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OATH OR AFFIRMATION

I, James O. Bacon , swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of _ Vision Investment Services, Inc. , as of
December 31 , 20 04 , are true and correct. I further swear (or affirm) that neither the company nor any
partner, proprletor prmc1pa1 officer or director has any proprietary interest in any account classified soley as
that of a customer, except as follows: NONE.
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Signature

Vice President, FINOP.
Title

Notary Public

—

his report ** contains (check all apphcable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Staternent of Income (Loss).
(d) Statement of Cash Flows.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
(V3] Statemeqt of Changes in Liabilities Subordinated to Claims of Creditors.
" () Computation of Net Capital :
oy (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3 3.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
/,3(])\151 Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
» 17 Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. '
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have exxsted since the date of the prev1ous audit.
(o) Independent Auditor’s Report on Internal Control
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors
Vision Investment Services, Inc.
Rosemont, Minois

We have audited the accompanying consolidated statement of financial condition of Vision Investment Services, Inc.
and subsidiaries as of December 31, 2004, that you are filing pursuant to rule 17a-5 under the Securities Exchange
Act of 1934. This consolidated statement of financial condition is the responsibility of the Company's management.
Our responsibility is to express an opinion on this consolidated statement of financial condition based on our audit. .

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated statement of financial condition is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the consolidated statement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall consolidated statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion. .

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Vision Investment Services, Inc. and subsidiaries as of December 31, 2004, in
conformity with accounting principles generally accepted in the United States of America.

/ﬁc%’//mf&m/ teo

Chicago, lllinois
February 21, 2005

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.




Vision Investment Services, Inc. and Subsidiaries

Consolidated Statement of Financial Condition

December 31, 2004
Assets
Cash and cash equivalents $ 896,773
Deposit with clearing broker ' 25,000
Receivable from broker-dealer : 1,536,061
Commissions receivable 12,742
Receivables, other 91,249
Securities owned, at market value : 33,297
Furniture, equipment and leasehold improvements, net of accumulated

depreciation of $37,716 38,915
Other assets 109,374

Total assets $ 2,743.411

Liabilities and Stockholder's Equity

Commissions payable $ 227,080
Accrued expenses and other liabilities , 326,914
Total liabilities 553,994

Commitments and Contingencies (Note 5)

Stockholder's Equity
Common stock, $10 par value; authorized 10,000 shares;
issued and outstanding 100 shares 1,000
Additional paid-in capital 2,503,301
Accumulated deficit (314,884)
Total stockholder's equity 2,189,417
Total liabilities and stockholder's equity $ 2,743,411

The accompanying notes are an integral part of this consolidated statement of financial condition.




Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 1. Nature of Organization and Significant Accounting Policies

Vision Investment Services, Inc. and subsidiaries (the Company) is a wholly owned indirect subsidiary of MB
Financial, Inc. (the Parent).

Vision Investment Services, Inc., a registered broker-dealer in securities under the Securities Exchange Act of 1934,
is an introducing broker-dealer in the purchase and sale of securities. Vision Investment Services, Inc. clears

- through another broker-dealer on a fully disclosed basis, carries no margin accounts, and does not hold funds or
securities for or owe money or securities to customers. Vision Investment Services, Inc. and its wholly owned
subsidiary, Vision Insurance Services, Inc., are both insurance agencies that sell annuities and insurance policies.
Vision Asset Management, Inc., Vision Investment Services, Inc.’s other wholly owned subsidiary, is a registered
investment advisor under the Investment Advisors Act of 1940. '

The Company operates under the provisions of Paragraph (k)(2)(i) of rule 15¢3-3 of the SEC and, accordingly, is
exempt from the remaining provisions of that rule. Essentially, the requirements of Paragraph (k)(2)(i) provide that a
broker-dealer who carries no margin accounts promptly transmits all customer funds and delivers all securities
received in connection with his activities as a broker or dealer, does not otherwise hold funds or securities for or owe
money or securities to customers and effectuates all financial transactions between the broker or dealer and his
customers through one or more bank accounts, each to be designated as Special Account for the Exclusive Benefit
of Customers of the Company. Broker-dealers operating under the provisions of (k)(2)(i) are also exempted from the
remaining provisions of rule 15¢3-3, including the requirement to make the reserve computations under rule 15¢3-3.

The following is a summary of the Company’s significant accounting policies:

Use of estimates: The preparation of financial statements in conformity with generally accepted accounting principles
requires the Company's management to make estimates and assumptions that affect the reported amounts of
assets, liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the period. Actual results could differ from those estimates.

Basis of consolidation: The Company's consolidated financial statements include alt accounts of Vision Investment
Services, Inc. and its wholly owned subsidiaries. All intercompany accounts and transactions have been eliminated
in consolidation.

Revenue recognition: The Company's primary sources of revenues are generated by commissioned sales
representatives located at financial institutions (the Parent's offices as well as third party banks and thrifts).
Commissions earned on the sale of securities and insurance products are split with the sales representatives and
participating financial institutions. Commissions and related brokerage commission expense are recorded on the
trade date.

Cash and cash equivalents: Cash on deposit, in money market funds and highly liquid investments with original
maturity of three months or less are considered cash and cash equivalents.




Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 1. Nature of Organization and Significant Accounting Policies (Continued)

Furniture, equipment and leasehold improvements: Furniture, equipment and leasehold improvements are stated at
cost less accumulated depreciation. Depreciation is computed using the straight-line basis using estimated useful
lives of the related assets. The useful lives of all furniture, equipment and leasehold improvements range from 2to 7
years.

Securities owned, at market value: Securities owned consist of corporate stock, recorded at market value.

Income taxes: The Company and its subsidiaries are included in the consolidated federal income tax return filed by
the Parent. Federal income taxes are calculated as if the companies filed on a separate return basis, and the
amount of current tax or benefit calculated is either remitted to or received from the Parent. The amount of current
taxes payable or refundable is recognized as of the date of the financial statements, utilizing currently enacted tax
‘laws and rates.

Other income: Other income mainly consists of reimbursements from financial institutions for costs associated with
certain software application and interest income for commissioned sales representatives.

Reclassification: Ending equity balances for the year ended December 31, 2003 have been adjusted to conform to
the current year presentation.

Note 2. Related Party Transactions and Income Taxes

The Company maintains operating cash accounts at the Parent. At December 31, 2004, the Company had $896,733
in these accounts. In addition, the Company’s payroll and benefits are processed bi-weekly through the Parent's
payroll service provider and the Company remits payment to the Parent for its payroll. All payroll processing
expenses are born by the Parent.

Income taxes are reported on a consolidated basis with the parent. At December 31, 2004, there was a net tax
receivabie from the Parent of $6,747, included in other assets on the consolidated statement of financial condition.

Note 3. Deposit With Clearing Broker and Receivable from Broker-Dealer

The Company has a clearing agreement with Pershing LLC (Pershing). Under this agreement, Pershing provides the
Company with certain back-office support and clearing services on all principal exchanges. The Company maintains
a deposit with Pershing of $25,000, which is recorded as a deposit with clearing broker in the consolidated statement
of financial condition. The Company also maintains two money market accounts with Pershing. These accounts had
a balance of $1,536,061 at December 31, 2004




Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note4.  Benefit Plans

The Company participates in the Parent's 401(k) retirement plan and its medica! health insurance plan that covers
substantially all employees. Voluntary contributions by participants are permitted, subject to certain statutory
limitations. The Company makes matching contributions for 100% of the first 2% and 50% of the next 2% of
participants' contributions. The Company may also make discretionary contributions.

Note 5. Commitments and Contingencies

The Company leases office space under a noncancelable operating lease. Future minimum payments under the
leases as of December 31, 2004, are as follows: ‘

2005 $ 68,551
2006 39,988
3 108,539

In the normal course of business, the Company is involved in various claims, legal actions and regulatory matters.
The Company currently has in effect a securities broker/dealer's professional liability insurance policy. Management
is of the opinion that resolution of these matters will not have a materiat adverse effect on the Company's financial
condition or continuing operations.

Note 6. Net Capital Requirements

The Company is a broker-dealer subject to the SEC's Uniform Net Capital Rule (rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 1510 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2004, the Company had net
-capital of $1,815,013, which was $1,765,013 in excess of its required net capital of $50,000. The Company's net
capital ratio was 0.31 to 1 at December 31, 2004.

Note 7. Consolidated Subsidiaries
The foliowing is a summary of certain financial information of the Company’s consolidated subsidiaries:

Vision
Insurance Vision Asset
Services, Inc.  Management, Inc. Total
Total assets - cash $ 25000 § 70,150 § 95,150
Total liabilities - - .-
Total stockholder's equity $ 25000 § 70150 ¢ 95,150

The Company computes its net capital on an unconsolidated basis. The stockholder's equity of the consolidated
subsidiaries of $95,150 is excluded in computing the Company’s net capital under rule 15¢3-1.




Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 8. Oft-Balance Sheet Risk and Concentration of Credit Risk

Securities transactions are introduced to and cleared through a clearing broker. Under the terms of its clearing
agreement, the Company is required to guarantee the performance in meeting contracted obligations. In conjunction
with the clearing broker, the Company seeks to control the risks of activities and is required to maintain collateral in
compliance with various regulatory and internal guidelines. Compliance with the various guidelines is monitored daily
and, pursuant to such guidelines, the Company may be required to deposit additional collateral or reduce positions
when necessary. '

The Company is engaged in various trading and brokerage activities whose counterparties primarily include broker-

dealers, banks, and other financial institutions. In the event counterparties do not fulfill their obligations, the

Company may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer

of the instrument. It is the Company's policy to review, as necessary, the credit standing of each counterparty with
“which it conducts business.
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