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OATH OR AFFIRMATION

I,__BRIAN VILLANTE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
GRACE FINANCIAL GROUP LLC . as

of DECEMBER_31, 2006, 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:

EILEEN MUSARRA

//f?//%
-{V V' Kibfature
Notary Public - State OF New York ‘

"P' 01MU6057891 PRESIDENT & MANAGING MEMBER
Qualifiad In Suffolk County Tiile

My Commission Expires Apr 30,2_€0 7~

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

o (b) Statement of Financial Condition.

® (c) Statement of Income (Loss).

® (d) Statement of Cash Flows.

B (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors’ Capital.

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

& (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

® (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O (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 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.

¥ (I) An Oath or Affirmation.

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

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

E( {0) Independent auditor's report on internal control.

* * For conditions of confidential treatment of certain portions of this filing, see section 240.17 a-5(e)(3).
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KAUFMANN,
GALLUCCI &
GRUMER LLP

CERTIFLIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Members of Grace Financial Group LLC:

We have audited the accompanying statement of financial condition of Grace Financial Group
LLC (the “Company™) as of December 31, 2006 that you are filing pursuant to rule 17a-5 under
the Securities Exchange Act of 1934. This financial statement is the responsibility of the
Company's management. Qur 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 of material misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing
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 over financial reporting.
Accordingly, we express no opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement as well as 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 basis
for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the financial position of Grace Financial Group LLC as of December 31, 2006 in conformity
with accounting principles generally accepted in the United States of America.

' ¢
February 15, 2007 /@ﬁ‘“‘, &.&W W\- 0‘0

80 Broad Street, Suite 1901 « New York, NY 10004 » Tel: (212) 269-0572 » FAX; (212) 968-1279




GRACE FINANCIAL GROUP LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS

Receivable from clearing organization, net $ 140,018
Securities owned, at market value 406,668
Due from related party 16,848

Furniture, equipment and leasehold improvements, at cost, less
accumulated depreciation and amortization of $103,689 27,685
Prepaid expenses 62,802
TOTAL ASSETS $ 654,021

LIABILITIES AND MEMBERS' EQUITY

Liabilities:
Accounts payable and accrued expenses $ 255,026
Loan payable to bank 49,997
TOTAL LIABILITIES 305,023
Members' equity 348,998
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 654,021

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




NOTE 1 -

NOTE 2 -

NOTE 3 -

NOTE 4 -

GRACE FINANCIAL GROUP LLC
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2006

ORGANIZATION AND NATURE OF BUSINESS

Grace Financial Group LLC (the "Company"), is a regtstered broker-dealer with the
Securities and Exchange Commission and is member of the National Association of
Securities Dealers, Inc. and the National Futures Association.

SIGNIFICANT ACCOUNTING POLICIES

The Company records securities transactions and related commission income and
expenses on a trade date basis.

Marketable securities are valued at market value.

Furniture and equipment and leaschold improvements are stated at cost less
accumulated depreciation and amortization. Depreciation and amortization are
computed on the straight-line basis over the estimated economic useful lives of the
assets.

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 as of December 31, 2006, and the
reported amounts of revenues and expenses during the year then ended. Actual
results could differ from those estimates.

BROKERAGE ACTIVITIES

The Company clears all securities transactions through another broker-dealer on a
fully disclosed basis. The agreement between the Company and its clearing broker
provides that the Company is obligated to assume any exposure related to
nonperformance by its customers. The Company seeks to control the risk associated
with nonperformance by monitoring all customer activity and reviewing information
it receives from its clearing broker on a daily basis.

SECURITIES OWNED

At December 31, 2006, securities owned consisted of U.S. Treasury Notes maturing
at various dates through August, 2010.




NOTE 5 -

NOTE 6 -

NOTE 7 -

GRACE FINANCIAL GROUP LLC
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2006

INCOME TAXES

The Company files its income tax returns as a limited liability company, and, as
such, no provision for income taxes has been made in the accompanying financial
statements. Each member is responsible for reporting income or loss based upon the
member’s respective share of revenues and expenses of the Company.

BANK LOAN

The Company has secured a line of credit in the amount of $50,000 with a
commercial bank for short-term operating needs. In accordance with the agreement,
the outstanding balance accrues interest at the prime rate of interest plus 1.5%. At
December 31, 2006, the outstanding balance was approximately $50,000. The loan
is guaranteed by a member of the Company.

COMMITMENTS AND CONTINGENCIES

The Company leases office space under operating leases which expiring through
February, 2008. Rent expense for 2006 was $238,628. The approximate future
minimum payments required as of December 31, 2006 over the term of the current
leases are as follows:

Minimum
Year ended lease
December 31 payments
2007 92,045
2008 12.400
Totals $ 104,445

As is in the case with other companies in similar businesses, the Company faces
exposure from actual or potential claims and legal proceedings. Although the
ultimate disposition of arbitration claims cannot be predicted with certainty, it is the
opinion of the Company's management that the outcome of any claim which is
pending or threatened could have a material adverse effect on the financial condition
of the Company and its operations.




NOTE 8 -

NOTE 9 -

NOTE 10 -

GRACE FINANCIAL GROUP LLC
NOTES TO FINANCIAL STATEMENT
DECEMBER 31, 2006

REGULATORY REQUIREMENTS

The Company, as a member of the NASD, is subject to the SEC Uniform Net Capital
rule 15¢3-1, which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. Net capital and aggregate indebtedness change from day to day. At
December 31, 2006, the Company’s net capital was approximately $240,000 which
exceeded its minimum requirements of $20,335 under rule 15¢3-1 by approximately
$220,000.

The Company is also subject to the Commodity Futures Trading Commission’s
minimum financial requirements, which require that the Company maintain net
capital, as defined, equal to the greater of its requirements under Regulation 1.17
under the Commodity Exchange Act or rule 15¢3-1. At December 31, 2006, the
Company's net capital also exceeded the minimum net capital of $45,000 required
under Regulation 1.17 by approximately $195,000.

CONCENTRATION OF CREDIT RISK

The Company’s cash and securities owned that are held in accounts at its clearing
broker are subject to the credit risk of the clearing broker.

CONTINUING OPERATIONS

The members have committed to fund the operating deficits of the Company, if any,
through January 1, 2008.



