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OATH OR AFFIRMATION

I, JOHN SMALL. ‘ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SOUTHEASTERN ADVISORY GROUP, INC. , as
- of DECEMBER 31 , 2011 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:

S1gnature

Clioy G plraee-

Title

&WJWL, *‘lﬂ/vvym}\ g Ha..j Notary Public, Dekalb County, Georgia

Notary Public My Commission Expires July 12, 2013

H L Seatt

3

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flow.

(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.

(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¢3-1 and the
Computation for Determination of the Reserve Requn@ments 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. ‘

(1) An Oath or Affirmation. Co

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

(n) Areport describing any material inadequacies found to ex1st or found to have existed since the date of the previous audit.

71 (0) Independent Auditor's Report on Internal accounting structurge required by SEC Rule 17a-5.

NOON O NNNOONNNNN

**For conditions of confidential treatment of certain portions fofthisfiling, see section-240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Southeastern Advisory Group, Inc. ,
Atlanta, Georgia -

We have audited the accompanying statements of financial condition of Southeastern
Advisory Group, Inc. (a Georgia Corporation), as of December 31, 2011 and 2010 and
the related statements of operations, changes in shareholders’ equity, and cash flows
for the years then ended that you are filing pursuant to Rule 17a-5 under the Security
and 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
audits 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 Southeastern Advisory Group Inc., as of December
31, 2011 and 2010 and the results of its operations and its cash flows for the years
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 Schedules 1, 2,-and 3 is
presented for the purpose 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 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 relation to the basic financial
statements taken as a whole. ~

Goldman & Company, CPAs, PC
Marietta, Georgia
February 15, 2012

|

316 Alexander Street ® Suite 4 ® Marietta, GA 30060 770.499.8558 e FAX 770.425.3683
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Southeastern Advisory Group, Inc.
Statement of Financial Condition
For the Years Ended

December 31, 2011

December 31,2010

ASSETS
Cash and Cash Equivalents S 21,417 $ 22,404
Receivable from Mutual Funds 5,092 15,541
Receivable - Broker Dealers - 2.902
- Deferred Tax Asset - 6,904
- Prepaid Expenses - 400
TOTAL ASSETS $ 26,509 § 48,151
LIABILITIES AND SHAREHOLDERS® EQUITY
LIABILITIES
Accounts Payable $ 4212 § 5,308
Deferred Tax Liability 184 2,842
8,150

4,396

TOTAL LIABILITIES

The accompanying notes are an intregal part of the financial statements

Exhibit A



Southeastern Advisory Group, inc. Exhibit A
Statement of Financial Condition
For the Years Ended
Continued .
: December 31,2011 December 31,2010
SHAREHOLDERS’ EQUITY (EXHIBIT C)
Common Stock - $100 Par Value,

5,000 Shares Authorized, 150 Shares ,
Issued & Outstanding $ 15,000 $ 15,000
Additional Paid-In Capital ‘ 47,000 47,000
Retained Earnings (39,887) (21,999)
TOTAL SHAREHOLDERS® EQUITY 22,113 40,001
TOTAL LIABILITIES AND

SHAREHOLDERS’ EQUITY $ 26,509 % 48,151

The éccompanying notes are an intregal part of the financial statements



Southeastern Advisory Group, Inc. Exhibit B
Statement of Operations

Year Ended
| December 31,2011 December 31. 2010
REVENUE v
Commissions , $ 13,952 § 20,492
Management & Investment Advisory Fee (Note 3) 54,837 182,859
Total Revenue (Note 3) 68,789 203,350
COSTS AND EXPENSES
Employee Compensation & Benefits 8,328 11,015
Other Expenses 74,103 182,225
~ Total Costs and Expenses : 82,431 193,240
Income (Loss) before Income Taxes . (13,642) - 10,110
Income Tax Provision (Note 4) g 4246 1,946
-— - — - - NET INCOME (LOSS) % (17,888)- % 8,164

The accompanying notes are an intregal part of the financial statements



Southeastern Advisory Group Inc. Exhibit C

Statement of Changes in Stockholders' Equity
For the Years Ended December 31, 2011 and 2010

Common  Stock Paid-In  Retained  Shareholders’

Shares Amount Capital Earnings Equity
BALANCE - :
December 31, 2010 150 $15,000 $47,000 $ (21,999) § , 40,001
2011 NET INCOME - - - (17,888) (17,888)
BALANCE -
. December 31, 2011 , 150 $15,000 $47,000 $ (39,887) § 22,113

The accompanying notes are an intregal part of the financial statements



{

Southeastern Advisory Group, inc.
Statement of Cash Flows
For the Years Ended

Exhibit D

December 31,2011 December 31,2010

CASH FLOWS FROM OPERATING

ACTIVITIES
Net Income (Loss) $ (17.888) $ 8,164
Adjustments to Reconcile Net Profit (Loss) to
Net Cash Provided (Used) by Operating
Activities:
Deferred Taxes 4,246 1,946
(Increase) Decrease in Operating Assets:
Commissions Receivable 10,449 12,276
Prepaid Expenses 400 : -
Receivable -Mutual Funds 2,902 1,482
Incréase (Decrease) in Operating Liabilities:
Accounts Payable (1,096) (1,959)
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES (987) 21,909
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS ‘ (987) 21,909
CASH AND CASH EQUIVALENTS:
BEGINNING OF YEAR 22,404 495
END OF YEAR $ 21,417 $ 22,404

The accompanying notes are an intregal part of the financial statements
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SOUTHEASTERN ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

ORGANIZATION

The Company was formed October 11, 1985, primarily for the purpose of qualifying and
operating as a broker-dealer of securities. The Company is registered with the Securities
and Exchange Commission, FINRA, and the Securities Commissions of various states.
Pursuant to the registration, the Company must maintain a minimum net capital
requirement and is not authorized to hold securities or funds for customers. Southeastern
Advisory Group, Inc. clears all transactions with and for customers on a fully disclosed
basis with a clearing member, which carries all customer accounts and maintains and
preserves all books and records pertaining thereto.

As of December 31 2011, the Company will discontinue operating as a broker-dealer of
securities. Forms to withdraw its registration have been filed with the Securities and
Exchange Commission and the various states.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Income taxes — Deferred taxes at December 31, 2011 and 2010 arise primarily from the
use of the cash basis of accounting for income tax reporting and from net operating loss
carryforwards.-The deferred tax assets and liabilities represent.the future tax return
consequences of those differences, which will either be deductible or taxable when the
assets and liabilities are recovered or settled.

The above mentioned differences result in deferred income taxes. If it is more likely than
not that some portion or all of a deferred tax asset will not be realized, a valuation
allowance is recognized. '

The Company files income tax returns in the U.S. federal jurisdiction, and the state of
Georgia jurisdictions. The Company is generally no longer subject to U.S. federal or
state income tax examinations by tax authorities for years before 2008.

The Company follows the provisions for uncertain tax positions as addressed in FASB
Accounting Standards Codification 740-10-65-1. For the year ended December 31, 2011
and 2010, management believes there are no material amounts of uncertain tax positions.
Additionally, there were no interest or penalties recognized in the Statement of Financial
Condition as of December 31, 2011 or the Statement of Operations for the year ended
December 31, 2011.

Subsequent Events - The Company has evaluated events and transactions for potential
recognition or disclosure in the financial statements through February 15, 2012, the date
in which the financial statements were available to be issued.




SOUTHEASTERN ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Recognition of commission income — The Company has a commission sharing
arrangement with an independent broker dealer for the Company’s referrals to the
independent broker dealer. Commissions are recorded on a trade-date basis as securities
transactions occur.

Cash and cash equivalents — Cash and cash equivalents include cash on hand, money
market accounts, and short term investments with maturities of less than 90 days. For
purposes of the Statement of Cash Flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than ninety days that are not
held for sale in the ordinary course of business.

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 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.

Credit risk - The Company is engaged in various activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of
each counterparty. o

Concentration —The Company may be exposed to risk in that it has two customers that
comprise 80% and 88% of its revenue in 2011 and 2010, respectively. It also may be
exposed to risk in that the Company’s product mix is approximately 79% and 90%, 12b-1
fees from mutual funds in 2011 and 2010, respectively.
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SOUTHEASTERN ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Expense Sharing Agreement — The Company has an expense sharing agreement with
Southeastern Advisory Services, Inc., an affiliated company. The agreement is such that
the two companies share certain expenses, such as employees, office space, insurance,
telephone and computer equipment and other expenses. Southeastern Advisory Services,
Inc. has adequate resources independent of the broker-dealer to meet its obligations and
the Company is not responsible for any of Southeastern Advisory Services, Inc’s
obligations. During the years ending December 31, 2011 and 2010, the Company paid the
affiliate $60,876 and $159,204, respectively, under the terms of this agreement.

Retirement Plan- The Company has a Simplified Employee Pension Plan (SEP) for the
benefit of its employees. There were no SEP contributions paid or accrued for the years
ended December 31, 2011 or 2010.

COMMISSION SHARING ARRANGEMENT

The Company has an agreement with, an independent broker-dealer, to provide clearing,
execution, and data processing services for clients referred to this broker dealer. The
initial term of the agreement was two years; thereafter, the agreement operates on a
continuous —quarterly- basis -until terminated in writing by. either the Company. or the
clearing broker-dealer. The Company receives 50% of commissions earned by the
independent broker dealer as referral fees. The independent clearing broker-dealer is
responsible for clearing transactions and maintenance of customer accounts for the
Company. The amount of revenue was $13,952 in 2011 and $20,492 in 2010 and is
included in Commissions.

INCOME TAXES

The amount of current and deferred taxes payable or refundable is recognized as of the
date of the financial statements, utilizing currently enacted tax laws and rates. Deferred
tax expenses or benefits are recognized in the financial statements for the changes in
deferred tax liabilities or assets between years. The Company recognizes and measures its
unrecognized tax benefit in accordance with FASB ASC 740, Income Taxes. Under that
guidance, the Company assesses the likelihood, based on their technical merit, that tax
positions will be sustained upon examination based on the facts, circumstances and
information available at the end of each period. The measurement of unrecognized tax
benefits is adjusted when new information is available, or when an event occurs that
requires change.



SOUTHEASTERN ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 4: Income Taxes (continued)

Income tax expense (benefit) provisions are as follows:

2011 2010
Total Deferred  Current Total Deferred  Current
Federal $3,057  $5,103  ($2,046) $1,340  ($5,109)  $6,449
State 1,189 1,985 (796) 606 (1.972) 2.578

Total $4.246 $7.088 (§2.842) $1.946 (§7.081)  $9.027

At December 31, 2010 and 2009, the Company has available unused net operating losses
that may be applied against futuré taxable income. During 2011, management decided
that future taxable income will not be sufficient to utilize the operating loss carry
forwards net of the temporary differences before they expire. In 2011, the Company
reserved all of the deferred tax asset which has the effect of i mcreasmg the Income tax

expense $7,111 -

The components of Deferred Tax Asset at December 31,2011 and 2010 are:

2011 A 201
Net Operating I.oss Carryover $34,145 $32,858
Less Valuation Allowance 34.145 -0-
Net Tax Benefit -0~ $ 6.904

The components of the Deferred Tax Liability are:

011 010
Accounts Receivable $ 5,092 $18,443
Prepaid Expense -0- 400
Fees Payable (4,212) (5.308)
Total $ 880 $13,535

Tax @ 21% 184 $ 2,842



SOUTHEASTERN ADVISORY GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

5. NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (SEC 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 excess 15 to 1. At December 31,
2011, the Company had net capital of $18,933, which was $13,933 in excess of its
required net of $5,000. The Company’s ratio of aggregate indebtedness to net capital was
0.22247to 1.



SOUTHEASTERN ADVISORY GROUP, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
(Pursuant to Rule 15¢3-1 of the Securities Exchange Act of 1934)
December 31,2011

TOTAL SHAREHOLDERS® EQUITY FROM
STATEMENT OF FINANCIAL CONDITION

: Advd: Other allowable credits

Deferred Income Tax Payable
Total capital

- LESS NON-ALLOWABLE ASSETS

Commissions Receivable-Non allowable
Subtotal Non Allowable Assets

Less: Haircut on Other Securities - .

_NET CAPITAL
Reconciliation with Company's computation (included in Part II of Form X-17 A-§)
As of December 31, 2011 '

Net Capital, as reported in Company's part I1 (unaudited) FOCUS report
Audit Adjustments:

Professional Fees Expense

Registration Expense

Net Capital Per above

SCHEDULE |

) 22,113

184

22,297

3,364

3,364

(150)
(87)

$ 18,933




SCHEDULE 2

SOUTHEASTERN ADVISORY GROUP, INC.
COMPUTATION OF AGGREGATE INDEBTEDNESS AND BASIC CAPITAL REQUIREMENT
(Pursuant to Rule 15¢3-1 of the Securities and Exchange Act of 1934)
December 31, 20\1 I :

AGGREGATE INDEBTEDNESS

Aggregate Indebtedness, less deferred taxes $ 4,212
TOTAL AGGREGATE INDEBTEDNESS $ 4,212
. RATIO- Aggregate Indebtedness to Net Capital 1§ 0.22247

BASIS NET CAPITAL REQUIREMENT

Net Capital (Schedule 1) ‘ : $ 18,933
. Minimum Net Capital Requirement (See note A below) ($4,212 x 6 2/3% = $281) 5,000
-EXCESS NET CAPITAL ' $ [3’,933

Note A: Minimum capital requirement per Rule 15¢3-1 is the greater of 6 2/3% of
aggregate indebtedness or $5,000.



SCHEDULE 3
, SOUTHEASTERN ADVISORY GROUP, INC.
STATEMENTS OF EXEMPTION FROM COMPLIANCE WITH RULE 15¢3-3
AND STATEMENTS OF SUBORDINATED LIABILITIES
December 31, 2011

The Company is exempt from compliance with Rule 15¢3-3 of The Securities Exchange Act of 1934, pursuant to
~ paragraph (k)(2)(ii) of the rule, all transactions with and for customers are cleared on a fully disclosed

‘basis with a clearing member, which carries all customer accounts and maintains and preserves all

books and records pertaining thereto. The Company does not carry security accounts for customers or

perform custodial functions relating to customer securities. The Company was in compliance with the conditions

of the exemption during the year ended December 31, 201 1.

The Company had no liabilities subordinated to the claims of creditors during December 31,2011,




INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL STRUCTURE

To the Board of Directors
Southeastern Advisory Group, Inc.
Atlanta, Georgia

In planning and performing our audit of the financial statements of Southeastern Advisory
Group, Inc., for the year ended December 31, 2011, 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 the 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
attests 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 (or aggregate
debits) and net capital under Rule 17a-3(a)(11) and for determining compliance with the

reserve requirements of Rule 15¢3-3. Because the Company does not carry securities
_accounts for customers or perform custodial functions relating to_customers’ 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-3

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 judgment by management are required to assess the
expected benefits and related costs of controls and of the practice 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 practice 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 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 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.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a deficiency or
a combination of deficiencies, in internal control over financial reporting that is less severe
than a material weakness, yet important enough to merit attention by those charged with
governance.

A material weakness is deficiency or a combination of deficiencies in internal control, such
that there is a reasonable possibility that a material misstatement of the Company’s financial
statements will not be prevented or detected or corrected on a timely basis.

Our consideration on internal control was for the limited purpose described in the paragraphs

'1-2 above and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any weaknesses involving internal control and
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

first and 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, 2011 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, FINRA, and other regulatory agencies that rely on Rule 17a-5(g)
under the 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
parttes,

// W/M (P

Go dman & Company, CPAs, PC
February 15, 2012



