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;’l ERNST&YOUNG & Ernst & Young 1 & Phone: (404) 874-8300
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600 Peachuee Strest
Atlanta, Georgia 30308-2215

Report of Independent Registered Public Accounting Firm

The Stockholder and Board of Directors
AMVESCAP Services, Inc.

We have audited thc accompanying statement of financial condition of AMVESCAP
Services, Inc. (the “Company™) as of December 31, 2004. This statement of financial
condition is the responsibility of the Company’s management. Our responsibility 1s to
express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the staternent of financial condition is free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that arc appropriate in the
circumnstances, but not for the purposc of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a tcst basis, evidence supporting the
amounts and disclosures in the statement of financial condition, assessing the accounting
principles used and significant estimates made by management, and evaluating the
overal] statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all

material respects, the financial position of AMVESCAP Services, Inc. at December 31,
2004, in conformity with accounting principles generally accepted in the United States.

Enrct ¢ MLL?

Fcbruary 14, 2005

0£02-0618695 A Member Practice of Ernst & Yaung Global |




AMVESCAP Services, Inc.

Statement of Financial Condition

December 31, 2004

Assets

Cash and cash equivalents $1.260,770
Receivables from clearing broker 51,089
Prepaid expenses 128,756
Receivable from affiliate 253,701
Receivables from customers 572,179
Total assets 32,266,495
Liabilities and stockholder’s equity

Income taxes payable $ 89,881
Accounts payable to product sponsors 685,647
Payable to affiliate 304,130
Accrued cxpenses 17,032
Total liabilities $1,096,690
Stockholder’s equity 1,169,805
Total liabilities and stockholder’s equity $2,266,495

See accompanying notes.
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AMVESCAP Services, Inc.

Notes to Statement of Financial Condition

December 31, 2004

1. Organization

Prior to 2001, AMVESCAP Services, Inc. (the “Company”) was a registered
broker-dealer operation uscd solely for the distribution of securities of investment
companies. In September 2001, the Company received approval tfrom the National
Association of Securities Dealers ("NASD”) to cngage in transactions of additional
products, including general equiry sccurities, municipal securities and options. The
Company, however, is not currently engaged in municipal securities or options
transactions.

The Company maintains an agreement with ADP Clearing and Outsourcing, Inc.
(*ADP”), formerly US Clearing (“USC”), for clearing services on a fully disclosed basis
for accounts introduced by the Company.

On September 5, 2002, the Company reccived approval from the NASD to participate as
a member of the National Sccurities Clearing Corporation to clear transactions in
securities of investment companies initiated by plan fiduciaries serviced by the
Company’s parent, AMVESCAP Retirement, Inc. (the “Parent”), only.

The Company is a wholly owned subsidiary of the Parent, which is wholly owned by
AMVESCAP Group Services, Inc. (“AGS”). The ultimate U.S. parent 1s AVZ, Inc.
(“*AVYZ™), which 1s wholly owned by AMVESCAP PLC (“PLC").

2. Summary of Significant Accounting Principles
General

The statement of financial condition has been prepared in conformity with accounting
principles generally accepted in the United States (“GAAP”). The preparation of this
statement of financial condition in conformity with GAAP rcquires management to make
estimates and assumptions that affect amounts reported in the statement of financial
condition and accompanying notes. Management bclieves that the estimates utilized in
preparing its statement of financial condition arc reasonable and prudent. Actual results
could differ from those estimates.

0502-0618885 3



AMVESCAP Services, Inc.

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Principles (continued)
Cash and Cash Equivalents

The Company considers shares of mumal funds which invest primarily in highly liquid
instruments purchased with a maturity of three months or less to be ¢ash equivalcents. The
Company owns shares of a money market mutual fund managed by an affiliate in the
amount of $691,435 at December 31, 2004.

Included in the cash and cash equivalents balance at December 31, 2004 is $140,000 cash
subject to withdrawal reswictions and $113,468 of cash segregated and secured in
accordance with federal and other regulations.

Income Taxes

AVZ and its subsidiaries file a consolidated federal income tax return. Each North
American subsidiary is charged or credited by AVZ with an amount equivalent to the
federal income tax expense or benefit as computed on a separate-return basis. The
Company files a separate return for state income tax purposes. Amounts due to AVZ for
federal income taxes are included in income taxes payable in the accompanying
statement of financial condition.

The Company uses the asset and liability method of accounting for income taxes. Using
this method, deferred taxes are determined based on the difference between the financial
staternent and tax bases of assets and liabilities using enacted tax rates currently in effect.
Deferred tax expense represents the change in the net deferred tax liability.

3. Income taxes

The Company has no deferred tax assets or liabilities at December 31, 2004.

0502-0818695 4



AMVESCAP Services, Inc.

Notes to Statement of Financial Condition (continued)

4, Related-Party Transactions

At December 31, 2004, the Company had a payable to affiliates of $304,130. This
amount is non-interest bearing and due upon demand. At December 31, 2004, the
Company had a receivable from affiliates of $253,701. This amount is non-interest-
bearing and due upon demand.

5. Net Capital and Reserve Requircments and Other Regulatory Matters

The Company is subject to the Securities and Exchange Comnussion Uniform Net
Capital Rule 15¢3-1. This regulation requires both the maintenance of a minimum level
of net capital as well as a ratjo of aggregate indebtedness to net capital, both as defined.
At December 31, 2004, the Company had net capital, as defined, of $770,719, which was
$520,719 in excess of its required minimum nct capital of $250,000. The Company’s
ratio of aggregate indebtedness to net capital was 142% at December 31, 2004.

For the year ended December 31, 2004, the Company was exempt from the provisions of
the Secunties and Exchange Commission’s Rule 15¢3-3 under paragraphs (k)(2)(1) and
(k)(2)(ii). The (k)(2)(i) provision includes establishing a customer cash account for the
exclusive benefit of the customer which the Company utilizes for the transactions
initiated by plans serviced by the Company’s Parent only. Included in cash at
December 31, 2004 1s $113,468 of cash segregated and securcd in accordance with
federal and other regulations.

For all remaining transactions, AS] did not hold customer cash or securities and cleared
all transactions with and for customers on a fully disclosed basis with a clearing broker
and dealer, and transmitted all customer funds and securities to the clearing broker which
carries all of the accounts for such customers. The Company does not have balances
which would be included in the reserve computation. In the opinion of management, the
Company has complied with the exemptive provisions of Rule 15¢3-3 throughout the
year ended December 31, 2004.

0502-0618605 5
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