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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, 2006, are true and correct. 1 further swear (or affirm) that neither the company nor any partner,

proprietor, principal officer or director has any proprietary interest in any account classified solely as that of a
customer.

OFFICIAL SEAL
KRISTIE AELSTROM

NOTARY PUBLIC - STATE OF
MY COMMISSION EXPIRES:

L.

Signature

Senior Vice President, CCO, FINOP
Title

Notary Public

This report ** contains {check all applicable boxes):

(a) Facing page.

(b} Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Cash Flows.

() Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant 10 Rule 15¢3-3.

(i} Information Relating 10 the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
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 existed since the date of the previous audit.

{0) 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 Direclors
Vision Investment Services, Inc.
Rosemont, [llinois

We have audited the accompanying consolidated statement of financial condition of Vision Investment Services, Inc.
and subsidiaries (collectively, the “Company”) as of December 31, 2006 that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. This financia statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement 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 financiat condition is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the consolidated stalement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well
as evalualing the overall consolidated statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

As described in Note 9 to the consolidated stalement of financial condition, the Company changed its method of
computing stock-based employee compensation.

In our opinion, the consolidated statement of financial condition refemed to above presents fairly, in all material
respects, the financial position of Vision Investment Services, Inc. and subsidiaries as of December 31, 2006, in
conformity with accounting principles generally accepted in the United States of Americ a.

Chicago, Minois
February 19, 2007

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



Vision Investment Services, Inc. and Subsidiaries

Consolidated Statement of Financial Condition
December 31, 2006

Assets

Cash and cash equivalents

Deposits with clearing broker-dealer

Receivable from broker-dealer

Commissions receivable

Receivables, cther

Securities owned, at market value

Furniture, equipment and leasehold improvements, net of accumulated
depreciation of $69,523

Other assets

Total assets

Liabilities and Stockholder's Equity

Commissions payable
Accrued expenses and ather liabilities

Total liabilities
Commitments and contingent liahilities
Stockhotder's Equity
Common stock, $10 par value; authorized 10,000 shares;
issued and outstanding 100 shares
Additional paid-in capital
Accumulated deficit

Total stockholder’s equity

Total liabilities and stockholder's equity

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

554,129
110,000
1,378,242
79,976
144,886
101,607

71,680
162,175

2,602,695

71,97¢
677,222

749,201

1,000
2,538,767
(686,273)

1,853,494

2,602,695




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 (collectively, 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 infroducing broker-dealer in the purchase and sale of securities. Vision lnvestment Services, Inc. clears
through anather broker-dealer on a fully disclosed basis, carries no margin accounts, and does not hold funds or
securities for or owe money or securities fo cuslomers. 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)(ii} of rule 15¢3-3 of the Securities Exchange Act of
1934 and, accordingly, is exempt from the remaining provisions of that rule. Essentially, the requirements of
Paragraph (k){(2)(ii} provide that the Company clear alf transactions on behalf of customers on a fully disclosed basis
with a clearing broker-dealer, and promptly fransmit all cusiomer funds and securities to the clearing broker-dealer.
The clearing broker-dealer carries alf 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 poficies:

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
assels, liabilities and disclosure of contingent assets and liabilities al 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 consclidated financial statements include all 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 a trade
date basis.

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 eqivalents.

Fumiture, equipment and leasehold improvements: Furnilure, equipment and leasehold improvements are slated at
cost less accumulated depreciation. Depreciation is computed using the straight-line basis using estimated useful
lives of the related assets. The useful fives of all fumiture, equipment and leasehold improvements range from 2fo 7
years.

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




Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 1. Nature of Organization and Significant Accounting Policies {continued)

income taxes: The Company and its subsidiaries are included in the consolidated federal income tax return fited 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 remitied to or received from the Parent. The amount of current or
deferred taxes payable or refundable is recognized as of the date of the financial statements, utilizing currently
enacted tax laws and rates. Deferred tax expenses or benefits are recognized in the financial statements for the
changes in deferred tax liabilities or assets between years.

Stock-based compensation: The Company accounts for its equity awards in accordance with Statement of Financial
Accounting Standards No. 123(R), Share-Based Payment {Statement 123(R)). Statement 123(R) requires public
companies to recognize compensation expense related to stock-based equity awards in their income statements.
The Company participates in the Parenl’s Omnibus Incentive Plan. See Note 9 below for more information.

Other income: Cther income mainly consists of reimbursements from financial institutions for costs associated wilth
certain software applications and interest income.

Recent accounting pronouncements: In September 2006, the Financial Accounting Standards Board, the (*FASB?),
issued Statement of Financial Accounting Standard No. 157 {SFAS 157), Fair Value Measurements. SFAS 157,
among other things, defines fair value, establishes a framework for measuring fair value and expands disclosures
about fair value measurements required under other accounting pronouncements, but does not change existing
guidance as to whether or not an instrument is carried at fair value. SFAS 157 is effective for the Company on
January 1, 2008. Management is currently evaluating the provisions of SFAS 157 and its potential effect on its
financial statements.

On July 13, 2006, the FASB issued FASB interpretation No. 48, Accounting for Uncertainty in Income Taxes-an
inferpretafion of FASB Statement No. 109 (*FIN 487). FIN 4B clarifies the accounting for income taxes by
prescribing the minimum recognition threshold that a tax position must meet to be recognized in the financial
statements. FIN 48 also provides guidance on measurement, derecognition, classification, interest and penalties,
accounting in interim periods, disclosure and transition. The Company must adopt FIN 48 on January 1 2007.
Management is cumently evaluating FIN 48 and its potential effect on its financial statements.

Note 2. Related Party Transactions and Income Taxes

The Company maintains operating cash accounts at the Parent. At December 31, 2006, the Company had $553,918
in these accounts. In addition, the Company's payroll and benefits are processed bi-weekly through the Parent's
payrol! service provider. The Company remits payment direclly to the payroll service provider for its payroll.

At December 31, 2006, there was a net tax receivable from the Parent of $47,099 included in other assets on the
consglidated statement of financiat 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 two deposits with Pershing of $110,000, which is included in deposits with clearing broker-dealer in the
consolidated statement of financial condition. The Company also maintains two money market accounts with
Pershing. These accounts had a balance of $1,378,242 at December 31, 2008.



Vision Investment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 4. Benefit Plans

The Company participates in the Parent's 401(k) retirement plan and its medicat health insurance plan that covers
substantially ali employees. Veluntary contributions by participants are permitted, subject fo certain statutory
limitations. The Company makes malching 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 Contingent Liabilities

The Company rents its office space from its Parent on a month-to-month basis.

In the normat 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 poficy. Management
is of the opinion that resolution of these matters will not have a material adverse effect on the Company's financial
condition or continuing operations.

Note 6. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital rule (SEC rule 15¢3-1),
which requires the maintenance of minimum nel capital and requires that the ratio of aggregate indebledness to net
capital, both as defined, shali nol exceed 1510 1. The rule also provides thal equity capitai may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10to 1. At December 31, 2006, the Company had
net capital of $1,252,771, which was $1,202,771 in excess of its required net capitat of $50,000. The Company’s net
capital ratio was 0.6010 1.

Note 7. Consolidated Subsidiaries
The following 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 § 70000 % 95,000
Total liabilities - - -
Total stockholder's equity 3 25000 % 70000 $ 95,000

The Company computes its net capital on an unconsolidated basis. The stockholder's equity of the consolidated
subsidiaries of $95,000 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. Off-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 meeling contracted obligations. In conjunction
with the clearing broker, the Company seeks to control the risks of activiies and is required to maintain coliateral in
compliance with various regulatory and internal guidetines. Compliance with the various guidelines is monitored daily
and, pursuant to such guidelines, the Company may be required to deposit additiona! 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 futfill 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 credil standing of each counterparty with
which it conducts business.

The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of cash. The
Company maintains its cash accounts with its parent. The total cash balances of the Company are insured by the
Federal Deposil Insurance Corporation {FDIC) up to $100,000 per depositor, per bank. The Company had cash at
December 31, 2006 that exceeded the balance insured by the FDIC. The Company monitors such credit risk and
has not experienced any losses related 1o such risks.

The agreement between the Company and its cleanng broker provides that the Company is obligated to assume any
exposure related to nonperformance by its customers. The Company seeks to minimize the risk of loss through
procedures designed to monitor the creditworthiness of its customers and that transactions are executed properly by
the clearing broker.

Note 9. Stock-Based Compensation

The Company participates in the Parent’s Omnibus Incentive Plan (the *“Omnibus Plan™) which was established in
1997 and was subsequently modified. The Omnibus Plan as modified reserves 3,750,000 shares of common stock
for issuance to select employees of the Parent or any of its subsidiaries. A grant under the Omnibus Plan may be
options intended to be incentive stock options ("1SO"), non-qualified stock options {"NQSQO"), stock appreciation rights
or restricted stock. The Organization & Compensation Committee, appointed by the Board of Directors of the Parent,
administers the Omnibus Plan.

On January 1, 2006, the Company adopted the provisions of Statement of Financial Accounting Standards No.
123(R), Share-Based Payment, and elected to use the modified prospective transition method in conjunction with
stock-based compensation awards provided by the Parent. The modified prospective method requires that
compensation cost be recognized in the financial staterents for all stock option awards granted afier the date of
adoption and for all unvested stock option awards granted prior to the date of adoption. In accordance with
Statement 123(R), prior period amounts were not restated.

Outstanding options under the Omnibus Plan relaled to the Company were 19,979 as of December 31, 2006. All of
the outstanding options vest after a period of four years from their grant date. There were no stock appreciation
rights outstanding as of December 31, 2006. Outstanding restricted stock under the Omnibus Plan related 1o the
Company was 2,973 shares in 2006. The restricted shares vest over a one {o three year period.



Vision {nvestment Services, Inc. and Subsidiaries

Notes to Consolidated Statement of Financial Condition

Note 9. Stock-Based Compensation (continued)

The following table provides information about options outstanding for the year ended December 31, 2006:

Weighted
Average
Exercise
Shares Price
Qutstanding at beginning of year 14024 § 3465
Granted 6,24 K77
Exercised - -
Forfeited 339 42.70
Outstanding at end of year 19979 % 3487
Exercisable al end of year -3 -

Weighted average fair value per
option of options granted
during the year $ 8.3142

The following table provides information about restricted stock outstanding for the year ended December 31, 2006:

Number Weighted Average

of Grant Date

Shares Fair Value
Shares outstanding at December 31, 2005 882 $ 39.32
Granted 2,126 35.89

Vested - -

Forfeited (35) 4270
Shares outstanding at December 31, 2005 2973 $ 3747

Note 10. Indemnifications

in the normal course of business, the Company enters into contracts that contain a variety of representations and
warranties that provide indemnifications under certain circumstances. The Company’s maximum exposure under
these arrangements is unknown, as this would involve future claims that may be made against the Company that
have not yet occumed. The Company expects the risk of loss to be remote.

END



