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INDEPENDENT AUDITOR’S REPORT

Ad3ptus

To SpreadZero LLC
Adeptus Parmners. HEC Report on the Financial Statements
Accoumants § Advisans
A Tast 4uth Street We have audited the accompanying statement of financial condition of SpreadZero LLC
e vork. T o (a wholly-owned subsidiary of SpreadZero Inc. and a development stage company), as of

June 30, 2014, and the related statements of operations, changes in member's equity,
and cash flows for the year then ended, and the related notes to the financial statements
that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934.
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Management’s Responsibility for the Financial Statements

Management is responsibie for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of SpreadZero LLC as of June 30, 2014, and the results of
its operations and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
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Emphasis-of-matter Regarding Going Concern

The accompanying financial statements have been prepared assuming that the Company
will continue as a going concern. As discussed in Note 2 to the financial statements, the
Company has not generated revenue, has experienced losses since inception and has
limited cash on hand. These conditions raise substantial doubt about its ability to continue
as a going concern. Management's plans regarding those matters also are described in
Note 2. The financial statements do not include any adjustments that might result from
the outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The computation of net capital (page 12) is presented for
purpose of additional analysis and is not a required part of the financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of
1934. Such information is the responsibility of management and was derived from and
related directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

New York, NY
August 15, 2014



SpreadZero LLC

(A Wholly-Owned Subsidiary of SpreadZero Inc.)

(A Development Stage Company)
Statement of Financial Condition
June 30, 2014

ASSETS

Cash
Other assets

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY
Liabilities

Accrued expenses
Member's Equity

Member's capital
Deficit accumulated in the development stage

Total member's equity

TOTAL LIABILITIES AND MEMBER'S EQUITY

The accompanying notes are an integral part of this financial statement.
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15,777
1,507

17,284

7,500

505,782

(495,998)

9,784

17,284



SpreadZero LLC

(A Wholly-Owned Subsidiary of SpreadZero Inc.)

(A Development Stage Company)
Statement of Operations
For the Year Ended June 30, 2014

Revenues

Expenses
Salaries
Professional services
Rent
General and administrative

Total expenses

Net loss

$

36,000

25,500

4,800
392

The accompanying notes are an integral part of this financial statement.

6

$ -
66,692
3 66,692



SpreadZero LLC

(A Wholly-Owned Subsidiary of SpreadZero Inc.)
(A Development Stage Company)

Statement of Changes in Member's Equity

For the Year Ended June 30, 2014

Balance - July 1, 2013 $ 6,896
Capital contributions for expenses - non-cash
for the year ended June 30, 2014 65,580
Capital contribution - cash 4,000
Net loss (66,692)
Balance - June 30, 2014 $ 9,784

The accompanying notes are an integral part of this financial statement.
7



SpreadZero LLC

(A Wholly-Owned Subsidiary of SpreadZero Inc.)
(A Development Stage Company)

Statement of Cash Flows

For the Year Ended .}June 30, 2014

Cash flows from operating activities:

Net loss $ (66,692)
Adjustments to reconcile net loss to net cash used in operating activities:
Allocation of Company expenses contributed by Parent as capital 65,580

Net change in operating assets and liabilitites:

(Increase) in other assets (1,408)
Increase in accrued expenses 1,500
Net cash used in operating activities (1,020)

Cash flows from financing activities:
Capital contribution 4,000
Net increase in cash 2,980
Cash, beginning of year 12,797
Cash, end of year S 15,777

SUPPLEMENTAL SCHEDULE OF NONCASH FINANCING ACTIVITY:
Contribution of amounts due to Parent to capital $ 65,580

The accompanying notes are an integral part of this financial statement.
8



SPREADZERO LLC
(A WHOLLY-OWNED SUBSIDIARY OF SPREADZERO INC.)
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

Note 1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
(@) ORGANIZATION

SpreadZero LLC (the “Company’), a wholly owned subsidiary of SpeadZero Inc.,
formerly SpreadZero Holdings Inc. (the Parent} was formed as a limited liability
company in Delaware on October 23, 2007. The Company was formed to engage in
the management of its Parent's proprietary trading platform for debt and equity
securities.

The Company has been in the development stage since its formation and has not yet
generated any revenue. The Company has had limited expenses consisting of start-up
related activities. The Company is behind schedule for launching. The delay is due to
the Parent refining the software for the trading platform. The Company anticipates
beginning operations at an undetermined future date. As such, the Company is
considered to be a development stage enterprise.

On January 1, 2009 the Company became a registered broker-dealer with the
Securities and Exchange Commission and a member of the Financial Industry
Regulatory Authority, Inc.

(b) ACCOUNTING BASIS

The financial statements of the Company have been prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United
States of America.

(c) USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the dates of the financial statements
and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

(d) CASH AND CASH EQUIVALENTS

The Company considers all highly liquid debt instruments with a maturity of three
months or less at time of purchase to be cash equivalents.

(e) INCOME TAXES

The Company is not subject to income taxes. The member reports its distributive share
of income or loss on their own tax return. The tax years that remain subject to
examination by taxing authorities are 2013, 2012 and 2011.

(f) START-UP AND ORGANIZATIONAL COSTS

Start-up and organizational costs are expensed as incurred.



Note 2.

Note 3.

SPREADZERO LLC
(A WHOLLY-OWNED SUBSIDIARY OF SPREADZERO INC.)
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

(9) SUBSEQUENT EVENTS

For the year ended June 30, 2014, the Company has evaluated subsequent events for
potential recognition or disclosure through August 15, 2014, the date the financial
statements were available for issuance.

GOING CONCERN

To date, the Company has not generated revenue, has experienced losses since
inception and has limited cash on hand. Collectively, these factors raise substantial
doubt about the Company’s ability to continue as a going concern.

Management believes that its Parent will provide it with additional capital on an as-
needed basis in the form of either loans or additional capital contributions to ensure that
it is able to continue its operations. The Parent, however, may not have sufficient cash
flows to provide such funds without raising additional capital for itself. In the event the
Company is unable to obtain additional financing, there is no assurance that the
Company will be able to continue as a going concern.

The accompanying financial statements do not include any adjustments that might be
necessary if the Company is unable to continue as a going concern.

NET CAPITAL AND MINIMUM CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of
1934, the Company is required to maintain a minimum net capital, as defined under
such provisions. At June 30, 2014, the Company had net capital and net capital
requirements of $8,277 and $5,000, respectively. According to Rule 15c3-1, the
Company's net capital ratio shall not exceed 15 to 1. As of June 30, 2014, the
Company's net capital ratio was .91 to 1.

The Company operates pursuant to the exemption in SEC Rule 15¢3-3(k){2)(ii).

Note 4. CASH CREDIT RISK CONCENTRATION

The Company maintains an account in a bank located in the New York area. There is
no excess of the deposit balance over amounts covered by the federal insurance at
June 30, 2014.

Note 5. COMMITMENTS AND CONTINGENCIES

In addition, the Company could become involved in legal claims arising in the ordinary
course of its activities. In the opinion of management, the outcome of any legal
proceedings would be covered by the Company’s insurance policies and accordingly,
would not have a material effect on the Company’s financial position or results of
operations.

10



SPREADZERO LLC
(A WHOLLY-OWNED SUBSIDIARY OF SPREADZERO INC.)
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

Note 6. RELATED PARTY TRANSACTIONS

The Company’s operating expenses are allocated to it by its Parent pursuant to an
expense sharing agreement. Pursuant to such arrangement, the Company is allocated
its share of certain Parent operating costs monthly based upon usage and the mutual
agreement of the Company and its Parent, at $6,465 per month. In April of 2014, the
monthly cost changed to $2,465 per month. This was the result of certain salary no
longer being allocated to the Company. The Parent also pays for certain professional
fees on behalf of the Company and is reimbursed by the Company on a dollar-for-dollar
basis. For the year ended June 30, 2014, the allocation of Company expenses
contributed by its Parent as capital was $65,580, which also includes certain specific
non-allocated costs of the Company of $7,500. As of June 30, 2014, the Company has
no amount due to its Parent for the reimbursement of such costs.

The Company is charged a certain percentage of rent based on office space used from
its Parent on a monthly basis. Total rent expense for the year was $4,800.

Note 7. FAIR VALUE MEASUREMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1) and the lowest priority to unobservable inputs (level 3). The three
levels of the fair value hierarchy are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Plan has the ability
to access.

Level 2 Inputs to the valuation methodology include

e quoted prices for similar assets or liabilities in active markets;

e quoted prices for identical or similar assets or liabilities in inactive
markets,

* inputs other than quoted prices that are observable for the asset or
liability;

e inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

If the assets or liability has a specified (contractual) term, the level 2
input must be observable for substantially the full term of the asset or
liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques maximize the use of relevant observable inputs and minimize the
use of unobservable inputs.

In determining the appropriate levels, the Company performs a detailed analysis of the
assets and liabilities that are subject to fair value measurements.

Other assets, as well as liabilities of a current maturity, approximate fair value due to
their short-term nature.

11
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SpreadZero LLC

(A Wholly-Owned Subsidiary of SpreadZero Inc.)

(A Development Stage Company)

Computation of Net Capital Pursuant to SEC Uniform Net Capital Rule 15¢3-1
June 30, 2014

Credit:
Member's Equity

Debits:
Nonallowable assets:
Other assets
Total debits
Net capital before haircuts
Haircuts on securities positions

Net Capital

Minimum requirements of 6-2/3% of aggregate indebtedness of $7,500
or SEC requirement of $5,000, whichever is greater

Excess net capital

Aggregate Indebtedness:
Accrued expenses
Total aggregate indebtedness

Ratio of Aggregate Indebtedness to Net Capital
NOTE: There are no material differences between the above computation of net capital

and the corresponding computation as submittted by the Company with the
unaudited Form X-17A-5 as of June 30, 2014.

See Independent Auditor's Report.
12
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9,784

1,607
1,507

8,277

8,277

5,000

3,277

7,500
7,500

91to1
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INDEPENDENT AUDITOR'’S REPORT ON INTERNAL CONTROL
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5(g)(1) FOR
A BROKER-DEALER CLAIMING AN EXEMPTION FROM SECURITIES AND
EXCHANGE COMMISSION RULE 15¢3-3

To SpreadZero LLC

In planning and performing our audit of the financial statements of SpreadZero LLC (the
“Company”), as of and for the year ended June 30, 2014, in accordance with auditing
standards generally accepted in the United States of America, we considered the
Company's internal control over financial reporting (“internal control”) as a 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 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(11) and for determining
compliance with the exemptive provisions of Rule 15c3-3. Because the Company does
not carry securities amounts 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 securites examinations, counts, verifications, and
comparisons and recordation of differences required by Rule 17a-13.

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Reguiation 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 SEC’s previously 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 that transactions are executed in accordance with management's authorization
and recorded properly to permit with 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 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 deficiency in internal control 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 and correct, misstatements on a timely basis. A significant
deficiency is a deficiency, or combination of deficiencies, in internal control that is less

severe than material weakness, yet important enough to merit attention by those charged
with governance.

13



A material weakness is a deficiency, or combination of deficiencies, in internal control,
such that there is a reasonable possibility that a material misstatement of the Company's
financial statements will not be prevented, or detected and corrected, on a timely basis.

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 previously.

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 June 30, 2014, to meet the
SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, and the SEC, 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.

/4/7/76-5 a5 —, Ll

New York, NY
August 15, 2014
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