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OAT LI OR AFFIRMATION

FoddGraber swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of

AutomqfedIcgifyfinance Markets Inc as of Sgptember 2009 are true and correct further swear or

affirm that neither the company nor any partner proprietor principal officer or director has
any proprietary interest in any account classified

sold as that of customer except as follows

Signar ore

NATAUL HWERIN chikLi3inffiTTtl Officer

Notary Public Slate of New York Title
No 01SC8203588

Qualified in New York County
Term EpireaApnl Id 2013

Notary Public
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Reconciliation including appiopriate explanation of the Computation of Net Capita Under Rule 15c3-I and the

Computation foi Determination of the Reseive Requucments Under Fxhibit of Rule 15c33

Reconciliation between the audited and unaudited Statements of Financial ondition with respect to methods of

onsolidation
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholder of

Automated Equity Finance Markets Inc

We have audited the accompanying statement of financial condition of Automated Equity Finance Markets
Inc the Company as of September 30 2009 This financial statement is the

responsibility
of the

Companys management Our responsibility is to express an opinion on the financial statement based on
our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America as established by the American Institute of Certified Public Accountants Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is

free of material misstatement An audit includes consideration of internal control over financial reporting as
basis for designing audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control over financial
reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statement 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 financial statement referred to above presents fairly in all material respects the financial

position of Automated Equity Finance Markets Inc as of September 30 2009 in conformity with

accounting principles generally accepted in the United States of America

C9-i-7Z0-711
New Yorlç New York

November 242009
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Automated Equity Finance Markets Inc

STATEMENT OF FINANCIAL CONDITION

September 30 2009

ASSETS

Cash and cash equivalents 712164
Investments in U.S Treasury bills at fair value 3999620
Investments in certificates of deposit at fair value 1533163
Accounts receivable net of allowance for doubtful accounts of $18138 55279
Other assets

15689

Total assets 6315915

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable and accrued expenses 31697

Unearned revenue 56250

Due to Parent 4.149630

Total liabilities 4r237r577

Stockholders equity

Common stock $0.0001 par value 1000 shares authorized

100 shares issued and outstanding

Additional paid-in capital 22000000

Accumulated deficit 19r921662

Total stockholders equity 2078338

Total liabilities and stockholders equity 6315915

The accompanjiing notes are an intgra/part of this statement
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE ORGANIZATION AND BUSINESS ACTIVITY

Automated Equity Finance Markets Inc the Company is broker-dealer registered with the Securities

and Exchange Commission SECand is member of The Financial Industry Regulatory Authority

FINRA The Company is wholly-owned subsidiary of Quadriserv Inc Parent The Company is

registered Alternative Trading System and operates AQS an automated marketplace for securities lending
and borrowing which centrally clears transactions through the Options Clearing Corporation 0CC
Members utilizing the AQS marketplace include broker/dealers prime brokers agent lenders and hedge
funds The Company does not carry accounts on behalf of securities customers

The Company was organized pursuant to the laws of the state of Delaware during 2008 and commenced its

pilot program in January 2009 subsequent to the acceptance of its FINRA membership during December
of 2008 Effective May 31 2009 the Company officially ended its

pilot program and began charging
members for use of the AQS marketplace

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liquid investments with maturities of 90 days or less

when acquired The Company has cash and cash equivalents with major financial institution which is

insured by the Federal Deposit Insurance Corporation FDIC up to $250000

Investments in U.S Treasury Bills and
CertfIcates of Deposit

Investments are carried at fair value Investments consist of U.S Treasury bills with maturities of
greater

than 90 days when acquired as well as certificates of deposit Certificates of deposit are with various banks

and are $250000 or under and accordingly insured by FDIC

Fair Value Measurement
Hierarchji

The Company adopted the guidance issued by Financial Accounting Standards Board FASB to

establish accounting and reporting standards related to fair value measurements effective October 2008
This guidance establishes hierarchy that prioritizes the inputs to valuation techniques giving the highest
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE continued

priority to readily available unadjusted quoted prices in active markets for identical assets Level

measurements and the lowest priority to unobservable inputs Level measurements when market
prices

are not readily available or reliable The three levels of hierarchy under the guidance are described as

follows

Level Quoted price in active markets for identical securities such as U.S Treasury bills

Level 2- Prices determined using other significant observable inputs Observable inputs are inputs

that other market participants would use in pricing security which may include quoted

prices for similar securities such as certificates of deposits interest rates prepayment

speeds credit risk and others

Level Prices determined using significant unobservable inputs In certain situations where quoted

prices or observable inputs are unavailable unobservable inputs may be used

Unobservable inputs reflect the Companys own assumptions about the factors market

participants would use in pricing an investment and would be based on the best information

available

The various inputs that may be used to determine the value of the investments are summarized in the three

levels presented above The inputs or methodologies used for valuing investments are not necessarily an
indication of the risk associated with investing in those securities Changes in valuation techniques may
result in transfers in or out of an investments assigned level as described above

Revenue Recqgnition

AQS members pay one-time application fee when they initially register and an annual subscription fee to

be able to transact on the system The application fee is recognized as revenue when invoiced and the

annual subscription fee is recognized on straight-line basis over 12-month period Unamortized

subscription fee balances are recorded as deferred revenue Connectivity and transaction fees are

recognized based on members monthly activity on AQS

Allowance for Doubfu1Accounts

The allowance for doubtful accounts is maintained at level that management believes to be sufficient to

absorb probable losses in the accounts receivable
portfolio and is assessed periodically by management

Increases in the allowance for doubtful accounts are charged against operating results and it is decreased by
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE continued

the amount of charge-offs net of recoveries The allowance is based on several factors including

continuous assessment of the collectability of each account In circumstances where specific customers

inability to meet its financial obligation is known the Company records specific provision for bad debts

against amounts due to reduce the receivable to the amount it reasonably believes will be collected

Share-based Compensation

The Parent accounts for share-based compensation pursuant to guidance issued by FASB for accounting

and reporting of share-based payment Compensation expense related to stock options granted to

employees by its Parent is allocated pursuant to the Companys expense sharing agreement with its Parent

Income Taxes

The Company is included in the consolidated federal state and local income tax returns filed by the Parent

The Company determines its provision for income taxes as if it files on separate return basis Deferred

taxes are recognized based on the difference between the financial reporting and income tax basis of assets

and liabilities using estimated income tax rates that will be in effect when such differences reverse

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in the United

States of America management makes estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial

statements as well as the reported amounts of revenues and expenses during the reporting period Actual

results could differ from those estimates

Subsequent Events

The impact of subsequent events on the accompanying statement of financial condition has been evaluated

through November 24 2009
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE RECENT ACCOUNTING PRONOUNCEMENTS

In July 2006 the FASB issued guidance on accounting for uncertainty in income taxes The guidance

clarifies the accounting for uncertainty in income taxes recognized in an enterprises financial statements in

accordance with previously issued guidance on accounting for income taxes The guidance prescribes

recognition threshold and measurement attributable for the financial statement recognition and

measurement of tax position taken or expected to be taken in tax return It also provides guidance on

derecognition classification interest and penalties accounting in interim periods disclosures and
transitions On December 30 2008 the FASB issued further guidance that explained effective date of the

guidance for certain nonpublic enterprises This guidance defers the effective date of the guidance on

accounting for uncertainty in income taxes for certain nonpublic enterprises including nonpublic not-for-

profit organizations for fiscal
years beginning after December 15 2008 The Company does not expect

adoption of the guidance to have material effect on its fmancial condition and cash flows

In June 2009 the FASB issued the Accounting Standards Codification the Codification and new

hierarchy of
generally accepted accounting principles The new guidance became the source of

authoritative U.S generally accepted accounting principles recognized by the FASB to be applied by
nongovernmental entities As result all of the Codifications content now carries the same level of

authority effectively superseding the hierarchy of generally accepted accounting principles previously
issued The new guidance was effective for the Company in 2009 The adoption of this new guidance did

not have material impact on the Companys statement of financial condition

NOTE CAPITAL CONTRIBUTIONS BY THE PARENT

During November 2008 and March 2009 the Parent made cash
capital contributions to the Company in

the amounts of $500000 and $10000000 respectively During October 2008 and January 2009 the Parent

made capital contributions to the Company in the amounts of $4000000 and $2500000 respectively

through the forgiveness of payables

NOTE LIQUIDITY

Currently the Companys operations are not producing significant revenues The Parent raised

$33600000 in March 2009 through the issuance of Series Preferred shares of the Parent In May 2009
the Company launched its AQS marketplace The Company is still in the process of making enhancements
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE continued

to the system and
integrating the system with other

third-party partners There are risks related to the

development and introduction of new system including but not limited to additional costs to develop
market market acceptance and scalability While management believes it has adequate liquidity to further

enhance and onboard customers to reach critical mass this will
ultimately depend on favorable

resolutions of these uncertainties The Company has incurred cumulative loss of $19921662 since its

inception

NOTE NET CAPITAL REQUIREMENTS

The Company is subject to the SECs Rule 15c3-1 which requires the maintenance of minimum net capital

The Company utilizes the basic method permitted by Rule 15c3-1 which requires that the Company
maintain minimum net capital as defined equal to $5000 At September 30 2009 the Companys net

capital was $2030743 which was $2025743 in excess of its required level

NOTE EXPENSE SHARING AGREEMENT WITH PARENT

The Companys expense sharing agreement requires that the Parent make available certain properties and

provide for the performance of certain services for the Company in exchange for consideration as

described in the agreement

NOTE 0CC CLEARINGAGREEMENT

On December 22 2008 0CC Delaware corporation and the Company entered into an agreement for

clearing and settlement services Per the agreement the Company engaged 0CC to provide clearing
and

settlement services in respect of stock loans executed through AQS

Per the agreement between the Company and 0CC the Company paid one-time fee of $1000000 to

0CC for their clearing and settlement services Either party to the agreement may terminate the agreement

at any time giving the other party at least 12 months prior written notice
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Automated Equity Finance Markets Inc

NOTES TO STATEMENT OF FINANCIAL CONDITION

September 30 2009

NOTE INCOME TAXES

The Companys deferred tax asset at September 30 2009 amounts to approximately $7970000 The
deferred tax asset relates to net operating loss carryforwards for which the Company recorded full

valuation allowance The net operating loss carryforwards expire in various
years through 2029 subject to

limitations pursuant to Internal Revenue Code Section 382

NOTE INVESTMENTS

As required by guidance issued by FASB investments are classified within the level of the lowest significant

input considered in determining fair value The following table summarizes the valuation of the Companys
investments within the fair value hierarchy levels as of September 30 2009

Quoted prices in Other significant

active markets observable Unobservable

for identical assets inputs inputs Balance as of

Level Level Level September 30r 2009

Investments in U.S

Treasury bills $3999620 $3999620

Investments in

certificates of deposit 1.533163 1.533163

Total $3999620 $1533163 $5532783
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

To the Shareholder of

Automated Equity Finance Markets Inc

In planning and performing our audit of the the financial statements and supplementary information of

Automated Equity Finance Markets Inc the Company as of and for the year ended September 30 2009

in accordance with auditing standards
generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose
of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission the SEC we have

made 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-5g in making the periodic computations of

aggregate indebtedness and net capital under Rule 17a-3a11 and for determining compliance with the

exemptive provisions of Rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

-2-
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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 SECs 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 managements
authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in 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

control deficienfy exists when the design or operation of control does not allow management or employees
to prevent or detect misstatements on timely basis in the normal course of performing their assigned

functions

szgnfIcant deficieny 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 akness 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 the Companys practices and procedures as

described in the second paragraph of this report were adequate at September 30 2009 to meet the SECs

objectives

-3-



This report is intended
solely for the information and use of management the SEC the Financial Industry

Regulatory Authority and other regulatory agencies that
rely on Rule l7a-5g under the Securities Exchange

Act of 1934 in their regulation of
registered brokers and dealers It is not intended for and should not be

used by anyone other than these specified parties

77r744y /-p

New York New York

November 24 2009
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INDEPENDENT ACCOUNTANTS REPORT ON APPLYING
AGREED-UPON PROCEDURES RELATED TO AN ENTITYS

SIPC ASSESSMENT RECONCILIATION

To the Shareholder of

Automated Equity Finance Markets Inc

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
Assessment Reconciliation Form SIPC-7TI to the Securities Investor Protection Corporation

SIPC for the fiscal period from April 2009 to September 30 2009 which were agreed to by Automated

Equity Finance Markets Inc the Company the Securities and Exchange Commission Financial Industry

Regulatory Authority Inc and SIPC solely to assist you and the other
specified parties in evaluating the

Companys compliance with the applicable instructions of the Transitional Assessment Reconciliation Form
SIPC-7T The Companys management is responsible for the Companys compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The
sufficiency of these

procedures is
solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the
sufficiency of the procedures described below either for the purpose for which

this report has been requested or for any other purpose The procedures we performed and our tndings are as

follows

Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement records

copy of the check payable to SIPC or transaction per broker statement noting no differences

Compared Total Revenues from the audited Form X-17A-5 for the fiscal year ended September 30
2009 less revenues reported on the unaudited FOCUS reports for the period from October 2008 to

March 31 2009 as applicable with the amounts reported in Form SIPC -7T for the period from April
2009 to September 30 2009 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers
noting no differences and

Grant Thornton LLP

U.S member hrm of Grant Thornton nternational Ltd



Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related schedules and working papers supporting the adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have

been reported to you

This report is intended solely for the information and use of the specified parties listed above It is

not intended for and should not be used by anyone other than these
specified parties

New York New York

November 24 2009
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SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St N.W Suite 800 Washington D.C 20005-2215

202-371-8300

Transitional Assessment Reconciliation

Read oarefully the instructions in your Working Copy before completing this Form

27-REV 3109

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

067941 FINRA SEPT
Automated Equity Finance Markets Inc

529 Fifth Avenue

14th Floor

New York NY 10017

General assessment item .e from page not less than $1O minimum

t.ess payment made with SIPC-4 made in January February or March 2009

For all fiscal year ends except January February or March

01 I1J./2009

Date Paid

Assessment balance due

Interest computed on late payment see Instruction for__days at 20 pet annum

Total assessment balance and interestdue or overpayment carded forwardI

PAID WITH THIS FORM
check enclosed payable Jo S.IPC 376.80
Total must be same as above

Subsidiaries and predecessors included in this form give name and 19.34 Act registration number

376.80

000

37680

The SIPC member submItting this form and the

person by witom it is executed represent thereby

that all informahon contained heroin is true correct

and complete

Dated the day of__November 2009

Automated Equity Finance Markets Inc

_eot
AuthorizeS $Ignaftiroj

Chief Financial Officer

ISle

This form and the assessment payment is due 80 days after the end of the fIscal year Retain the Working Copy of this form

for period of not less the.n years the latest years In an easIly accessIble place

__ ____________
Postmarked

Calculations _________

Exceptions

Disposition of exceptions

Received Reviewed

Documentation _________ Forward Copy

SIPC-7T

27-REV 3/09

SIPC-7T

Note If any of the information shown ott the mailing label

requires correction please a-mail any corrections to

Iorm@sipc.org and so indicate on the form filed

Name and telephone number ot person to contact

respectin9 form

Todd Graber 2121905-5221

526.80

150.00



2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or tess

from issuance date

Direct expenses of
printing advertising and

legal
fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or lndirectty to the securities business

See Instruction

Totat interest and dividend expense FOCUS Line 22/PART IA Line 13

Code 4075 plus line 2b4 above but not In excess

of total Interest and dividend income ______________________________

Ii 40% of interest earned on customers securities accounts

40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

Amounts for the fiscal period

beginning April 2009

and ending
September30 20.2

Eliminate cents

210721.00

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Item No

2a Total revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not inctuded above

Net toss from
principal

transactions in securities in trading accounts

Net loss from principal transactions In commodities in tradingaccounts

Interest and dividend expense deducted in determinIng item 2a

Net loss from management of oi participation in the underwriting or distribution of securities

Expenses other than advertising printing registration tees and legal fees deducted in determining net

profit from management ofor participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

0.00

0.00

0.00

0.00

0.00

0.00

.oo

0.00

0.OQ

00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

526.80

to page but not less than

$150 minimum


