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FINANCIAL STATEMENTS

REPORT PURSUANT TO RULE 17a - 5(d)

JUNE 30, 2003




OATH OR AFFIRMATION

I, _ROBERT WILSON , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SOUTHCOAST INVESTMENT GROUP, INC. , as

of JUNE 30 ' ,20 03 | are troe 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:

G5y, LUPETPALACIOS 4 W Gl e

t%i  NOTARY PUBLIC Slgnature

j} ..... -"v-'_.-'. State of Texas
<§ G735+ Comm. Exp. 01221-2005 | CHIEF FINANCIAL OFFICER
9, N Title

Notary Public

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

&l (a) Facing Page.

& (b) Statement of Financial Condition.

K (c) Statement of Income (Loss).

&l (d) Statement of Changes in Financial Condition.

& (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.

& (g) Computation of Net Capital.

0 (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 Condmon with respect to methods of
consolidation.

& (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

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

X (o) Independent Auditors' 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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HIDALGO BANFILL, ZLOTNIK & KERMALI PC
Certifred Publtc Accountants

INDEPENDENT AUDITORS’ REPORT

“ Board of Directors and Stockholders

Southcoast Investment Group, Inc:
Houston, Texas

"We have audited the accompanylng statement of fi nanmal condition of Southcoast Investment ;
- Group, Inc. as of June 30, 2003 and-the- related statement of income, changes in stockholders’
“equity and cash flows for the year then ended. These financial statements are the responsibility

of the Company’s management Our responsmlhty is to express an opmuon on these fi nanmal“
statements based on our audit.. ‘

- We conducted' our audit in accordancewith 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 prtncnples used and

-significant estimates made by management, as well as evaluating the overali fi nancnal statement
‘presentation. We belleve that our audlt prowdes a reasonable basis for our oplnlon

~In our oplnlon the fi nanC|aI statements referred to above present fairly, in all material respects
* the financial position of Southcoast Investment Group, Inc. as of June 30, 2003, and the results ‘

of its operations and its cash flows for the year then ended in conformity W|th accountlng‘

o principles. generally accepted in the United States of America.

Our audrt was made for the purpose of formlng an opinion on the basic f nanc1al statements
taken as a whole.. The information contained on Pages 8 and 9 is presented for purposes of
additiona! analysis and is not a-required part of the basic financial statements, but is
supplementary information requwed by Rule 17a-5 of the Securities and. Exchange Commission.

- 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 matenal respects in relation to the"

 basic financial statements taken as a whole.

HIDALGO, BANFILL, ZLOTNIK & KERMALI, P.C.-

‘September 12, 2003

1770°S¢. ]arnes Place Suite 250 . Houston, Texas 77056-3432  Phone (7‘13) 963-8008
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SOUTHCOAST INVESTMENT GROUP, INC.
' STATEMENT OF FINANCIAL CONDITION -

JUNE 30, 2003

ASSETS
Cash in bank , $ 8»973" .
- Commissions receivable \ 6,100 -
Prepaid expenses ‘ 1,096
Total Assets $_. 16,169
LIABILITIES AND STOCKHOLDERS' EQUITY _
Accrued liabilities - $ 1,000
Stockholders equity: -
- Common stock, $1 par value per share; .
authorized 100,000 shares; '
‘issued-and outstanding - 10, 000 shares . 10,000
Paid-in-capital . 54,001
Retained earnings _(48,922)
Total stoqkhbldefs‘ equ'ity | 15,169 -
Total liabilities and stockholders’ equity - $__16,169

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

o



© SOUTHCOAST INVESTMENT GROUP, INC. -

STATEMENT OF INCOME

_YEAAR ENDED JUNE 30, 2003
‘Reve‘n'ue‘s:
"Commission incomé R : o | | $ 171,920
Total revenues - | : 8171920
. ‘Expenses: | | | |

Csmmiséion e,xpense“ | " _ ) | | 123,192
Other operating expenses ‘ ‘ R . 49593

Total expenses S . o 172,785

" Net loss /befﬂorve income taxes = 8 (865)
lﬂncqmetaxes‘ S o _ S =
Net income (loss) , o ' % (865)

The accompanyihg notes are an integral part of the financial statements.
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SOUTHCOAST INVESTMENT GROUP, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

Ba'lance at June 30, 2002

Capital Infusion .

Net loss for the year ended
June 30, 2003

‘Balance at June 30,2003 .

The vaccompanyihg notes are an integral part of the ﬂnahcial sfatements.

YEAR ENDED JUNE 30, 2003 |

-4-

Common Paid-in Retained :
Stock Capital - Earnings Total
$10000 S 49,001 - $(48057)  $ 11,034
- 5,000 - 5,000
. . _ —(ﬁ).:“ »fl(865) |
510000 554081  $(48922) § _ 15169



SOUTHCOAST INVESTMENT GROUP INC
STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30,2003

Cash ﬂows from operating activities:

Net loss :

_ - $ " (865)
Adjustments to reconcile net loss to net cash :
-used for operating activities: : ~ \ ‘
(Increase) in commissions receivable - ’ ~ ‘ ' '(6,100)
(Increase) in prepaid expenses - = ' o " ' (757)

- increase in accrued liabilities

1,000

Net cash used by operating aCtTvitTés . - .} ; . (6,722)
Cash flows from fi nancmg actlvmes , o | | : - o 3 . |
Capltal infusion R s 3 - 5,000
| ~ Net decrease in cash ﬁ' N o - / . ‘ (1,7‘22) '
Cash at béginniﬁg of year - . o ‘ / - o | 10,695
Cashatendofyear , S . : .. $__ 8695 .

The accompanying notes are ‘an.intyeg'rail part of the financial statements
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SOUTHCOAST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2003

. - Summary Of Significant Accounting Policies

~ Nature of Business

Southcoast investment Group, Inc (the “Company) is a Texas corporatlon and is a
' registered broker-dealer maintaining its only office in Houston, Texas. It is subject to a
" minimum net capital requirement of $5,000 under SEC Rule 15c3 1, operated pursuant
to the (k)(2)(ii) exemptive provision of SEC Rule 15¢3-3, and d|d not hold customer
funds or securities. The Company has been approved to conduct busmess on a fully
~ disclosed basis through a clearing agent.

~ Method of Accountmg‘

| ThevCompany‘maintains its books and records on the accrual,basis of a’ccount'ing.,

Use of Estimates

‘The preparation‘ of financial statements in conformity with generally ‘accepted
accounting principles requires the use of management’s estimates.

.Cash Egutvalents

- For purposes of the statement of cash flows, the Company considers all highly: liquid.
“debt instruments purchased with a maturity of three months or less to be cash
‘ equnvalents There were no cash equivalents at June 30, 2003

SIPC -

The SIPC assessments have been determined falrly |n accordance with applicable
mstructlons and were remitted tlmely

Federal Income Taxes o

‘Income tax expense ‘includes federal taxes currently’ payable Deferred taxes are
accounted for under Financial Accountlng Standard No. 109 (FAS 109) which uses an
asset and liability approach in recognizing timing differences. This approach requires
- the recognition of deferred tax assets and liabilities for the expected future tax
consequences of such differences. Deferred income taxes arise primarily as a result of
the use of accrual method for fi nancual statement purpose and the cash basis for tax
purposes. : :



' SOUTHCOAST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED) -

JUNE 30, 2003

Provision For Income Taxes

As of June 30 2003 the Company has net operatmg Ioss carryfonNards available to
offset future income taxes totalmg $40, 473 If not used, these credits will expire in
2019. : - ‘

Realization of deferred tax vassets'ris‘dependent on future earnings, if any, the timing

. and amount of which is uncertain. Accordingly a valuation allowance, in an amount

~ equal to the net deferred tax asset as of June 30, 2003 has been established to reﬂectt

. these uncertainties.

Utilization of net operatlng Ioss carry forwards may be subject to a substantlal annual
limitation due to ownership: change limitations provided by the Internal Revenue Code
~ of 1986. The annual limitation may result in the explratlon of the net operating loss
-carry fonNards before utlllzatlon , :

Net Cagltai

,The Company is’ subject to'a $5 000 minimum capltal requnrement under SEC Rule"
15¢3-1, which requires that the ratio of aggregate indebtedness to net capital shall not
- exceed 15 to 1. Net capital and the related net capital ratio fluctuate on a daily basis;

however, as of June 30, 2003, the net capital was $10,695, which exceeded the
required minimum capital by $5,695, and the aggregate indebtedness (A I) to net
" capital ratio was not applicable since there was no ALl



SOUTHCOAST INVESTMENT ‘GROUP, INC. | ‘
| COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3 1

JUNE 30 2003

Total equity from statement of financial condition ' | o . %8 15,189

Less non-aliowable assets:

Prepaid expenses ‘ o - l . ___(1,006)
" Netcapital =~ . R 14,073

COMPUTATION OF BASIC NETI.CAPITAL REQU.IREMENT

Minimum net caprtal required (6-2/3% of aggregate rndebtedness) o 74 $ 66’ |
Mrnrmum dollar net capital requrred , ' : - _ 5,000 }
Net capital requirement (greater of abcve two figures): _‘ B N 7 ‘$- ‘ 5!600 ‘
Excessnetcapital o . P $ 9,073

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL A

Totat liabilities (per statement of financial condltron) ' . : ' ] - 1,000
Aggregate indebtedness : ‘ ' S .

Ratro of aggregate mdebtedness to net capltal P ~ 1to9

Percentage of debt to debt-equrty total computed o o - - o
in accordance with Rule 15¢3-1 (d) o ~ N/A



HIDALGO BANFILL ZLOTNIK & KERMALI, PC
Certified Pub/zc Accountants L

The Board of Directors \
Southcoast Investment Group, Inc.:
Houston" Texas

In planning and performing our audit of the financial statements and supplemental scheduies of
Southcoast investment Group, Inc. for the year ended June 30, 2003, we considered its internal -
control structure, including procedures for safeguardlng securities, in order to determine our
- auditing procedures for the purpose of expressing our opinion on the financial statements and‘
~ notto provrde assurance on the internal control structure. :

" Also, as required by Rule 17a-5(g) (1) of the Secuntles and Exchange Commission (SEC)
have made a study of the practices and procedures used 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 securities accounts for customers or perform custodial

. functions relating to customer securities, we did not revrew the practrces and procedures-
‘ foIIowed by the Company in any of the followmg :
1. Maklng quarterly securities examlnatlons counts, venf catlons and compansons
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 Regulations T of the Board of Governors of the Federal Reserve
System : : v ‘

The management of the Company is responsible for establishing and maintaining a system of
~ 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 - respon5|b|I|ty 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 accordance with generally accepted accounting principles. = Rule 17a-5(g) lists addltlonal
objectives of the practices and procedures listed in the precedmg paragraph '

\ Because of mherent fimitations in any | mternal control structure or the practices and procedures

referred to above, errors or rrregulantles 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 |n conditions or that the effectiveness of their deS|gn and operation may -
deteriorate.. . :

. ) " -9- " ] -
1770 St. James Place  Suite 250  Houston, Texas' 77056-3432  Phone (713) 963-8008 .
Fax (713) 963-9052 Email: hb‘zk@hb'zk.kcom‘ . Website: www.hbzk.com -



‘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: specrf ¢ internal control structure elements does not reduce

" to a relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being auditéd 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 for safeguardlng
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 June 30, 2003, to meet
the SEC's objectives. :

_Thls report is intended solely for the use of the Board of Directors, management the SEC, and
~ other regulatory agencies that rely on Rule 17a-5(g) under the Secuntles Exchange Act of 1934 ‘
and should not be used for any other purpose

W?c. BMM W-LKM% pC.I“

HIDALGO BANFILL ZLOTNIK & KERMALI P.C.

".September 12, 2003 |
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