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OATH OR AFFIRMATION

e E]iezer Honmick - - , swear (or affirm) that to the best of my

~ knowledge and belief the accompanying financial statement and supporting schedules pertaining to
the firm of Grand Capital Corp. ‘ , as of December 31, 2004, are true and

correct. - | further swear'(or affirm) that. nelther the.company nor any partner proprietor, principal
officer or director has any proprietary 1nterest 1n an account cla551ﬁed solely as that of a customer,
“except as follows: .

Signarure

Pre51dent

NORIKA cnaanms&““
_ Notary Public State of New York
'01CR6081992 - :
: " Qualified In Quasns County
- Commission Explres Oct 21 2006

This report*;“ contains (check 2‘111 apnlicableboxes}':

X ‘(a) Facing page N

X (b) Statement of Financ1al Condition ‘

X (¢) Statement of Income (Loss) o ‘ ‘
_X_ (d) Statement of Changes in Financial Condition - CASH FLOWS ‘
_X_(e) Statement of Changes in. Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital
_X_ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors
_X_ (g).Computation of Net Capital - .
___ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
— (i) Information Relating to the Possession.or control Requiréments under Rule 15¢3-3
" ___(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital
- under Rule 15¢-3-1 and the Computation for Determination of the Reserve Requirements -
under Exhibit A of Rule 1503 3 :
- X_(kK)A Reconciliation between the audited and unaudited Statements of Financml Condition
with respect to methods of consolidation. :
. _X_ () An Oath or Affirmation = .
. (m) A copy of the SIPC Supplemental Report '
- (n) A report describing any material 1nadequac:ies found to ex1st or found to have ex1sted since -
‘ the date of the preVious audit

» . ¥*For conditions_of ‘conﬁde_ntia‘l treatment of certain portions.of this ﬁvli‘ng, see section 240. 17a-5>(e)(3).
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RICHARD G. BACCARI & COMPANY, LLP

: CERTIFIED PUBLIC ACCOUNTANTS o 10 MItchell Place; Suite 202, White Plains, New York 10601
. < Telephone (914) 686-1201
» Fax (914) 686-1281
www.rghcpa.com

INDEPENDENT AUDITORS’ REPORT

' To the Board of Directors and Stockholders of *
GRAND CAPITAL CORPORATION:

We have audited the ‘accompan)?ing‘statement of financial cdndition of Grand Capital -
~Corporation (the “Company”) as of December 31, 2004, and the related statements of
- income and expense, changes in stockholder s equity, and cash flows for the year then
-, ended. These financial statements are the responsibility of the Company’s management. -
Our responsibility is to express an 0p1n1on on these financial statements based on our
aud1t o : :

We conducted ovi-audit in accordance w1th audltmg standard 7enera11y accepted in the
United States of Amenca 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 includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial 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 a reasonable ba51s for our oplmon '

In .ouropinio_n, the ﬁnanc_ial statements referred to above present fairly, in all material
respects, the financial condition of Grand Capital Corporation as of December 31, 2004,

- and.the results of its dperations and cash flows for the year then ended in conformity with
,accountlng principles generally accepted in the United States of Amenca on a basis
consistent with that of the precedlng ycar o R

February 14,2005~




' GRAND CAPITAL CORPORATION
STATEMENT OF FINANCIAL CONDITION -
FOR THE YEAR ENDED DECEMBER 31, 2004

ASSETS
Current 'Ass‘ets:} A . _ ' | v
xCash B 8
“Petty Cash . ' - ' :
I'Receivables‘ froin Brokers and Dealers: A x
- Commissions Receivable ' . 38,135
-~ Good Faith Deposit Account S 25,163
Prepald Expenses B

Total Current Assets |

leed Assets

ComputerEqulpment R » N 5309

Less Accumulated Deprec1at10n e (5,309)
Total Assets '

LIABILITIES AND STOCKHOLDER’S EOUITY

Current Liabilities:
- ‘Accfued Expenses o S S T o $

L Total Current Liabilities . ‘

. Stoek»hvolder'v‘SEcAluity' . . ‘

" Common stock no par value

‘ authorlzed 200 shares; issued and outstandlng 100 shares'
Additional paid-in- capltal
Retained eammgs _

Total Stockholder’,s Equity

Total Liabilities and Stockholder’s Equity -

~ See Notes to Financial Statéments and Independent Auditors’ Report .

195,330
500
63,298
1223
160351
'$ 160,351
36,532 |
36,532
100
76,900
46,819
123,819
$ 160,351

Richard G. Baccari and Company, LLP
Certified Public Accountants



GRAND CAPITAL CORPORATION -
STATEMENT OF INCOME AND EXPENSE

FOR THE YEAR ENDED DECEMBER 31, 2004

‘Revenues:
Commissions - o ) . e | ‘l - § 313903
»Other Income ’ ' - ' 137,426
" Total Revenues - 451,329
: Expehsgs: .
Compensation - Votmg Shareholder \- 49,000
Compensation - Office - 91,646
Commissions paid to Reglstered Representatlves : 101,294
‘Regulatory Fees 7,950 .
Other Expenses . 209,305
~ Total Expenses . ' 459,195
Net (Loss) $  (7,866)
) ' C . ‘ Richard G. Baccari and Coml':)any, LLP
See Notes to Financial Stalemeuts}and Independent Audjtors‘ Report : - Certified Public Accountants
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GRAND CAPITAL CORPORATION -
STATEMENT OF CASH FLOWS

FOR THE.YEAR ENDED DECEMBER 31, 2004
Cash\ flows frbn_l oi)erafing 'acti\{itgs:

Net (Loss) ‘
. S
Adjustments to reconcile net income to net cash provided (used)
"~ to net cash provided (used) by operating activities: -
'Decrease-in Commission Receivable
Increase in Good Faith Deposit Accounts
Increase in Prepaid Expenses: .
Increase in Accrued Expenses
. Net adjustment -

Net cash provided by operé;ing activites "" '

Cash-Jauary 1,2004 .

Cash - December 31, 2004

See Notes to Finanicial Statements‘and Independent Auditors’ Report

S (866)

4,612
(189)

S (1,223) .

12,204
15,404

7,538
87,792

$ 195330

Richard G. Baccari and Company, LLP
Certified Public Accountants




STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

GRAND CAPI TAL CORPORA TION,

FOR THE YEAR ENDED DECEMBER 31, 2004

~ Stockholder’s Equity, January 1, 2004 .-

$ 131,685
Net (Loss)- (7,866) ‘
Shafeholder Distribution | -
, Stockhold_er’s Equit')I, Décermbet 31, 2004 $ 123819
STATEMENT OF CHANGES IN. LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31, 2004
.- Beginning of Period $ .
| Incr@ése and (Decreases) -
© Balarice, December.31, 2004 $ -

W -

. See Notes to Financial Statements and Indepéndent Auditors’ Repoﬁ

Richard G. Baccari and Company, LLP
- Certified Public Accountants




GRAND 'CAPITAL CORPORA TION
| NOTES TO FINANCIAL STA TEMENTS

DECEMBER 31 2004

1. ORGANIZATION: -

~ Grand Capital Corporation (the “Conipany ), a New York corporatron was -

incorporaied on March 23, 1995 for the purpose of engaging in the proprietary

 trading of securities.. The Company is a broker- dealer registered with the:

"Securities and Exchange Commission: (the “SEC”) and the National Assocratlon
of Secuntles Dealers Inc.

| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

to Estxmates

The p‘reparation of ﬁnanciai statements in conformity with generally accepted
accounting principles 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 date of the financial statements and the
_reported amounts-of revenues and expenses dunng the reportmg period. Actual
results could dlffer from those estimates.

- ReVenue and Expense Recognition:
" The Company prepares ‘i_ts‘financial statements on an accrual basis.
Advertising;

» The Companyrch‘arges advertising costs to expense in the period incurred.
- Advertising costs for the year ended December 31, 2004 are $8,695.

_ Income Taxes" ‘

As of J anuary 1 1996 the Company elected to be taxed under subchapter S of the
Internal Revenue Code.- The net income of the corporation is therefore not subject

. to corporate income tax, but rather it is passed through to the shareholders, and

. tax is then 1ncurred at the individual Ievel :

Richard G. Baccari and Company, LLP
' Certified Public.Accountants -




3. CASH CASH EOUIVALENTS AND CONCENTRATION OF CREDIT

RISK:

The statement of cash flows _classifies"ehanges in cash and-cash equivalents
(short-term highly liquid investments convertible into cash with an original
maturity of three months or less) accordmg to operatmg, 1nvest1ng, or financing’

‘ ‘act1v1t1es

' Frnancral 1nstruments Wthh potenually expose the Company to concentrations of
. credit risk, ,c0n81st prmcrpally of cash and accounts receivable.

The Cornpany places its cash w1th a financial 1nst1tut10n which management ,
considers to be of high quality; however, at times such deposits may be in excess
of the Federal Dep031t Insurance Corporatlon msurance limit.

. SUPPLEMENTARY INFORMATION

Net cap1ta1 as reported on page 8 of the audited Form X-17A-5 indicates net
caprtal of $122,797: InJ anuary 2005, the company filed part ITA of Form X-17A-
5 (unaudited) and reported net capltal of $116,133." The difference of $ 6,664 is _
- accounted for by the reversals of accruals and reclassifications rnade during the -
- audit. ' Ce :

5. RELATED PARTY TRANSACTIONS:

The Company currently subleases office space from G.C.C. Inc a related party- .

'~ ‘on a month-to-month basis. There is no operating lease in place as of December

31, 2004, however, the Company intends on continuing its relationship for the
foreseeable future. Rent expense for the year ended December 31, 2004 is

$60,000.

- Richard G. Baccari and Company, LLP
Certified Public Accountants




 GRAND CAPITAL CORPORATION
- COMPUTATION OF NET CAPITAL

" - " DECEMBER 31, 2004 -

Common Stock

See Notes to Financial'Statements and Independent Auditors’ Report

"Percentage of Aggfegate Indebtedness to Net Capital

. . $ 100
Additional Paid in Capital ~ . 76,900
- Retained Earnings ' 46,819
Total Stockholder’s Equity 123819
Léss: Non-Allowable Assets . (500)
 Net Capital Before Haircuts. 123319+
’Less: Haiircuts"cln‘l‘Scé’u‘rivties-‘ : _- (522)
- NetCapital - 122,797
" Less the Great.er":o'f:
* Minimum Dollar Net Capital Required 50,000
Cor
Minimum Net Capital Required: (6 2/3% of ‘ ) ‘ :
" Aggregate Indebtedness $36,532) . 2,435 50,000
" Excess Net Capital 72,797
GRAND CAPITAL CORPORATION
AGGREGATE INDEBTEDNESS '
DECEMBER 31, 2004
‘Accounts Payable and Accfued Expénséé 365327

© 30%

Richard G. Baccari and Company, LLP
Certified Public Accountants



" ACCOUNTANTS’ REPORT ON INTERNAL ACCOUNTING CONTROL

- Tov the ‘Boar‘d of Directors and "Stockhc‘jlders of - .
GRAND CAPITAL CORPORATION:

" 'We have examined the financial statements of ‘Grand Capital Corporation for the year
ended December 31, 2004 and have issued our report theréon dated February 14, 2005.
As part of the examination, we made a study and evaluation of the system on internal
accounting control to the extent we considered necessary to evaluate the system required

by the generally _a&:ceptedauditing‘ standard and Rule 17A-5 of the Securities and

* Exchange Commission. “This study and evaluation included the accounting system, the

procedures of safeguarding. securities, and the practices and procedures followed by the

o client (i) in making the pcriodic“computatiohs,()f aggregated indebtedness and net capital

under Rule 17A-3 (a) (1 1), the broker is exempt from compliance with Rule 15¢3-3, and
was in compliance with the conditions of the .exemption, and no facts came to our
attention indicating that such conditions had not been complied with during the year (ii)
the broker does not maintain’ customer accounts nor handles securities, and we have
- teviewed the broker’s practices for safeguarding securities that may be received by the .
broker for transmittal to a clearing organization. Rule 17A-5 states .that the scope of the
study and evaluation should be sufficient to provide reasonable assurance that any

_material weakness existing at the date of our examination would be dis¢losed. Under

generally accepted auditing standards and Rule 17A-5, the purpose of such study and .

_evaluation are to establish a basis for reliance thereon in procedures necessary for,
expressing an opinion of the internal accounting control. : '

The objeétive‘of ‘internal acco_uh'ging control is to provide reasonable; but not absolute,
assurance concerning the safeguarding of assets ‘against loss from unauthorized use or

disposition -and cofcemning the reliability of financial - statements and maintaining
~accountability for assets: The concept of reasonable assurance recognizes that the cost of
. a'system of internal accounting control should not exceed the benefits derived and also
© recognizes that the evaluation of these: factors necessarily requires estimates and
judgments by management. However, for the purposes’of this report under Rule 17A-5,
" the determination of weakness to be reported was made without considering the
practicability of corrective action by management within the framework of a-cost/benefit
" relationship.. Co 2 o 4 "




Y .
" There are inherent hmltatlons that should be recogmzed in considering the potent1a1
effectiveness of any system of internal accounting control. In the performance of most
_contro] procedures, errors can result from misunderstanding of instructions, mistakes. of
Judgment carelessness, “or other personal factors. . Control procedures whose_
* effectiveness depends on segregatxon of duties can bé circumvented intentionally by
" management either with respect to the execution and recording of transactions or with
respect to the estimates, projection .or any evaluation of internal accounting control to -
future periods is subject to the-risk that the procedures may become inadequate because

of changes in condmons or that the degree of comphance with the procedures may
“deteriorate.

Our study and evaluatlon of the system of 1ntemal accountmg control for the year ended -
December 31, 2004 which was madé.for the purposes set forth in the first paragraph
~ above and would not necessarlly disclose all weaknesses in the system that may have
: exxsted during the penod dxsclosed no Weaknesses that we beheve to be material. '

10
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