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SEC FILE NUMBER |

90898 |

Information Required of Brokers and Dea!a-s Putsua on 17 of the
Securities Exchange Act of 1934 and Rule 17a- under

REPORT FOR THE PERIOD BEGINNING __ U | Ol/ ! AND ENDING ‘.2_,[ 21 Z.OO {
| MM/QOYY . Y MMIDD/YY

A. REGISTRANT IDENTIFICATION -

NAME OF BROKER-DEALER: VB [ WAMCE [ANVESTMEAT ),IN»F

OFFICIAL USE ONLY

FIRM 1D. NO.

ADDRESS OF PRINCIPAL PLACE OF EU INESS: (Do Ano: use P.0O. Bax No.)

3010 \nete Wil - Suite 300
‘ AL 3242

\State) (Zip Coaer
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

D LW tAMg SO\ -Gqe( - 102

tArca Coce — Tacppnane No.j

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIG ACCOUNTANT whose opi .st consained in this Report®

= Y‘ﬂg & | :)gma

-—Jmmmmfm nuaa s p

( -w A Ml B Ty
e "?(:3 V) ’ Sy 1\ g b e A

T

tAgdress) (City) T 1Saue Zp Coae)

=y
CHECK gl:{é. R@@E’SS
ertified Public Accountant

2

1 Public Accountant .BUL 1020

O Accountanr not resident in United States or any of its possessions. THOMS@E\:;
FOR OFFICIAL USE ONLY HNP\N@ A

v Al
\

|\
*Claims for exemption from the requirement (hat the annual Xeport be covered by the apinion of an independent public accountant
must be supported by a siatemen: of facts and circumstancesXglied on as the basis for the exemption. See section 240.17¢-3(ej(2).
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OATH OR AFFIRMATION

N 0y
. @L.)/ j f4 } ﬂ ™ fj swear {or affirm) that, 10
best of my knowledzge and belief the acccmpanyx g financial statement and supporting schedules pentaining o the firm

JF ) E N~ .

?/
Jy e/ Z ;1-2;0 are true and correct. I further swear (or affirm) that neither the compa
" nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that
a customer, =xcept as follows: :

Tiie

l ~otaly Pucl7 - \
THESC. SR 1
: ﬁ% MY COMMISS'ON#CCW

] .’ £ amgéqmes 00'0b97202m2 ;
js report®< contans (check all applicable boxes): '::z:*:--~——~

{a) Facing page.

(b) Statement of Financial Condition.

{¢) Statement of Income (Loss).

(d} Stacement of Changes in Financial Condition.

{c) Starement of Changss in Stockholders’ Equuty or Partners’ r Sole Proprietor’s Capital.

(f) Statemen:t of Changes in Liabilities Subordinated 1o Claim. of Creditors.

{z) Computation of Net Capital

{h) Computration for Determination of Reserve Requiremenis Pursuant 1o Rule 15¢3-3.

{i} Information Relating 1o the Possession or contrel Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and th
Computation for Determunanon of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methoeds of con
sohidarion.

() An Oarh or Affirmauon.

(m)A copy of the SIPC Supplemental Repor:.

{n) A repornt describing any material inadequacies found to exist or found to have existed since the date of the previous auai!

RIRIRNCARENTIV IO e

A

**For condiions of confudenual treaimens of certawn paruons of 1his filing, see section 240.17a-5(ej(3).




vFinance Investments, Inc.
3010 North Military Trail
Suite 300
Boca Raton, FL 33431

June 13, 2602

Mr. Clint Johnson

Field Supervisor

NASDR, District 7

One Securities Centre, Suite 500
3490 Piedmont Road, NE
Atlanta, GA 30305

Dear Mr. Johnson:

Please excuse the delay in responding to your letter of April‘19, 2002, in which you pointed out
that the audited statement of vFinance Investments, Inc. prepared by Ernst & Young did not
contain “a reconciliation, including appropriate explanation, of the Computation of Net Capital
under Rule 15¢c3-1 in the audit report with the broker’s or dealer’s corresponding unaudited Part
I or Part [1A filing as material differences exist.”

In error, we did not amend our December 31, 2001 FOCUS report to reflect that additional capital
on a timely basis. We are in a fee dispute with E&Y and they have refused in two separate e-
mails to our parent company’s CFO, Bob Williamson, to do any work on this issue. Please find
attached copies of both his May 16, 2002 and June 10, 2002 correspondence and the reply from
Nick Franz who was the partner in charge of the audit.

It is unlikely this issue will be resolved soon or to E&Y’s satisfaction since there is a significant
difference between us and, in addition, our parent company dismissed E&Y on May 10, 2002.
(See attached portion of our March 31, 2002 10-QSB.) We therefore submit the attached
reconciliation and a new Part III Facing Page.

Yours truly,

Al Mirman

FinOp

Copies

2 Securities and Exchange Commission
450 Fifth Street NW
Washington, DC 20549

1 Securities and Exchange Commission

1401 Brickell Avenue
Miami, FL 33131
Attn: Thomas Mahoney

b
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Robert Williamson

From: nick.franz@ey.com
Sent:  Friday, May 17, 2002 9:30 AM

To: Robert Williamson
Subject: RE:
1
Bob-

More than happy to consider the issue once | understand what the payment schedule is for our
outstanding invoices.

Nick

Nick Franz, Partner

Emnst & Young LLP !
(404) 817-5963 — work

(404) 218-7375 — cell

(404) 355-0045 — home

~—

“Robert Williamson" <bobw@vfinance.com>

To: "Alejandra Williams" <awilliams@vfinance.com>
ce: *Nick Franz" <nick.franz@ey.com>
05/16/2002 10:26 AM Subject: RE:

NASD Audit Ingquiry: First Level Audited Report
Nick:

After we filed the preliminary focus report with the NASD we made a number
of changes to strengthen vFinance Investments (fka First Level).

The NASD has come back to us questioning your statement in the audited
report, "There were no material differences between the computation of net
capital under Rule 15¢3-1 included in this audited report and the
computation included in the Company's corresponding unaudited Form X-17A-~5,
Part IIA filing as of December 31, 2001."

Alejandra has prepared a reconciliation of those changes that caused Net
Capital to increase from $304,231 in the preliminary report to $1,547,832 in
the audited statement. Would you be able to send a letter through Alejandra
to Clint Johnson stating that the reconciliation provided the basis for
those changes.

Bob Williamson

Robert F. Williamson, Jr.
Vice-President Finance & CFO
vFinance, Inc.

3010 North Military Trail
Suite 300

06/13/2002




Robert Williamson

From: nick.franz@ey.com

Page 1 of 2

Sent: Monday, June 10, 2002 4:04 PM

To: Robert Williamson

Subject: Re: reconciliation of 12/31/2001 focus and First Level audit.

Bob-

Before we do any further work | would like to have a payment plan put in place that Lenny agrees to. He
was going to propose something back to me which | have not seen yet. Until we have a payment plan
(which needs to include a payment immediately), | am not willing to discuss additional work. Thanks.

Nick Franz, Partner
Emst & Young LLP
(404) 817-5963 — work
(404) 218-7375 —cell
(404) 355-0045 —~ home

"Robert Williamson®™ <bobw@vfinance.com>

06/10/2002 03:29 PM

Nick:

-~

To: *Nick Franz® <nick.franz@ey.com> —~

ccl
" Subject: reconciliation of 12/31/2001 focus and First Leve! audit.

Will you please confirm your reluctance to reconcile the 12/31/2001 Focus report and the First Level audit until
such time as our invoices with you are paid?

Thank you.

Bob Williamson

Robert F. Williamson, Jr.
Vice-President Finance & CFO

vFinance, Inc.

06/13/2002




EDGARDbiz, Inc. * (954) 830-3075 Proof 4 « Revised: 05/15/2002 13:10:02 vFinance, Inc.
Registered S.E.C. Filing Agent Page 16 » form10-qsb_mar312002.txt ’ SEC Form 10-QS8 03-31-02

Item 2.

Item 3.

Item 4.

Item S.

OTHER INFORMATION
LZIGAL FROCZZIDINGS

The Company's inactive subsidiary, Colonial Direct Financial Group,
Inc., has $650,000 of subordinated debt in default. The debt was
incurred prior to the acquisition of Colonial by the Company in
anticipation of an initial public offering by Colonial. The Company has
offered the three holders of the subordinated debt to convert their
notes issued by Colonial into common stock of the Company. One of the
holders has sent a demand letter through her attorney seeking repayment
frem the Company. The Company has responded that the debt is the
cbligation cf the subsidiaxy.

i

CHANGES IN SECURITIES

on January 7, 2002 the Company sold 350,878 unregistered shares at a
price of $0.285 per share for a total consideration of $100,000 to AMRO _
International, S.A.

On January 17, 2002 the Company sold 83,334 unregistered shares at a
price of $0.285 per share for a total consideration of $2%,750 to
WorldVentures Fund I, LLC.

The above noted securities issued to the two investors were exempt from
registration pursuant to Section 4(2) of the Securities Act of 1933, as
amended, and Rule 506 of Regulation D promulgated thereunder because
the securities were acquired in a privately negotiated transaction by
sophisticated investors.

During the first quarter of 2002, the Company granted stock options to -
purchase an aggregate of 508,117 shares of the Company 'S commen stock

to six employees cof the Company. The exercise prices of these options
range from $.35 to $2.25. The option grants were exempt from

registration pursuant to Section 4(2) of the Securities Act of 1933, as
amended, because the individuals receiving the options are

sophisticated investors who have knowledge of all material information
about the Company.

DEFAULTS UPON SENIOR SECURITIES

None

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None

OTHER INFORMATION

The Company dismissed its independent auditors, Ernst & Young LLP, on
May 10, 2002 to reduce expenses. During the past two fiscal years,
Ernst & Young LLP's report on the Company's financial statements for
each of the two fiscal years ended December 31, 2000 and 2001 did not
contain an adverse cpinion or disclaimer of opinicn, nor was it
modified as to uncertainty, audit scope, or accounting principles. The
decision to dismiss Ernst & Young, LLP was recommended and approved by
the Becard of Directors.

During each of the Company's fiscal years ended December 31, 2000 and
2001 and the interim period preceding the dismissal, there were no
disagreements with Ernst & Young LLP on any matter of accounting
principles or practices, financial statement disclosure, or auditing
scope or procedure, which, if not resolved to the satisfaction of Ernst
& Young LLP, would have caused Ernst & Young LLP to make reference to
the subject matter of the disagreements in connection with its reports.

15
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vFinance, Inc.
SEC Form 10-QSB 03-31-02

On May 10, 2002, the Company engaged the firm of Feldman, Sherb & Co.,
o.C. as its new independent auditors. The Company has authorized Ernst

Young LLP te¢ respond fully to the inquiries of Feldman, Sherb & Co.,
P.C. with regard to any acceunting or financial matters relating to the
Company.

ITEM 6. EXHIBITS AND REPORTS CN FORM 8-K. :
{fa) EXHIBITS

Number
of Exhibit it Description

16.0 Letter from Ernst & Young to the Securities and Exchange Commission
dated May 15, 2002

(b) REPCRTS ON FORM 8-K

None.
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First Leve! Capital

12/31/01
List of Agjusting Entries
L
# W/P Ref Description $ 3 (Decrease)/Increase
P&L Effect  Post (Y/N)
\ N
1 13.1 Forgiveable Loans 11,000
smr Forgiveable Leans-Noncurrent 11,000 Y
To properly state current portion of forgiveable loans
2 \ Di1 APIC 6,000 - Y
smr Securities 6,000
To properly state securities at 12-31-01
3 \U16 Compensation Expense 40,000
smr Amortization of Forgiveable Loans 40,000 Y
To reclass amortization to comp ion expense
™~
4 N1 Accounts Payable 10,084 Y
smr Due to employees 6,647
Accounts Receivable 3,437 -
To reclassify debit bal and employee payables from accounts payable.
5 U7 Unrealized Gain/Loss 15,370 Y
smr Realized Gain/Loss 15,370 -
6 Plead Accrued 401(k) 2,638 Y
smr APIC 2,638
7 J1.1 Regrstration Expense 14,543 (14,543) Y
smr Prepaid Expense 14,543
8 \]0 Compensation Expense 20,332 - Y
smr Bad Debt Expense 20,332
N .
9 [+ Income Tax Receivable 110,402 Y
smr Income Tax Benefit 110,402
DTA 45,600 sum=
DTL 10,034 201,24
Income Tax Benefit 35,566 A3.7
NOL Deferred Tax Asset 23,153
Income Tax Benefit 23,153
Tax Expense 23,153
Valuation Allowance 23,153
Tax Expense 27,966
Deferred Valuation Allowance 27,966
7o record taxes in accordance with Fas 109.
10 \NI.S Expense 29,142 Y
smr
Accounts Payable 29,142 (25,142)
(Goodwill entry included in 13 below.)
11 P4 Expesne 7,500 Y
smr Accrued Litigation 7,500 (7,500)
To accrue additional liability per legal response.
12 AV.1x Expense 12,610 Y
smr Accounts Payable 12,610 (12,610)
To record A'/P related to legal fees recorded on Parent. See vFin tab for removal from Parent.
13 G1 Goodwill 1,388,651
smr Tax Refund 90,839
DTA 33,000
Deferred Rent 4,650
Retianed Earnings 2,094
Expense 10,030
APIC 1,429,716
To record adjustment to correct goodwill and incorporate other adjustments impacting goodwill.
Amortization Expense 92,577
Accumulated Amortization 92,577
14 S1 Rent Expense 2,766 Y
smr Deferred Rent 2,766
To record 12/31/2001 deferred rent
15 Gmemo Impairment loss 1,296,074
smr Goodwill 1,296,074 (1,296,074) Y
to record goodwill impairment I
Total P&L effect: 3,270,400 3,270,400 (1,359,869)




