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REPORT FOR THE PERIOD BEGINNING APRIL 1, 2006AND ENDING MARCH 31, 2007

A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: OFFICIAL USE ONLY

STERLING SECURITIES, INC. FIRM 1D. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P. O. Box No.)

1155 NORTHERN BOULEVARD, Suite 200

MANHASSET NEW YORK 11630

(City) (State) (Zip Code) |
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

ANN SOJA, President (516) 627 - 5223

(Area Code — Teiephone No.)

B. ACCOQUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

LERNER & SIPKIN, CPAs, LLP

132 Nassau Street, Suite 1023 New York NY 10038

X Certified Public Accountant

FOR OFFICIAL USE ONLY [PRf )GESSEB
*Claims for exemption from the requirement that the annual report be covere%@?n of an :
independent public accountant must be supported by a statement of facts and ci relied on as the
basis for the exemption. See section 240.17a-5(e)(2).
Potential persons who are to respond to the collection of

information contained in this form are not required to respond
unless the form displays a currently valid OMB contrel number
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OATH OR AFFIRMATION

l, ANN SOJA, swear (or affirm) that, to the best of my knowledge and belief, the

accompanying financial statement and supporting schedules pertaining to the firm of
STERLING SECURITIES, INC., as of MARCH 31, 2007,

are true and correct. | further swear (or affirm) that neither the company nor any partner,

proprietor, member, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

NONE

- "") ‘
X_ ot 72 A"
7 ' mmre

fes DENT
Title

NO. 012E80224%7

Quaified in Nassau
My Commission Expires ‘_-gli:g

——— - -

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

(x) (a) Facing page.

(x) (b) Statement of Financial Condition.

(x) (c) Statement of Income (Loss).

(x) (d) Statement of Cash Flows,

{x) (e} Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietor’s Capital.

{x) (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(x) (g ) Computation of Net Capital.

{ ) {h)Computation for Determination of Reserve Requiremenis Pursuamt to Rule 15¢3-3.

) (i} Information Relating to the Possession or Control requirements under rule 15¢3-3.

} () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under
Rule 15¢3-1 and the Computation for Determination of the reserve requirements 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.

(
(

(x) (1) An Oath or Affirmation,
( ) (m} A copy of the SIPC Supplemental Report. o
{ ) (n) A report describing any material inadequacies found to exist or found to have existed since the

date of the previous audit.
(x )} (o) Independent Auditors’ Report.

** For conditions of confidential treatment of certain porticns of this filing, see section 240.17a-5(e)(3).



I, ANN SOJA, swear that to the best of my knowledge and belief, the

accompanying financial statements and supporting schedule(s) pertaining to the Firm of
STERLING SECURITIES, INC., as of MARCH 31, 2007,

are true and correct. [ further swear that neither the Company nor any partner,

proprietor, principal officer, director or member has any proprietary interest in any

account classified solely as that of customer, except as follows:

No Exceptions

e (DET
(Title)

)

%y Public)

LAURA A. ZERAVICA
Notary Public - State of New York
NO. MZE60ZT2497

Quatified in Nassa n
My Commission Expras g | \: )
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STERLING SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

ASSETS
Cash and cash equivalents _ $ 54,793
Commissions receivable (Note 3) 8,462
Other assets ' ' 1,398

Total assets $ 64,653

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Accounts payable and accrued expenses $ 4,89
Related party payable 1,500

Total liabilities 6,390

Commitments and Contingencies (Note 3)

Stockholders' equity (Note 4)
Commeon stock, no par value; $250 stated value
Authorized - 200 shares

Issued and outstanding - 20 shares 5,000
Additional paid-in capital : - 1,000
Retained earnings 52,263

Total stockholders' equity 58,263
Total liabilities and stockholders' equity $ 64,653

The accompanying notes are an integral part of these statements.



Note 1-

Note 2-

b)

d)

Note 3-

STERLING SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

Nature of Business

Sterling Securities, Inc. (The “Company™) is a New York State corporation
formed for the purpose of conducting business as a broker/dealer in Direct
Participation Programs-in real estate syndications that are organized by First
Sterling Financial, Inc. (“FSF”), an affiliated company, which is the General
Partner of the offerings.

Summary of Significant Accounting Policies

Revenue Recognition
Commission income (and the recognition of related income and expenses) is
recorded at the time the commissions are realized.

Income Taxes

The Company has elected to be treated as an “S” Corporation under the
provisions of the Internal Revenue Code and New York State tax regulations.
Under the provisions, the Company does not pay federal or state corporate
income taxes on its taxable income. Instead, the stockholders” are liable for
individual income taxes on their respective shares of the Company’s taxable
income.

Cash and Cash Eguivalents
For the purpose of the statement of cash flows, the Company considers money
market instruments to be cash and cash equivalents.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements.
Those estimates and assumptions affect the reported amounts of assets and
liabilities, and the reported amounts of revenues and expenses.

Related Party Transactions

Pursuant to an agreement, effective January 1, 1998, with FSF, office facilities,
accounting services, and office staff are provided to the Company. For the year
ended March 31, 2007, $34,000 was charged and paid for such administrative
expenses. :

In addition, the Company was paid $15,000 in consulting fees by FSF, $4,248 of
commissions was earned by transactions relating to an affiliate’s 401K pension
plan, and $37,813 of commissions was generated from transactions with an
affiliate.




STERLING SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

Note 4- Net Capital Requirement

~ The Company is subject to the Securities and Exchange Commission’s Uniform

" Net Capital Rule (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 exceed 1500%. At March 31, 2007, the Company’s net
capital of $49,115 was $44,115 in excess of the required net capital of $5,000.
The Company’s net capital ratio was 13.01%.

A copy of the Company’s Statement of Financial Condition as of March 31, 2007, pursuant to SEC Rule 1 7a-5 is
available for examination at the Company’s office and at the regicnal office of the Securities and Exchange
Commission and the office of the National Association of Securities Dealers, inc.
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LERNER & SIPKIN

CERTIFIED PUBLIC ACCOUNTANTS LLP

132 Massau Strcet, New York, NY 10038  Tel 212.571.0064 / Fax 212.571.0074
E-mail: LS@lernersipkin.com

INDEPENDENT AUDITORS’ REPORT

To the Officers and Directors of
Sterling Securities, Inc.

1155 Northern Boulevard - Suite 250
Manhasset, NY 11030

Gentlemen:

We have audited the accompanying statement of financital condition of Sterling Securities, Inc.
as of March 31, 2007. This financial statement is 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 overali financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Sterling Securities, Inc. as of March 31, 2007, in
conformity with accounting principles generally accepted in the United States of America.

S )S{{@&n ,CAas, WP
Lerner & Sipkin, CPAS, LLP
Certified Public Accountants (NY)

New York, NY
May 11, 2007



STERLING SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

MARCH 31, 2007




STERLING SECURITIES, INC.
INDEPENDENT AUDITORS’ COMMENTS

FOR THE YEAR ENDED MARCH 31, 2007



LERNER & SIPKIN

CERTIFIED PUBLIC ACCOUNTANTS LLP

132 Nassav Street, New York. NY 10038  Tet 212.571.0064 / Fax 212.571.0074
E-mail: LS@lernersipkin.com

To the Officers and Directors of
Sterling Securities, inc.

1155 Northern Boulevard — Suite 250
Manhasset, NY 11030

Gentlemen:

In planning and performing our audit of the financial statements of Sterling Securities, Inc. as of and for
the year ended March 31, 2007, in accordance with auditing standards generally accepted in the United
States of America, we considered its internal control over financial reporting (internat control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion of the financial statements but
not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control,

. Accordingly, we do not express an opinion on the effectiveness of the Company’s 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 consideration of control activities
for safeguarding securities, This study included 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 (or aggregate debits) 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 review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisoens, and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section § 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 judgments by management are required to assess the expected benefits and related costs of controls 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 internal control 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 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.

Because of inherent limitations in any internal control and 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 control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or'detected by the entity’s internal control. A material weakness is a significant deficiency, or
combination of significant deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by the entity’s internal control.

Qur 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 a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures, as
described in the second paragraph of this report, were adequate at March 31, 2007, to meet the SEC’s
objectives. . ‘ : =

This report recognizes that it is not practicable in an organization the size of Sterling Securities, Inc. 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 information and use of the Board of Directors, management, the SEC,
NASD 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 parties.

L e M&“,c{’qs,uﬁ
Lerner & Sipkin, CPAs, LLP
Certified Public Accountants (N.Y.)

New York, NY
May 11, 2007
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