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ORDER INSTITUTING DISCIPLINARY
PROCEEDINGS, MAKING FINDINGS, AND
IMPOSING SANCTIONS

In the Matter of Thomas Benson and Thomas
Benson, CPA

Summary

By this Order, the Public Company Accounting Oversight Board ("Board" or
"PCAOB") is revoking the registration of Thomas Benson, and barring its owner,
Thomas Benson, CPA, from being an associated person of a registered public
accounting firm. The Board is imposing these sanctions on the basis of its findings
concerning the respondents' violations of PCAOB rules and auditing standards in
connection with an audit of the financial statements of one issuer client during 2006.

i.

The Board deems it necessary and appropriate, for the protection of investors
and to further the public interest in the preparation of informative, fair, and independent
audit reports, that disciplinary proceedings be, and hereby are, instituted pursuant to
Section 105(c) of the Sarbanes-Oxley Act of 2002 ("Act") and PCAOB Rule 5200(a)(1)
against the registered firm, Thomas Benson ("the Firm") and Thomas Benson, CPA
("Benson") (collectively, "Respondents").

II.

In anticipation of the institution of these proceedings, and pursuant to PCAOB
Rule 5205, Respondents have each submitted an Offer of Settlement ("Offers") that the
Board has determined to accept. Solely for purposes of these proceedings and any
other proceedings brought by or on behalf of the Board, or to which the Board is a party,
and without admitting or denying the findings herein, except as to the Board's

jurisdiction over them and the subject matter of these proceedings, which is admitted,
Respondents each consent to the entry of this Order Instituting Disciplinary
Proceedings, Making Findings, and Imposing Sanctions ("Order") as set forth below.
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II i.

On the basis of Respondents' Offers and information obtained by the Board in
this matter, the Board finds1 that:

A. Respondents

1. The firm Thomas Benson is a sole proprietorship located in the state of
Michigan and is registered with the Board pursuant to Section 102 of the Act and
PCAOB Rules. Its office is located in Okemos, Michigan.

2. Benson, 48, of Okemos, Michigan, is a certified public accountant licensed
by the Michigan State Board of Accountancy (License No. 1101017000). He is the
Chief Operating Officer of the Firm and at all times relevant to this matter was an
associated person of the Firm, as that term is defined in Section 2(a)(9) of the Act and
PCAOB Rule 1001 (p )(i). Prior to performing the audit described in this Order, Benson
had never audited the financial statements of an issuer. Up until the time of the conduct
described in this Order, Benson spent most of his professional career working for the
state of Michigan in various internal auditing positions.

B. Respondents Violated PCAOB Auditinq Standards in the Fiscal Year 2006
Audit of Conversion Solutions Holdinq Corp.

Summary of Violations

3. In connection with the preparation or issuance of an audit report, PCAOB

rules require that a registered public accounting firm and its associated persons comply

1/ The findings herein are made pursuant to Respondents' Offers and are not
binding on any other person or entity in this or any other proceeding. The sanctions that
the Board is imposing against Respondents in this Order may be imposed only if
conduct meets one of the conditions set out in Section 105(c)(5) of the Act, 15 U.S.C. §
7215(c)(5). The Board finds that Respondents' conduct described in this Order meets
the condition set out in Section 105(c)(5)(A), which provides that such sanctions may be
imposed in the event of "intentional or knowing conduct, including reckless conduct, that
results in a violation of the applicable statutory, regulatory, or professional standard."
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with the Board's auditing standards.6/ Under the Board's auditing standards, an auditor
may express an unqualified opinion on an issuer's financial statements only when the
auditor has formed such an opinion on the basis of an audit performed in accordance
with PCAOB standards.;1/ Among other things, those standards require that an auditor
exercise due care and professional skepticism, obtain sufficient competent evidence to
afford a reasonable basis for an opinion regarding the financial statements, and respond
appropriately to indicators of a risk of material misstatement due to fraud.1 In
connection with the Firm's audit of the fiscal year ("FY") 2006 financial statements of
Conversion Solutions Holdings Corp. ("Conversion Solutions" or "the Company"),

Respondents failed to exercise due professional care, failed to exercise professional
skepticism, and failed to obtain sufficient competent evidence.

4. Specifically, Respondents failed to perform adequate audit procedures,

and failed to exercise due care and professional skepticism related to: (1) financial
statement assertions that the Company had rights to $500 million in Venezuelan bonds
and approximately $19.9 million in related interest; (2) financial statement assertions
about the existence and valuation of a $310 million note; and (3) the inclusion of certain
non-monetary exchanges involving the aforementioned assets in the Company's

statement of cash flows.

Backqround

5. Conversion Solutions is a Delaware corporation based in Kennesaw,

Georgia. Its common stock is registered with the United States Securities and Exchange
Commission ("SEC" or "Commission") under Section 12(g) of the Securities Exchange
Act of 1934. Conversion Solutions' public filings disclose that, at all times relevant to
this Order, it was a diversified holdings company that was "formed to originate, fund and
source funding for asset-based transactions in the private market." At all relevant times,

6/ See PCAOB Rules 3100, 3200T.

;1/ See AU § 508.07, Reports on Audited Financial Statements.

1/ See AU § 150.02, Generally Accepted Auditng Standards; AU § 230, Due
Professional Care in the Performance of Work; AU § 326, Evidential Matter, and AU §
316, Consideration of Fraud in a Financial Statement Audit.
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Conversions Solutions was an issuer as that term is defined by Section 2(a)(7) of the
Act and PCAOB Rule 1001 (i)(iii).§/

6. In April 2006, Conversion Solutions' Chief Financial Officer, a colleague of

Benson's for over 20 years, asked Benson if he would be interested in auditing the
Company's FY 2006 financial statements.§! Benson's engagement as the new auditor
of record was in anticipation of a reverse merger transaction with Fronthaul Group, Inc.,
where Conversion Solutions would become an issuer and be required to file financial
statements with the Commission.

7. On, July 8, 2006, Conversion Solutions executed the reverse merger

transaction and became an issuer. Around this time, Benson agreed to audit the
Company's FY 2006 financial statements. After being advised by Conversion Solutions'
CFO of the legal requirement that the Company's auditor be registered with the PCAOB,
Benson submitted an application for registration, which the Board approved.

8. On September 28, 2006, the Firm issued its audit report on Conversion
Solutions' FY 2006 financial statements, which was included in the Company's Form 8-
K filed with the Commission on September 29, 2006, in the Company's Form 1 O-K filed
with the Commission on October 16, 2006, and in two Forms 10-K/A filed with the
Commission on October 17, 2006, and October 19, 2006, respectively. In the audit
report, the Firm expressed an unqualified audit opinion on Conversion Solutions'

financial statements for FY 2006. The report stated that the Company's financial
statements presented fairly, in all material respects, the financial position of the

§/ On October 24, 2006, the Commission summarily suspended the trading

of Conversion Solutions' common stock through November 6, 2006, because it
appeared to the Commission that there was a lack of current and accurate information
concerning the Company's securities, including information related to the $500 million of
Venezuelan Bonds discussed in this Order. On October 25, 2006, the Commission's
Division of Enforcement filed a complaint in the United States District Court for the
Northern District of Georgia against Conversion Solutions and its Chief Executive
Officer, Rufus Paul Harris. As of the date of this Order, the Commission's litigation is
pending.

§/ Conversions Solutions' FY 2006 began on July 1, 2005, and ended June
30,2006.
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Company as of June 30, 2006 and the results of its operations and its cash flows for the
year ended June 30, 2006 in conformity with accounting principles generally accepted in
the Unites States of America. In addition, the report stated that the audit was conducted
in accordance with the auditing standards of the Public Company Accounting Oversight
Board.II

The Audit of Conversion Solutions' FY 2006 Financial Statements

$500 Millon of Venezuelan Bonds

9. In its FY 2006 financial statements, Conversion Solutions disclosed that

on March 15, 2006, it acquired from the Republic of Venezuela full ownership of bonds
with a principal amount of $500 million, and the Company's statement of cash flows
disclosed a $500 milion payment. The Company recorded the bonds as a $500 million
asset on its balance sheet. The bonds represented 60 percent of the total reported
assets of Conversion Solutions as of June 30, 2006.

10. Conversion Solutions also disclosed that it was due to receive its first
interest payment on the bonds on August 8, 2006. Accordingly, the Company accrued
approximately $19.9 million of interest and reported that amount as a receivable on its
balance sheet. Inconsistently with that, the Company's statement of cash flows treated
that interest as having been received. Moreover, the Company reported the interest
receivable as interest revenue on the statement of operations, which represented 100
percent of the Company's total reported revenue for the fiscal year ended June 30,
2006.

11. Respondents failed to perform sufficient procedures to evaluate the
financial statement assertions concerning the $500 million in Venezuelan bonds and
approximately $19.9 million of accrued interest. Other than management
representations and documents provided by management, Respondents obtained no

Z/ In confining that statement to "auditing standards" of the PCAOB, the
report was inconsistent with the requirements of PCAOB Auditing Standard No.1,
References in Auditors' Reports to the Standards of the Public Company Accounting
Oversight Board, which requires a representation that the audit was conducted in
accordance with "the standards" of the PCAOB, which include both auditing standards
and related professional practice standards.
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audit evidence relevant to evaluating the assertions, and Respondents failed to follow
up on evidence that cast doubt on the assertions. For example, Respondents obtained
no evidence that the Company had in fact made a $500 million cash payment as
described in the statement of cash flows. Moreover, despite making repeated requests
to management for an opportunity to physically inspect the bond certificates,
Respondents were never given that opportunity and never saw any such certificates. In
addition, despite the Company's assertion that it was entitled to an interest payment of
approximately $19.9 million on August 8, 2006, Respondents understood at the time of
the September 28, 2006 audit report that the Company had received no interest
payment.~1 Finally, although the Company asserted that it acquired the bonds on
March 15, 2006" the documents that Respondents obtained from management
suggested that the bonds had been issued and sold to other investors during 1998.~1

$310 Millon UCC Security Note

12. In its FY 2006 financial statements, Conversion Solutions disclosed that it

had acquired what it called a UCC Security Note ("Note") when it merged with Waatle
Holdings Corp. ("Waatle"). According to the Company's disclosures, the Note had
previously been assigned to Waatle for $40 million, neither the Company nor Waatle
had paid any of the $40 million, and the Note was to be returned to the assignor in
2009. Respondents accepted management's assertion that the Note entitled the holder
to the recovery on a legal judgment issued by a Washington State court, and that the
obligation reflected in the Note was secured by liens on real estate owned by, among
others, various Washington State judges and attorneys ("the purported lien debtors").
The Company reported the Note in its financial statements as an asset valued at
approximately $310 million - $172 million in principal and $138 million in accrued
interest. The Note represented 37 percent of the total reported assets of Conversion
Solutions as of June 30, 2006. The Company's statement of cash flows also reported a
cash payment of approximately $310 million related to the Note.

~I Respondents also failed to take any steps to address or resolve the
apparent inconsistencies in the Company's financial statements concerning whether the
interest payment was a receivable or had been received.

~I Those documents also included the bonds' CUSIP information, which
Respondents could have used to obtain independent information as to the bonds'
current owners, but Respondents made no attempt to do so.
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13. Respondents failed to perform sufficient procedures to evaluate the
financial statement assertions about the existence of the obligation described in the
Note and the Company's rights relative to that obligation. Again, other than
management representations and documents provided by management, - documents
that Respondents acknowledge that they did not sufficiently understand - Respondents
obtained no audit evidence relevant to evaluating the existence of the obligation or
whether the Company had any related rights. Respondents took no steps to attempt to
clarify the nature and meaning of the documents that they did not understand, or to
determine whether a Washington State court actually had issued a judgment related to
the purported lien debtors, or to determine whether there were any liens on the
purported lien debtors' property. Moreover, Respondents' obtained no evidence of a
$310 million payment as described in the Company's statement of cash flows.

14. Respondents also failed to perform sufficient procedures to evaluate the
valuation of the Note. Respondents obtained representations and documents from
management, had a telephone conversation with a party that Respondents understood
to be the original holder of the Note, and obtained a list of real estate holdings that
Respondents understood to be the property that secured the obligation in the Note.
Respondents took no other steps to evaluate the Company's $310 million valuation
even though (1) Respondents' list of the real estate holdings indicated that the
properties were worth only approximately $60 million; (2) Respondents identified
uncertainty about whether some of those properties were even within the Washington
State court's jurisdiction; (3) Respondents understood that the $40 million that Waatle
had purportedly agreed to pay for the Note had never been paid; (4) Respondents
understood that the Company was only an assignee of the Note for a five-year period;
and (5) Respondents understood that the Company had never received any of the $138
million of interest that had purportedly accrued on the Note.

Non-Cash Activities in Statement of Cash Flows

15. Conversion Solutions' reported several non-cash activities in the financing
activities section of its statement of cash flows, which is contrary to GAAP.1QI Non-cash
activities reported in the statement of cash flows included approximately $771 million in

1QI See SFAS No. 95, paragraph 32.
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accumulated other comprehensive income and $36 million in an entry titled, "Long-Term
Note." Respondents failed to identify and appropriately address this GMP departure.111

Consideration of Fraud

16. Respondents' failures also involved failures to comply with PCAOB auditing

standards concerning responding appropriately to indicators of a risk of material
misstatement due to fraud. An auditor's assessment of such risk should "be ongoing
throughout the aUdit,"lll and an auditor should consider whether the "nature of auditing
procedures performed may need to be changed to obtain evidence that is more reliable
or to obtain adqitional corroborative information.,,131 Respondents not only failed to
perform basic procedures adequately, but also failed to reassess the risks after learning
about numerous facts that, either standing alone or in the context of other facts learned
prior to the audit, warranted heightened scrutiny that should have alerted them to the
possible need to extend or modify the audit tests. After being presented with numerous
warning signs during the audit, such as the failure to inspect either the Venezuelan
bond certificates or the judgment supporting the Note, the Company's failure to receive
any interest contractually due on the Venezuelan Bonds, and the Company's failure to
pay any consideration for either of the two assets, Respondents should have

reassessed whether the nature of auditing procedures performed needed to be changed
to obtain additional or more reliable corroborative information concerning Conversion
Solutions' assets and revenues.141 They failed to do so.

111 An auditor's opinion that an issuer's financial statements are presented in
conformity with GMP must be based on an audit performed in accordance with PCAOB
Standards. PCAOB standards require an auditor to perform audit procedures sufficient
to evaluate the issuer's adherence to GMP. This Order's description of audit failures
relating to GMP departures in an issuer's financial statements necessarily reflects the
Board's judgment concerning the proper application of GAAP. Any such description of
GAAP departures, however, should not be understood as an indication that the
Commission has considered or made any determination concerning the issuer's
compliance with GMP.

121 See § 316.68, Consideration of Fraud in a Financial Statement Audit.

1;1

141

See AU § 316.52.

Id.
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IV.

In view of the foregoing, and to protect the interests of investors and further the
public interest in the preparation of informative, fair, and independent audit reports, the
Board determines it appropriate to impose the sanctions agreed to in Respondents'

Offers. Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 1 05(c)(4 )(A) of the Act and PCAOB Rule 5300(a)(1),

the registration of Thomas Benson is revoked; and

B. Pur.suant to Section 1 05(c)(4 )(B) of the Act and PCAOB Rule 5300(a)(2),

Thomas Benson, CPA is barred from being an associated person of a
registered public accounting firm, as that term is defined in Section 2(a)(9)
of the Act and PCAOB Rule 1001 (p )(i).

ISSUED BY HE BOARD.

L
. Gordon S mour

Secretary

June 29,2007


