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OATH OR AFFIRMATION

I, Jeffrey C. Vreclenbregt , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
B. C. Ziegler and Company ‘

, as
of December 31 ,20_ Q3 , are true and correct. I 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, except as follows:

Signature

, CFO, Treasurer, Controller
Title

O _Zyloery”
Nefary Pubiic N. D. Zuelsdorf
My commission. expires September 16, 2007
This report ** contains (check all applicable boxes):
(a) Facing Page. -
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of &bacersimbdEOCRbCoadoom Cash Flows.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital. (Schedule I)
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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
consolidation.

(I) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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[x] (0) Auditors' Report on Internal Control Structure '

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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KPMG LLP
777 East Wisconsin Avenue
Milwaukee, Wi 53202

Independent Auditors’ Report

Board of Directors
B. C. Ziegler and Company:

We have audited the accompanying statement of financial condition of B.C. Ziegler and Company
(the Company), a wholly owned subsidiary of The Ziegler Companies, Inc., as of December 31, 2003, and
the related statements of income, stockholder’s equity, and cash flows for the year then ended that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements and the
schedule referred to below are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements and schedule 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 financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence 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
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
condition of B. C. Ziegler and Company as of December 31, 2003, and the results of its operations and cash
flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by Rule 17a-5
under the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

KPMme LP

January 30, 2004

..l . KPMG LLP, a U.S. limited liability partnership, is the U.S
member firm of KPMG international, a Swiss cooperative.
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B. C. ZIEGLER AND COMPANY

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
{in thousands except share amounts)

ASSETS

Cash and cash equivalents

Securities owned

Receivables, net of allowance of $45
Notes receivable, net of allowance of $125
Property and equipment, net

Deferred income taxes

Income taxes receivakble

Other assets

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Payable to broker-dealers

Accounts payable

Accrued compensation

Other liabilities and deferred items

Total liabilities
Commitments

Stockholder's equity:
Common stock-
Class A--$1 par, 1,150,000 shares
authorized and issued
Class B--$1 par (nonvoting), 480,000 shares
authorized, 402,000 shares issued
Additional paid-in capital
Retained earnings
Less~ Treasury stock, at cost, 1,691 shares
Class A, 63,237 shares Class B

Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes to financial statements.

$18,090
17,857
3,883
1,522
5,680
1,501
342
4,463

$53,338

$ 6,404
1,699
11,513,
2,459

22,075

1,150
402
14,908
14,998
{1958)

31,263

$53,338
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B. C. ZIEGLER AND COMPANY

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31,

2003

(in thousands)

REVENUES :
Investment banking
Commission income
Investment management and advisory fees
Net trading profits
Interest and dividends
Other income

Total revenues

EXPENSES:
Employee compensation and benefits
Communications and data processing
Promotional
Occupancy
Brokerage commissions and clearing fees
Investment manager and related fees
Professional and regulatory
Interest
Other expenses

Total expenses
INCOME BEFORE PROVISION FOR INCOME TAXES

PROVISION FOR INCOME TAXES

NET INCOME

See accompanying notes to financial statements.

- 528,394

14,908
12,075
7,767
1,472
1,746

66,362

42,928
5,772
4,695
4,212
2,819
2,012
1,295

248

1,321

65,302

1,060

223

ff

837



B. C. ZIEGLER AND COMPANY

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

(in thousands)

Additional
Common Paid-In Retained Treasury
Stock Capital Earnings Stock Total
BALANCE, December 21,

2002 $1,552 $14,908 $14,161 $(195) $30,426
Net income - - 837 - 837
BALANCE, December 31,

2003 51,552 $14,908 $14,998 $(195) $31,263

See accompanying notes to financial statements.




B. C. ZIEGLER AND COMPANY

STATEMENT OF CASH FLOWS

FOF THE YEAR ENDED DECEMBER 31, 2003
(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income s 837
Adjustments to reconcile net income to net cash
- used in operating activities:

Depreciation 1,564
i Provision for losses 225
i Gain on sale of equipment (8)
Deferred income taxes 786

- Change in assets and liabilities:
Decrease (increase) in -
Securities owned - 36,031

Receivables 187
Income taxes receivable (1,218)
- Other assets (20}
Increase (decrease) in -~
Payable to broker-dealers (21,282)
Accounts payable (251)
- Accrued compensation 945
— Other liabilities and deferred items (268)
- Net cash provided by operating activities 17,528

CASH FLOWS FRCOM INVESTING ACTIVITIES:

. Proceeds from sale of equipment 31
Payments received on notes receivable 464
Payments for issuance of notes receivable (735)
Payments for capital expenditures (1,916)
_ Net cash used in investing activities (2,1586)
- CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from short-term bank borrowing 17,100
ii Repayments of short-term bank borrowing (17,100)
L . R o
Net cash provided by financing activities -
= INCREASE IN CASH AND CASH EQUIVALENTS 15,372
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 2,718
' CASH AND CASH EQUIVALENTS AT END OF YEAR $18,090
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Interest paid during the vyear S 273
Income taxes refunded during the year $ 22
. See accompanying notes to financial statements.



.

am A ahn

(1)

(2)

B. C. ZIEGLER AND COMPANY

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003
(Dollars in thousands)

Organization and Nature of Business-

B. C. Ziegler and Company (the "Company") is a broker-dealer
registered with the Securities and Exchange Commission and is a
member of the National Association of Securities Dealers. The
Company is a Wisconsin corporation and is a wholly owned subsidiary
of The Ziegler Companies, Inc. (the "Parent"). The Company's
primary businesses include the underwriting and sale of municipal
and corporate debt securities for hospitals, continuing care
retirement facilities, other health and long-term care providers,
churches and independent schools as well as financial advisory,
investment advisory, asset management, retail brokerage, investment
trading and related financial services. These services are
provided to instituticons, businesses and retail customers
throughout the United States.

Significant Accounting Policies-

Investment Banking-

Investment banking revenues include gains, losses, and fees, net of
expenses, arising from debt securities offerings in which the
Company acts as an underwriter. Investment banking revenues also
include fees earned from providing strategic consulting, merger and
acquisition, and financial advisory services. Investment banking
management feeg are recorded on offering date, sales concessions on
settlement date, and underwriting fees at the time the underwriting
is completed and the income is reasonably determinable. Deferred
expenses on investment banking transactions not yet completed were
$364 at December 31, 2003 and are included in receivables.

Commission Income and Expenses-

Acting as an agent, the Company earns substantially all commission
income by buying and selling securities on behalf of its customers
and earning commissions on the transactions. Commission income and
related expenses are recorded on a settlement date basis which is
not materially different from trade date. Although commissions are
generally associated with individual securities transactions and
the dollar amount of the transactions, the Company alsc earns and
records commission income based on the value of the assets in the
accounts.

Investment Management and Advisory Fees-

The Company earns investment management and advisory fees for
investment advice and administrative services provided. The
Company earns fees based on the net asset value of the individual
and institutional accounts. Revenues from investment management and
advisory fees and related activities are recognized over the period
in which services are performed.
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Investment advisory and performance reporting services provided to
independent financial advisors and institutions have specific
expenses associated with those services. Those expenses include
fees paid to the investment managers, outside independent financial
advisors servicing the client, and custodial fees and clearing
expenses specifically related to the accounts. The expenses
associated with those payments are included in investment manager
and related fees.

Securities Transactions-

Securities transactions are recorded on a settlement date basis,
with related revenues and expenses recorded on a trade date basis.
In the normal course of business, the Company, like other firms in
the securities industry, purchases and sells securities as both
principal and agent. If another party to the transaction fails to
perform as agreed, the Company may incur a loss if the market value
of the security is different from the contract amount of the
transaction.

Securities owned are valued at market value oxr, in the event there
is no readily identifiable market wvalue, fair value as determined
by management using market values of similarly traded securities
and other relevant factors.

Income Taxes-

The Company is included in a consolidated Federal income tax return
filed by its Parent. The consolidated tax provision is allocated
among the Parent and its subsidiaries based on their respective
contributions to consolidated taxable income.

Certain income and expense items are accounted for in different
periods for finmancial reporting purposes than for income tax
purposes. Appropriate provisions are made in the Company's
financial statements for deferred income taxes in recognition of
these temporary differences. A valuation allowance is established
for deferred tax assets when, as determined by management, it is
more likely than not that the tax benefit will not be realized.

Depreciation-

The Company provides for depreciation of assets using the straight-
line method for financial reporting purposes and accelerated
methods for income tax purposes. Buildings are depreciated over 20
to 40 years. Furniture, fixtures, and equipment are depreciated
over 3 to 10 years. Leasehold improvements are amortized over the
lesser of the economic useful life of the improvement or the term
of the lease.

Goodwill and Other Intangible Assets-

Goodwill which represents the excess of purchase price over fair
value of net assets acquired and other intangible assets total
$2,565 as of Descember 31, 2003. The amounts are included in Other
Assets in the Statement of Financial Condition. Both the goodwill
and other intangible assets have indefinite useful lives and are
not amortized.
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The Company periodically evaluates the carrying amount of its
goodwill and other intangible assets, considering such factors as
historical profitability and projected future cash flows to
determine whether the value of the assets is impaired. During 2003
there was no impairment. :

Derivative Financial Instruments-

In accordance with Statement of Financial Accounting Standards
{("SFAS") No. 133, "Accounting for Derivative Instruments and
Hedging Activities, " as amended, derivatives are recognized at fair
value in the Statement of Financial Condition.

Cash Equivalents-

Cash equivalents are defined as unrestricted short-term investments
with original maturities within three months of the date of
purchase and money market investments.

Use of Estimates-

The Company's financial statements are prepared in conformity with
accounting principles generally accepted in the United States of
America. The preparation of financial statements reguires
management to make estimates and assumptions that affect the
reported amounts of assets and 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 reporting period. Actual results could differ from those
estimates. '

New Accounting Pronouncements-

In January 2003, the Financial Accounting Standards Board ("FASB")
issued Interpretation Number 46, "Consolidation of Variable
Interest Entities" ("Interpretation No. 46"). Interpretation No.
46 clarified the application of Accounting Research Bulletin Number
51, "Consolidated Financial Statements," to certain entities in
which equity investors do not have the characteristics of a
controlling financial interest or do not have sufficient equity at
risk for the entity to finance its activities without additional
subordinated financial support from other parties. Qualifying
special purpose entities as defined by FASB Statement Number 140,
"Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities," are excluded from the scope of
Interpretation No. 46. Interpretation No. 46 applied immediately
to all variable interest entities created after January 31, 2003
and was originally effective for fiscal periods beginning after
July 1, 2003 for existing variable interest entities. In October
2003, the FASB postponed the effective date of Interpretation No.
46 to December 31, 2003.

In December 2003, a revised version of Interpretation 46 ("Revised
Interpretation No. 46") was issued by the FASB. The revisions
clarify some requirements, ease some implementation problems, add
new scope exceptions, and add applicability judgments. Revised
Interpretation No. 46 is required to be adopted by most public
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companies no later than March 31, 2004. We are reviewing the
adoption of Revised Interpretation No. 46 and do not anticipate
that it will have a material effect on the Company financial
statements.

In April 2003, the FASB issued Statement of Financial Accounting
Standards ("SFAS") No. 149, "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities," to amend and clarify financial
accounting and reporting for derivative instruments, including certain
derivative instruments embedded in other contracts and for hedging
activities under FASB Statement No. 133, "Accounting for Derivative
Instruments and Hedging Activities." In addition, SFAS No. 149 requires
that contracts with comparable characteristics be accounted for
similarly. SFAS No. 149 is effective for contracts entered into or
modified after June 30, 2003 (with certain exceptions) and for hedging
relationships designated after June 30, 2003. The adoption of SFAS No.
149 did not have a material effect on the Company financial statements.

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and
Equity." SFAS No. 150 establishes standards regarding the manner in
which an issuer classifies and measures certain types of financial
instruments having characteristics of both liabilities and equity.
Pursuant to SFAS No. 150, such freestanding financial instruments (i.e.,
those entered into separately from an entity's other financial
instruments or equity transactions or that are legally detachable and
separately exerxrcisable) must be classified as liabilities or, in some
cases, assets. In addition, SFAS No. 150 requires that financial
instruments containing obligations to repurchase the issuing entity's
equity shares and, under certain circumstances, obligations that are
settled by delivery of the issuer's shares, be classified as
liabilities. S¥AS No. 150 amends SFAS No. 128, "Earnings Per Share," and
SFAS No. 133, "Accounting for Derivative Instruments and Hedging
Activities," and nullifies (or partially nullifies) various EITF
(Emerging Issue Task Force) consensuses. SFAS No. 150 is effective for
financial instruments entered into or modified after May 31, 2003 and
for contracts in existence at the start of the first interim period
beginning after June 15, 2003. The adoption of SFAS No. 150 did not
have a material effect on the Company financial statements.

Securities Owned-

Securities owned consists of trading securities at market value, as
follows:

Municipal bond issues $12,924
Preferred stock 3,171
Other 1,762

$17,857

Municipal bond issues consist primarily of revenue bonds issued by
state and local governmental authorities related to health care
facilities. 1Included in municipal bond issues at December 31, 2003 are
$7,102 from one Wisconsin issuer and $2,081 from one issuer in
Minnesota.
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Property and Equipment-

Property and equipment consists of the following:

Property and equipment:

Land and improvements s 346
Buildings 4,727
Furniture and equipment 13,716
Leasehold improvements 1,159
Property and equipment, at cost 19,9548
Less accumulated depreciation (14,268)
Property and equipment, net s 5,680

Total depreciation expense related to property and equipment was
$1,564 in 2003.

Payable to Broker-Dealers-

The Company clears its proprietary and customer transactions through
other broker-dealers on a fully disclosed basis. The relationship
with the clearing brokers results in amounts payable for transaction
processing, inventory purchases and losses on securities transactions
offset by fees earned, commissions, inventory sales and profits on
securities trahsactions. The amount payable to the clearing broker
is $6,397 at December 31, 2003, relates primarily to the financing of
inventory and is collateralized by securities with a market value of
816,967 owned by the Company. Interest expense incurred on this
financing arrangement in 2003 was $184 The interest rate on this
financing arrangement is approximately 1.4% at December 31, 2003.

Related Party Transactions-

The Company has an unsecured financing arrangement with the Parent
whereby the Company can borrow up to $10,000 on a continuous basis
to fund its operations. Interest on such borrowings is variable at
the prime rate which was 4.0% at December 31, 2003. Total interest
expense incurred under this arrangement in 2003 was zero. The
Company had no amounts outstanding under this arrangement during
2003.

As permitted by the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15c¢3-1), in order to enable the Company to
complete specific underwritings, the Company also borrows from the
Parent under a Temporary Subordinated Loan Agreement (the
"Agreement"). The Company may borrow up to $20,000 under this
Agreement. Interest on such borrowings is variable at the prime rate.
Principal and interest payments on these loans are subordinate to all
claims of present and future creditors of the Company. These loans
are outstanding 45 days or less. The Company had no amounts
outstanding under this Agreement during 2003.

The Company sponsors the North Track family of mutual funds (the

“Funds") . Certain Company officers also serve as officers of the Funds.

The Company provides administrative, distribution, and investment
advisory services for the Funds. Total fees for services earned from
the Funds approximated $6,554 in 2003 and are included in investment
management and advisory fees in the Statement of Income. Amounts due
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from the Funds were $1,271 and are included in receivables in the
Statement of Financial Condition.

The Company provided limited equity trading and leased office space
to EnvestnetPMC, a subsidiary of The EnvestNet Group, Inc.
("EnvestNet"). Total fees for these services were $110 in 2003.
The Parent has a minority interest in EnvestNet.

The Company provides asset management services for the Parent for a
fee. Total fees for such services were $366 in 2003. The Company
received accounting and management fees from two partnerships
sponsored by the Parent and managed by the Company. Total fees
received were $33 in 2003.

The Company, in order to attract gqualified investment .consultants
to the retail brokerage operation, has extended credit to certain
investment consultant employees and former employees. The credit
is in the form of notes signed by the individuals. The balance of
notes receivable, net of allowances for uncollectable amounts, is
$1,072 as of December 31, 2003. The notes vary in maturity from
one to five years, maturing in 2004 to 2008, and are at a market
rate of interest ranging from 1.6% to 4.8%.

Line of Credit-

The Company shares a bank line of credit with the Parent totaling
$20,000. In accordance with normal banking practice, this line may
be withdrawn at the discretion of the lender. The Company is
required to maintain $330 as a compensating balance as of

December 31, 2003 and there is no legal restriction on the
withdrawal of this balance. The interest rate is the 30-day LIBOR
plus 275 basis points which was 3.9% at December 31, 2003.

Interest expense incurred in 2003 on this facility was not
significant. There were no borrowings outstanding by the Company or
the Parent at December 31, 2003.

Retirement Plans-

The Company maintains a contributory profit sharing plan covering
substantially all full-time employees. The plan provides for a
guaranteed Company match equal to 50% of employee contributions up
to 6% of defined compensation and a discretionary annual Company
contribution up to 6% of defined compensation for the year. The
annual Company contributions are at the discretion of the board of
directors. Contribution expenses were $1,259 in 2003, which were
for guaranteed matching contributions and a 3% discretionary annual
contribution.

Income Taxes-

The income tax provision for the year ended December 31, 2003
consisted of the following:

Current Federal benefit $ (563)
Deferred Federal provision 851
Deferred state benefit (65)

Total S 223



The tax effects of temporary differences that give rise to
significant elements of the deferred tax assets and deferred tax
~ liabilities at December 31, 2003 are as follows:

Deferred tax assets:

Deferred income $ 412

- Deferred compensation 767

State net operating loss carryforwards 227

Accrued expenses 142

Other 63

- Total deferred tax assets 1,611

Deferred tax liabilities:

o Goodwill Amortization {110)
Net deferred tax assets $1,501

The Company's deferred tax assets generated from state net
- operating loss carryforwards expire in the years 2013 through 2022.

The following is a reconciliation of the statutory Federal income
tax rate to the effective income tax rate:

S
L
—_ Statutory Federal income tax rate 34%
‘ State income taxes, net of related
Federal tax effect 7
Tax-exempt interest income, net of
related nondeductible interest expense (32)
Nondeductible kusiness expenses 10
Changes in prior year estimated taxes 2

Effective income tax rate 21%

| s u)

Realization of the deferred tax asset over time is dependent upon
the Company generating sufficient taxable earnings in future
periods. 1In determining that the realizability of deferred tax
assets is more likely than not, the Company gave consideration to a
number of factors including recent earnings history., expected
future earnings and expiration dates associated with net operating
loss carryforwards.

(10) Net Capital Requirements-

As a registered broker-dealer the Company is subject to the
Securities and Exchange Commission Uniform Net Capital Rule (the
“Rule”), which requires the maintenance of minimum net capital.
The Company has elected to use the alternative method permitted by
the Rule, which requires that the Company maintain minimum net
capital, as defined, equal to the greater of $250,000 or 2% of
aggregate debit balances arising from customer transactions, as
defined. At December 31, 2003, the Company had net capital of:
$10,668 which was $10,418 in excess of its required minimum net
capital. Such net capital requirements could restrict the ability
of the Company to pay dividends to its Parent.
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Commitments and Contingent Liabilities-

In the normal course of business, the Company enters into firm
underwriting commitments for the purchase of debt securities. These
commitments require the Company to purchase debt securities at a
specified price. 1In order to mitigate the risk of holding recently
underwritten debt securities, the Company attempts to obtain
commitments to sell the debt securities to customers. At December
31, 2003, the Company had no firm commitments to purchase debt
securities.

In the normal course of business, the Company serves as the
remarketing agent on certain variable-rate municipal bonds that can
be tendered back to the respective issuers, generally upon seven
days advance notice, by the holders. In its role as remarketing
agent, the Company may purchase the tendered bonds into its own
securities inventory. The Company finances the purchase of
variable-rate municipal bonds through its clearing broker. See
Notes 3 and 4.

The Company has entered into certain agreements where payment has
been received and future performance is required. Although fees
have been collected, they have not been included in the revenue of
the Company. Revenue will only be recognized when performance is
complete or all risk that fees will be returned has been
eliminated. The fees are included as deferred revenue in other
liabilities and deferred items and total $1,156 at December 31,
2003.

The Company leases office space under noncancelable lease
agreements which allow for annual adjustments to the minimum lease
payments to reflect increases in actual operating costs. The
Company also leases computer equipment under noncancelable
agreements. Rental expense for 2003 was $3,500. Minimum lease
payments for office space and computer equipment are:

2004 $2,620
2005 2,387
2006 ' 2,350
2007 2,292
2008 1,057
Thereafter 2,504

In the normal course of business, the Company is the subject of
customer complaints and is named as a defendant in various legal
actions arising from the securities and other businesses. The
Company has established reserves for potential losses that may
result from these customer complaints and legal actions. Although
the outcome of litigation is always uncertain, especially in the
early stages of a complaint or legal action, based on its
understanding ¢of the facts and the advice of legal counsel,
management believes that resolution of these actions will not
result in a material adverse effect on the financial condition or
results of operations of the Company. However, 1if during any
period any adverse complaint or legal action should become
probable or be resolved, the results of operations could be
materially affected.
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SCHEDULE I

B. C. Ziegler and Company

December 31, 2003

Computation of Net Capital Under Rule 15c3-1

Total stockholder’s equity $31,262,733

Deductions to determine net capital:
Non-allowable assets:

Partly secured & unsecured non-customer receivables $ 3,761,453
Land, buildings & equipment, net 5,680,332
Prepaid expenses and other assets 4,783,527
Deferred tax benefit 1,501,000
Non-marketable securities 693,793
Total non-allowable assets $16,420,105 .
Haircuts:
Trading & investment securities:
U.S. Government securities 8,673
Municipal securities 797,777
All other securities 713,345
Undue concentration 98,137
Presumed marketability test applied to municipal
securities 2,556,848
Total haircuts $ 4,174,780
Total deductions 20,594,885
Net capital : 10,667,848
Net capital required 250,000
Excess net capital $10,417,848

Statement Regarding rule 17-a5(d) (4) of the
Securities and Exchange Commission

There are no material differences between this Computation of Net Capital under
Rule 15c¢3-1 and the computation included in the Company's corregponding January
27, 2004, unaudited Form X-17-A-5 Part II filing as of December 31, 2003.
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KPMG LLP
777 East Wisconsin Avenue
Milwaukee, Wl 53202

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5

Board of Directors
B. C. Ziegler and Company:

In planning and performing our audit of the financial statements of B.C. Ziegler and Company
(the Company) for the year ended December 31, 2003, we considered its internal control, including control
activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the reserve
required by rule 15¢3-3(e). Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons;

2. Recordation of differences required by Rule 17a-13; or

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls,
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable,
but not absolute, assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use of disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements in
conformity with accounting principles generally accepted-in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations on internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

..l . KPMG LLP, a U.S. limited liability partnership, is the U.S
member firm of KPMG International, a Swiss cooperative.
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Our consideration of the internal control structure would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that error or fraud, in
amounts that would be material in relation to the financial statements being audited, may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2003, to meet the SEC’s objectives.

This report is intended solely for the use of the board of directors, management, the Securities and
Exchange Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies
which rely on Rule 17a-5(g) under Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by anyone other than these specified parties.

KPMe LLP

January 30, 2004




