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BIBLE HARRIS SMITH, P.C.

(Name - if individual, state last, first, middle name)

507 WEST CLINCH AVENUE KNOXVILLE TN 37902
(Address) (City) (State) (Zip Code)
CHECK ONE:

Certified Public Accountant
O Public Accountant

00 Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

I, RobertfW. Elljott , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Seville Capital, Inc. , as

of December 31 ,2004 , 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, except as follows:

GoteiT L. it

Signature
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\@?‘Qﬁx\\ﬁCOp /”'4 President
Title
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This report ¥ tains (check"ﬁgpplicable boxes):

.

£] (a) Facingdx €COUN \\s\\\ -

K] (b) Statement’df Finantial Condition.

Xl (¢) StatemppterinlEnproesdasss).

[J (d) Statement of Changes in Financial Condition.

k] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

%1 (g) Computation of Net Capital.

X1 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

X1 (1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

L (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

x (o) Independent Auditor's Report on Internal Accounting Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Bible Harris Smith,rc

Certified Public Accountants and Business Advisors Since 1949

507 West Clinch Avenue Member of the AICPA Peer
Knoxville, TN 37902-2104 Review Program

Phone: 865-546-2300 Member of the Tennessee Society
Fax: 865-525-7454 of Certified Public Accountants

E-mail name@BHSpc.com

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Seville Capital, Inc.
Knoxville, Tennessee

We have audited the accompanying statements of financial condition of Seville Capital, Inc., as
of December 31, 2004 and 2003 and the related statements of operations, changes in stockholder's equity,
and cash flows for the years then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements 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 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 audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Seville Capital, Inc., at December 31, 2004 and 2003, and the results of its
operations and cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on pages 11 through 12 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 of the Securities Exchange Act of 1934, Such information has been
subjected to the auditing procedures applied in the 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.

Rudste Tome dnad 98
}
Bible Harris Smith, P.C.
Knoxville, Tennessee
February 2, 2005

Except for Note 6,
As to which the date is February 23, 2005

BKR %LB An independent member of BKR International, with offices throughout the world.



SEVILLE CAPITAL, INC.
STATEMENTS OF FINANCIAL CONDITION

December 31,

2004 2003
ASSETS
CASH § 14244 § 9,492
COMMISSIONS RECEIVABLE 1,625 2,493
TOTAL ASSETS $ 15,869 $ 11,985

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
COMMISSIONS PAYABLE $ 7,038 $ 5,218
STOCKHOLDER'S EQUITY

Common Stock, Stated Value $ 50 Per Share;

Authorized 2,000 Shares ‘

Issued and Outstanding 100 Shares 5,000 5,000
Additional Paid-In Capital 27,445 27,445
Retained Deficit (23,614) (25,678)

Total Stockholder's Equity 8,831 6,767
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 15,869 $ 11,985

The accompanying notes are an integral part of these financial statements.
-4-




SEVILLE CAPITAL, INC.
STATEMENTS OF OPERATIONS

Year Ended December 31,
2004 2003
REVENUES
Commissions $ 160,809 $ 497,698
EXPENSES
Commissions 66,738 266,510
Management Services 85,000 225,000
Legal and Professional 4,759 4,230
Registration and Dues 1,361 1,162
Fidelity Bond Insurance - 369
Other Expenses 887 704
TOTAL EXPENSES 158,745 497,975
NET INCOME (LOSS) $ 2,064 $ 277)

The accompanying notes are an integral part of these financial statements.
-5-




SEVILLE CAPITAL, INC.
STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

YEARS ENDED DECEMBER 31, 2004 AND 2003

BALANCES - JANUARY 1, 2003

NET INCOME (LOSS) - 2003

BALANCES - DECEMBER 31, 2003

NET INCOME (LOSS) - 2004

BALANCES - DECEMBER 31, 2004

Additional Retained
Common Paid-In Earnings
Stock Capital (Deficit)

$ 5,000 $ 27,445 $ (25,401

- - 277)

5,000 27,445 (25,678)

- - 2,064

$ 5,000 § 27,445 $ (23,614)

The accompanying notes are an integral part of these financial statements.
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SEVILLE CAPITAL, INC.
STATEMENTS OF CASH FLOWS

Year Ended December 31,

2004 2003

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income (Loss) $ 2,064 § @77
Adjustments to Reconcile Net Income (Loss) to Net Cash
Provided By (Used by) Operating Activities:
(Increase) Decrease in Assets:

Commissions Receivable 868 (2,031)
Increase (Decrease) in Liabilities:
Commissions Payable 1,820 4,061
Franchise Taxes Payable - (100)
NET CASH PROVIDED BY (USED BY) OPERATING ACTIVITIES 4,752 1,653
CASH - BEGINNING 9,492 7,839
CASH - ENDING $ 14,244 § 9,492

The accompanying notes are an integral part of these financial statements.
-7-



SEVILLE CAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

Note 1 - Accounting Policies

The following is a summary of significant accounting policies followed in the preparation of these
financial statements. These policies conform to accounting principles generally accepted in the United
States of America applicable to brokers and dealers in securities, and have been applied on a consistent
basis.

Nature of Activities - Seville Capital, Inc., is registered as a broker-dealer with the Securities and
Exchange Commission and is a member of the National Association of Securities Dealers. The
Company sells mutual funds securities. The Company also sells insurance and pension plans. Their
clients are located throughout East Tennessee and Kentucky. The Company sells securities in
Tennessee only.

Basis of Presentation - The financial statements are prepared using the accrual method of accounting
and practices applicable to brokers and dealers in securities.

Income Taxes - The Company utilizes the cash method of accounting for income tax purposes.
Revenue is recognized when received and expenses are recognized when paid.

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes" (see Note 4) which requires the use of the "liability
method" of accounting for income taxes. Accordingly, deferred tax liabilities and assets are determined
based on the difference between the financial statement bases and the tax bases of assets and liabilities,
using enacted tax rates in effect for the current year.

Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of taxes currently due, plus deferred taxes related primarily to differences between the bases of
certain assets and liabilities for financial and tax reporting. Such differences relate primarily to using
the cash basis for income tax reporting and the accrual basis for financial statement reporting and to the
recognition of future tax benefits from operating loss carryforwards.

Cash and Cash Equivalents - For purposes of reporting cash flows, the Company considers money
market accounts and any highly liquid debt instruments purchased with a maturity of three months or
less to be cash equivalents.

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 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 these estimates.



Note 2 ~ Subordinated Liabilities

At December 31, 2004 and 2003, there were no liabilities which were subordinated to claims of general
creditors. No subordinated liabilities existed at any time during 2004 or 2003 and we, therefore, report no
increases or decreases in these liabilities.

Note 3 - 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 minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15 to 1. At December 31, 2004 and 2003, the Company's net
capital amounted to $ 8,831 and § 6,767, respectively. The Company's net capital requirement is $ 5,000. The
Company's ratio of aggregate indebtedness to net capital was .80 to 1 and .77 to 1 at December 31, 2004 and
2003, respectively.

Note 4 - Income Taxes

As of December 31, 2004, the following net operating loss carryforwards were available to offset future
taxable income:

Expiring:
Federal $ 32,000 2006 to 2022
State $ 42,500 2006 to 2017

Deferred tax benefits related to the above operating loss carryforwards were computed based upon enacted
tax law. Since the Company does not expect to realize the future tax benefits prior to their expiration, a
valuation allowance equal to the benefit has been recorded. Accordingly, there is no provision for deferred
income taxes.

2004 2003
Federal $ 4,800 $ 5,500
State 2,800 3,200
Total 7,600 8,700
Valuation Allowance (7,600) (8.700)
Deferred Income
Tax Benefit $ - $ -



Note 5 - Related Party Transactions

A company related by common ownership provides office space, management, and support services to
Seville Capital, Inc., and was paid $ 85,000 and $ 225,000 for facilities and services during 2004 and 2003,
respectively.

Commissions earned of § 33,100 and $ 22,450 were paid to the Company's shareholder during 2004 and
2003, respectively.

Note 6 — Subsequent Events

Subsequent to year end, management determined that the renewal for the Company’s fidelity bond for the
period November 1, 2004 through October 31, 2005 had not been paid timely. The policy expired November 1,
2004. Management has contacted the bonding company concerning reinstatement.

Net capital computations made during January 2005 included a receivable that was not collected within 30

days. The receivable is not, therefore, considered an allowable asset for net capital compliance purposes and
indicates non compliance with the minimum net capital requirements subsequent to January 19, 2005,

-10-



SEVILLE CAPITAL, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED DECEMBER 31, 2004

Total Ownership Equity
(From Statement of Financial Condition) § 8,831

Nonallowable Assets and Adjustments: -

NET CAPITAL $ 8,831
AGGREGATE INDEBTEDNESS $ 7,038
Minimum Net Capital Required (Greater of § 5,000 or 6 é/3% of

Aggregate Indebtedness) $ 5,000
Excess Net Capital $ 3,831
Excess Net Capital at 1000% $ 8,127
Ratio of Aggregate Indebtedness to Net Capital .80 to 1

RECONCILIATION WITH COMPANY'S COMPUTATION (INCLUDED IN PART Il OF FORM X-
17A-5): -

Net Capital, as reported in unaudited Part IIA of the Focus Report, agrees with above computation.

-11-



SEVILLE CAPITAL, INC.
COMPUTATION OF DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15¢3-3
December 31, 2004

The Company claims exemption under Section (k)(2)(i), “Special Account for Exclusive Benefit of
Customers” maintained.

-12-



Bible Harris Smith,»c.

Certified Public Accountants and Business Advisors Since 1949

507 West Clinch Avenue Member of the AICPA Peer
Knoxville, TN 37902-2104 Review Program

Phone: 865-546-2300 Member of the Tennessee Society
Fax: 865-525-7454 of Certified Public Accountants

E-mail name@BHSpc.com

Board of Directors
Seville Capital, Inc.
Knoxville, Tennessee

In planning and performing our audit of the financial statements and supplemental schedules of
Seville Capital, Inc., (the Company) for the year ended December 31, 2004, we considered its internal
control structure, including procedures 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 the internal control structure.

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 such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry security
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 quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by rule 17a-13.

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 an internal
control structure 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 internal control structure policies and procedures 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 an internal control structure 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 or disposition,
and that transactions are executed in accordance with management's authorization and recorded properly to
permit the preparation of financial statements in accordance 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 in 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 internal control to
future periods is subject to the risk that it may become inadequate because of changes in conditions or that
the effectiveness of the design and operation may deteriorate.

BKR %% An independent member of BK??1 [}z-ternatz’onal, with offices throughout the world.




Seville Capital, Inc.
Page Two

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure 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 structure elements does not reduce, to a relatively low level, the risk
that errors 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. We noted the following matters involving control procedures and their operation that we
consider to be material weaknesses as defined above. These conditions were considered in determining the
nature, timing, and extent of the procedures to be performed in our audit for the year ended December 31,
2004 and this report does not affect our report thereon dated February 2, 2005.

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.

Pursuant to the notification requirements, we are to call to the attention of the chief financial
officer any weaknesses that we believe to be material and that were disclosed during the work performed.
We have made such notification and we believe the following additional information is required as the
following information has not, to our knowledge, been reported by the chief financial officer:

o Subsequent to year end, management determined that the renewal for the Company’s fidelity
bond for the period November 1, 2004 through October 31, 2005 had not been paid timely.
The policy expired November 1, 2004. Management has contacted the bonding company
concerning reinstatement.

e Net capital computations made during January 2005 included a receivable that was not
collected within 30 days. Thereceivable is not, therefore, considered an allowable asset for
net capital compliance purposes and indicates non compliance with the minimum net capital
requirements January 20 through January 31, 2005.

This report is intended solely for the use of the Board of Directors, management, the SEC,
NASD, and other regulatory agencies which rely on rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers, and should not be used for any other purpose.

LIl rnisd P

Bible Harris Smith, P.C.
Knoxville, Tennessee
February 2, 2005
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