obtained about the operation of the Public Reference Room by calling
the SEC at (800) SEC-0330. The SEC also maintains an Internet site that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC at http://www.sec.gov.

JCG makes available free of charge its annual reports on Form 10-K, quarterly reports on Form 10-Q and current
reports on Form 8-K and amendments thereto as soon as reasonably practical after such filing has been made with
the SEC. Reports may be obtained through the Investor Relations section of JCG'’s website (http://ir janus.com) or
by contacting JCG at (888) 834-2536. The contents of JCG'’s website are not incorporated herein for any purpose.

JCG’s Officer Code of Ethics for Chief Executive Officer and Senior Financial Officers (including its Chief Executive
Officer, Chief Financial Officer and Chief Accounting Officer) (the “Officer Code”); Corporate Code of Business
Conduct for all employees; corporate governance guidelines; and the charters of key committees of the Board of
Directors (including the Audit, Compensation, Nominating and Corporate Governance, and Planning and Strategy
committees) are available on the Investor Relations section of JCG's website (http://ir.janus.com), and printed
copies are available to any shareholder upon request by calling JCG at (888) 834-2536. Any future amendments to
or waivers of the Officer Code will be posted to the Investor Relations section of JCG’s website.

ADDITIONAL FINANCIAL INFORMATION

See additional financial information about segments and geographical areas in Part Il, Item 8, Financial Statements
and Supplementary Data, Note 19 — Segment and Geographic Information, of this Annual Report on Form 10-K.



ITEM 1A. RISK FACTORS

JCG'’s revenues and profits are primarily dependent on the value, composition and relative investment
performance of its investment products.

Any decrease in the value, relative investment performance or amount of assets under management will cause a
decline in revenues and operating results. Assets under management may decline for various reasons, many of
which are not under JCG'’s control.

Factors that could cause assets under management and revenues to decline include the following:

* Declines in equity markets. JCG's assets under management are concentrated in the U.S. equity markets
and, to a lesser extent, in the international equity markets. As such, declines in the financial markets as a
whole or the market segments in which JCG’s investment products are concentrated will cause assets
under management to decrease.

« Declines in fixed income markets. In the case of fixed income investment products, which invest in
high-quality short-term instruments as well as other fixed income securities of varying quality and duration,
the value of the assets may decline as a result of changes in interest rates, available liquidity in the markets
in which a security trades, an issuer’s actual or perceived creditworthiness, or an issuer’s ability to meet its
obligations.

*  Redemptions and other withdrawals. Investors may reduce their investments in specific JCG investment
products or in the market segments in which JCG'’s investment products are concentrated in response to
adverse market conditions, inconsistent investment performance, the pursuit of other investment
opportunities or other factors.

*  Operations in international markets. The investment products managed by JCG may have significant
investments in international markets that are subject to risk of loss from political or diplomatic
developments, government policies, civil unrest, currency fluctuations and changes in legislation related to
foreign ownership. International markets, particularly emerging markets and frontier markets, which are
often smaller and may not have the liquidity of established markets, may lack established regulations and
may experience significantly more volatility than established markets.

* Relative investment performance. JCG’s investment products are often judged on their performance as
compared to benchmark indices or peer groups, or on an absolute return basis. Any period of
underperformance of investment products may result in the loss of existing assets and impact JCG's ability
to attract new assets. In addition, approximately 39% of the Company’s assets under management at
December 31, 2013, are subject to performance fees. Performance fees are based on each product’s
investment performance as compared to an established benchmark index over a specified period of time. If
investment products subject to performance fees underperform their respective benchmark index for a
defined period, JCG’s revenues and thus results of operations may be adversely impacted. In addition,
performance fees subject JCG’s revenues to increased volatility.

JCG's results are dependent on its ability to attract and retain key personnel.

The investment management business is highly dependent on the ability to attract, retain and motivate highly skilled
and often highly specialized technical, executive, sales and investment management personnel. The market for
qualified investment and sales professionals is extremely competitive and is increasingly characterized by the
frequent movement of portfolio managers, analysts and salespersons among different firms. Any changes to
management structure, shifts in corporate culture, changes to corporate governance authority, or adjustments or
reductions to compensation could impact JCG's ability to retain key personnel and could result in legal claims. If
JCG is unable to retain key personnel, it could adversely affect JCG’s ability to attract and retain assets under
management, results of operations and financial condition.

JCG is dependent upon third-party distribution channels to access clients and potential clients.

JCG's ability to market and distribute its investment products is significantly dependent on access to the client base
of insurance companies, defined contribution plan administrators, securities firms, broker-dealers, financial
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advisors, banks and other distribution channels. These companies generally offer their clients various investment
products in addition to, and in competition with, JCG. Further, the separate account business uses referrails from
financial planners, investment advisers and other professionals. JCG cannot be certain that it will continue to have
access to these third-party distribution channels or have an opportunity to offer some or all of its investment
products through these channels. In addition, JCG'’s existing relationships with third-party distributors and access to
new distributors could be adversely impacted by recent consolidation within the financial services industry.
Consolidation may result in increased distribution costs, a reduction in the number of third parties distributing JCG's
investment products or increased competition to access third-party distribution channels. The inability to access
clients through third-party distribution channels could adversely affect JCG's business prospects, ability to attract
and retain assets under management, results of operations and financial condition.

INTECH’s investment process is highly dependent on key employees and proprietary software.

INTECH’s investment process is based on complex and proprietary mathematical models that seek to outperform
various indices by capitalizing on the volatility in stock price movements while controlling trading costs and overall
risk relative to the index. The maintenance of such models for current products and the development of new
products are highly dependent on certain key INTECH employees. If INTECH is unable to retain key personnel or
properly transition key personnel responsibilities to others, or if the mathematical investment strategies fail to
produce the intended resuits, INTECH may not be able to maintain its historical level of investment performance,
which could adversely affect JCG'’s ability to attract and retain assets under management, results of operations and
financial condition.

The regulatory environment in which JCG operates has changed and may continue to change.

JCG may be adversely affected as a result of new or revised legislation or regulations, or by changes in the
interpretation or enforcement of existing laws and regulations. The Company has increased its product offerings
and international business activities over the past several years, resulting in increased exposure to international
regulation. The costs and burdens of compliance with these and other new reporting and operational requirements
and regulations have increased significantly and may continue to increase the cost of operating mutual funds and
other investment products, which could adversely affect JCG'’s ability to attract and retain assets under
management, results of operations and financial condition. (See Part I, Item 1, Business — Regulation, of this
Annual Report on Form 10-K.)

Any damage to JCG’s reputation could harm its business and lead to a loss of assets under management,
revenues and net income.

JCG's reputation is critical to the success of its business. Any damage to the Company'’s reputation could impede
its ability to attract and retain clients and key personnel, and could adversely affect JCG'’s ability to attract and retain
assets under management, results of operations and financial condition.

JCG’s business may be vulnerable to failures or breaches in support systems and client service functions.

The ability to consistently and reliably obtain securities pricing information, process client transactions and provide
reports and other client service to the shareowners of funds and other investment products managed by JCG, is
essential to JCG's operations. Any delays, errors or inaccuracies in obtaining pricing information, processing client
transactions or providing reports, and any other inadequacies in other client service functions could alienate clients,
result in financial loss and potentially give rise to regulatory action and claims against JCG. Any failures of the
Company's systems could adversely affect JCG's results of operations and financial condition, ability to attract and
retain assets under management, and ability to maintain confidential information relating to its clients and business
operations.

JCG’s client service capabilities as well as JCG’s ability to obtain prompt and accurate securities pricing information
and to process client transactions and reports are dependent on communication and information systems and
services provided by third-party vendors. Also, JCG’s established disaster recovery plans could suffer failures or
interruptions due to various natural or man-made causes, and the backup procedures and capabilities may not be
adequate to avoid extended interruptions. Furthermore, JCG places significant reliance on its automated systems,
thereby increasing the related risks if such systems were to fail. A failure of third-party systems or services, disaster
recovery plans or automated systems could adversely affect JCG’s ability to attract and retain assets under
management, results of operations and financial condition.
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JCG maintains confidential information relating to its clients and business operations. Authorized persons could
inadvertently or intentionally release confidential or proprietary information. Further, JCG’s systems couid be
infiltrated by unauthorized users or damaged by computer viruses or other malicious software code as a result of
cyber-attacks by computer programmers and hackers. While JCG has established business continuity plans and
risk management systems designed to prevent such cyber-attacks, there are inherent limitations in such plans and
systems including the possibility that certain risks have not been identified. JCG also cannot directly control any
cyber security plans and systems put in place by third-party service providers. Unauthorized or inadvertent
disclosure of confidential or proprietary information could be detrimental to JCG'’s reputation and lead to legal
claims, negative publicity, regulatory action, increased costs or loss of revenue, among other things.

JCG’s business is dependent on investment advisory agreements that are subject to termination,
non-renewal or reductions in fees.

JCG derives revenue from investment advisory agreements with mutual funds and other investment products. With
respect to investment advisory agreements with mutual funds, these agreements may be terminated by either party
with notice, or terminated in the event of an “assignment” (as defined in the 1940 Act), and must be approved and
renewed annually by the independent members of each fund’s board of directors or trustees, or its shareowners, as
required by law. In addition, the board of directors or trustees of certain funds generally may terminate these
investment advisory agreements upon written notice for any reason and without penalty. The termination of or
failure to renew one or more of these agreements or the reduction of the fee rates applicable to such agreements
could have a material adverse effect on JCG's revenues and profits, and the Company’s ability to attract and
maintain assets under management.

JCG'’s indebtedness could adversely affect its financial condition and results of operations.

JCG’s indebtedness could limit its ability to obtain additional financing for working capital, capital expenditures,
acquisitions, debt servicing requirements or other purposes. Debt servicing requirements increase JCG'’s
vulnerability to adverse economic, market and industry conditions; limit JCG'’s flexibility in planning for or reacting to
changes in business operations or to the asset management industry overall; and place JCG at a disadvantage in
relation to competitors that have lower debt levels. In addition, JCG's 6.119% Senior Notes due 2014 and 6.700%
Senior Notes due 2017 are subject to an increase in interest rates in the event of a credit rating downgrade by
either Standard & Poor’s (“S&P”) Rating Service or Moody’s Investors Service, Inc. (“Moody’s”). Certain of JCG's
indebtedness is also subject to repurchase at 101% of the principal balance if the Company experiences a change
of control, and in connection therewith, the applicable notes become rated below investment grade. (See Part |,
Item 8, Financial Statements and Supplementary Data, Note 7 — Debt, of this Annual Report on Form 10-K.) Any
or all of the above events and factors could adversely affect JCG’s ability to attract and retain assets under
management, results of operations and financial condition.

JCG is involved in various legal proceedings and regulatory matters and may be involved in such
proceedings in the future.

JCG is periodically involved in various legal proceedings and other regulatory matters. Possible losses could
adversely affect JCG’s ability to attract and retain assets under management, results of operations and financial
condition. Additionally, JCG has received and may receive in the future requests for information in connection with
certain investigations or proceedings from various governmental and regulatory authorities. These requests may
result in increased costs or reputational harm to the Company, which may lower sales and increase redemptions.

JCG operates in a highly competitive environment and its current fee structure may be reduced.

The investment management business is highly competitive and has relatively low barriers to entry. JCG’s current
fee structure may be subject to downward pressure due to these factors. Moreover, in recent years there has been
a trend toward lower fees in the investment management industry. Fee reductions on existing or future new
business as well as changes in regulations pertaining to its fee structure could adversely affect JCG’s results of
operations and financial condition. Additionally, JCG competes with investment management companies on the
basis of investment performance, fees, diversity of products, distribution capability, reputation and the ability to
develop new investment products to meet the changing needs of investors. Failure to compete could adversely
affect JCG's ability to attract and retain assets under management, results of operations and financial condition.



JCG has a significant level of goodwill and intangible assets that are subject to impairment.

Goodwill and intangible assets totaled $1.7 billion at December 31, 2013. The value of these assets may not be
realized for a variety of reasons, including, but not limited to, significant redemptions, loss of clients and unfavorable
economic conditions. JCG has recorded goodwill and intangible asset impairments in the past and could incur
similar charges in the future. JCG reviews the carrying value of goodwill and intangible assets not subject to
amortization on an annual basis, or more frequently if indications exist suggesting that the fair value of its intangible
assets may be below their carrying value. JCG evaluates the value of intangible assets subject to amortization
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Should such reviews indicate impairment, a write-down of the carrying value of the intangible asset
could occur, resulting in a non-cash charge that may, in turn, adversely affect JCG’s ability to attract and retain
assets under management, results of operations and financial condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

JCG's headquarters are located in Denver, Colorado. JCG leases office space from non-affiliated companies for
administrative, investment and client servicing operations in the following locations:

Denver, Glendale and Aurora, Colorado
Chicago, lllinois
Princeton, New Jersey
West Palm Beach, Florida
San Francisco, California
London

Paris

Milan

Munich

Frankfurt

The Hague

Dubai

Zurich

Singapore

Hong Kong

Tokyo

Melbourne

Taipei

In the opinion of management, the space and equipment owned or leased by the Company are adequate for
existing operating needs.

ITEM 3. LEGAL PROCEEDINGS

The information set forth in response to Item 103 of Regulation S-K under “Legal Proceedings” is incorporated by
reference from Part |l, item 8, Financial Statements and Supplementary Data, Note 16 — Litigation and Other
Regulatory Matters, of this Annual Report on Form 10-K.

ITEM 4. MINE SAFETY DISCLOSURES

None.
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PART Il
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQuITY SECURITIES
JCG Common Stock

JCG’s common stock is traded on the New York Stock Exchange (“NYSE”) (symbol: JNS). The following table sets

forth the high and low sale prices as reported on the NYSE composite tape for each completed quarter in 2013 and
2012.

2013 2012
Quarter Hiﬂ_ Low Hig_h_ Low
First $ 983 $§ 8.95 $ 955 $ 6.60
Second $ 941 $ 8.09 $ 908 $ 6.82
Third $ 987 $ 835 $ 944 $ 6.80
Fourth $ 1250 $ 8.56 $ 943 § 7.72

The following graph illustrates the cumulative total shareholder return (rounded to the nearest whole dollar) of
JCG’s common stock over the five-year period ending December 31, 2013, the last trading day of 2013, and
compares it to the cumulative total return on the S&P 500 Index and the S&P Diversified Financials index. The
comparison assumes a $100 investment on December 31, 2008, in JCG’s common stock and in each of the
foregoing indices and assumes reinvestment of dividends, if any. This table is not intended to forecast future
performance of JCG's common stock.

$250

$200 e

NAL r

$50

DOLLARS

Dec[Mar[ Jun| Sep [Dec|Mar| Jun| Sep [Dec| Mar| Jun| Sep]Dec| Mar[| Jun] Sep] Dec| Mar] Jun | Sep| Dec
08 10909109109 10|10| 10|10 [ 11§11 ]11}11{12|12|12] 121 13]13] 13} 13
=@~ Janus Capital Group Inc. (JNS) | 100 | 83 | 143|177 [ 168 | 179 111|137 | 163{ 156 | 119| 76 | 81 |{ 114 ] 101 [ 123| 113|124 | 114} 114 | 167
—— S&P 500 / Diversified Financials

SUBIND (SP637R) 100 81 | 111|139 (130 142|118 122 {137 | 140{129| 90 | 96 | 129 110[ 120| 136 | 152 | 164 | 170] 192

—&— S&P 500 Index (SP50.R) 100 | 89 | 103| 119126133 | 118|131} 146|154 | 154 | 133 | 149| 167 { 163 | 173| 172 | 191 ] 196 | 206 | 228

On December 31, 2013, there were approximately 2,871 holders of record of JCG’s common stock.
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Dividends

The payment of cash dividends is within the discretion of JCG’s Board of Directors and depends on many factors,
including, but not limited to, JCG’s results of operations, financial condition, capital requirements, restrictions
imposed by financing arrangements, general business conditions and legal requirements.

On December 10, 2012, JCG's Board of Directors declared a regular quarterly cash dividend of $0.06 per share,
which was paid on December 31, 2012, to stockholders of record at the close of business on December 21, 2012.
This accelerated quarterly cash dividend was in place of the quarterly cash dividend scheduled to be declared in
January 2013.

On April 18, 2013, JCG'’s Board of Directors approved an increase of $0.01 per share, or 17%, in the Company’s
regular quarterly dividend. The approved quarterly rate of $0.07 per share represents an expected annualized
dividend rate of $0.28 per share of common stock.

On January 21, 2014, JCG's Board of Directors declared a regular quarterly cash dividend of $0.07 per share,
which was paid on February 21, 2014, to stockholders of record at the close of business on February 7, 2014. This
quarterly rate represents an annualized dividend payout of $0.28 per share of common stock.

The following cash dividends were declared and paid during 2013:

Record date Payment date Dividend per share
May 10, 2013 May 24, 2013 $0.07
August 9, 2013 August 23, 2013 $0.07
November 8, 2013 November 22, 2013 $0.07

JCG declared and paid one $0.05 per share dividend and four $0.06 per share dividends in 2012, and three
$0.05 per share dividends in 2011.

Common Stock Repurchases

JCG's Board of Directors authorized five separate $500 million share repurchase programs beginning in July 2004
with the most recent authorization in July 2008. JCG did not repurchase any of its common stock from the end of
2008 through the end of 2011.

As part of its capital and liquidity management, JCG resumed stock repurchases in the first quarter 2012 with the
intention to offset dilution resulting from stock-based compensation. During the year ended December 31, 2013,
JCG repurchased 3,419,001 shares of its common stock at an average price of $9.30 per share and a total cost of
$31.8 miillion as part of the share repurchase program. Any future repurchases of common stock will depend on
prevailing market conditions, the Company’s liquidity requirements, contractual and legal restrictions, and other
factors.

In addition to the stock repurchase programs, JCG repurchased 128,089 shares in December 2013 from
employees as part of a share withholding program to satisfy the employees’ minimum statutory income tax liabilities
attributable to the vesting of restricted stock.

12



The following table presents total 2013 JCG common stock repurchases by month as part of the share repurchase
programs:

Maximum number (or
Total number of Total number of shares (or | approximate dollar value) of
shares (or Awerage price | units) purchased as part of | shares (or units) that may yet
units) paid per share (or| publicly announced plans | be purchased under the plans
Period purchased unit) or programs or programs (end of month)
January - - - $504 million
February 61,260 $ 9.26 61,260 $503 million
March 315,089 $ 9.48 315,089 $500 million
April 373,180 $ 8.90 373,180 $497 million
May 381,182 $ 8.75 381,182 $493 million
June 282,572 $ 8.51 282,572 $491 million
July 356,900 $ 9.24 356,900 $488 million
August 363,260 $ 9.04 363,260 $484 million
September 346,136 $ 8.67 346,136 $481 million
October 375,150 $ 9.21 375,150 $478 million
November 287,250 $ 10.45 287,250 $475 million
December 405,111 $ 11.69 277,022 $472 million
Total 3,547,090 $ 9.41 3,419,001
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ITEM 6. SELECTED FINANCIAL DATA

The selected financial data below should be read in conjunction with Part I, Item 7, Management's Discussion and
Analysis of Financial Condition and Results of Operations, of this Annual Report on Form 10-K and Part Il, ltem 8,
Financial Statements and Supplementary Data, of this Annual Report on Form 10-K.

Income statement:

Year Ended December 31,

2013

2012

2011

2010

2009

(dollars in millions, except operating data and per share data)

Revenues $ 8739 $ 850.0 $ 981.9 $1,0157 $ 8487
Operating expenses @ 634.8 635.5 670.1 734.1 1,526.2
Operating income (loss) 239.1 214.5 311.8 281.6 (677.5)
Interest expense ¥ 41.1) (45.0) (51.0) (63.2) (74.0)
Other, net ¥ 11.0 14.3 (18.1) 26.6 4.7
(Loss) gain on early extinguishment of debt (13.5) (7.2) (9.9) - 5.8
Income tax provision (73.3) (64.7) (79.4) (76.4) 6.3
Net income (loss) 122.2 111.9 153.4 168.6 (744.1)
Noncontrolling interests (7.5) (9.6) (10.5) (8.7) (13.0)
Net income (loss) attributable to JCG common shareholders  § 114.7 $ 1023 $ 1429 $ 1599 $ (757.1)
Earnings (loss) per share attributable
to JCG common shareholders:
Basic $ 062 $ 056 $ 078 $ 089 $ (4.55)
Diluted $ 062 $ 055 $ 078 §$ 08 $ (4.55)
Weighted-average diluted common shares outstanding 185.9 1856.1 184.2 182.0 166.5
Dividends declared per share 7/ $ 021 $ 029 $ 015 $ 004 $ 004
Balance sheet (as of December 31):
Total assets $2,747.3 $ 2,660.4 $2,644.0 $2,726.8 $2,530.3
Long-term debt (including current portion) $ 5446 $ 5451 $ 595.2 $ 7998 $ 7920
Other non-current liabilities $ 4801 $ 4778 $ 4655 $ 4533 $ 4385
Redeemable noncontrolling interests $ 7.3 $ 429 $ 854 $ 828 $ 1011
Operating data (in billions):
Year-end assets under management $ 1739 $ 156.8 $ 148.2 $ 1695 $ 159.7
Awverage assets under management $ 1654 $ 156.3 $ 1623 $ 160.7 $ 1345
Long-term net flows © $ (197 $ (1200 $ (1220 $ (108 $ 09
(1) Revenues generally vary with average assets under management. However, revenues also include

performance fees, which vary with relative investment performance and the amount of assets subject to
such fees. Mutual fund performance fees represent up to a positive or negative 15 basis point adjustment
to the base management fee. JCG incurred negative $87.8 million of performance fees from mutual funds
during the year ended December 31, 2013, as a result of underperformance compared to the mutual funds’
respective benchmarks. JCG incurred negative $87.4 million and $20.9 million of performance fees from
mutual funds during the years ended December 31, 2012 and 2011, respectively, and earned positive
$71.0 million and $16.5 million of performance fees from mutual funds during the years ended

December 31, 2010 and 2009, respectively.
(2) Operating expenses may include impairments, restructuring, legal fees and settlement costs (net of

insurance recoveries). Impairment charges are related to goodwill, mutual fund advisory contracts and
terminated investment management relationships with assigned intangible values. Impairment charges
from the loss of JCG subadvised relationships totaled $7.7 million in 2012. Impairment charges and legal
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(3)

(4)

(5

(6)
(7)

(8)

costs (net of insurance recoveries) totaled $856.7 million and $31.4 million, respectively, in 2009. A tax
benefit of $40.6 million was also recognized as a result of the impairment of mutual fund advisory contracts
in 2009.

In June 2013, JCG entered into separate, privately negotiated exchange agreements pursuant to which
$110.0 million aggregate principal amount of JCG’s existing 3.25% Convertible Senior Notes due 2014
(“2014 Convertible Notes”) was exchanged for $116.6 million aggregate principal amount of newly-issued,
0.75% Convertible Senior Notes due 2018. In August 2013, JCG repurchased on the open market

$8.0 million aggregate principal amount of the Company'’s outstanding 6.70% Senior Notes due 2017
(“2017 Senior Notes”) for $8.9 million in cash. Interest expense declined in 2013 as a result of these
transactions.

In March 2012, JCG completed a debt tender in which $59.4 million aggregate principal amount of the
Company’s outstanding 2014 and 2017 senior notes were repurchased with cash on hand. During the
fourth quarter 2010, JCG exercised its call right on the $120.9 million carrying value of the 6.250% Senior
Notes and retired the notes in January 2011. Interest expense for 2011 and 2012 declined as a result of the
retirement of the 6.250% Senior Notes in January 2011 and the March 2012 debt tender.

In July 2009, JCG completed concurrent common stock and convertible senior notes offerings (“July 2009
issuance of convertible senior notes”). In August 2009, the combined proceeds of the common stock and
convertible senior notes offerings, together with available cash, were used to repurchase a $443.3 million
aggregate principal amount of the Company'’s outstanding 2011, 2012 and 2017 senior notes in a tender
offer (“August 2009 tender offer’). Interest expense for 2010 declined primarily as a result of the August
2009 tender offer, partially offset by interest expense associated with the July 2009 issuance of convertible
senior notes.

Other, net in 2010 included the $14.3 million cumulative effect of correcting the accounting for JCG’s
economic hedge on mutual fund share awards and a $5.8 million net gain from the sale of structured
investment vehicles. In addition, JCG recognized impairment charges of $5.2 million on available-for-sale
securities in 2009.

During the third quarter 2013, JCG repurchased on the open market $8.0 million aggregate principal
amount of the Company'’s outstanding 2017 Senior Notes for $8.9 million in cash. JCG recognized a loss of
$0.9 million on the repurchase. During the second quarter 2013, JCG recognized a $12.6 million loss on
early extinguishment of debt related to the exchange of $110.0 million aggregate principal amount of JCG’s
outstanding 2014 Convertible Notes.

During the first quarter 2012, JCG recognized a $7.2 million net loss on early extinguishment of debt as a
result of JCG repurchasing a portion of the Company’s outstanding 6.119% Senior Notes due 2014 and
2017 Senior Notes. .

During the first quarter 2011, JCG recognized a $9.9 million net loss on early extinguishment of debt as a
result of JCG exercising its call right on the $120.9 million carrying value of the 6.250% Senior Notes which
were retired on January 14, 2011. Under the terms of the call, JCG was required to pay the present value of
interest that would have been paid if the debt had remained outstanding through scheduled maturity.

During 2009, JCG recognized a $5.8 million net gain on early extinguishment of debt related to the
repurchase of a portion of the Company’s outstanding 2011, 2012 and 2017 senior notes in a tender offer.

Each component of earnings per share presented has been individually rounded.

Dividends declared in 2012 include an accelerated $0.06 per share dividend that replaced the dividend that
would have been declared in January 2013. Dividends declared in 2013 include an increase of $0.01 per
share that occurred in April 2013.

Long-term net flows represent total Company net sales and redemptions, excluding money market assets.
Money market flows have been excluded due to the short-term nature of such investments.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
2013 SUMMARY

JCG finished 2013 with assets under management of $173.9 billion, an increase of 11% from the end of 2012, as a
result of market appreciation partially offset by long-term net outflows. Long-term net outflows of $19.7 billion in
2013 were driven by redemptions in JCG's fundamental and mathematical equity strategies and reflect
underperformance in several of our largest fundamental equity strategies coupled with the effects of portfolio
manager changes.

Total revenue for JCG in 2013 of $873.9 million increased $23.9 million, or 2.8%, from 2012 as a resuit of higher
assets under management, partially offset by the continuation of negative mutual fund performance fees and lower
management fee yield.

The Company remains focused on operating efficiently as operating expenses remained relatively flat over the past
two years and totaled $634.8 million and $635.5 million in 2013 and 2012, respectively, with operating margins of
27.4% and 25.2% for those same years.

Net income attributable to JCG common shareholders for 2013 totaled $114.7 million, or $0.62 per diluted share,
compared with net income of $102.3 million, or $0.55 per diluted share, for 2012. Increased assets under
management was the main contributor to the increase in net income attributable to JCG common shareholders.

Despite total company net outflows and underperformance in several of the firm’s largest fundamental equity
strategies, JCG made significant progress on a number of strategic priorities in 2013, including:

o Continued expansion of its non-U.S. business with $23.8 billion in assets under management at
December 31, 2013, an increase of 43% from $16.7 billion of assets under management in 2012. Net
non-U.S. flows of $3 billion in 2013 compared favorably to $1 billion in flows for 2012.

e Further diversification of the business through continued growth of the fixed income business, with
$28.9 billion of fixed income assets under management at the end of 2013 compared to $26.4 billion at the
end of 2012. Net flows for fixed income strategies were positive for 2013 at $1 billion, compared to
$4 billion in 2012.

e Improving fundamental equity performance by strengthening the investment process and leadership.

e Building on the Company’s strategic alliance with The Dai-ichi Life Insurance Company (“Dai-ichi Life") and
expanding JCG'’s product distribution in the Japanese market.

JCG's focus for 2014 is to deliver strong investment performance and control expenses while continuing to invest in
the business for long-term growth as the Company seeks to become more diversified and increase its global
presence.
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INVESTMENT PERFORMANCE

Investment products are generally evaluated based on their investment performance relative to other investment
products with similar disciplines and strategies or benchmark indices.
The following table is a summary of investment performance as of December 31, 2013:

Percentage of mutual fund assets
outperforming majority of Morningstar peers (!

1-Year 3-Year 5-Year
Complex-wide mutual fund assets 46% 46% 53%
Fundamental equity mutual fund assets 38% 39% 54%
Fixed income mutual fund assets 100% 100% 53%

Percentage of strategies outperforming respective benchmarks @
1-Year 3-Year 5-Year
Mathematical equity strategies 59% 79% 42%

Percentage of complex-wide mutual funds
with 4- or 5-star overall Morningstar rating™
Complex-wide mutual funds 56%

(1) References Morningstar relative performance on an asset-w eighted basis.
(2) References relative performance, net of fees.

ASSETS UNDER MANAGEMENT
Assets Under Management and Flows

Total Company assets under management increased $17.1 billion, or 11%, from 2012, as a result of net market
appreciation of $36.9 billion offset by long-term net outflows of $19.7 billion. Long-term net flows represent total
Company net sales and redemptions, excluding money market assets. Money market net outflows were $0.1 billion
in 2013.

Fundamental equity long-term net outflows were $15.9 billion in 2013 compared with $10.4 billion in 2012. The
increase in net outflows was primarily driven by underperformance and portfolio manager changes.

JCG continued to grow its fixed income business, with positive long-term net inflows of $0.9 billion in 2013
compared to $4.0 billion in 2012. While both 2013 and 2012 had positive long-term net inflows, the year-over-year
decrease was driven by an increase in redemptions in 2013.

Mathematical equity long-term net outflows were $4.7 billion in 2013 compared with $5.6 billion in 2012. The
decrease in net outflows was primarily driven by a decrease in redemptions in 2013.
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The following table presents the components of JCG'’s assets under management (in billions):

Year ended December 31,

2013 2012 2011
Beginning of year assets $ 156.8 $ 148.2  § 169.5
Long-term sales"
Fundamental equity 17.2 17.5 20.8
Fixed income 12.6 11.6 10.7
Mathematical equity® 5.2 4.9 4.5
Long-term redemptions("
Fundamental equity (33.1) (27.9) (32.9)
Fixed income (11.7) (7.6) (5.8)
Mathematical equity® (9.9) (10.5) (9.5)
Long-term net flows(")
Fundamental equity (15.9) (10.4) (12.1)
Fixed income 0.9 4.0 4.9
Mathematical equity (4.7) (5.6) (5.0)
Total long-term net flows (19.7) (12.0) (12.2)
Net money market flows 0.1) - -
Market/fund performance 36.9 20.6 9.1)
End of year assets $ 173.9 $ 156.8 $ 148.2

(1) Excludes money market flows. Sales and redemptions of money market funds are presented net on a separate line due
to the short-term nature of the investments.

(2) 2011 gross sales and redemptions exclude the transfer of $1.1 billion within mathematical equity strategies in the first
quarter 2011.

Year ended December 31,

2013 2012 2011
Awerage assets under management
Fundamental equity $ 93.0 $ 904 § 100.6
Fixed income 277 23.9 17.6
Mathematical equity 43.3 40.6 42.6
Money market 1.4 1.4 1.5
Total $ 165.4 $ 156.3 $ 162.3
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Assets and Flows by Investment Discipline

JCG, through its subsidiaries, offers investment products based on a diversified set of investment disciplines. Janus
offers growth and core equity, global and international equity, as well as balanced, fixed income and retail money
market investment products. INTECH offers mathematical-based investment products and Perkins offers
value-disciplined investment products. Assets and flows by investment discipline are as follows (in billions):

Year ended December 31,

2013 2012 2011
Growth/Core ("
Beginning of year assets  $ 53.8 $ 49.7 $ 60.9
Sales 10.5 9.9 10.7
Redemptions (19.2) (14.8) (18.7)
Net redemptions (8.7) 4.9) (8.0)
Market/fund performance 15.7 9.0 (3.2)
End of year assets $ 60.8 3 53.8 $ 49.7
Global/International
Beginning of year assets  $ 17.9 $ 18.4 $ 27.9
Sales 3.3 3.6 4.8
Redemptions (5.6) (6.4) (7.7)
Net redemptions (2.3) (2.8) (2.9)
Market/fund performance 3.7 23 (6.6)
End of year assets $ 19.3 $ 17.9 $ 18.4
Mathematical Equity @
Beginning of year assets  $ 40.2 $ 39.9 $ 44 1
Sales 5.2 4.9 4.5
Redemptions (9.9) (10.5) (9.5)
Net redemptions 4.7) (5.6) (5.0)
Market/fund performance 12.1 5.9 0.8
End of year assets $ 47.6 $ 40.2 $ 39.9
Fixed Income "
Beginning of year assets ~ $ 26.4 $ 20.6 $ 15.3
Sales 12.6 11.6 10.7
Redemptions (11.7) (7.6) (5.8)
Net sales 0.9 4.0 49
Market/fund performance 1.6 1.8 0.4
End of year assets $ 28.9 $ 26.4 $ 20.6
Value
Beginning of year assets  $ 17.0 $ 18.1 $ 19.8
Sales 34 4.0 5.3
Redemptions (8.3) 6.7) (6.5)
Net redemptions 4.9) (2.7) (1.2)
Market/fund performance 3.8 1.6 (0.5)
End of year assets $ 15.9 $ 17.0 $ 18.1
Money Market
Beginning of year assets  $ 1.5 $ 1.5 $ 1.5
Sales 0.6 0.8 1.0
Redemptions 0.7) (0.8) (1.0)
Net redemptions 0.1) - -
Market/fund performance - - -
End of year assets $ 1.4 $ 1.5 $ 1.5

(1) Growth/core and fixed income assets reflect a 50%/50% split of the Janus
Balanced Fund between the two categories.

(2) 2011 gross sales and redemptions exclude the transfer of $1.1 billion
within mathematical equity strategies in the first quarter 2011.

19



Valuation

The value of assets under management is derived from the cash and investment securities underlying JCG’s
investment products. Investment security values are determined using unadjusted or adjusted quoted market prices
and independent third-party price quotes in active markets. JCG uses adjusted market prices to value certain
international equity securities in its domestic and non-domestic mutual funds in order to adjust for stale pricing that
may occur between the close of certain foreign exchanges and the NYSE. Security prices are adjusted based upon
historical impacts for similar post-close activity. For fixed income securities with maturities of 60 days or less, the
amortized cost method is used to determine the value. Securities for which market prices are not readily available
or are considered unreliable are internally valued using appropriate methodologies for each security type or by
engaging third-party specialists. The value of the vast majority of the equity securities underlying JCG's investment
products is derived from readily available and reliable market price quotations while the value of a majority of the
fixed income securities is derived from evaluated pricing from independent third-party providers.

The pricing policies for mutual funds advised by JCG's subsidiaries (the “Funds”) are established by the Funds’
Independent Board of Trustees and are designed to test and validate fair value measurements. Responsibility for
pricing securities held within separate and subadvised accounts may be delegated by the separate or subadvised
clients to JCG or another party. JCG validates pricing received from third-party providers by comparing pricing
between primary and secondary vendors. Any discrepancies are identified and resolved.

JCG performs a number of procedures to validate the pricing received from third-party providers. For actively traded
equity securities, prices are received daily from both a primary and secondary vendor. For fixed income securities,
prices are received daily from a primary vendor and weekly from a secondary vendor. Prices from the primary and
secondary vendors are compared to identify any discrepancies. In the event of a discrepancy, a price challenge
may be issued to both vendors. Securities with significant price changes require additional research, which may
include a review of all news pertaining to the issue and issuer and any corporate actions. All fixed income prices are
reviewed by JCG'’s fixed income trading desk in order to incorporate market activity information available to JCG's
traders. In the event the traders have received price indications from market makers for a particular issue, this
information is transmitted to the pricing vendors.

Al pricing vendors are subject to an annual on-site due diligence review that includes a detailed discussion about
the methodologies used, particularly for evaluated prices, and any changes to the methodologies.

JCG is generally not the pricing agent for securities held within separate and subadvised accounts. However, JCG
does perform a daily reconciliation between the pricing performed by the pricing agent and the pricing applied
based on JCG's procedures. Any pricing discrepancies noted are sent to the pricing agent for resolution.
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Revenues

Revenues are generally based upon a percentage of the market value of assets under management and are
calculated as a percentage of the daily average asset balance in accordance with contractual agreements. Certain
mutual funds and separate accounts are also subject to performance fees, which vary based on a product’s relative
performance as compared to an established benchmark index over a specified period of time and the level of
assets subject to such fees. Assets under management primarily consist of domestic and international equity and
debt securities. Accordingly, fluctuations in domestic and international financial markets, relative investment
performance, sales and redemptions of investment products, and changes in the composition of assets under
management are all factors that have a direct effect on JCG's operating results. The following graph depicts the
direct relationship between average assets under management and investment management revenues:
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RESULTS OF OPERATIONS

2013 Compared to 2012

Revenues
Investment Management Fees

Investment management fees increased $30.7 million, or 3.9%, primarily as a result of a 5.8% increase in average
assets under management driven by net market appreciation partially offset by long-term net outflows. Revenue
increased at a lower rate than average assets primarily due to a shift toward lower-yielding products and channels.

Performance Fees

Performance fee revenue is derived from certain mutual funds and separate accounts. Negative performance fees
increased $6.8 million, primarily from a decrease in positive performance fees on separate account assets. The
decrease in positive performance fees on separate account assets is due to an annual $6.7 million non-recurring
fee from an existing client that switched from a performance-based fee to a fixed fee in December 2012.

The following is a summary of mutual fund and separate account assets subject to performance fees as of
December 31, 2013 and 2012 (in billions):

December 31,
2013 2012

Mutual fund assets $ 543 § 540
Separate account assets $ 14.1 § 9.9

Operating Expenses
Employee Compensation and Benefits

Employee compensation and benefits increased $18.2 million, or 6.6%, primarily due to higher incentive
compensation as a result of higher profits. The company-wide incentive compensation plan is designed to link
variable compensation to operating income.

Long-Term Incentive Compensation

Long-term incentive compensation decreased $3.6 million, or 5.4%, primarily due to a $5.0 million decrease related
to forfeiture rate estimate adjustments and a net $4.0 million decrease from the vesting of awards in previous years
partially offset by awards granted in 2013. These decreases were partially offset by a $2.4 million increase due to
mark-to-market adjustments for changes in fair value of mutual fund share awards and investments related to
deferred compensation plans and a $2.3 million increase in Perkins senior profits interests awards expense. The
Perkins senior profits interests awards receive 5% of Perkins’ annual taxable income and have a terminal value
based on Perkins revenue and relative investment performance of products managed by Perkins.

On November 18, 2013, Perkins granted additional senior profits interests awards which fully vest on December 31,
2018. These senior profits interests awards receive 10% of Perkins’ annual taxable income and have a terminal
value based on Perkins revenue and relative investment performance of products managed by Perkins.

Long-term incentive awards granted during 2013 totaled $74.1 million and will generally be recognized ratably over
a four-year period. Future long-term incentive award amortization will also be impacted by the 2014 annual grant
totaling $53.7 million, which will also generally be recognized ratably over a four-year period.

Marketing and Advertising

Marketing and advertising decreased $3.4 million, or 14.4%, as JCG continued to maintain focused marketing and
advertising strategies in 2013.
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Depreciation and Amortization

Depreciation and amortization decreased $9.8 million, or 25.5%, primarily due to $7.7 million of intangible asset
impairment charges in 2012 from the loss of JCG subadvised relationships. JCG recognizes an impairment charge
equal to the unamortized value of the associated intangible asset when notification of termination is received.

Non-Operating Expenses
Interest Expense and Loss on Early Extinguishment of Debt

Interest expense declined $3.9 million, or 8.7%, primarily as a result of the exchange of $110.0 million aggregate
principal amount of JCG's existing, 3.25% Convertible Senior Notes due 2014 (“2014 Convertible Notes”) for
$116.6 million aggregate principal amount of newly-issued, 0.75% Convertible Senior Notes due 2018 (“2018
Convertible Notes”) in June 2013. JCG recognized a loss of $12.6 million related to the exchange of notes. In
August 2013, JCG also repurchased on the open market $8.0 million aggregate principal amount of the Company’s
outstanding 6.70% Senior Notes due 2017 (2017 Senior Notes”) for $8.9 million in cash. JCG recognized a loss of
$0.9 million on the repurchase.

Investment Gains, Net

The components of investment gains (losses), net for the years ended December 31, 2013 and 2012, are as follows
(in millions):

December 31,

2013 2012

Seeded investment products $ 289 $ 17.8
Noncontrolling interest on seeded investment products 3.4 2.0
Investments in advised mutual funds 8.5 8.6
Index swaps and futures contracts (37.4) (12.5)
Economic hedge for deferred compensation plans 3.0 1.3
Put spread option contracts - (6.1)
Other 0.1 -

Investment gains (losses), net $ 6.5 $ 111

Investment gains declined $4.6 million, or 41%, primarily due to losses on the Company’s seed capital economic
hedging strategy partially offset by gains on seeded investment products. The year ended December 31, 2012, also
included a $6.1 million loss generated by put spread option contracts. The put spread option contracts were
purchased to mitigate potential negative impacts on 2012 profitability in the event of a market downturn.

The seed capital hedging strategy utilizes index swaps and futures contracts to mitigate a portion of the earnings
volatility created by the mark-to-market accounting of seed capital investments. JCG may modify or discontinue this
hedging strategy at any time.

Effective January 2013, JCG discontinued the practice of economically hedging mutual fund share awards. JCG no
longer makes corresponding investments in advised mutual funds.

Income Tax Provision

JCG's income tax provision for 2013 includes the reversal of $1.3 million of income tax contingency reserves as a
result of the expiration of statutes of limitations and audit settlements, creating a net tax benefit of $0.8 million. The
2013 income tax provision also includes tax expense of $5.0 million related to expiration and vesting of certain
equity-based compensation awards.

The effective tax rate for the year ended December 31, 2013 was 37.5%. The effective tax rate for 2014 is expected
to increase as a result of previously issued stock options that will expire out-of-the-money. Although the overall rate
increase is dependent upon a variety of factors, the tax rate is expected to increase in the first quarter of 2014 to the

mid-40 percent range.
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2012 Compared to 2011

Revenues

Investment Management Fees

Investment management fees decreased $62.0 million, or 7.3%, primarily as a result of a 3.7% decrease in average
assets under management driven by long-term net outflows, partially offset by net market appreciation. Revenue

decreased at a higher rate than average assets primarily due to a product mix shift toward lower yielding fixed
income products.

Performance Fees
Negative performance fees increased $63.7 million primarily due to the timing of additional mutual funds becoming

subject to performance fees and underperformance of mutual fund assets against their benchmarks. Negative
mutual fund performance fees were partially offset by positive performance fees on separate account assets.

Operating Expenses
Employee Compensation and Benefits

Employee compensation and benefits decreased $20.4 million, or 6.9%, primarily due to lower investment team
incentive compensation as a result of lower profits.

Long-Term Incentive Compensation

Long-term incentive compensation increased $3.7 million, or 5.9%, primarily due to $13.6 million of expense from
new awards granted during 2012 and a $3.2 million mark-to-market adjustment for changes in fair value of mutual
fund share awards. These increases were partially offset by a decrease of $6.9 million in Perkins senior profits

interests awards expense. Additionally, long-term incentive compensation decreased $6.5 million from the vesting
of awards granted in previous years.

Marketing and Advertising

Marketing and advertising declined $4.4 million, or 15.7%, primarily due to lower brand positioning and advertising
expenses.

Distribution
Distribution expense declined $14.9 million, or 10.5%, as a result of a similar decrease in assets under

management subject to third-party concessions. Distribution fees are calculated based on a contractual percentage
of the market value of assets under management distributed through third-party intermediaries.

Depreciation and Amortization

Depreciation and amortization increased $5.2 million, or 15.6%, primarily due to $7.7 million of intangible asset
impairment charges from the loss of JCG subadvised relationships.

Non-Operating Expenses

Interest Expense

Interest expense declined $6.0 million, or 11.8%, primarily as a result of the retirement of the $92.2 million of
outstanding debt in the third quarter 2011 and the first quarter 2012 debt tender in which $59.4 million aggregate
principal amount of the Company’s outstanding 6.119% Senior Notes due 2014 (“2014 Senior Notes”) and 2017

Senior Notes were repurchased with cash on hand. JCG recognized a $7.2 million loss on early extinguishment of
debt related to the repurchase of these notes.
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Investment Gains (Losses), Net

The components of investment gains (losses), net for the years ended December 31, 2012 and 2011, are as follows
(in millions):

December 31,

2012 2011

Seeded investment products $ 17.8 $ (10.0)
Noncontrolling interest on seeded investment products 2.0 (1.4)
Investments in advised mutual funds 8.6 (7.2)
Index swaps and futures contracts (12.5) 1.2
Economic hedge for deferred compensation plans 1.3 -

Put spread option contracts (6.1) (1.9)
Other - (2.6)

$  11.1 $ (21.9)

Income Tax Provision

JCG's income tax provision for 2012 includes the reversal of $2.8 million of income tax contingency reserves as a
result of the expiration of statutes of limitations and audit settliements, creating a net tax benefit of $1.8 million. The
2012 income tax provision also includes tax expense of $4.3 million related to expiration and vesting of certain
equity-based compensation awards.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flows

A summary of cash flow data from continuing operations for the years ended December 31, 2013, 2012 and 2011,
is as follows (in millions):

December 31,
2013 2012 2011

Cash flows provided by (used for):

Operating activities $ 2244 $ 2089 $ 2246

Investing activities (141.7) (38.2) 21.7

Financing activities (123.3) (143.7) (259.5)
Effect of exchange rate changes on cash and cash equivalents (1.6) - -
Net change in cash and cash equivalents (42.5) 270 (13.2)
Balance at beginning of year 387.0 360.0 373.2
Cash balance at end of year $ 3445 § 387.0 § 360.0

2013 Cash Flows
Operating Activities

Fluctuations in operating cash flows are attributable to changes in working capital items, which can vary from period
to period based on the amount and timing of cash receipts and payments. in addition to changes in working capital
items, an increase in net income also contributed to the increase in cash flows from op