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The Board of Directors

South Atlantic Enterprises Inc

Charlotte North Carolina

We have audited the accompanying consolidated statements of financial condition of South

Atlantic Enterprises Inc and subsidiary as of December 31 2011 and the related consolidated

statements of operations and retained earnings and cash flows for the year then ended These

consolidated financial statements are the responsibility of the companys management Our

responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the amounts

and disclosures in the consolidated 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

reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all

material respects the financial position of South Atlantic Enterprises Inc and subsidiary as of

December 31 2011 and the results of its operations and its cash flows for the year then ended

in conformity with generally accepted accounting principles

Our audit was performed for the purpose of forming an opinion on the consolidated financial

statements taken as whole The information contained in the supplementary section is

presented for purpose of analysis and is not required part of the basic consolidated financial

statements but is supplementary information required by Rule 17a-5 of the Securities and

Exchange Commission Supplementary information is the responsibility of management and

was derived from the same information used to prepare the consolidated financial statements

The information has been subjected to the auditing procedures applied in the audits of the basic

financial statements and certain additional procedures including comparing and reconciling

such information directly to the underlying accounting and other records used to prepare the

audited consolidated financial statements or to the consolidated financial statements

themselves and other additional procedures in accordance with auditing standards generally

accepted in the United States of America In our opinion the supplementary information is fairly

stated in all material respects in relation to the consolidated financial statements taken as

whole

Barham Guy McKnight P.A

February 23 2012

MEABER AMERICAN INSTITUTE OF CERTIFIED PUBLiC ACCOUNTANTS NC ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

For the year ended December 31 2011

2011

ASSETS

Current Assets

Cash and cash equivalents 652474

Marketable securities 340553

Total Current Assets 993027

Total Assets 993027

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts Payable 38576

Due to Stockholder 9281

Total Current Liabilities 47857

Stockholders Equity

Common Stock $1 par value 100000

shares authorized 100 issued and outstanding 100

Retained Earnings 782263

Net unrealized gains on marketable securities 162807

Total Stockholders Equity 945170

Total Liabilities and Stockholders Equity 993027

See Accountants Report and Notes to Consolidated

Financial Statements



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY

CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

For the year ended December 31 2011

2011

REVENUES

Management investment advisory income 354878

EXPENSES

Salary 100000

Contract Labor 270

Taxes and licenses 858

Payroll Taxes 6926

Office expense 3215

Telephone 1050

Rent/occupancy 10247

Professional Services 54875

Travel 11246

Meals and Entertainment 596

Miscellaneous-expense
502-

Insurance 590

Dues and publications
648

Interest

Employee Retirement Plan 25000

Total Expenses 216031

OPERATING INCOME/LOSS 138847

Other income expense
Dividends and interest 1986

Gain/Ioss on sale of securities ______________

Total Other Income 1986

NET INCOMEILOSS 140833

Beginning Retained Earnings 642505

Shareholder distributions 1075

Ending Retained Earnings 782263

See Accountants Report and Notes to Consolidated Financial Statements



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended December 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES 2011

Net income/loss 140833

Adjustments to reconcile net Income

to net cash provided used by operating activities

Changes in operating assets and liabilities

Increase decrease in accrued expenses 41787

Net cash provided used by operating activities 182620

CASH FLOWS FROM INVESTING ACTIVITIES

Net proceeds from sale and maturity of investments

and purchase of investments 56616

Net cash provided used by investing activities 56616

CASH FLOWS FROM FINANCING ACTIVITIES

Shareholder distributions 1075

Net cash provided used by financing activities 1075

NET INCREASE DECREASE IN CASH 124929

Cash and cash equivalents at beginning of year 527545

Cash and cash equivalents at end of year 652474

SUPPLEMENTAL DISCLOSURES 2011

Cash paid during the year for

Interest expense

Income taxes -0-

DISCLOSURE OF ACCOUNTING POLICY

For purposes of the statement of cash flows the company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents

See Accountants Report and Notes to Consolidated

Financial Statements



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31 2011

NOTE SUMMARY SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The accompanying consolidated financial statements include the accounts of South Atlantic

Enterprises Inc the company and its wholly owned subsidiary SAE Coal LLC All significant

intercompany accounts and transactions have been eliminated

Nature of operations

The company and its subsidiary generate its revenues by identifying private transactions for

institutional investors and by introducing lenders to operating companies Substantially all of

the assets and liabilities and expenses presented in the consolidated financial statements are

attributable to the company Revenue presented in the consolidated financial statements is

attributed to the both the company and the subsidiary SAE Coal LLC which is owned in its

entirety by South Atlantic Enterprises Inc

Property and equipment

Property and equipment are stated at cost Expenditures for maintenance and repairs are

expensed as incurred while renewals and betterments are capitalized

Income taxes

The company has elected to be taxed under the provisions of Subchapter of the Internal

Revenue Code Under those provisions the company does not pay federal and state corporate

income taxes on its taxable income nor is it allowed net operating loss carryover or carryback

as deduction Instead the shareholders are liable for individual federal and state income

taxes on their respective shares of the companys net income/loss for the period

Use of estimates

The preparation of consolidated financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect

certain reported amounts and disclosures Accordingly actual results could differ from these

estimates



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS CONTD

December 31 2011

NOTE MARKETABLE DEBT AND EQUITY SECURITIES

Cost and fair value of marketable debt and equity securities at December 31 2011 are as

follows

Gross Gross

Unrealized Unrealized

Cost Gain Loss Fair Value

December 31 2011

Marketable debt

Equity securities $1 77.746 $1 62.807 $340.553

The company uses the first-in first-out FLFO methocLto determine the cost whert calculating

gains and losses on sales of marketable securities Unrealized holding gains on securities

available for sale in the amount of $162807 has been credited to stockholders equity for the

year ended December 31 2011

NOTE RETIREMENT PLAN

The company has SEP Plan covering its sole employee The company may contribute up to

25% of eligible compensation for 2011 not to exceed certain established statutory limits There

was $25000 contribution for 2011

NOTE EXEMPTION FROM RULE 15c3-3

The company is registered with the Securities and Exchange Commission as broker-dealer

pursuant to Section 15b of the Securities Exchange Act of 1934 The company operates

under the exemptive provisions k2i of Rule 15c3-3 and therefore is not required to maintain

Special Reserve Bank Account for the Exclusive Benefit of Customers



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS CONTD

December 31 2011

NOTE NET CAPITAL REQUIREMENT

The company as registered broker-dealer is subject to the Securities and Exchange

Commissions Uniform Net Capital Rule This rule requires that the company maintain minimum

net capital as defined of $5000 or 6-2/3 percent of aggregate indebtedness as defined The

rule also requires that the ratio of aggregate indebtedness to net capital both as defined shall

not exceed 15 to At December 31 2011 the company had net capital of $881085 This

amount exceeded the required net capital by $876085 The companys aggregate

indebtedness to net capital was 5.43% for the year ended December 31 2011

NOTE LEASING ARRANGEMENT

The company conducts its operations from office space that is leased under an operating lease

that expired on January 2011 The future minimum rental and service payments under the

operating lease is $0 for the year ending December 31 2012 and thereafter

NOTE SUBSEQUENT EVENTS

These financial statements considered subsequent events through February 23 2012 the date

the financial statements were available to be issued



SUPPLEMENTAL INFORMATION



SOUTH ATLANTIC ENTERPRISES INC SUBSIDIARY

CONSOLIDATED COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF

THE SECURITIES AND EXCHANGE COMMISSION

For the year ended December 31 2011

2011

TOTAL STOCKHOLDERS EQUITY 945171

DEDUCTIONS AND/OR CHANGES

Non-allowable assets

TENTATIVE NET CAPITAL 945171

Haircut on securities 64086

NET CAPITAL 881085

AGGREGATE INDEBTNESS

Accrued expenses and other current liabilities 47857

PERCENTAGE OF AGGREGATE INDEBTNESS

TO NET CAPITAL 5.43%

MINIMUM NET CAPITAL REQUIRED 5000

EXCESS OF NET CAPITAL OVER
MINIMUM REQUIRED 876085

RECONCI LIATION WITH COMPANYS COMPUTATION

IN PART II OF FORM X-17A-5 AS OF DECEMBER 31 2011

Net capital as reported in Companys Part II

Unaudited Focus Report 921106

Audit adjustments interest and expense

accruals 40021

NET CAPITAL PER ABOVE 881085

See Accountants Report and Notes to Consolidated Financial Statements
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To the Board of Directors

South Atlantic Enterprises Inc

Charlotte North Carolina

In planning and performing our audit of the consolidated financial statements of South Atlantic

Enterprises Inc Subsidiary for the year ended December 31 2011 we considered its internal

control structure 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-5g1 of the Securities Exchange Commission the SEC we

have made study of the practices and procedures followed by South Atlantic Enterprises Inc

including tests of such practices and procedures that we considered relevant tar the objectives

stated in Rule 7a-5g in making the periodic computations of aggregate indebtedness or

aggregate debts and net capital under rule 17a-3a11 and for determining compliance with

the exemptive provisions of rule 15c3-3 Because South Atlantic Enterprises Inc 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 South Atlantic

Enterprises Inc in any of the following

Making quarterly securities examinations counts verifications and

comparisons

Recordation of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under

section of Federal Reserve Regulation of the Board of Governors of

the Federal Reserves System

The management of South Atlantic Enterprises Inc 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 SECs above-mentioned objective Two of the objective of an internal control structure and

the practices and procedures to provide management with reasonable but not absolute

assurance that assets for which South Atlantic Enterprises Inc has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are

executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in accordance with generally accepted accounting principles

Rule 17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS NC ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS



South Atlantic Enterprises Inc

Internal Control Report

Page

Because of inherent limitations in any internal control structure or the practices and procedures

referred to above errors or irregularities 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

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies that adversely affects the entitys ability to

initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in 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

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

material inadequacy for such purposes Based on this understanding and on our study we

believe that South Atlantic Enterprises Inc.s practices and procedures were adequate at

December 31 2011 to meet the SEC objectives

This report is intended solely for the use of the shareholders management the SEC the

National Association of Securities Dealers Inc and other regulatory agencies that rely on Rule

7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and should not be used for any other purpose

Barham Guy McKnight P.A

February 23 2012


