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GRACE CAPITAL MANAGEMENT, LLC 
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FIRM CONTACT: GEORGE DUFF, CHIEF COMPLIANCE OFFICER 
 

FIRM WEBSITE ADDRESS: WWW.GRACE-CAP.COM 
 

 
 

 
 
 
 
 
 
This wrap fee program brochure provides information about the qualifications and 
business practices of Grace Capital Management, LLC.  If you have any questions about 
the contents of this brochure, please contact by telephone at (512) 485-1800 or email at 
george@grace-cap.com.  The information in this brochure has not been approved or 
verified by the United States Securities and Exchange Commission or by any State 
Securities Authority.  
 
Additional information about Grace Capital Management, LLC also is available on the 
SEC’s website at www.adviserinfo.sec.gov . 
 
Please note that the use of the term “registered investment adviser” and description of 
Grace Capital Management, LLC and/or our associates as “registered” does not imply a 
certain level of skill or training.  You are encouraged to review this Brochure and Brochure 
Supplements for our firm’s associates who advise you for more information on the 
qualifications of our firm and our employees.     

http://www.grace-cap.com/
mailto:george@grace-cap.com
http://www.adviserinfo.sec.gov/
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Item 2 - Material Changes To Part 2A Appendix 1 (Wrap Fee Program 
Brochure) Of Our Form Adv: 

 
Grace Capital Management, LLC is required to advise you of any material changes to our 
Wrap Fee Program Brochure (“Wrap Brochure”) from our last annual update, identify those 
changes on the cover page of our Wrap Brochure or on the page immediately following the cover 
page, or in a separate communication accompanying our Wrap Brochure.   We must state clearly 
that we are discussing only material changes since the last annual update of our Wrap Brochure, 
and we must provide the date of the last annual update of our Wrap Brochure. 
  
Please note we do not have to provide this information to a client or prospective client who has 
not received a previous version of our Wrap Brochure.  At this time, there are no material 
changes to report about our Wrap Brochure. 
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Item 4 - Services, Fees and Compensation 

A. Description of our services, including the types of portfolio management services, provided 
under each program.  We must indicate the wrap fee charged for each program, or, if fees 
vary according to a schedule, provide such schedule.  Further, we are required to indicate 
whether fees are negotiable and identify the portion of the total fee, or range of fees, paid to 
portfolio managers. 

 
We offer wrap fee programs as described in this Wrap Fee Program Brochure.  Our wrap 
fee accounts are managed on an individualized basis according to the client’s investment 
objectives, financial goals, risk tolerance, etc.    

(i) Our Comprehensive Portfolio Management Wrap Fee Program: 
 

We offer to our Clients the Triad Advisors Pinnacle Account. 
 
Pinnacle Account: 
 
The Pinnacle Account is a Wrap Account sponsored by Triad Advisors, Inc. (“Triad”), 
member of FINRA/SIPC, through its investment adviser and designed to allow investment 
advisory representatives the ability to manage mutual funds, stocks, bonds and insurance 
products (including variable annuity subaccounts).  A Wrap Account offers clients a 
convenient single "wrap" fee that covers investment management, administrative and 
trading costs.  The Pinnacle Account may be suitable for accounts greater than $150,000 and 
prefer not to pay individual transaction charges. However, there is no minimum account size 
and fees are negotiable. The basic asset based fee schedule for the Pinnacle Account is as 
follows: 
 

 Assets under management                           Annual Percentage of assets charge*: 

 Any Assets                                     1.00%    

Depending on the account size, fees may be negotiable. 
 
There are no transaction charges assessed to the client in the Pinnacle Account. However, a 
minimum service fee may be charged and an early termination fee will be charged for 
accounts open less than one (1) year.  
 
The program is offered as a “Wrap Account” which bundles Advisory, Administrative, and 
Transaction Charges into one asset-based fee.  Alternatively, the Transaction Charges can be 
unbundled from the Advisory and Administrative fees. 
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B. Explanation that a wrap fee program may cost you more or less than purchasing such 
services separately and description of the factors that bear upon the relative cost of the 
program, such as the cost of the services if provided separately and the trading activity in 
your account(s).     

 
A wrap fee program allows our clients to pay a specified fee for investment advisory services 
and the execution of transactions.  Your fee is bundled with our costs for executing 
transactions in your account(s).  This results in a higher advisory fee to you.  We do not 
charge our clients higher advisory fees based on their trading activity, but you should be 
aware that we may have an incentive to limit our trading activities in your account(s) because 
we are charged for executed trades.  By participating in a wrap fee program, you may end up 
paying more or less than you would through a non-wrap fee program where a lower advisory 
fee is charged, but trade execution costs are passed directly through to you by the executing 
broker.      

 
C. Description of any fees that you may pay in addition to a wrap fee, and description of the 

circumstances under which you may pay these fees, including, if applicable, mutual fund 
expenses and mark-ups, mark-downs, or spreads paid to market makers. 

 
You may pay custodial fees, charges imposed directly by a mutual fund, index fund, or 
exchange traded fund which shall be disclosed in the fund’s prospectus (i.e., fund 
management fees and other fund expenses), mark-ups and mark-downs, spreads paid to 
market makers, wire transfer fees and other fees and taxes on brokerage accounts and 
securities transactions.  These fees are not included within the wrap-fee you are charged by 
our firm.  
 

D. If someone recommending a wrap fee program to you, receives compensation as a result of 
your participation in the program, we must disclose this fact.   Further, we are required to 
explain, if applicable, that the amount of the compensation may be more than what the 
person would receive if you participated in our other wrap fee program or paid separately for 
investment advice, brokerage and other services.  Finally, we must explain that someone 
recommending a wrap fee program may have a financial incentive to recommend the wrap 
fee program over other programs or services. 

 
Our investment advisory representatives receive a portion of the advisory fee that you pay us, 
either directly as a percentage of your overall fee or as their salary from our firm.  In cases 
where our investment advisory representatives are paid a percentage of your overall advisory 
fee, this may create an incentive to recommend that you participate in a wrap fee program 
rather than a non-wrap fee program (where you would pay for trade execution costs) or 
brokerage account where commissions are charged.  This is because, in some cases, we may 
stand to earn more compensation from advisory fees paid to us through a wrap fee program 
arrangement if your account is not actively traded.     
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Item 5 - Account Requirements and Types of Clients 

We impose the following requirement(s) to open or maintain an account: 
 
The Pinnacle Account may be suitable for accounts greater than $150,000 and prefer not to pay 
individual transaction charges.  However, there is no minimum account size and fees are negotiable. 
 
Types of clients we typically manage wrap fee accounts on behalf of, include: 
 

• Individuals and High Net-Worth Individuals; 
• Trusts, Estates or Charitable Organizations; 
• Pension and Profit Sharing Plans; 
• Corporations, limited liability companies and/or other business types.   

 
 

Item 6 - Portfolio Manager Selection and Evaluation 

A. Description of how our firm selects and reviews portfolio managers, our basis for 
recommending or selecting portfolio managers for particular clients, and our criteria for 
replacing or recommending the replacement of portfolio managers for the program and for 
particular clients. 

 
Our firm selects and reviews outside portfolio managers based on the following factors: 

 
• past performance; 
• investment philosophy; 
• market outlook; 
• experience of portfolio managers and executive team; 
• disciplinary, legal and regulatory histories of the firm and its associates; 
• whether established compliance procedures are in place to address at a minimum, 

insider trading, conflicts of interest, anti-money laundering.     
 

1) Standards we use to calculate portfolio manager performance, such as industry 
standards or standards used solely by our firm. 

 
We do not calculate portfolio manager performance.  Instead, we rely upon the 
performance figures based on client’s monthly or quarterly statements or reports 
provided to us by third party portfolio managers. 
 

2) Indication of whether we review, or whether any third-party reviews, performance 
information to determine or verify its accuracy or its compliance with presentation 
standards.  If so, we must briefly describe the nature of the review and the name of 
any third party conducting the review. 
 
We do review performance information or hire third parties to do so, in order to 
determine or verify its accuracy or compliance with presentation standards. 
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3) If applicable, an explanation that neither our firm nor a third-party reviews portfolio 
manager performance information, and/or that performance information may not be 
calculated on a uniform and consistent basis. 
 
Our firm reviews performance information from portfolio managers.  As a result, 
performance information may not be calculated on a uniform and consistent basis. 

  
B. Disclosure of whether our firm or any related persons act as a portfolio manager for a wrap 

fee program described in the wrap fee program brochure.  We must explain the conflicts of 
interest that we face because of this arrangement and describe how we address these conflicts 
of interest.  Further, we must disclose whether related person portfolio managers are subject 
to the same selection and review as the other portfolio managers that participate in the wrap 
fee program.  If they are not, we must describe how we select and review related person 
portfolio managers.  

 
Our firm and its related persons have not acted as portfolio manager(s) for the wrap fee 
program(s) described in this Wrap Fee Program Brochure.  Due to this, you should be aware 
that our firm cannot actively monitor outside portfolio managers conflicts of interest, daily 
trading activity and other operational issues.   

 
C. If our firm, or any of our supervised persons covered under or investment adviser 

registration, act as a portfolio manager for a wrap fee program described in the wrap fee 
program brochure, we must respond to Items 4.B, 4.C, 4.D (Advisory Business), 6 
(Performance-Based Fees and Side- By-Side Management), 8.A (Methods of Analysis, 
Investment Strategies and Risk of Loss) and 17 (Voting Client Securities) of Part 2A of Form 
ADV (Firm Brochure). 
 
Our firm and supervised persons do not act as portfolio manager(s) for a wrap fee program. 

 
Methods of analysis, investment strategies and risk of loss. 

 
Description of the methods of analysis and investment strategies we use in formulating 
investment advice or managing assets.  

Methods of Analysis: 
• Charting; 
• Fundamental; 
• Technical. 
 
Investment Strategies we use: 
• Long term purchases (securities held at least a year); 
• Short term purchases (securities sold within a year); 
• Trading (securities sold within 30 days); 
• Margin transactions; 
• Option writing, including covered options, uncovered options or spreading 

strategies; 
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• Other: We also utilize Zephyr and Morning Star, a computer based software that 
analyzes managers, funds, investments, etc., while also calculating funds, 
standard deviations, and offers various other support packages to the 
Adviser. 

 
Please note: 

Investing in securities involves risk of loss that clients should be prepared to bear.  While 
the stock market may increase and your account(s) could enjoy a gain, it is also possible 
that the stock market may decrease and your account(s) could suffer a loss.  It is 
important that you understand the risks associated with investing in the stock market, are 
appropriately diversified in your investments, and ask us any questions you may have.     

Voting client securities. 
 
A. If we have, or will accept, proxy authority to vote client securities, we must briefly describe 

our voting policies and procedures. 

We do not and will not accept the proxy authority to vote client securities.  Clients will 
receive proxies or other solicitations directly from their custodian or a transfer agent.  In the 
event that proxies are sent to our firm, we will forward them on to you and ask the party who 
sent them to mail them directly to you in the future.   Clients may call, write or email us to 
discuss questions they may have about particular proxy votes or other solicitations. 
 
However, third party money managers selected or recommended by our firm may vote 
proxies for clients. Therefore, except in the event a third party money manager votes proxies, 
clients maintain exclusive responsibility for: (1) directing the manner in which proxies 
solicited by issuers of securities beneficially owned by the client shall be voted, and (2) 
making all elections relative to any mergers, acquisitions, tender offers, bankruptcy 
proceedings or other type events pertaining to the client’s investment assets. Therefore 
(except for proxies that may be voted by a third party money manager), our firm and/or you 
shall instruct your qualified custodian to forward to you copies of all proxies and shareholder 
communications relating to your investment assets. 

 
 

Item 7 - Client Information Provided to Portfolio Manager(s) 
 
We are required to describe the information about you that we communicate to your portfolio 
manager(s), and how often or under what circumstances we provide updated information.   Our 
firm communicates with your portfolio manager(s) on a regular basis as needed (daily, weekly, 
monthly, etc) to ensure your most current investment goals and objectives are understood by 
your portfolio manager(s).  In most cases, we will communicate such information as part of our 
regular investment management duties.  Nevertheless, we will also communicate information to 
your portfolio manager(s) when you ask us to, when market or economic conditions make it 
prudent to do so, etc.    
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Item 8 - Client Contact with Portfolio Manager(s) 

Clients are always free to directly contact their portfolio manager(s) with any questions or 
concerns they have about their portfolios or other matters. 
 
 

Item 9 - Additional Information 

A. We are required to respond to: 1. Item 9 (Disciplinary Information); and 2. Item 10 (Other 
Financial Industry Activities and Affiliations) of Part 2A of Form ADV.   

 
 1.  We have determined that our firm and management have no disciplinary information to 

disclose.  
 

 2. We have other financial industry activities and affiliations to disclose.  
 

Mr. Duff is a registered representative of Triad Advisors, Inc. (“Triad”), member 
FINRA/SIPC.  As a registered representative, he may offer securities products and 
brokerage services to clients of Adviser on behalf of Triad pursuant to FINRA rules and 
regulations. Triad maintains a supervisory relationship with respect to its registered 
representative employed by the Adviser for their activities related to the offers and sales 
of, and continuing services for the securities products and brokerage services on behalf of 
Triad. Triad may supervise the activities of the Adviser or its representatives when they 
are providing the advisory services of the Adviser.    
 
Triad has fully disclosed clearing arrangements with National Financial Services, LLC 
(“NFS”), a wholly owned subsidiary of the Fidelity Investments Group. As a fully 
disclosed broker-dealer, Triad may take custody of clients’ funds or securities for 
transmittal only.  
 
As a licensed insurance agent, Mr. Duff may recommend to his advisory clients a variety 
of insurance products, and he may offer commissionable (non-variable) insurance 
products to Advisor’s clients for which he may receive compensation. Insurance sales 
constitute approximately 5% of Mr. Duff’s time.   

  
B. We are required to respond to: 1. Items 11 (Code of Ethics or Interest in Client Transactions 

and Personal Trading); 2. Item 13 (review of Accounts); 3. Item 14 (Client Referrals and 
Other Compensation); and 4. Item 18 (Financial Information) of Part 2A of Form ADV, as 
applicable to our wrap fee clients.   
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1. Code of ethics, participation or interest in  
client transactions and personal trading. 

 
Brief description of our Code of Ethics adopted pursuant to SEC rule 204A-1 and offer to 
provide a copy of our Code of Ethics to any client or prospective client upon request.  

We recognize that the personal investment transactions of members and employees of our firm 
demand the application of a high Code of Ethics and require that all such transactions be carried 
out in a way that does not endanger the interest of any client.  At the same time, we believe that 
if investment goals are similar for clients and for members and employees of our firm, it is 
logical and even desirable that there be common ownership of some securities. 
 
Therefore, in order to prevent conflicts of interest, we have in place a set of procedures 
(including a pre-clearing procedure) with respect to transactions effected by our members, 
officers and employees for their personal accounts1.  In order to monitor compliance with our 
personal trading policy, we have a quarterly securities transaction reporting system for all of our 
associates.  
 
Furthermore, our firm has established a Code of Ethics which applies to all of our associated 
persons.  An investment adviser is considered a fiduciary.  As a fiduciary, it is an investment 
adviser’s responsibility to provide fair and full disclosure of all material facts and to act solely in 
the best interest of each of our clients at all times.  We have a fiduciary duty to all clients.  Our 
fiduciary duty is considered the core underlying principle for our Code of Ethics which also 
includes Insider Trading and Personal Securities Transactions Policies and Procedures.  We 
require all of our supervised persons to conduct business with the highest level of ethical 
standards and to comply with all federal and state securities laws at all times.  Upon 
employment or affiliation and at least annually thereafter, all supervised persons will sign an 
acknowledgement that they have read, understand, and agree to comply with our Code of 
Ethics.  Our firm and supervised persons must conduct business in an honest, ethical, and fair 
manner and avoid all circumstances that might negatively affect or appear to affect our duty of 
complete loyalty to all clients.  This disclosure is provided to give all clients a summary of our 
Code of Ethics.  However, if a client or a potential client wishes to review our Code of Ethics in 
its entirety, a copy will be provided promptly upon request. 
 
b)  If our firm or a related person invests in the same securities (or related securities, e.g., 

warrants, options or futures) that our firm or a related person recommends to clients, we 
are required to describe our practice and discuss the conflicts of interest this presents and 
generally how we address the conflicts that arise in connection with personal trading. 

 See Item 9 Section B (1.) of our Code of Ethics description. 

 
 

                                                      
1 For purposes of the policy, our associate’s personal account generally includes any account (a) in the name of our 
associate, his/her spouse, his/her minor children or other dependents residing in the same household, (b) for which our 
associate is a trustee or executor, or (c) which our associate controls, including our client accounts which our associate 
controls and/or a member of his/her household has a direct or indirect beneficial interest in. 



11 
 

c) If our firm or a related person recommends securities to clients, or buys or sells securities 
for client accounts, at or about the same time that you or a related person buys or sells 
the same securities for our firm’s (or the related person's own) account, we are required 
to describe our practice and discuss the conflicts of interest it presents.  We are also 
required to describe generally how we address conflicts that arise. 

 See Item 9 Section B (1.) of our Code of Ethics description. 

2. Review of accounts. 
 

a) Review of client accounts, along with a description of the frequency and nature of 
our review, and the titles of our employees who conduct the review.  

We review accounts on a periodic basis, no less than annually, for our clients subscribing 
to our Comprehensive Portfolio Management service. Third Party Advisory clients 
receive at least quarterly reviews.  The nature of these reviews is to learn whether clients’ 
accounts are in line with their investment objectives, appropriately positioned based on 
market conditions, and investment policies, if applicable.  Mr. Duff, Managing Member 
and Chief Compliance Officer, conducts reviews of all client accounts.   
 
Reviews are also performed when the client informs our firm of substantial changes to 
their financial or tax status, investment objectives, risk tolerance or time horizons.  
Lastly, reviews may occur when fundamental market factors (e.g., inflation rates, interest 
rates, GDP, etc.) change in a material way. 
 
Clients will be issued trade confirmations for all transactions, monthly account statements 
(for all months in which a change occurs in the account, unless the Client has asked not to 
receive the same) and custodial statements.   

 
b) Review of client accounts on other than a periodic basis, along with a description of the 

factors that trigger a review.  

 We may review client accounts more frequently than described above.  Among the 
factors which may trigger an off-cycle review are major market or economic events, the 
client’s life events, requests by the client, etc.     

 
c) Description of the content and indication of the frequency of written or verbal regular 

reports we provide to clients regarding their accounts.  

We do not provide written reports to clients, unless asked to do so.  Verbal reports to 
clients take place on at least an annual basis when we meet with clients which subscribe 
to our firm’s Comprehensive Portfolio Management service. 
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3. Client referrals and other compensation. 
 

a) If someone who is not a client provides an economic benefit to our firm for providing 
 investment advice or other advisory services to our clients, we must generally describe 
 the arrangement.  For purposes of this Item, economic benefits include any sales awards 
 or other prizes.  

We generally recommend Triad and/or NFS as our custodian for client advisory accounts. 
 
We recognize our duty to best execution for our clients under the circumstances 
available.  The decision to utilize the preferred custodial firms is based upon a number of 
factors: 
 
 Quality of overall execution services provided; 
 Promptness of execution; 
 Creditworthiness, financial condition, and business reputation of the broker-dealer; 
 Research (if any) provided; 
 Promptness and accuracy of reports on execution; 
 Ability and willingness to correct errors; 
 Promptness and accuracy of confirmation statements; 
 Ability to access various market centers; 
 The broker-dealer’s facilities and technology;  
 The market where the security trades; 
 Any expertise in executing trades for the particular type of security; 
 Commission charged; 
 Reliability of the broker-dealer; 
 Ability to use Electronic Communications Networks (“ECNs”) to gain liquidity, price 

improvement, lower commission rates and anonymity, 
 Reputation of the broker-dealer; 
 Execution and operational capabilities of the broker-dealer; and, 
 
We anticipate execution information to be provided by the service providers on request.  
The preferred service providers have consolidated their “Best Execution” responsibilities 
within a monitoring group that is charged with monitoring execution quality through a 
“regular and rigorous review” of the execution quality it receives from the venues where 
the service providers route equity and option orders.  Additionally, these firms indicate 
on their best execution policies that they continually monitor alternative venues to 
identify opportunities for improving execution quality. 
 
We have reviewed our service provider’s best execution documentation.  Among the 
factors the service providers consider include: The amount of net price improvement, 
speed of execution, certainty of execution, cost of execution, service issues, reliability, 
credit worthiness of counterparties, and accessibility. 
 
While it is possible that clients may pay higher commission or transactions fee through 
preferred services providers, we have determined these service providers currently offer 
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the best overall value to us and our clients for the service, brokerage, and technology 
provided.  
 
We periodically review other alternatives that are available in the market.  However, we 
believe that excellent customer service and trade execution is superior to most non-
service oriented, discount and internet based brokers that may otherwise be available to 
the public.  The preferred service providers feature a broad line of products and services 
that are available to every investor, regardless of the amount of investable assets.  Clients 
have the ability to specifically request, in writing, their desire to utilize another financial 
services firm.  In such cases, the client is responsible to ensure that we have the authority 
to receive all account information in a timely manner.  Further, the client understands that 
we cannot offer best execution because of limitations that may be placed on us by the 
client’s preferred service provider.   
 
Additional Compensation: 
 
Triad and/or its registered representative may, from time-to-time, receive 12b-1 fees from 
investment companies in connection with the placement of client funds into investment 
companies. 
 
We and our investment advisory representatives, or Triad  may receive administrative, 
investment advisory or other fees for providing support services, administrative support 
an/or client referrals to other investment advisory firms.  In all such cases, these 
arrangements are fully disclosed to the affected clients(s).  Mutual funds held in a client 
portfolio incur investment management fees and other internal expenses as described in 
the prospectus for each fund. We strongly encourage clients to carefully read 
prospectuses and consider the investment objectives, risks and charges and expenses of 
the investment company, prior to investing.  The contract prospectus and the underlying 
fund prospectus contain this and other information about the investment company.   

 
b) If our firm or a related person directly or indirectly compensates any person who is not 

our employee for client referrals, we are required to describe the arrangement and the 
compensation.  

We do not pay referral fees (non-commission based) to independent solicitors (non-
registered representatives) for the referral of their clients to our firm in accordance with 
relevant state statutes and rules.   
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4. Financial information. 
  

a) If we require or solicit prepayment of more than $500 in fees per client, six months or 
more in advance, we must include a balance sheet for our most recent fiscal year.  

We do not require nor do we solicit prepayment of more than $500 in fees per client, six 
months or more in advance, therefore we have not included a balance sheet for our most 
recent fiscal year.  

b)  If we are a State-registered adviser and have discretionary authority or custody of client 
funds or securities, or we require or solicit prepayment of more than $500 in fees per 
client, six months or more in advance, we must disclose any financial condition that is 
reasonably likely to impair our ability to meet contractual commitments to clients.  

We have nothing to disclose in this regard. 
 

c)  If we have been the subject of a bankruptcy petition at any time during the past ten years, 
we must disclose this fact, the date the petition was first brought, and the current status. 

 
 We have nothing to disclose in this regard. 
 
 

Item 10 - Requirements for State-Registered Advisers 

In addition to any relationship or arrangement described in response to Item 9.A.2 of Part 2A 
Appendix 1 of Form ADV, we must describe any relationship or arrangement that our firm or 
any of our management persons have with any issuer of securities that is not listed in Item 9.A.2 
of Part 2A Appendix 1 of Form ADV. 
 
We are State registered and have responded to this Item in Item 9.A.2 of this Part 2A Appendix 1 
of Form ADV.   
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