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OATH OR AFFIRMATION 

1, Michael Clancy , swear (or affirm) that, to the best of 
my knowledge and belief the accompanying financial statement and supporting schedules pe:rtajning to the finn of 
Automated IUJuity Finance Markets. Inc., as of December 31, 2013, are true and correct. I further swear (or affirm) that 
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account 
classified solely as that of a customer, except as follows: 

ChiefFinancial Offi~ 

This report** contains (check applicable boxes): 

[!! (a) Facing Page. 

[!I (b) Statement of Financial Condition. 

[!I (c) Statement oflncome (Loss). 

[!] (d) Statement of Changes in Financial Condition. 

SWORN TO AND SUBSCRIBED 
BEFORE ME THIS DATE 

FEB 2 8 2014 

[]} (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital. 

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

[!] (g) Computation of Net Capital. 

[!! (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3 

[!I (i) Information Relating to the Possession or Control Requirements Under Rule I5c3-3. 

Title 

0 (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the 
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3. 0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of 
consolidation 

[!] (1) An Oath or Affirmation. 

0 (m) A copy of the SIPC Supplemental Report. 

0 (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit. 

**For conditions of confidential treatment of certain portions ofthisfiling, see section 240.17a-5(e)(3). 
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Grant Thornton 

Grant Thornton LLP 
60 Broad Street, 24th Floor 
New York, NY 10004-2306 

T 212.422.1000 
F 212.422.0144 
www.GrantThornton.com 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Stockholder 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 December 31 , 2013 and the related notes to the financial statement. 

Management's responsibility for the financial statement 
Management is responsible for the preparation and fair presentation of this financial statement 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 the 
financial statement that is free from material misstatement, whether due to fraud or error. 

Auditor's responsibility 
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. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is 
free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statement. The procedures selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the financial statement, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the Company's preparation and fair presentation of 
the financial statement 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 Company'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 statement. 

Grant Thornton LLP 
U.S. member firm of Grant Thornton International Ltd 



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

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 December 31, 2013 in accordance with accounting 
principles generally accepted in the United States of America. 

New York, New York 
February 28, 2014 
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AUTOMATED EQUITY FINANCE MARKETS, INC. 
Statement of Financial Condition 
December 31, 2013 

ASSETS 

Cash equivalents 
Accounts receivable (net of allowance for doubtful accounts of $0) 
Other assets 

Total assets 

LIABILITIES AND STOCKHOLDER'S EQUITY 

Accounts payable and accrued expenses 
Unearned revenue 
Due to Parent 

Total liabilities 

STOCKHOLDER'S EQUITY 
Common stock, $0.0001 par value; 1,000 shares authorized; 

100 shares issued and outstanding 
Additional paid-in capital 
Accumulated deficit 

Total stockholder's equity 

Total liabilities and stockholder's equity 

The accompanying notes are an integral part of this statement. 
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$ 1,664,315 
277,649 
49,837 

$ 1,991,801 

$ 54,654 
75,000 

167,854 

297,508 

67,170,709 
(65,476,416) 

1,694,293 

$ 1,991,801 



AUTOMATED EQUITY FINANCE MARKETS, INC. 
Notes to Statement of Financial Condition 
December 31, 2013 

1. ORGANIZATION AND BUSINESS ACTIVITY 

Automated Equity Finance Markets, Inc. (the "Company") is a broker-dealer registered with the Securities 
and Exchange Commission ("SEC") and is a member of the Financial Industry Regulatory Authority, Inc. 
("FINRA"). The Company is a wholly-owned subsidiary ofQuadriserv, Inc. (the "Parent"). The Company 
is a registered Alternative Trading System and operates AQS, an automated marketplace for securities 
lending and borrowing, which centrally clears transactions through the Options Clearing Corporation 
("OCC"). 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. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Cash Equivalents 

Cash equivalents consist of cash and highly liquid investments with maturities of 90 days or less when 
acquired. The Company has cash equivalents with major financial institutions which are insured by the 
Federal Deposit Insurance Corporation ("FDIC") up to $250,000 and an investment in a registered money 
market fund which is considered Level 1 in the fair value hierarchy measurement. 

Revenue Recognition 

AQS members pay a 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 a straight-line basis over a 12-month period. Unamortized 
subscription fee balances are recorded as unearned revenue. Connectivity and transaction fees are invoiced 
and recognized based on members' monthly activity on AQS. Interest and realized and unrealized gains 
and losses on Treasury bills and certificates of deposit are recognized on an accrual basis. 

Allowance for Doubtful Accounts 

The allowance for doubtful accounts is maintained at a 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 
the amount of charge-offs, net of recoveries. The allowance is based on several factors, including a 
continuous assessment of the collectability of each account. In circumstances where a specific customer's 
inability to meet its financial obligation is known, the Company records a 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 in ASC 718 for 
accounting and reporting of share-based payments. Compensation expense related to stock options granted 
to employees by its Parent is allocated pursuant to the Company's expense sharing agreement with its 
Parent. 
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AUTOMATED EQUITY FINANCE MARKETS, INC. 
Notes to Statement of Financial Condition 
December 31, 2013 

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 a 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, a 0 
well as the reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. 

3. DUE FROM OCC 

The Company's receivable from OCC amounted to $229,242 as at December 31,2013 and was included in 
Accounts receivable on the Statement of Financial Condition. The Company collected the full amount in 
January 2014. 

4. CAPITAL CONTRIBUTIONS BY THE PARENT 

During the year, the Parent made capital contributions of $3,400,000 to the Company through the 
forgiveness of payables to Parent in addition to cash contributions totaling $250,000. 

5. LIQUIDITY 

Currently, the Company's operations are not cash flow positive. The Parent raised $3,400,000 in April2013 
through the issuance of Series 3 Preferred shares of the Parent. While management believes that it has 
adequate liquidity to further enhance and onboard customers to reach critical mass, this will ultimately 
depend on favorable resolutions of uncertainties involving the additional costs to further develop its 
systems, as well as achieve market acceptance and scalability. The Company has incurred a cumulative loss 
of$65,476,416 since its inception. 

6 NET CAPITAL REQUIREMENTS 

The Company is subject to the SEC's 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 the greater of$5,000 or 6-2/3% of aggregate 
indebtedness, as defined. At December 31, 2013, the Company's net capital was $1 ,5 82,692, which was 
$1,562,858 in excess of its required level and the Company was in compliance with all other capital ratio 
requirements. 

7. EXPENSE SHARING AGREEMENT WITH PARENT 

The Company's 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. 
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AUTOMATED EQUITY FINANCE MARKETS, INC. 
Notes to Statement of Financial Condition 
December 31, 2013 

8. INCOMETAXES 

The Company is included in the consolidated federal tax return of the Parent. The Company accounts for 
income taxes in accordance with the provisions ofFASB ASC 740, Income Taxes. As of December 31, 
2013, the Company had no uncertain tax positions that have a material impact on the financial statements 
for the year ended December 31, 2013 and any other open years. 

The Company's deferred tax asset at December 31,2013, amount to approximately $26 million. 

The deferred tax asset relates to net operating loss carryforwards for which the Company recorded a full 
valuation allowance because it is not more likely than not that the deferred tax asset will be utilized. The 
net operating loss carryforwards expire in various years through 2031, subject to limitations pursuant to 
Internal Revenue Code section 382. The Company has 2008 through 2012 as open tax years. 

9. CONCENTRATION OF CREDIT RISK 

During the period ended December 31, 2013, three customers accounted for approximately 36% of the 
Company's total revenues. Amounts due from these customers totaled $10,344 and are included in 
accounts receivable on the accompanying Statement of Financial Condition. In addition, these balances 
were subsequently collected. 

10. EQUITY INCENTIVE PROGRAM 

Effective July 1, 2011, the Parent initiated an Equity Incentive Program ("EIP"). Under the EIP, customers 
can earn up to 24,000,000 warrants convertible into common shares. These warrants will be awarded based 
on the level of maintenance fee revenues earned from the participating members over a two-year period. 

The fair value of the warrants was determined using a valuation model which incorporated several factors 
including fair value of the common stock, life of the warrants, risk-free interest rates and an expected 
volatility. The fair value of the Parent's common stock was determined by an independent valuation 
specialist based on the December 2011 issuance of Series 2 preferred stock, and taking into account the 
features of all outstanding classes of preferred stock and warrants. 

11. SUBSEQUENT EVENTS 

The Company has evaluated subsequent events through the date of the issuance of this financial statement 
and determined that there were no events that required recognition or disclosure in this financial statement. 
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Independent Registered Public Accounting Firm's Report on 
Applying Agreed-Upon Procedures Related to a Company's 

SIPC Assessment Reconciliation 

AUTOMATED EQUITY FINANCE MARKETS, INC. 

December 31,2013 



Grant Thornton 

Grant Thornton llP 
60 Broad Street, 24th Floor 
New York, NY 10004-2306 

T 212.422.1000 
F 212.422.0144 
www.GrantThornton.com 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Stockholder of 
Automated Equity Finance Markets, Inc. 

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the 
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments ("General 
Assessment Reconciliation (Form SIPC-7)") to the Securities Investor Protection Corporation ("SIPC") for the 
year ended December 31, 2013, which were agreed to by Automated Equity Finance Markets, Inc. (the 
"Company") and the U.S. Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., 
and SIPC, solely to assist you and the other specified parties in evaluating the Company's compliance with the 
applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The Company's management is 
responsible for the Company's 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 findings are as follows: 

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records 
entries (copy of check payable to SIPC and the related bank statement), noting no differences. 

2. Compared the amounts reported on the audited Form X -17 A-5 for the year ended December 31, 2013, as 
applicable, with the amounts reported in Form SIPC-7 for the period from January 1, 2013 to 
December 31, 2013, noting no differences. 

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

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules 
and working papers supporting the adjustments, noting no differences. 

Grant Thornton LLP 
U.S. member lirm of Grant Thornton International Ltd 



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 and is not intended 
to be and should not be used by anyone other than these specified parties. 

New York, New York 
February 28, 2014 
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SECURITIES INVESTOR PROTECTION CORPORATION 
P.O. Box 92185 Washington, D.C. 20090·2185 

202 371·8300 
1 Reconciliation 

For y&ar &nde<l12/l112tl13 
:.Read !hl'l imaructiono in your Wmking beforn c;onipte!mglhls Form} 

TO BE FILED BY ALL S!PC WITH FISCAL YEAR Ef401NGS 
1, Name of address, Authority, 1934 Ac! no. and month In which fiscal 
purposos of lhe requirement SEC f\ule 1 

ends lor 

r-;194i FINRA DEC 
Note: II any of the information shown on lhe 

AUTOMATED EQUITY FINANCE MARKETS INC 10"i0 
5415 WASHINGTON BLVD 7TH FL 
JERSEY CITY NJ 073HM607 

2. A. General Assessment (Hem 2e lrorn page 2) 

B. Lot<s payment made with SIPC·6 filed (exclude Interest) 

Dale 
C. Less prior overpaymenl applied 

D. Assessmenl balance due or (.OVtHpaymenl) 

E. Interest on !ale paymertl ins !ruction 

_j 

mal!lng label requires correction, e-mail 
any corrections to lorm@slpc.org and so 
lndioate on the form Bled. 

Name and telephone number of person to 
contacl respecting this form. 

.% 1/C~ Y'Jf·/t;',<() 

a! per annum 

F. Total assessment balanc.e and interest due (or overpayment carried forward) 

G. PAID WITH THIS FORM: 
Check enclosed. payable to SIPC 
Total {must ba same as F above) 

H. Overpayment carried forward 

3. Subsidiaries (S) and included 111this form 

The SIPC member this f<lrm and !he 
person by whom il is rapo.1sent thereby 
that all inlormtltlon contained herain is true, correct 
and 

name and 1934 Acl number): 

This form and !he assessment paymeni is dun SO the end ol !ho fiscal year. Retain the Working 
for a period of not less than 6 years, the la1es! 2 years in an accessible 

of !his form 



DETERMINATION OF "SIPC NET OPERATING REVENUES, 
AND GENERAL ASSESSMENT 

Item No. 
2a. Total revenue (FOCUS Line 1 ?/Part IIA Line 9. Code 4030) 

2b. Addilions: 
(1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and 

predecessors not includ~d above. 

(2) Net loss from principal transactions in securities in trading accounts. 

(3) Net loss from prlnc!paltransactions in commodities in trading accounts. 

(4) Interest and dividend expense deducted in determining l!em 2a. 

(5) Net loss from management of or participation in the underwriting or distribution of securities. 

(6) Expenses other than advertising, printing, registration fees and legal fees deducted In determining net 
profl!lrom management of or participation In underwriting or distribution of securities. 

(7) Net loss !rom securities in Investment accounts. 

Total additions 

2c. Deductions: 
{1) Revenues from the distribution of shares of a registered open end Investment company or unll 

investment trust. from the sale ot varlable annuities, from tile business of insurance, from Investment 
advisory services rendered to registered investment companies or Insurance company separate 
accounts, and from transaclions in security futures products. 

(2) Revenues from commodity transaclions. 

(3) Commissions, floor brokerage and clearance paid to other SIPC members In connection with 
securilles transactions. 

(4) Reimbursements lor postage in connection with proxy solicilallon. 

(5) Net gain !rom securilies in Investment accounts. 

(6) 100% of commissions and markups earned from transactions In (I) cer!llicates of deposil and 
(II) Treasury bills, bankers acceptances or commercial paper that mature nine months or less 
from issuance date. 

{7) Direct expenses of printing advertising and legal lees incurred in connection with other revenue 
related to the securities business (revenue defined by Sec!lon 16{9)(l) or the Acl). 

(8) Other revenue not related either direo!ly or indirectly to the securities business. 
(See lnstruclion C): 

·-------·---~· (Deductions in excess of $100,000 require documentation) 

(9) (i) Total interest and dividend expense (FOCUS Line 221PART IIA Une 13, 
Code 4075 plus line 2b(4) above) but not in excess 
of iotal interest and dividend income. 

(ii) 40% of margin interest earned on customers securi!ies 
accounts (40% of FOCUS line 5, Code 3960). 

Enter the greater ot line (i) or (ii) 

To!al deduclions 

2d. SlPC Net Operating Revenues 

2e, General Assessment @ .0025 

2 

Amounts for the fiscal period 
beginning 111/2013 
and ending 12/31/2013 

Ellmlnale cents 
$ ~.~I?~ ~..25"' 

(to page I, line 2.A.) 



Report of Independent Registered Public Accounting Firm 
on Internal Control Required by SEC Rule 17a-5(g)(1) 

AUTOMATED EQUITY FINANCE MARKETS, INC. 

December 31, 2013 



Llf> 
60 Broad Street, 24th 
New York. NY 10004-2306 

www. Grant Thornton.com 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5(g)(l) 

To the Stockholder of 
Automated Equity Finance Markets, Inc. 

In planning and performing our audit of the financial statements of Automated Finance Markets, Inc. (the 
"Company") as of December 31, 2013 and for the year then ended, 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 audit procedures that are appropriate in the circumstances 
for the purpose of expressing an opinion on 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 ofthe Company's internal control. 

Also, as required by Rule 17a-5(g)(l) of the U.S. 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 compliance with 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 and net capital under Rule 17a-3(a)(ll) 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: 

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(ll) and 
the reserve required by Rule 15c3-3(e). 

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the recordation 
of differences required by Rule 17a-13. 

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve 
Regulation T of the Board of Governors of the Federal Reserve System. 

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities of 
customers as required by Rule 15c3-3. 

o! Grant Thornton lnternat1onal Ltd 



Management of the Company is responsible for establishing and maintaining effective internal control and for 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 above-mentioned objectives. Two ofthe 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 accounting principles generally 
accepted in the United States of America. 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 material weakness is a deficiency, or a 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 
was not designed to identify all deficiencies in internal control that might be material weaknesses. We did not 
identify any deficiencies in the Company's 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 December 31,2013, to meet the SEC's objectives. 

This report is intended solely for the information and use of the Company's stockholder, management, the SEC, 
the Financial Industry Regulatory Authority 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. 

New York, New York 
February 28,2014 
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