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ACKNOWLEDGMENT

State of Nevada

County of Washoe

2o before me I_ Notary Public

Personally appeared H-\ tt rpr who proved to me on the basis of

satisfactory evidence to be the person whose name is subscribed to the within instrument and acknowl

edged to me that he executed the same in his/her authorized capacity and that by his/her signature on

the instrument the person or the entity upon behalf of which the person acted executed the instru

ment

certify under PENALTY OF PERJURY under the laws of the State of Nevada that the foregoing paragraph

is true and correct

Witness my hand and official seal

Lynn Elizabeth Lacy
NOTARY PUBLIC STATE OF NEVADA

My Appointment Expires 02101/20i5

Appointment No 11-4078-12
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GOODRICH BARON GOODYEAR LLP
Certified Public Accountants

INDEPENDENT AUDITORS REPORT

The Board of Directors

Tahoe Fixed Income LLC

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Tahoe Fixed Income LLC the

Company as of December 31 2012 and the related statements of income changes in members

equity and cash flows for the year then ended that are filed pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible 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

Auditors 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 of 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 auditors 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 Companys 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 Companys
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 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 Tahoe Fixed Income LLC as of December 31 2012 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



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The information contained on pages 12-14 is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rulel7a-5 under

the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the

financial statements The information on pages 12-14 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 on pages 12-14 is fairly stated in all material respects in relation to the financial

statements as whole

Long Beach California

February 18 2013
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TAHOE FIXED INCOME LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash in bank 495511
Receivable from Clearing organization 12080965
Securities owned at market value 34683454
Prepaid expense and other assets 52373

Property and equipment net of accumulated

depreciation 56959

Total assets 47369262

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable 53483
Accrued expenses 25174
Payable to Clearing organization 36014749

Total liabilities 36093406

Members equity ii .275.856

Total liabilities and members equity 47.369.262

The accompanying notes are an integral part of these financial statements
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TAHOE FIXED INCOME LLC

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31 2012

Revenues

Net gains on sale of securities

Interest income

Unrealized gain loss on securities held

Other income

3561025
881749

1112103
1459

Total revenues 3332130

Expenses

Salaries benefits and payroll taxes

Consulting fees

Ticket charges

Insurance

Interest

Data subscriptions

ATS/ECN charges

Professional fees

Communications

Licenses registrations taxes and

other fees

Retirement plan contributions and expenses

Rent

Depreciation

Office expense

Other

Total expenses

1580072
7020

315952

2312

945952

399742

439854

35779

22029

75157

90926

91914

16355

11551

62861

4097476

Net loss 765346

The accompanying notes are an integral part of these financial statements
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TAHOE FIXED INCOME LLC

STATEMENT OF MEMBERS EQUITY

YEAR ENDED DECEMBER 31 2012

Balance at December 31 2011 12406203

Capital withdrawals 365001

Net loss 765346

Balance at December 31 2012 11.275.856

The accompanying notes are an integral part of these financial statements
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TAHOE FIXED INCOME LLC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2012

Cash flows from operating activities

Net loss 765346
Adjustments to reconcile net loss to

net cash provided by operating activities

Depreciation 16355

Changes in operating assets and liabilities

Decrease in deposits with Clearing organization 12565
Decrease in accrued expenses 25174
Increase in securities owned net 4982670
Increase in prepaid expenses and other expenses 9518
Increase in payable to Clearing organization 6104588
Decrease in accounts payable 12375

Total adjustments 154119

Net cash flows provided by operating activities 388773

Cash flows from investing activities

Additions to property and equipment 10754

Net cash used for investing purposes 10754

Cash flows from financing activities

Contributions withdrawn by members 365000

Net cash flows used for financing activities 365000

Net increase in cash 13019

Cash at beginning of year 482492

Cash at end of year 495.511

SUPPLEMENTAL CASH INFORMATION

Cash paid for interest 945952

The accompanying notes are an integral part of these financial statements
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TAHOE FIXED INCOME LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

The Company is registered broker-dealer formed under the laws of the State of Nevada

maintaining its principal office in Reno Nevada with branch office in Carlsbad California

The Company is subject to minimum net capital requirement of $100000 pursuant to SEC

Rule 5c3-1 The Company operates pursuant to the k2ii exemptive provision of SEC

Rule 5c3-3 The Companys activities are primarily comprised of purchasing and selling

government and agency securities corporate obligations and bank Certificates of Deposit and

holding these types of securities for the Companys own account

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that

affect certain reported amounts and disclosures Actual results could differ from those

estimates

Cash and cash equivalents

For purposes of the statement of cash flows the Company considers all highly liquid debt

instruments purchased with an original maturity of three months or less to be cash

equivalents

Clearing Organizations

The Company has an agreement with other securities brokers and dealers primarily one

organization to act as clearing organizations for the Company The clearing organizations

clear all security transactions and maintain customer accounts

The Company is required to maintain certain deposit levels with clearing organizations The

amount of the deposit depends on the agreement with the clearing organization and the

exchange market requirements As of December 31 2012 the Company had deposit levels

with clearing organizations exceeding the requirements

Marketable Securities/Fair Value

As required by the Fair Value Measurements and Disclosures Topic of Financial Accounting

Standards Board Accounting Standards Codification FASB ASC the Company is required to

use three-tiered fair value hierarchy in determining fair value for its marketable securities

Company defines fair value thereby eliminating inconsistencies in guidance found in various

prior accounting pronouncements and increases disclosures surrounding fair value

calculations It also establishes three-tiered fair value hierarchy that prioritizes inputs to

-7-



TAHOE FIXED INCOME LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Marketable Securities/Fair Value continued

valuation techniques used in fair value calculations The three levels of inputs are defined as

follows

Level Valuations based on unadjusted quoted prices for identical assets or liabilities in

active markets accessible by the Company at the measurement date

Level Valuations based on inputs that are observable in the marketplace other than those

in puts classified as Level

Level Valuations based on inputs that are unobservable in the marketplace and significant

to the valuation

The standards also require the Company to maximize the use of observable inputs and

minimize the use of unobservable inputs If financial instrument uses inputs that fall in

different levels of hierarchy the instrument will be categorized based upon the lowest level of

input that is significant to their fair value calculation

The following table presents the Companys assets and liabilities and related valuation inputs

within the fair value hierarchy utilized to measure as of December 31 2012 on recurring

basis

Level Level Level Total

Trading securities assets 34683.454 34683.454

Payable to clearing

organization liabilities 36.014.749 36.014749

Trading securities are based on quoted market prices in active markets for identical assets and

liabilities

Revenue Recognition

Revenue associated with the Companys securities transactions is recognized on trade date

basis Securities owned and contracts to purchase securities in the future are recorded at

market value and accordingly any changes in market value are recognized in the statement

of income Market value is determined based on active exchanges established exchanges
and over-the-counter exchanges in the United States
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TAHOE FIXED INCOME LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2012

SUMMARY OF SIGNIFICANT ACCCOUNTING POLICIES Continued

Income Taxes

The Company is taxed as an corporation therefore the Company is not taxed at the entity

level Instead its items of income loss deduction and credit are passed through to its

member owners in computing their individual tax liabilities

SECURITIES OWNED

Securities owned consist of trading securities recorded at market value and include accrued

interest of $145504 These securities had cost of $36014748 and are comprised of

corporate obligations bank Certificates of Deposit and Federal obligations

The securities are purchased on margin with the Clearing organization and the liability related

to such purchases is included under the caption Payable to Clearing organization on the

Statement of Financial Condition To the extent that the Company has received proceeds
from short-sale positions the proceeds have reduced the amount of inventory financing

payable See Note

PAYABLE TO CLEARING ORGANIZATION

Payable to Clearing organization consists of the following

Inventory financed net of proceeds received by

Clearing firm related to short sales 17001667
Securities sold not yet purchased at market value 19013082

Total due Clearing firm 36014 749

TRADING ACTIVITIES AND RELATED RISKS

The Company actively trades government corporate and agency securities and bank

certificates of deposit Positions in these securities are subject to varying degrees of market

and credit risk

Market prices are subject to fluctuation and as such the Company is exposed to market risk

The fair value of the Companys investments will fluctuate in response to changes in market

interest rates Increases and decreases in prevailing interest rates generally translate into

decreases and increases in fair values of those instruments Additionally fair values of
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TAHOE FIXED INCOME LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2012

TRADING ACTIVITIES AND RELATED RISKS Continued

interest-rate sensitive instruments may be affected by the credit worthiness of the issuer

prepayment options relative values of alternative investments the liquidity of the instrument

and other general market conditions Market risk is directly impacted by the volatility and

liquidity in the markets in which financial instruments are traded The Company monitors its

exposure to market risk or its market risk profile on daily basis through variety of financial

security position and control procedures

Credit risk is the possibility of debt securities being downgraded by the rating agencies or

going into default due to non-performance by issuers The Company minimizes inventory

credit risk by trading either governmental agency securities corporates or securities that are

AAA rated by two or more debt security rating services or Certificates of Deposit that are

insured by the Federal Deposit Insurance Corporation The Companys counter-party risk is

minimized by trading only with institutional parties and by clearing trades via the Federal Wire

and the Deposit Trust Company DTC which ensure settlements occur simultaneously for

both sides of the trade

RENTAL OF OFFICE FACILITIES

The Company occupies office space under lease agreement expiring April 30 2014 calling

for payments as follows

Year Ended December 31

2013 62639
2014 21087

Total commitments 83.726

401K PLAN

The Company sponsors 401k retirement plan for all eligible employees who have

minimum of three months of service and have attained the age of twenty-one The Company
made discretionary contributions of $73777 to such plan during 2012

CONCENTRATION OF CREDIT RISK FOR CASH HELD AT BANKS

The Company maintains cash account at Bank of America which had bank balance of

$495511 at December 31 2012 Accounts at this institution are insured up to $250000 by
the Federal Deposit Insurance Corporation

-10-



TAHOE FIXED INCOME LLC

NOTES TO FINANCIAL STATEMENTS CONTINUED

DECEMBER 31 2012

NET CAPITAL

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 Accordingly the

Company is required to maintain minimum level of net capital of $100000 At December 31

2012 the Company had computed net capital of $8180180 which was in excess of the

required net capital level by $8080180 In addition the Company is not allowed to have

ratio of aggregate indebtedness to net capital in excess of l5to At December 31 2012 the

Companys ratio of aggregate indebtedness to net capital was .0096 to

SUBSEQUENT EVENTS

Management has evaluated subsequent events and transactions occurring after year-end

through the date that the financial statements were available for issuance which was February

18 2013 No transactions or events were found that were material enough to require

recognition in the financial statements
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TAHOE FIXED INCOME LLC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

DECEMBER 31 2012

Total members equity 11275856

Adjustments non-allowable assets

Prepaid expenses and other assets 52373
Property and equipment net 56959

Total adjustments 109332

Net capital before haircuts 11166524

Haircuts on security positions

United States Agency obligations and obligations

of organizations established by the United States 2903025
Undue concentration 83319 2986344

Net capital 8180180

Minimum net capital required 6-2/3% of total aggregate

indebtedness or $100000 whichever is greater 100000

Excess net capital 8080.180

COMPUTATION OF RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

Total aggregate indebtedness 78.657

Ratio of aggregate indebtedness to net capital .0096 to

The computation of net capital as reported above in the unaudited Part hA filing agrees with the

audited net capital as reported above
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TAHOE FIXED INCOME LLC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15c3-3

DECEMBER31 2012

Not Applicable The Company is exempt pursuant to the k2ii exemptive provision of SEC Rule

5c3-3 and does not hold customer funds or securities
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TAHOE FIXED INCOME LLC

INFORMATION RELATING TO THE POSSESSION

OR CONTROL REQUIREMENTS PURSUANT TO RULE 15c3-3

DECEMBER 31 2012

Not Applicable The Company is exempt pursuant to the k2ii exemptive provision of SEC Rule

5c3-3 and does not hold customer funds or securities
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GOODRICHBARONGOODYEARLLP
Certified Public Accountants

REPORT ON INTERNAL ACCOUNTING CONTROL

The Board of Directors

Tahoe Fixed Income LLC

In planning and performing our audit of the financial statements of Tahoe Fixed Income LLC the Company as of

and for the year ended December 31 2012 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 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 compliance with such practices and procedures that we considered relevant

to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness or

aggregate debits 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 17a-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

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 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 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

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is 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

-15-



material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on 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 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 December 31 2012 to meet the SECs objectives

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

other regulatory agencies that rely on Rule 17a-5g 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

sz%4
Long Beach California

February 18 2013
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GOODRICH BARON GOODYEAR LLP

Certified Public Accountants

The Managing Member

Tahoe Fixed Income LLC

Reno Nevada

Dear Managing Member

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

General Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2012 which were agreed to by Tahoe Fixed Income LLC and

the Securities and Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely

to assist you and the other specified parties in evaluating Tahoe Fixed Income LLCs compliance with

the applicable instructions of the General Assessment Reconciliation Form SIPC-7 Tahoe Fixed

Income LLCs management is responsible for their 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 are as follows

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

disbursement record entries noting no differences

Compared amounts reported on the audited Form X-17A-5 for the year ended

December 31 2012 as applicable with the amounts reported in the Form SIPC-7 for

the year ended December 31 2012 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting no differences and

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

Compared the amount of any overpayment applied to the current assessment with the

Form SIPC-7 on which it was originally computed noting no difference

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 sh ul not be used by anyo other than these specified parties

Long Beach California

February 20 2013
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merest and dividend expense Omiucino rn determrrrnrg tern 2n

15 Net loss frorrr management at or partrcicarron tne undewrrtrng or drtrrbulron of sacurnies

Expenses older then adverrsing printing ragrstratrorr lees and leqal ices deOucted in
deterrnrning

net

prrrtii Iron management of or parcipaiiorr in underw trrg mr distCl sacunitres

it Net loss Uom securitres in inreslmenr accounts

Trrtor xdctrrlorrs

2c Deductions

Revenues lronr the Crsttrbutron 01 shares ot regstered open end OCCIlIrSOl cemurarry or uni

vest mcxl rOCt lrrrr rre sax vaniarrie anr.rjres li thu duress 01 rlsJrarrCe mm investment

advrsor cevrces rErtc1eeo e0rsrered rWtlSrSrt compao rrsuanuu conrpar Smrurare

0000iriS and Corn Inanscorrons ri secrmly HRrCs pocucx

Rrrus tram
corrvridiiy Ira mactons

Commrssiorrs Hoer crokeruas and cicarance pad 10 Othn SlED merrrhers ro 000reOtorr will

sacurrtes lrasaurons

Cr Rerrntrurscrrients tr posage nonnectior wrh cmxv soicrtatron

xi 91cr arn cairn uccurrires in invesimCni accoums

100% ol comrnissrons and markups cameo from transactions in cCrtiircares 01 depoort and

trl Treasury hills bankers acceptarrcee or corrmmmncral paper that mature ne months or less

from rssuance dale

il Direct experrses of arrnting aovetisrng ano legal lees nicunrea fl corrnecrron wrlh other revenue

neraed to the securrtres husnoss revenue dCirfleO Oy Seclrrn A0ij iii the Anti

Si DIner revenue nor related croon dirrmctly or ndrecltv to Ce Secunries lousiness

See rrrstrucrron

Amounts for the fiscal period

beginning January 01 20j.

and ending December31 20
Eliminate cents

3332129

745332

it Tore riferest and dividend experrse FOCUS dOe 22PAtT Hoe

Code A373 pus rr 2h4i shove hut nc rn excess 81
Ci total nteresr and diyOn0 ncoxre $__________________

mm 4U% margin Neresl vance or OLslorrrvs suuurHs

srcutrnrs 0O or 1-COnS nor Odx hOnOur
___________________

Enre the
greater line

Tola decuclrofls

2d SIPC Net Ooeratinn Revenues

2e Generar Assessment

881748

1627080

1705049

4263

Ito page InC 2A


