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Independent Auditor’s Report

Board of Directors and Stockholders
Southcoast Investment Group, Inc.
Houston, Texas

We have audited the accompanying statement of financial condition of Southcoast Investment Group, Inc as
of June 30, 2008 and the related statement of income, changes in stockholders’ equity and cash flows for the
year then ended that you are filing pursuant to rule 17a-5(d) 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 statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Amerca. 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 also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating overall financial
statement presentation. We believe that our audit provides a reasonable basis for my opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Southcoast Investment Group, Inc as of June 30, 2008, and the results of their operations and their
cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

,Xnﬂv\‘{ W/Q(_

McElravy, Kinchen, & Associates, PC
Houston, Texas
August 21, 2008
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Southcoast Investment Group, Inc.
STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2008

ASSETS
Cutrent assets:

Cash in bank

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Equity
Common Stock, $1 par value per share; authorized
100,000 shares; issued and outstanding 10,000 shares
Paid in Capital
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' equity

$ 6,600

$ 6,600

$ 10,000
68,930

(72,330

6,600

$ 6,600



Southcoast Investment Group, Inc.

STATEMENT OF INCOME
YEAR ENDED JUNE 30, 2008
Revenues:
Commission income $ 23,202
Expenses
Commission expenses 19,718
Professional fees 23,090
Other operating expenses 75,153
Total expenses 117,961
Loss from operations (94,759)
Other income
Othet income 35,046
Loss before provision of income taxes (59,713)

Income taxes benefit (expense)

Net Loss

$ (59,713

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




Southcoast Investment Group, Inc.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

YEAR ENDED JUNE 30, 2008

Shares Common Paid-In Retained
CS Stock Capital Earnings Total
Balance at June 30, 2007 10000 § 10000 § 54430 §  (12617) § 51,813
Add capital contributions - - 14,500 - 14,500
Net Loss for the year - - - (59,713 (59,713)
Balance at June 30, 2008 10,000 $ 10,000 $ 68,930 $ (72,3300 $ 6,600

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




Southcoast Investment Group, Inc.
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008

Cash flows from operating activities:

Net Loss

Adjustments to reconcile net loss to net cash

Provided by (used for) operating activities:
Decrease in commissions receivable
Rent expense contribution from parent
Decrease in accounts payable

Net cash provided (used) in operating activities

Cash flows from financing activates:
Contnbution from Owner

Net cash provided (used) in financing activities
Net decrease in cash

Cash at beginning of year
Cash at end of year
Supplemental disclosures
Cash paid during the period for:
Interest

Income taxes

§  (59,713)

41,649
3,000

(1,000)
(16,064)

11,500

11,500

(4,564)

11,164

$ 6,600

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



SOUTHCOAST INVESTMENT GROUPF, INC
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2008

NOTE | - SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business
Southcoast Investment Group, Inc. (the “Company™) is a Texas Corporation 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 15¢3-1, operated pursuant to the (k)(2)(ii) exemptive provision of SEC Rule 15¢3-
3, and did not hold customer funds or securities. The Company is an investment banking broker dealer
selling private placements.

Income Taxes

Income tax expense includes federal taxes currently payable. Deferred taxes are accounted for under
Financial Accounting 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 financial statement purpose and the cash basis for tax purposes.

Use of 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
amount of assets and liabilities as of the date of the financial statements, and the reported amounts of
revenue and expenses during the reported period. Actual results could differ from those estimates.

Cash Equivalents
The Company considers all highly liquid investments with original maturities of three months or less to be

cash equivalents.

Revenue Recognition

All revenue is recognized when persuasive evidence of an arrangement exists, the service or sale is
complete, the price is fixed or determinable and collectability is reasonably assured. Revenue is primarily
derived commissions from financial institutions and other companies. Any commission expense due to
agents is accrued along with the revenue earned at the time of the contract.

Credit Risk
The Company does not require collateral from its customers with respect to accounts receivable but
performs periodic credit evaluations of such customer’s financial condition.

NOTE 2 - INCOME TAXES

As of June 30, 2008, the Company has net operating loss carry forwards available to offset future income
taxes totaling $ 40,864. If not used, these credits will expire in 2021.

Realization of deferred tax assets is dependent on future earnings, if any, the timing and amount of which is
uncertain. According a valuation allowance, in an amount equal to the net deferred tax asset as of June 30,
2008 has been established to reflect these uncertainties.

-7-



Utilization of net operating loss carry forwards may be subject to a substantial annual limitation due to
ownership change limitations provided by the Internal Revenue Code of 1986, The annual limitation may
result in the expiration of the net operating loss carry forwards before utilization,

NOTE 3 - NET CAPITAL

As a broker-dealer, the Company is subject to the Securities and Exchange Commission’s regulations and
operating guidelines, which requires the Company to maintain a specified amount of net capital, as defined,
and a ratio of aggregate indebtedness to net capital, as derived, not exceeding 15 to 1. The Company’s net
capital, as computed under Rule 15¢3-1 was $6,600 at June 30, 2008, which exceeds required net capital of
$5000 by $1,600. The ratio of aggregate indebtedness to net capital at June 30, 2008 was 0 as there was no
agpregate indebtedness.

NOTE 4 - CHANGE IN CONTROL

In early 2008, Southcoast Investment Group (SGI) was sold to CFOS, a commodities firm. The change in
ownership was finalized with FINRA in July 2008. As of May 2008, the former owner of SGI no longer
had any ownership in the company — all ownership interest (100% of stock) was transferred to CFOS.
Southcoast is now a subsidiary of CFOS,




SOUTHCOAST INVESTMENT GROUP, INC
SUPPLEMENTARY SCHEDULES

JUNE 30, 2008




MCELRAW KINCH‘EN

Board of Directors and Stockholders
Southcoast Investment Group, Inc.
Houston, Texas

In planning and performing our audit of the financial statements and supplemental
schedules of Southcoast Investment Group, Inc for the year ended June 30, 2008, we
considered its internal control structure, including procedures for safeguarding securities,
in order to determine my 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 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 15c¢3-3. 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 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 Regulations T of the Board of Governors of the Federal
Reserve System.

4. Obtaining and maintaining physical possession or control of all fully paid and
excess margin securities of customers as required by rule 15¢3-3.

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
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 accordance with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

www,mkacpas.com | 13831 Northwest Freeway, Suite 300 | Houston, TX 77040 | 832-242-9950 | f 832-242-9956
-10 -



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 2 condition in which the design or operatton of the specific internal control structure
elements does not reduce to a relatively low level the nsk that errors or irregularities in
amounts that would be materal 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
petforming their assigned functions. However, we noted no matters involving the internal
control structure, including procedures 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 my study, we believe that the Company’s practices and procedures were adequate at June
30, 2008, to meet the SEC’s objectives.

This repott is intended solely for the use of the partners, management, the SEC, and other
regulatory agencies that rely on Rule 17a-5(g} under the Sccuritics Exchange Act of 1934,
and should not be used for any other purpose.

Mok, Xl & Braotialn, €
McElravy, Kinchen & Associates, PC

Houston, Texas

August 21, 2008
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Independent Auditor’s Report on
Supplementary Information Required by Rule 17A-5 of the
Securities and Exchange Commission

Board of Directors and Stockholders
Southcoast Investment Group, Inc.
Houston, Texas

We have audited the accompanying financial statements of Southcoast Investment Group,
Inc. as of and for the year ended June 30, 2008, and have issued our report thereon dated
August 21, 2008. Our audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information contained in Schedules I and
II 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 and 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 relations to the basic financial
statements taken as a whole.

nw/\arz/ I»—/ZQ""\ é M " pf C .
McElravy, Kinchen & Associates, PC

Houston, Texas
August 21, 2008
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Schedule |
Southcoast Investment Group, Inc.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15C3-1

JUNE 30, 2008

Total equity from statement of financial condition $ 6,600

Less non-allowable assets:
Statement of Financial Condition (NONE} -

Net Capital $ . 6,600

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3% of aggregate indebtedness) $ -

Minimum dollar net capital required $ 5,000
Net capital requirement (greater of above two figures) $ 5,000
Excess net capital $ 1,600

COMPUTATION QF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total liabilities (per statement of financial condition) $ -
Ratio of aggregate indebtedness to net capital 0%

Percentage of debt to debt-equity total computed
in accordance with Rule 15¢3-1 (d) (0%

Reconciliation with Company's Computation
The above agrees with the Company's Computation (included in Part Il of Form X-17a-5)

-13 -




SCHEDULE 11
SOUTHCOAST INVESTMENT GROUP, INC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR
BROKER/PEALER UNDER RULE 15C3-3 OF THE SECURITITES EXCHANGE ACT OF 1934

JUNE 30, 2008

Southcoast Investment Group, Inc is exempt from the reserve requirements of Rule 15¢3-
3 under the K2-Il exemptive provision as its transactions are limited, such that they do
not handle customer funds or securities, accordingly, the computation for determination
of reserve requirements pursuant to Rule 15¢3-3 and information relating to the
possession or control requirement pursuant to Rule 15¢3-3 are not applicable.
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