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KPMG LLP
303 East Wacker Drive
Chicago, IL 60601-5212

Independent Auditors’ Report

To the Board of Directors
AMCORE Investment Services, Inc.:

We have audited the accompanying statements of financial condition of AMCORE Investment Services,
Inc. (the Company), which is a second-tier wholly owned subsidiary of AMCORE Financial, Inc., as of
December 31, 2005 and 2004 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act
of 1934. These statements of financial condition are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these statements of financial condition based on our audits.

We conducted our audits 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 statement of financial condition is free of material misstatement. Our audit included
consideration of internal controls over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances but not for the purposes of expressing an opinion on the effectiveness of
the Company’s internal controls over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidencé supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as e valuating the o verall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the statements of financial condition referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2005 and 2004 in conformity with U.S.
generally accepted accounting principles.

KPMe LLP

February 17, 2006

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



AMCORE INVESTMENT SERVICES, INC.
Statements of Financial Condition
December 31, 2005 and 2004

Assets 2005 2004

Cash and cash equivalents $ 541,934 607,953
Deposit with clearing broker : 50,000 50,000
Commissions receivable : 215,465 214,150
Prepaid expenses and other assets 81,646 63,340
Due from AMCORE Bank, N.A. : 74,376 —
Due from AMCORE Investment Group, N.A. 4,824 21,000

Equipment, at cost, net of depreciation v
of $67,469 in 2005 and $67,073 in 2004 : 661 1,058
Total assets 3 968,906 957,501

Liabilities and Stockholder’s Equity

Current liabilities:

Accounts payable and accrued expenses S 268,906 241,519
Due to AMCORE Bank, N.A. ‘ — 15,982
Total liabilities ' 268,906 257,501

Stockholder’s equity:
Common stock, $1 par value. Authorized 1,000 shares;

issued and outstanding 100 shares 100 100
Additional paid-in capital : 699,900 699,900
Total stockholder’s equity 700,000 700,000

Total liabilities and stockholder’s equity $ 968,906 957,501

See accompanying notes to financial statements.



AMCORE INVESTMENT SERVICES, INC.
Notes to Financial Statements

December 31, 2005 and 2004

(1) General Information and Summary of Significant Accounting Policies

(a)

()

(c)

(d)

(e)

General

AMCORE Investment Services, Inc. (the Company) is a wholly owned subsidiary of AMCORE
Investment Group, N.A. (AIGNA), which is a wholly owned subsidiary of AMCORE Financial, Inc.
(AFID). The Company conducts business as a broker/dealer in securities. Additionally, the Company
sells annuity products. These services are offered to individual and institutional customers at all
AMCORE Bank, N.A. (Bank) branch locations, which is a wholly owned bank subsidiary of AFIL.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the Securities
and Exchange Commission and, accordingly, is exempt from the remaining provisions of that Rule.
Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company clear all transactions
on behalf of customers on a fully disclosed basis with a clearing broker/dealer, and promptly
transmit all customer funds and securities to the clearing broker/dealer. The clearing broker/dealer
carries all of the accounts of the customers and maintains and preserves all related books and records
as are customarily kept by a clearing broker/dealer.

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

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts in the financial statements and the accompanying notes. Actual results could
differ from those estimates.

Securities Transactions

Proprietary securities transactions (securities owned), commission revenue, and related expense are
recorded on the trade date basis.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash equivalents include cash in a Bank checking deposit
account and shares of money market mutual funds.

Commissions Receivable

Commissions receivable represent amounts due to the Company from its clearing broker/dealer
relating to customer securities transactions introduced by the Company as well as amounts due from
insurance agencies related to the sale of annuity products. Commissions receivable include 12B-1
fees.

Equipment

Equipment is stated at cost, net of accurnulated depreciation. Depreciation is computed by the
straight-line method over the useful life of the applicable equipment.

3 (Continued)
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AMCORE INVESTMENT SERVICES, INC.
Notes to Financial Statements
December 31, 2005 and 2004

(g¢) Income Taxes

The results of operations are included in the consolidated federal and state income tax returns of AFI.
Federal and state income taxes of the Company are based on the Company’s taxable income and
AFT’s statutory rates. Amounts due or owed are settled with AFI on a quarterly basis.

Deferred income taxes result from temporary differences in the basis of assets and liabilities for
income tax and financial statement purposes. These differences relate primarily to different deferred
compensation bases for income tax and financial statement purposes and the use of accelerated
depreciation methods for income tax purposes. Deferred income taxes totaled $115 and $174 at
December 31, 2005 and 2004, respectively, and are included in accounts payable and accrued
expenses in the statements of financial condition.

Management believes that it is more likely than not that any deferred tax assets will be fully realized;
therefore, no valuation allowance has been recorded at December 31, 2005 and 2004.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of a minimum amount of net capital and requires that the
ratio of aggregate indebtedness to net capital shall not exceed 15 to 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
10to 1. ‘

At December 31, 2005, the Company’s net capital totaled $393,222 and the net capital requirement was
$250,000. The Company’s ratio of aggregate indebtedness to net capital at December 31, 2005 was .77.

Related-party Transactions

By arrangement, the Company remits all excess revenues, after deducting all expenses of the Company, to
the Bank. Such amounts are reported as shared revenues to affiliates in the statements of income. Amounts
due from (due to) the Bank at December 31, 2005 and 2004 were $74,376 and ($15,982), respectively.

For the years ended December 31, 2005 and 2004, the Company earned $173,001 and $279,498,
respectively, in revenue related to the sales of the Vintage Mutual funds,

The Company occupies space owned by and pays rent to the Bank. Rent expense for both years ended
December 31, 2005 and 2004 was $66,648.

Management fees, included in other operating expense, totaled $239,652 and $180,057 for the years ended
December 31, 2005 and 2004, and are allocated on a pro rata basis to the Company and are remitted to the
Bank for services rendered.

4 (Continued)
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AMCORE INVESTMENT SERVICES, INC.
Notes to Financial Statements
December 31, 2005 and 2004

At December 31, 2005 and 2004, the Company had cash of $28,271 and $33,903, respectively, on deposit
with the Bank. In addition, the Company held 481,593 and 542,809 units of the Vintage Liquid Assets
Fund, which is a money market mutual fund, at December 31, 2005 and 2004, respectively. Investors
Management Group, Ltd., the investment advisor of the Vintage Liquid Assets Fund was an affiliate of
AIGNA until its sale on December 30, 2005.

Off-balance Sheet and Concentration of Crédit Risk

As discussed in note 1, the Company’s customer securities transactions are introduced on a fully-disclosed
basis with its clearing broker/dealer. The clearing broker/dealer carries all of the accounts of the customers
of the Company and is responsible for execution, collection, and payment of funds, and receipt and
delivery of securities relative to customer transactions. Off-balance sheet risk exists with respect to these
transactions due to the possibility that customers may be unable to fulfill their contractual commitments
wherein the clearing broker/dealer may charge any losses it incurs to the Company. The Company seeks to
minimize this risk through procedures designed to monitor the credit worthiness of its customers and to
ensure that customer transactions are executed properly by the clearing broker/dealer.

Employee Benefit Plans

The Company participates in the AMCORE Financial Security Plan (the Security Plan), a qualified profit
sharing plan under Section 401(a) of the Internal Revenue Code. The Security Plan offers participants a
personal retirement account funded by company contributions and a personal savings account 401(k)
funded by employee 401(k) contributions and company matching amounts. The expense related to the
Security Plan for the years ended December 31, 2005 and 2004 was $152,296 and $154,449, respectively.

Contingencies

Management believes that no litigation is threatened or pending in which the Company faces potential loss
or exposure which will materially affect the Company’s financial position or results of operations.



