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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Shearman, Ralston lac.
New York, NY

We have audited the statement of financizl condition of Shearman, Ralston Ine, as of Seprember
30, 2012 and the related statemendts of income, cash flows and changes in stockholders” equity for
the vear then ended. These financial statements are the responsibility of the Company’s
management. Qur responsibility is to express an opinion on these financial statements based on
our awdit.

We condected our audil in sccordance with auditing standards generally accepied in the United
States of America. Those standards require that we plan and perform the audit w obtain
reasonable assurarice about whether the financial statements are free of material missistement.
An audit includes examining, on a 1281 basis, evidence supporting the amounts and disclosures in
the financial statements.  An audit also includes assessing the accounting prisciples used and
significant estimates made by management. as well as evaluating the overall financial statement
presentation. We believe that our audit provides s reasonable basis for our opinion.

{n our opinion, the financial statements referred w above present fuirly, in all material respeets,
the financial position of Shearman. Ralston Inc. as of Scptember 30, 2012 and the results of its
operations and its cash flows for the year then ended in conforomty with U.S. gencrally accepted

accounting principles.

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 number “17 through 37 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-3 of the Securities and Exchange
Commission. Such mformation has been subjected to the auditing peocedures applied in the audit
of the basic financial statements, and. in cur opinion, is fairly stated in all material respects in
relation o the basic financial statements taken as a whole,

MWQMW,PC-

New York, NY
November 135, 2012



SHEARMAN, RALSTON INC,
STATEMENT OF FINANCIAL CONDITION
SEPTEMBER M, 2012

ASSETS

CURRENT ASSETS
Cash
Marketahle seeurities
Commisston receivable from clearing broker

Total curment assets

OTHER ASSETS
Note receivable-stockhobder
Note receivable-employee
Seccurity deposits

Total other assets
TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and accrued habilities
Dreferred taxes payable
Securities sold, not vet parchased

TOTAL LIABILITIES

STOCKHOLPERS' EQUITY
Capital Stock
Common, Class “A", 51.00 par value, authorized 140,000 shares,
issued 2,500 shares, outstanding 1,250 shaves
Common, Class “B*, $1.00 par value. authorized 10,000 shares,
issued 225 shares, outstanding 112.50 shares
Additonal paid-in capital
‘Treasury stack, af cast {1,250 shares of Class “A"” common stock and
112,50 shares of Clags B commoe stock)
Retained carnings

TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

$ 27400
5,786,796
SR P
_6.868.019
675000
30,000

_ 14,080
759,080

37,627,099

$1.322,301
1.861.249
LTS

3,195,265

1500

225
3%,451

{328,485)
4,725,443

4,431,834

§7.627.099

See independent auditor's report and sccompanying notes o financial statcments.
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL ACCOUNTING CONTROL

The Board of Dircciors
Sheartan, Ralston Inc.
MNew York, NY

In planning and performing our audit of the financial statements of Shearman, Ralston Inc. for the
year ended September 30, 2012, we considered its intemal control structure ingluding procedures
for safeguarding securitics, in order 10 determine our auditing procedures for the purpose of
expressing our opinion on the finsncial statements and not to provide assurance on the internal
contro] structure.

Also, as required by Rule 17a-3(p)( 13 of the Secuarities and Exchange Commission, we have made
a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Shearman, Ralston Inc., that we considered relevant to the abjectives
stated in Rule | Ta-5(g).

The management of the Company is responsible for establishing and maintaining internal controls
and the practices and procedures referred o in the preceding paragraph.  In fulfilling ths
responsibility, management is required to make estimates and judgments to assess the expected
benefits and relaled costs of internal controls and of the practices and procedures referred 1o in the
preceding paragraph and o assess whether those practices and procedures can be expected 1o
achieve the Commission’s above-mentioned ohjectives. The objective of internal controls and of
the practices and procedures is 0 provide management with rcasonable, but nat absolute,
assurance { 1) that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition amd (2} that transactions are executed in accordance with
management’s usuthorization and recorded properly 10 permit the preparation of financial
statements in accordance with penerally accepted accounting principles.  Rule 17a-5(g) lists
additionul objectives of the practices and procedurss listed in the preceding paragraph.

Because of inherent limitstions in internal controls or the practices and procedures referred to
above, errors or irregularities may occur and not be detected.  Also, projection of any cvaluation
of them to future periods is subject 10 the risk that they may become inadequatc because of
changes in conditions or that the effectivencss of their design and operation may deteriorate.



Our consideration of intermal controls would not necessarily disclose all matters in the intemal
control structure that might be material weaknesses under standards established by the AICPA. A
material weakness is a condition in which the design or operation of the specitic internal control
clements docs ot reduce 1o a relatively how level the risk that errors or iregularities in amounts
that would be material in relation to the fnancial sitements being audited may occur and not be
detected within a imely period hy employees in the noemal course of performing their assigned
functivns. However, we noted no matters involving the internal controls. including procedurces
for safeguarding securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred 1o in the
second paragraph of this report are considercd by the Commission to be adequatc for its purposes
in accordance with the Securities Fxchange Act of 1934 and refated 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 our study. we believe
that the Company’s practices and procedures were adequate at September 30, 2012 to meet the
Commission's objectives.

This report is intended solely for the use of management. the Sccuritics and Exchange
Commission, the Financial Industry Regulatory Authority and other regulatory agencies which
rely on SEC Rule 17a-5(g} under the Securities Exchange Act of 1934 and should not be used for

any other purpase.

Ml&ﬂnmfk-

New York, NY
Navember 15, 2012



