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Louis STERNBAcH COMPANY LLP
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors Report

To the Board of Directors and Member of

TMC Bonds L.L.C

We have audited the accompanying statement of fmancial condition of TMC Bonds L.L.C as of December

31 2012 that is filed pursuant to rule 7a-5 under the Securities Exchange Act of 1934 These financial

statements are the responsibility of the Companys management Our responsibility is to express an opinion

on these fmancial 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 fmancial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the fmancial statements An audit also includes

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 statements referred to above present fairly in all material respects the financial

position of TMC Bonds L.L.C as of December 31 2012 and the results of their operations and their cash

flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America

sbzCciuLLf

Certified Public Accountants

February 142013

New York New York

1333 BROADWAY NEW YORK NY 10018 TEL 212 695-6660 FAX 212 695-7945



TMC BONDS L.L.C

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER31 2012

ASSETS

ASSETS

Cash and cash equivalents $33203984

Receivables

Brokers and dealers
4960817

Computer software and hardware net of accumulated depreciation

of $2549826 1486370

Office facilities and equipment net of accumulated depreciation

of $521466 360130

Other assets
719222

TOTAL ASSETS $40730.523

LIABILITIES AND MEMBERS EOUITY

LIABILITIES

Due from brokers and dealers
260119

Accounts payable and accrued liabilities 6091659

TOTAL LIABILITIES 6351778

COMMITMENTS AND CONTINGENT LIABILITIES

MEMBERS EQUITY 34378745

TOTAL LIABILITIES AND MEMBERS EOUTTY $40.730523

The accompanying notes are an integral part of this financial statement



TMC BONDS L.L.C

NOTES TO FINANCIAL STATEMENT

AS OF DECEMBER31 2012

NOTE SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATIONS

TMC Bonds L.L.C the Company was formed on June 2000 and became U.S

registered broker-dealer with the Securities and Exchange Commission and is member of the

Financial Industry Regulatory Authority Inc F1NRA In August 2012 the Company formally

changed its name to TMC Bonds L.L.C The firm is also member of the Municipal Securities

Rulemaking Board as well as the Securities Investor Protection Corporation

TMC Bonds is Delaware limited liability company L.L.C whose sole member is

TheDebtCenter L.L.C Parent The Parent is also Delaware L.L.C whose members are

Merrill Lynch Pierce Fenner Smith Inc MSDW Fixed Income Ventures Inc Citigroup

Financial Products Inc and FSA Portfolio Management Inc collectively the Members

The Company operates trading platform for the purpose of matching buyers and sellers in the

fixed income securities market The Company acts as principal in these transactions

simultaneously executing purchases and sales with each counterparty providing complete

anonymity to both the buyer and seller In January 2010 the Company became direct member

of the clearing house self-clearing all broker dealer transactions in municipal and corporate

security transactions All other security transactions clear through clearing broker-dealer on

fully disclosed basis In October 2012 the Company ceased clearing for itself and now clears

all transactions through Pershing LLC on fully disclosed basis

USE OF ESTIMATES

The preparation of the Companys 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 financial statements and related disclosures Management believes

that the estimates utilized in the
preparation of these financial statements are prudent and

reasonable Actual results could differ from those estimates

COMMISSIONS

The Company records commissions on trade date basis Commissions represent the spread

earned on matched principal transactions



TMC BONDS L.L.C

NOTES TO FiNANCIAL STATEMENT

AS OF DECEMBER31 2012

NOTE SIGNIFICANT ACCOUNTING POLICIES continued

CASH AND CASH EOUIVALENTS

The Company considers all highly liquid investments with original maturities of three months or

less to be cash equivalents

COMPUTER SOFTWARE AND HARDWARE

These assets are stated at cost less related accumulated depreciation Computer software consists

of purchased software as well as internally developed software Computer hardware is

depreciated and purchased software is amortized on straight-line basis over the estimated

useful lives of the assets generally not exceeding three years Internally developed software is

depreciated over five years

OFFICE FACILITIES AND EOUTPMENT

This consists of fixed assets which are carried at cost less related accumulated depreciation

Fixed assets are depreciated on straight-line basis over three to seven years

INCOME TAXES

The Company is single member L.L.C and is therefore treated as disregarded entity under

federal income tax regulations New York State and New York City recognize the federal entity

classification of single member L.L.C as disregarded entity and generally follow its resulting

tax consequences As partnership no provision for federal or state taxes is required

NOTE 2- COMMITMENTS AND CONTINGENT LIABILITIES

OPERATING LEASES

The Company has entered into obligations under three operating leases that will expire in 2019
2013 and 2017 Under the first agreement the Company was required to obtain letter of

credit The Company obtained letter of credit in the amount of $387182 in lieu of cash

security deposit Under the second agreement the Company was also required to obtain

letter of credit in the amount of $129135 in lieu of cash security deposit Under the third

agreement the company made cash security deposit of $6206 At December 31 2012 the

future minimum payments for this lease were as follows



TMC BONDS L.L.C

NOTES TO FINANCIAL STATEMENT

AS OF DECEMBER31 2012

NOTE 2- COMMITMENTS AND CONT1NGENT LIABILITIES continued

OPERAT1NG LEASES continued

2013 926806

2014 660397

2015 660397

2016 660397

2017 641278

Thereafter 931.444

Total $4.480.719

Total rent expense for 2012 was $899685 including operating expenses

Counsel for the Company advises that there is no litigation of material nature pending against

the Company

DEFERRED COMPENSATION

In 2007 the Company established the 2007 Equity Incentive Unit Plan The purpose of the plan

is to promote the Companys long-term fmancial interests by providing an increased incentive to

certain employees to make significant contributions to the performance and long-term growth of

the Company In 2012 there was no activity in the plan

NOTE 3- EMPLOYEE BENEFIT PLAN

The Company offers its employees 401k plan Under the plan eligible employees in 2012

could defer up to $16500 for the year in addition to $5500 catch-up contribution for

employees 50 years of age or older

NOTE 4- RELATED PARTY TRANSACTIONS

The Company cleared some securities transactions through broker-dealer affiliate of one of the

Members The Company incurred $191003 of clearing fees during the year As of December

31 2012 the Company no longer clears any transactions through this broker-dealer



TMC BONDS L.L.C

NOTES TO FINANCIAL STATEMENT

AS OF DECEMBER31 2012

NOTE 5- NET CAPITAL REOUIREMENTS

As registered broker-dealer and member of the Financial Industry Regulatory Authority Inc
FINRA the Company is subject to the Securities and Exchange Commissions Uniform Net

Capital Rule which requires that the Company maintain minimum net capital as delmed of 6-

2/3% of aggregate indebtedness as defined or $250000 whichever is greater At December

31 2012 the Company had net capital of $30405740 which exceeded the requirements by

$29999629

NOTE 6- CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counterparties

primarily include broker-dealers and other fmancial institutions In the event counterparties do

not fulfill their obligations the Company may be exposed to risk The risk of default depends on

the credit worthiness of the counterparty or issuer of the instrument It is the Companys policy

to review as necessary the credit standing of each counterparty

NOTE 7- DEFERRED TAX ASSETS

For New York City unincorporated business tax the Company recognizes deferred tax assets for

future tax consequences attributable to temporary differences between the fmancial statement

carrying amounts of unused tax losses Deferred tax assets are recognized only to the extent that

it is probable that they will be utilized At December 31 2012 the Company has deferred tax

asset which is fully reserved for due to uncertainty of collectability Tax differed assets utilized

in 2012 amounted to $252000

NOTE 8- FATR VALUE MEASUREMENTS

Financial Accounting Standards Board FASB Accounting Standards Codification ASC 820
Fair Value Measurements and Disclosures provides the framework for measuring fair value

That framework provides 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 measurements and the lowest priority to unobservable

inputs Level measurements The level of the fair value hierarchy under FASB ASC 820 are

described as follows



TMC BONDS L.L.C

NOTES TO FINANCIAL STATEMENT

AS OF DECEMBER 31 2012

NOTE 8- FAIR VALUE MEASUREMENTS continued

Level 1- Inputs to the valuation methodology are unadjusted quoted prices for identical

assets or liabilities in an active market This level includes common stocks corporate

bonds or mutual funds based on the closing price reported in the active market where the

securities are traded

Level 2- Inputs to the valuation methodology include quoted prices for similar assets or

liabilities in active markets quoted prices for identical or similar assets or liabilities in

inactive markets inputs other than quoted prices that are observable for the asset or

liabilities inputs that are derived principally from or corroborated by observable market

data by correlation or other means

Level Inputs to the valuation methodology are unobservable and significant to the fair

value measurement

The disclosure of fair value of certain financial assets and liabilities that are recorded at cost

is as follows

Cash- The carrying value approximates fair value due to the short maturity of these

instruments

Receivables- The carrying value of all receivables approximates fair value due to the short

maturity of these assets

All other assets and liabilities carried at cost- The carrying value of all other assets and

liabilities carried at cost approximates their fair value due to the short maturity of these assets

and liabilities

The fair value of any assets listed below as of December 31 2012 are based on adjusted

quoted prices in active markets as of the measurement date Level inputs

Cash and cash equivalents $33203984

Receivables Brokers and dealers 4960817

NOTE 9- SUB SEUQENT EVENTS

The Company has evaluated subsequent events from January 2013 through February 14

2013 the date which the financial statements are available to be issued and has determine that

there were no material events


