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OATH OR AFFIRMATION

, swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

, as of

, 19 , 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 soley as that of
a customer, except as follows:

Signature

Title

Notary *

This report** contains (chec all*ap licable” boxes)
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(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condmon

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capxtal

(D Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(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 Requirements Under Rule 15¢3-3..

(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capltal Under Rule 15c3 1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule, 15¢3-3.

" (k) A Reconciliation between the audlted and unaudited Statements of Financial Condition with respect to methods of con- -

solidation.
() An Oath or Affirmation.
{(m) A copy of the SIPC Supplemental Report.
(n) A report descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of bonﬁdential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Financial statements and report of independent certified public accountants

Vestin Capital, Inc.
December 31, 2001 and 2000
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Report of Independent Certified Public Accountants

Board of Directots
Vestin Capital, Inc.

We have audited the balance sheets of Vestin Capital, Inc., as of December 31, 2001 and 2000, and the
related statements of operations, stockholder’s equity and cash flows for the years ended December 31, 2001
and 2000 that you ate filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company’s management Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits 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 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 audits provide a reasonable basis for our

_opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
‘position of Vestin Capital, Inc., as of December 31, 2001 and 2000, and the results of its operanons and its
cash flows for the years then ended in conformity thh accounting principles generally accepted in the Umted
States of America.

Moot Taomadoe P

Reno, Nevada
January 23, 2002

Suite 770

100 W. Liberty Street
P.O. Box 30

Reno, NV 89504

Tel: 775 786-1520
Fax; 775 786-7091




Vestin Capital, Inc.

BALANCE SHEETS
December 31,
ASSETS
2001 2000

CASH $§ 8860 $§ 13,552
DUE FROM RELATED PARTY ' 44,280 9,791
DEPOSITS 2,238 835

Total current assets . 55,378 24,178
FIXED ASSETS, net 6,327 7,183

Total assets | - § 61,705 § 31,361

LIABILITIES AND STOCKHOLDER'S EQUITY

ACCOUNTS PAYABLE AND ACCRUED EXPENSES $ 36,197 $ 13,567

Total liabilities _ 36,197 13,567
STOCKHOLDER'S EQUITY

Common stock - 2,500 shares authorized;

No par or stated value;

100 shares issued and outstanding 50,000 50,000
Additional paid-in capital 845,020 248,843
Accumulated deficit (869,512) (281,049)

Total stockholder's equity ‘ 25,508 17,794
Total labilities and stockholder's equity * $ 61,705 $ 31,361

The accompanying notes are an integral part of these statements.

4




Vestin Capital, Inc.
STATEMENTS OF OPERATIONS

Years ended December 31,

2001 2000
Revenues ' ‘ $ 225,000 $ -
General and administrative expenses 813,539 213,786
Loss from operations | (588,539) (213,786)
Other income
Interest income . 76 68
NET LOSS : | § (588463) § (213,718)

" The accompanying notes are an integral part of these statements.
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Vestin Capital, Inc.
STATEMENTS OF STOCKHOLDER'S EQUITY

Years ended December 31, 2001 and 2000

Common Stock Additional Total
Numbet Paid-in Accumulated  Stockholder's

© of Shares Amount Capital Deficit Equity
Balance at December 31, 1999 100 $ 50,000 % 28,000 $ 67,331y % 10,669

Stockholder contribution ; - 220,843 - 220,843

Netloss ’ - - - (213,718) (213,718)
Balance at December 31, 2000 100 50,000 248,843 (281,049) 17,794
Stockholder contrbution . | - - 596,177 : - 596,177
Net loss . - - - (588,463) (588,463)
Balance at D(?cember 31, 2001 100 $ 50,000 § 845,020 $  (869,512) % 25,508

The accompanying notes are an integral part of these statements.
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Vestin Capital, Inc.
STATEMENTS OF CASH FLOWS

Years ended December 31,

2001

2000

Cash flow from operating activities:
Net loss ' $ (588,463)
Adjustments to reconcile net loss to net cash provided by

(used in) operating activities:

$ (213,718)

Depreciation ’ 2,790 26
Changes in operating assets and liabilities:
Increase in due from related party (34,489) (17,000)
Decrease (increase) in deposits (1,403) 2,911
Increase in accounts payable and accrued expenses 22,630 13,289
Net cash used in operating activities (598,935) (214,492)
‘Cash flow from investing activities: o
Purchase of fixed assets » (1,934) -
. Net cash used in financing activities (1,934) -
Cash flow from financing activities:
Proceeds from stockholder contribution 596,177 220,843
Net cash provided by financing activities 596,177 220,843
NET INCREASE (DECREASE) IN CASH (4,692) 6,351
. Cash at beginning of year 13,552 7,201
Cash at end of year ' ' $ 8,860 $ 13,552
Supplementary disclosure of noncash investing and
financing activities:
Equipment acquired included in due from related party $ - $ 7,209

The accompanying notes are an integral part of these statements.
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Vestin Capital, Inc.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE A - DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Description of Business

Vestin Capital, Inc., formerly DM Financial Services, Inc. (hereinafter referred to as the “Company™) was
incorporated in the State of Nevada on August 3, 1998. The Company is a member with the National
Association of Securities Dealers (NASD) and is licensed in 49 states to operate as a securities broker
dealer.

The Company is a wholly-owned subs1d1ary of Vestin Group, Inc, a pubhcly-traded company on the
NASDAQ.

2. Basis of Presentation

The Company’s financial statements have been prepared on the accrual basis of accounting whereby
revenues are recorded when they have been earned, and expenses are recorded when they have been
incurred.

3. Use of Estimates

The preparation of financial 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 during the reporting period. Actual results could differ from
those estimates.

4. Fixed Assets

Fixed assets are stated at cost. Depreciation is provided principally on the stmight-line method over the
estimated useful lives of the assets of 3 and 5 years. The cost of repairs and maintenance is charged to
expense as incurred.

5. Advertising Costs

Advertising costs included in general and administrative, are expensed as incurred. Advertising expense
approximated $3,900 and $4,500 for years ended December 31, 2001 and 2000, respectively.

" 6. Income Taxes

The Company accounts for its income taxes in accordance with Statement of Financial Accounting
Standards No. 109, which requires recognition of deferred tax assets and liabilities for the future tax
consequences attributable to differences between carrying amounts of existing assets and liabilities and
their respective tax bases and tax credit carryforwards. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date. The benefit of
the loss for the years ended December 31, 2000 and 1999 has been and will be utilized via the filing of a
federal consolidated income tax return by the parent company.




Vestin Capital, Inc.
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2001 and 2000

NOTE B - RELATED PARTY TRANSACTIONS
Vestin Group, Inc. has provided the Company bookkeeping and secretarial sexvices at no charge.

The Company has a commission agreement with Vestin Group, Inc. whereby it would receive $75,000 a
month from Vestin Group, Inc. for services rendered related to marketing, investor relations and
processing of investor documents in behalf of Vestin Fund I, LLC and Vestin Fund II, LLC (Publicly
registered funds managed by Vestin Group, Inc.’s subsidiary Vestin Mortgage Inc.). During the year
ended December 31, 2001, the Company earned 2 total of $225,000 in commission revenues from Vestin

Group, Inc.

During the years ended December 31, 2001 and 2000, the Company paid various expenses on behalf of
Vestin Group, Inc. totaling $34,489 and $17,000, respectively. In addition, during the year ended
December 31, 2000, Vestin Group, Inc. purchased equipment for the Company totaling $7,209. The net
effect of these transactions is recorded on the accompanying balance sheet as due from related party
totaling $44,280 and $9,791 at December 31, 2001 and 2000, respectively.

During the years ended December 31, 2001 and‘2000, Vestin Group, Inc. paid vatious expenses on
behalf of Vestin Group, Inc. approximating $596,000 and $221,000, respectively. The net effect of these
transactions are recorded as additional paid-in capital on the accompanying balance sheet.

NOTE C - FIXED ASSETS

Fixed assets are stated at cost and consist of the following at December 31:

2001 2000
Equipment : $9,143 $7,209
Less: Accumulated depreciation 2,816 26

$6,327 §7,183

NOTE D ~ OPERATING LEASES

The Company operates from leased offices under a non-cancelable operating lease. The lease requires
the Company to pay certain escalation clauses for real estate taxes and building operating costs.

Future minimum lease payments under the operating lease obligations, as of December 31, 2001, for
each succeeding year and in the aggregate are as follows:

Years ending December 31,

2002 $12,069
2003 ' 11,063
$23,132
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Report of Independent Certified Public Accountants on Supplementary
Information Required by Rule 17a-5 of the Securities Exchange Commission

Board of Ditrectors
Vestin Capital, Inc.

We have audited the accompanying financial statements of Vestin Capital, Inc. as of December 31, 2001 and
2000 and for each of the years then ended and have issued our report thereon dated January 23, 2001, which
is presented in the preceding section of this report. The supplementary information presented hereinafter is
presented for purposes of additional analysis and is not a required part of the financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934. Such
information has been subjected to the audit procedures applied in the audit of the financial statements and, in
our opinion, is fairly stated in all material respects in relation to the financial statements taken as whole.

et Tmomedlen cer

Reno, N evéda
January 23, 2002
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Vestin Capital, Inc.

COMPUTATION OF NET CAPITAL, NET CAPITAL REQUIREMENT

AND AGGREGATE INDEBTEDNESS TO NET CAPITAL

Years ended December 31,

2001 2000
Computation of net capital .
Total stockholder's equity $ 25,508 $ 17,7%
Less non-allowable assets
Deposits ' 2,238 835
Fixed assets, net 6,327 7,183
8,565 8,018
Net capital | $ 16943 $ 9776
Computation of net capital requitement
Determination of minimum net capital requirement :
~ 12% of aggregate indebtedness $ 4344 § 1,628
Minimum net capital required 5,000 5,000 .
Net capital required (greater of 12% of
aggregate indebtedness or minimum
net capital required) $ 5,000 $ 5,000
Computation of excess net capital
Net capital » $ 16943 § 9,776
Net capital required ' 5,000 5,000
Excess net capital : $ 11,943 $ 4,776
Computation of adjusted excess net capital
Minimum net capital required $ 5,000 $ 5,000
Excess net capital 11,943 4,776
Less 10% of total aggregate indebtedness 3,620 1,357
Adjusted excess net capital $ 13,323 $§ 8419
Computation of aggregate indebtedness
Accounts payable $ 36,197 $ 13,567
Total aggregate indebtedness $§ 36,197 $ 13567
Percentage of aggregate indebtedness to net capital ' 214% 139%

Reconciliation of net capital
The net capital as reported in the accompanying financial
statements equals the net capital as reported in the Company's
unaudited filing of Part ITA of the amended FOCUS reports
as of December 31, 2001
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Independent Auditors’ Report on

Internal Controls Required by Securities and Exchange Commission Rule 17a-5

Board of Directors
Vestin Capital, Inc.

In planning and performing our audits of the financial statements of Vestin Capital, Inc. (the Company) for
the years ended December 31, 2001 and 2000, we considered its internal controls, including control activities
for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal controls.

Also, as required by rule 17a-5(g) (1) of the Securities Exchange Commission (“SEC”), we have made a study
of the practices and procedures followed by the Company, including tests of such practices and procedures
that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures following by the Company in any of the following:

(1)  Making quarterly securities examinations, counts, verifications, and comparisons

(2) Recordation of differences required by rule 17a-13

(3) Complying with the requirements for prompt payment for securities under Section 8 of Federal
" Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal controls 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 previous paragraph, and to assess whether those practices and
procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of
internal controls 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 management’s
authorization and recorded propetly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America (US GAAP). Rule 17a-5(g) lists
additonal objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, errors 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. Qur consideration of internal controls would not necessarily
disclose all matters in internal controls that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the design
or operation of the specific internal control components does not reduce to a relatively low level the risk that
errors or fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving internal controls that we consider to be material
weaknesses as defined above.

13




w

»
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 a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2001 and 2000, to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, and other regulatory agencies that rely on Rule 17a-5(g) 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.

AAM Thomade— L& 7

Reno, Nevada
* January 23, 2002 -
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