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INDEPENDENT AUDITOR?S REPORT

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

We have audited the statement of financial condition ot shearman, Ralston inc, as of September
30, 2012 and the related statements of income, cash flows and changes in stockholders' equity for

the year then ended. 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 audii.

We condocted our audit in accordance with auditing standards generalty acceixed in the linited

States of America. Those standards require that we plan and perform the audit to obtain
seasonable assurance about whether the financial statements are free of material misstatement

An audit includes examining.on a test basis, evidence supportmg 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 exakrating the overall tinancial stalement

presentation. We believe that our audit provides a rea.sonablebasis for our opinion.

In our opmion, the financial statements referred to above present fairly, in all material respects,
the financial position of Shearuun. Ralstun Inc. as of September 30, 2012 and the resulh of its

operations and its cash flow a for the year then ended in conformity 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 whoic 114e information contained in Schedules number "l" through "4" is presented

for purposes of additional analysis and ts not a required part of the basic financial statements but
is supplementary information required by Rule 173-5 of the Securatics and Exchange
Commission. Such information has been subjected in the auditing procedures applied m the audit

of the basic linancial statements, and. in our opinion, is fairly stated in all material respects in
relation to the basic tinancial statements taken as a whole.

-Maenzyme-4c,
New York, NY
November 15,2012



SHEARMAN, RALSTON INC,
STATEMENT OF FINANCIAL CONMTION

SEPTEMBER 30,2002

ASSETS

CURRENT ASSETS
Cash $ 27,400
Marketablesecurities 6,786,796

Comsnission receivable from clearing broker ___RRI

Total current asseta _dJMid119

OTHER AMETS
Note receivable-stockholder 675,000

Note receivable-employee 70,000
Security deposits __14MO

Total other assets 759,080

TOTAL ASSETS £2£6099

LIABILITIES AND STOCKHOLDERW EQUITY

CURRENT LIABILITIES

Accounts payable and accrued liabilities $1,322,301
Deferred axes payable 1,861.249
Securitiessekt,notyetpurchased i1,7l5

TOTAL LIABILITIES _1J95,215

STOCKROLDERS' EQUITY
Capital Stock

Common, Class"A".$600 pu value, authorized 10,000sharers;
issued 2,$00 shares, outstanding 1,250shares 2,500

Common, Class"B".$l 00 par value, authorized 10,000shares;
issued 225 shares, outstanding i i 2,50 shares 225

Additional paid-in capital 32.151
Treasury stock, at cost(i,250 sharesof Class"A" common stock and

i 12.50sharesof Class"B" common stock) 028,485)
Retainedearnings 4321443

TOTAL STOCKHOLDERS' EQUlTY 4,431,834

TOTAL LEARILITIES AND STOCKHOLDERS' EQUITY $2A22.099

See independentauditor's report and accompanying notesto financial statements.
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INDEPENDENT AUDITOR'S REPORT
ON INTERNAL ACCOUNTING CONTROL

The Boardof Directors
Shearmari.Rahton lac.
New 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 stmeture including procedures

for safeguarding securitics, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to povide assurance on the internal
control structure.

Also, as required by Rule 17a-5(g)(1)of the Securitics and Exchange Commission, we have made

a study of the practices and procedures (including tests of compliance with such practices and
procedures) folinwed by Shearman. Ralston Inc . that we considered reler ant to the objectives
stated in Rule 17a-5(g).

The management of the Company is responsible for establishing and maintaining internal controls
and the practices and psocedures referred to in the poceding paragraph, in fulfilling this

responsibility, management is requimd to make estimates and judgments to assess the expected
benefits and related costs of intemal controls and af the practices and proceduos referred to in the

preceding paragraph and to assess whether those practices and procedures can he expected to
achieve the Commission's above-mentioned objectives. The objective of internal controls and of
the practices and procedun:s is to provide management with reasonable, but not absolute.
assurance ( I) that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and (2) that transactions are executed in accordance with

management's authoriration and recorded properly to pennit the preparation of financial

statements in accordance with generally accepted accounting principles. Rule 17a-5(g) lists
addnional objectives of the practices and procedures hsted in the poceding paragraph

Hecause of inherent hmitations in internal controls or the practices and procedures referred to
above, errors or irregularities may occur and not bc 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 eRectiveness of their design and operation may deteriorate.

IS



Our consideration of internal controls would not necessarily disclose all mauers in the intemal

enntrol struciun; that might he material weaknese under standards established by the AICPA, A
material weakness is a condition in which the doign or operation of the specific mternal control

elemems docs not educe to a relatively low icsci the risk that crrors or irregularities in amormts

that would be material m relation to the financial statements being audited may occur and not be

detected within a timely pened by employees in the normal cousse of performing their a:oigned
functions However, we noted no matters involving the miemal controls. includmg proceduos

for safeguarding secuntics that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives refend to in the
so;;ond paragraph of this report are considered by the Commission to be adequate for its purposes

in accordance with the Securities Exchange Act of 1434 and related regulations. and that

practices and procedures that do not accomplish such objectives m all material respects indicate a
material inadequacy for such purposes Based on tius understanding and our study, we believe

that the Company's practices and procedures wem adequate at September 30, 2012 to meet the
Commission's objectises

This report is intended sulch for the use of management. the Securities 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 purpose

New York, NY
Noveinber 15,2012
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