@ M e

05037368 ,D.C. 20549
ANNUAL AUDITED REPORT
FORM X-17A-5
" PARTIlI

. FACING PAGE

2004 AND ENDING

1%

OMB APPROVAL

OMB Number: 3235-0123
Expires:  October 31, 2004
Estimated average burden

hours perresponse.. .. .. 12.00

SEC FILE NUMBER

e 95552

nformation Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

- DECEMBER 31, 2004

REPORT FOR THE PERIOD BEGINNING - -JAHUARY 1,

MM/DD/YY MM/DDYY
- A. REGISTRANT IDENTIFICATION i
 NAME OF BROKER-DEALER:  BILTMORE INTERNATIONAL CORPORATION OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
2025 LINCOLN HIGHWAY, | SUITE 120
. (No. and Street)
EDISON NJ 03817
(State) (Zip Code)

(City)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT INREGARD TO THIS RE

JAMES M. RAIDON

98T 791-4000

(Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT \.vhose opinion is contained in this Report* -
WOLINETZ, LAFAZAN & COMPANY, P.C,

(Name - if individual, siate last. first, middie name)

11570

5 NORTH VILLAGE AVENUE ROCKVILLE CENTRE, - NY
(Address) (City) (State) Zip Cote)
CHECK ONE: @R@@E@SEL}

;. Kl Centified Public Accbuntant
O Public Accountant

O Accountant not resident in United States or any of its possessions.

AR 15 2005 /Z'

ey /

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2) -

Potential persons who are 1o respond lo the collection of
information contained in this form are not required to respond

* SEC 1410 (06-02) unless the form displays a currently valid OMB control number.
2A




OATH OR AFFIRMATION

I, JAMES M. RAWDON, swear (or affirm) that, to the best of my knowledge and belief the
accompanying financial statements and supporting schedules pertaining to the firm of BILTMORE
INTERNATIONAL CORPORATION, as of DECEMBER 31, 2004, are true and correct. | 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:

N
*\" 4y, .,

J
otary Publie: . ond Kote L
oL-A3-0S
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Wolinetz, Lafazan & Company, PC. 5 North Village Avenue
- Certified Public Accountants Nockyle Centre

New York 11570
516-536-0770
Fax: 516-536-5753

www.wolafcpa.com

INDEPENDENT AUDITORS' REPORT

Board of Directors
Biltmore International Corporation

We have audited the accompanying statement of financial condition of Biltmore International Corporation as
of December 31, 2004, and the related statements of income, changes in stockholders’ equity, changes in
subordinated accounts 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 are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements 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
position of Biltmore International Corporation as of December 31, 2004, and the results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America. '

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules 1 and 2 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 Exchangé 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.

W%% e L

Rockyville Centre, New York
February 7, 2005



BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004

ASSETS
Cash and cash equivalents $ 190,251
Receivable from clearing broker 609,355
Securities owned — at market value 173,665
Property and equipment — net 38,813
Other assets 6,373
Security deposits 16,028
Total Assets : : $ 1,034,485
LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:
Payable to clearing broker $ 197,568
Accounts payable and accrued expenses 132,373
Securities sold, not yet purchased — at market value 68,199
Income taxes payable 3,019
Deferred tax liabilities 14,762
Total Liabilities 415,921
Commitments and Contingencies
Subordinated liability — related party 175,000
Stockholders’ Equity:
Common stock, $1 par value; authorized 100,000 shares,
issued and outstanding 20,000 shares $ 20,000
Additional paid-in capital 240,000
Retained earnings 183,564
Total Stockholders’ Equity 443,564
Total Liabilities and Stockholders’ Equity $ 1,034,485

The accompanying notes are an integral part of the financial statements.
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BILTMORE INTERNATIONAL CORPORATION

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2004

REVENUES:
Principal transactions, net
Commissions
Interest
Other
Total Revenues

COSTS AND EXPENSES:
- Clearing and execution-charges
Communication and data processing
Employee compensation and benefits
Occupancy costs
Regulatory fees
Interest expense
Other operating expenses

Total Costs and Expenses

Income Before Provision for Income Taxes
Provision for Income Taxes

NET INCOME

The accompanying notes are an integral part of the financial statements.
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$ 250,120
300,919
1,211,031
54,635
6,524
17,616
132,082

$ 2,021,618
3,429
8,023

231

2,035,381

_ 1,972,927
62,454
20,260

$ 42,194




BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2004

Additional
Paid-In Retained
Common Stock Capital Earnings Total
Balance — Beginning of Year $ 20,000 $ 240,000 $ 141370 $ 401,370
Net Income - - 42.194 42194
Balance — End of Year $ 20,000 $ 240,000 $ 183564 § 443564

The accompanying notes are an integral part of the financial statements.
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BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF CHANGES IN SUBORDINATED ACCOUNTS
FOR THE YEAR ENDED DECEMBER 31, 2004

Balance — Beginning of Year $ 175,000
Payments -
Borrowings -
Balance — End of Year | | $ 175,000

The accompanying notes are an integral part of the financial statements.
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BILTMORE INTERNATIONAL CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2004

Cash Flows from Operating Activities:
Net income $ 42,194
Adjustments to reconcile net income to
net cash used by operating activities:

Depreciation 21,419
Decrease in deferred tax liabilities ' ( 2,022)
Changes in Operating Assets and Liabilities:
Receivable from clearing broker $( 48,224)
Securities owned — at market value 249,098
Other assets 2,113
Accounts payable and accrued expenses ( 101,226)
Payable to clearing broker ( 25,957)
Securities sold, not yet purchased — at market value ( 232,125)
Income taxes payable (_25,081) _( 181.402)
Net Cash (Used) by Operating Activities (_119,811)
Cash Flows from Investing Activities:

Capital expenditures (__14.694)
Net Cash (Used) by Investing Activities (_14694)
Decrease in Cash and Cash Equivalents ( 134,509)
Cash and Cash Equivalents — Beginning of Year 324,756
Cash and Cash Equivalents — End of Year $ 190,251
Supplemental Cash Flow Disclosures:

Cash Paid for Interest $ 96

Cash Paid for Income Taxes $ 46.064

The accompanying notes are an integral part of the financial statements.
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BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements
December 31, 2004

NOTE 1 - Nature of Business and Summary of Significant Accounting Policies
Nature of Business

Biltmore International Corporation, (the “Company”) is a brokerage firm engaged primarily in
securities trading. The Company is registered as a broker-dealer with and is a member of the National
Association of Securities Dealers, Inc. (the “NASD”).

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢c3-3 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.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements. Actual results could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less
at the time of purchase to be cash equivalents.

Securities Owned and Securities Sold, Not Yet Purchased

Securities owned and securities sold, not yet purchased are stated at fair market value and
represent equity securities in which the Company acts as market maker and performs proprietary trading.

Securities sold but not yet purchased represent obligations of the Company to deliver the
specified security at the contracted price. A liability is thereby created to purchase the security in the market
at prevailing prices. Accordingly, these transactions result in off-balance-sheet risk as the Company’s
ultimate obligation to satisfy the sale of securities sold but not yet purchased may exceed the amount
recognized in the statement of operations.

Depreciation
Property and equipment is stated at cost, less accumulated depreciation. Depreciation is

computed primarily by the straight-line method over the estimated useful lives of the related assets, which
approximate three to seven years.




BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements
December 31, 2004

NOTE 1 - Nature of Business and Summary of Significant Accounting Policies (Continued)

Income Taxes

The Company accounts for income taxes in accordance with SFAS No. 109, Accounting for
Income Taxes, which requires the recognition of deferred tax liabilities and assets at tax rates expected to be
in effect when these balances reverse. Future tax benefits attributable to temporary differences are
recognized to the extent that realization of such benefits is more likely than not.

Revenue Recognition

The Company records proprietary and firm trading transactions on a trade date basis. The
Company is exposed to risk of loss on these transactions in the event a client or broker fails to meet the terms
of their contracts, in which case the Company may have to purchase or sell the positions at prevailing market
prices. The Company records client transactions on a trade date basis.

NOTE 2 - Clearing Broker Receivables and Payables
Receivable from clearing broker consist of the following:
Clearing broker deposits receivable $ 421,621
Receivable from clearing broker — trading 187,734
$ 609,355

Payable to clearing broker represents net amounts owed on security positions.

NOTE 3 - Property and Equipment
Property and equipment consists of the following:
Furniture and Fixtures $ 20,896
Computers and Office Equipment 68,867
89,763
Less: Accumulated Depreciation 50,950
$§ 38.813

Depreciation expense for the year ended December 31, 2004 was $21,419.

NOTE 4 - Subordinated Liability — Related Party

Subordinated liability represents a subordinated loan agreement with the Company’s
President and sole stockholder, in the amount of $175,000. The loan agreement calls for interest at 10%
per annum and became effective November 30, 2003. The loan matures November 30, 2006.
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BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements
December 31, 2004

NOTE 4 - Subordinated Liability — Related Party (Continued)

The loan has been approved by the NASD for inclusion in computing the Company’s net
capital pursuant to the Rule. Any subordinated debt can be repaid only if, after giving effect to such
repayment, the Company meets the SEC’s capital regulations governing withdrawal of subordinated debt.

NOTE 5 - Regulatory Requirements

The Company is subject to the Uniform Net Capital Rule (“the Rule”) under the Securities
Exchange Act of 1934. Under this Rule, the Company is required to maintain net capital, as defined, equal to
the greater of $100,000 or $2,500 for each stock it posts a quote in that trades above $5 per share and
$1,000 for each stock it posts a quote in that trades at $5 or less per share, up to $1,000,000 and a net capital
ratio, as defined, of a maximum of 1500%. At December 31, 2004 the Company’s net capital was $527,583,
which exceeded its minimum net capital requirement by $164,583 and its net capital ratio was 26%.

NOTE 6 - Commitments and Contingencies

Lease Commitments

The Company leases its office space under a noncancellable operating lease. Rent expense

for the year ended December 31, 2004 was approximately $55,000. Minimum annual rentals under this lease
are as follows:

Years Ending December 31, Amount
2005 $ 53,000

2006 46,000

$ 99.000

Third Party Vendors

The Company utilizes third party vendors for real time and historical financial market data as
well as software licensing. The Company has written agreements with certain of these vendors and such
agreements have two year terms. Minimum annual commitments at December 31, 2004 under these
agreements were approximately $74,000.

NOTE 7 - Profit Sharing Plan

The Company sponsors a defined contribution 401(k) profit sharing plan (“the Plan”) that
. covers substantially all employees. Under the Plan, the Company may make a discretionary contribution
determined by the Board of Directors. All employees are eligible to participate in the Plan, based on meeting
certain age and term of employment requirements. The Company made matching contributions of $20,309
for the year ended December 31, 2004.
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BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements
December 31, 2004

NOTE 8 - Financial Instruments with Off-Balance Sheet Credit Risk

As a securities broker, the Company can be engaged in buying and selling securities for a
diverse group of investors. The Company would introduce these transactions for clearance to another
broker/dealer on a fully disclosed basis.

The Company’s exposure to credit risk associated with non-performance of customers in
fulfilling their contractual obligations pursuant to securities transactions can be directly impacted by volatile
trading markets which may impair the customers’ ability to satisfy their obligations to the Company and the
Company’s ability to liquidate the collateral at an amount equal to the original contracted amount. The -
agreement between the Company and its clearing broker provides that the Company is obligated to assume
any exposure related to such non-performance by its customers. The Company seeks to control the
aforementioned risks by requiring customers to maintain margin collateral in compliance with various
regulatory requirements and the clearing broker’s internal guideline. The Company monitors its customers
activity by reviewing information it receives from its clearing broker on a daily basis, and requiring customers
to deposit additional collateral, or reduce positions when necessary. At December 31, 2004, the Company
believes that its exposure to such credit risk is immaterial.

The Company is obligated to settle transactions with brokers and/or other financial
institutions even if its customers fail to meet their obligations to the Company. Customers are required to
complete their transactions on settlement date, generally three business days after trade date. If customers
do not fulfill their contractual obligations, the Company may incur losses. The Company has established
procedures to reduce this risk by requiring that customers deposit cash and/or securities into their account
prior to placing an order. In addition, the Company monitors each of its customers via computer analysis to
assess risk of each trade and the customer’s overall position.

The Company may at times maintain inventories in equity securities on both a long and short
basis. While long inventory positions represent the Company’'s ownership of securities, short inventory
positions represent obligations of the Company to deliver specified securities at a contracted price, which may
differ from market prices prevailing at the time of completion of the transactions. Accordingly, both long and
short inventory positions may result in losses or gains to the Company as market values of securities
fluctuate. To mitigate the risk of losses, long and short positions are marked to market daily and are
continuously monitored by the Company.
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BILTMORE INTERNATIONAL CORPORATION
Notes to Financial Statements
December 31, 2004
NOTE 9 - Income Taxes

The components of the provision for income taxes are as follows:

Current:

Federal $ 18,066

State 3,316
Total current 22,282

Deferred: :

Federal ( 1,719)

State (__303)
Total deferred ( 2,022)

$ 20,260

At December 31, 2004 deferred tax liabilities of $14,762 were related to depreciation.
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SUPPLEMENTAL SCHEDULES
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SCHEDULE 1.

BILTMORE INTERNATIONAL CORPORATION
COMPUTATION OF NET CAPITAL UNDER S.E.C. RULE 15¢3-1
DECEMBER 31, 2004

CREDIT ITEMS:
Total stockholders’ equity $ 443,564
Subordinated liability 175,000
Total Credit ltems 618,564
DEBIT ITEMS:
Property and equipment - net $ 38,813
Other assets 6,373
Security deposits 16,028

Total Debit Items

61.214

Net Capital Before Haircuts 557,350
Haircuts on Securities:

Other securities 29,767
Net Capital 527,583
Less: Minimum net capital requirement 363,000
Remainder: Net capital in excess of all requirements $ 164,583

Capital Ratio: (Maximum allowance 1500%)

Aggregate Indebtedness $ 135,392 060
Divided by: Net Capital $ 527,583 6%

Aggregate Indebtedness:
Accounts payable and accrued expenses $ 132,373
Income taxes payable 3,019

$ 135,392
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SCHEDULE 2.

BILTMORE INTERNATIONAL CORPORATION
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
DECEMBER 31, 2004

Net capital - per Company’s unaudited X-17A-5 Part Il A Filing $ 522,992
Adjustments:
Decrease in receivable from clearing broker ( 4.817)
Decrease in accounts payable and accrued expenses 7,806
Decrease in payable to clearing broker 1,602
Net capital - per report pursuant to Rule 17a-5(d) $ 527,583
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Board of Directors
Biltmore International Corporation

In planning and performing our audit of the financial statements of Biltmore International
Corporation for the year ended to 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 (‘the
Commission”), we have made a study of the practices and procedures (including tests of compliance with
such practices and procedures) followed by Biltmore International Corporation 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) (ll) and in complying with the exemptive provisions of Rule 15¢3-3.
We did not review the practices and procedures followed by the Company (1) in making the quarterly
securities examinations, counts, verifications and comparisons, and the recordation of differences required
by Rule 17a-13; (2) in complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Governors of the Federal Reserve System; and (3) in obtaining and
maintaining physical possession or control of all fully paid and excess margin securities of customers as
required by Rule 15¢c3-3 because the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities.

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 Commission’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 preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5 (g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors 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.

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. However, we noted no matters involving the internal control structure, including
procedures to determining compliance with the exemption provision of Rule 15¢3-3, 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 Commission 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, 2004, to meet the Commission’s objectives.

This report recognizes that it is not practicable in an organization the size of Biltmore International
Corporation to achieve all the divisions of duties and cross-checks generally included in a system of internal
accounting control and that alternatively greater reliance must be placed on surveillance by management.

This report is intended solely for the use of the Board of Directors, management, the Securities

and Exchange Commission, and other regulatory agencies which rely on Rule 17a -5(g) under the
Securities and Exchange Act of 1934 in their regulation of registered brokers and dealers and should not be

used for any other purposes.
WO% Lm O%PANY P.C.

Rockville Centre, New York
February 7, 2005
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BILTMORE INTERNATIONAL CORPORATION
REPORT PURSUANT TO RULE 17a-5(d)

DECEMBER 31, 2004

Wolinetz, Lafazan & Company, PC.

Certified Public Accountants
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Biltmore International Corp.

members nasd sipc

2025 Lincoln Hwy. Suite 120 Edison, NJ 08817
Phone:(732) 791-4000 Fax:(732) 287-1230

VIA: Overnight Mail

February 24, 2005

Securities and Exchange Commlssmn
450 5™ Street N.W.

Washington, DC 20549

(202) 942-7040

Re:  Biltmore International Corporation Annual Audit. CRD#: 21163

Dearv Sir or Madam:

Enclosed is Biltmore International Corporation’s Annual Report pursuant to rule 17a-5(d).

If you require any additional information, please feel free to call me at (732) 791-4000.

Sincerely,

Gladdis
President

Encl:




