
 
 
 
 
 
 

 
By this Order, the Public Company Accounting Oversight Board (the "Board" or 

"PCAOB") is (a) censuring Uma D. Basso, CPA ("Basso" or "Respondent"); (b) for a 
period of two years, limiting her activities in connection with audits, as that term is 
defined in Section 110(1) of the Sarbanes-Oxley Act of 2002, as amended (the "Act"), 
by prohibiting her from serving in the role of engagement partner or engagement quality 
reviewer; and (c) requiring that she complete forty (40) additional hours of continuing 
professional education in subjects that are directly related to the audits of issuer 
financial statements under PCAOB standards.  The Board is imposing these sanctions 
on the basis of its findings that Basso violated PCAOB rules and auditing standards in 
connection with the audits of two issuer clients. 

I. 

The Board deems it necessary and appropriate, for the protection of investors 
and to further the public interest in the preparation of informative, accurate and 
independent audit reports, that disciplinary proceedings be, and hereby are, instituted 
pursuant to Section 105(c) of the Act, and PCAOB Rule 5200(a)(1) against Basso. 

II. 

In anticipation of the institution of these proceedings, and pursuant to PCAOB 
Rule 5205, Respondent has submitted an Offer of Settlement (the "Offer") 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 Respondent and the subject matter of these proceedings, which is 
admitted, Respondent consents to the entry of this Order Instituting Disciplinary 
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Proceedings, Making Findings, and Imposing Sanctions (the "Order") as set forth 
below.1/  

III. 

On the basis of Respondent's Offer, the Board finds2/ that: 

A. Respondent 

1. Uma D. Basso ("Basso"), 42, of Coral Springs, Florida, is a certified public 
accountant licensed under the laws of Florida (License No. AC0038893).  At all relevant 
times, Basso was a partner at the registered public accounting firm Jewett, Schwartz, 
Wolfe & Associates, P.L. ("JSW").3/  Basso was 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).  For the two issuer audits discussed below, Basso served in the role of 
audit manager, under the supervision of Lawrence H. Wolfe, the engagement partner 
for those audits.4/  Basso was responsible for supervising the junior professional staff 
performing those audits. 

                                                 
1/  The findings herein are made pursuant to the Respondent's Offer and are 

not binding on any other person or entity in this or any other proceeding.   

2/ The sanctions that the Board is imposing on Respondent in this Order 
may be imposed only if a respondent's 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 Respondent's 
conduct described in this Order meets the condition set out in Section 105(c)(5), which 
provides that such sanctions may be imposed in the event of (A) intentional or knowing 
conduct, including reckless conduct, that results in violation of the applicable statutory, 
regulatory, or professional standard; or (B) repeated instances of negligent conduct, 
each resulting in a violation of the applicable statutory, regulatory, or professional 
standard.   

3/  See Jewett, Schwartz, Wolfe & Associates, P.L., PCAOB Release No. 
105-2012-004 (September 7, 2012). 

4/  See Lawrence H. Wolfe, CPA, PCAOB Release No. 105-2012-005 
(September 7, 2012). 
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B. Summary 

2. As detailed below, Basso violated PCAOB rules and PCAOB auditing 
standards in connection with the audits of two issuers' financial statements for the year 
ended December 31, 2008.  In both of those audits, Basso failed to perform or ensure 
the performance of adequate audit procedures on material accounts; and failed to 
properly supervise the engagement team personnel who, together with Basso, 
performed most of the work on the audits.   

C. Respondent's Violations of PCAOB Rules and Auditing Standards 
 

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 
with the Board's auditing and related professional practice standards.5/  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.6/  Among other things, PCAOB standards require that an auditor 
exercise due professional care, exercise professional skepticism, and obtain sufficient 
competent evidence to afford a reasonable basis for an opinion regarding the financial 
statements.7/  PCAOB standards also prohibit an auditor from relying on management 
representations as a substitute for performing audit procedures necessary to afford a 
reasonable basis for an opinion on an issuer's financial statements and require an 
auditor to investigate when management representations are contradicted by other audit 
evidence.8/ 

4.  PCAOB auditing standards also require that audits be adequately 
planned and assistants be properly supervised.9/  Supervision includes "directing the 
                                                 

5/  See PCAOB Rules 3100, Compliance with Auditing and Related 
Professional Practice Standards, and 3200T, Interim Auditing Standards. 

6/  AU § 508.07, Reports on Audited Financial Statements.  All references to 
PCAOB auditing standards in Section III of this Order are to the versions of those 
standards in effect for the two audits at issue. 

7/  AU § 150.02, Generally Accepted Auditing Standards; AU § 230, Due 
Professional Care in the Performance of Work; AU § 326, Evidential Matter. 

8/  See AU § 333, Management Representations. 

9/  AU § 311, Planning and Supervision. 
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efforts of assistants who are involved in accomplishing the objectives of the audit," 
reviewing their work, and "determining whether th[e] objectives [of the audit] were 
accomplished."10/  In reviewing the work of assistants, an auditor should take care to 
both "determine whether it was adequately performed and to evaluate whether the 
results are consistent with the conclusions to be presented in the auditor's report."11/     

Audit of DRG's 2008 Financial Statements  

5. At all relevant times, Dynamic Response Group, Inc. ("DRG") was a 
Florida corporation with its headquarters in Miami, Florida.  The company's public filings 
disclosed that it marketed, developed and distributed personal development, wellness 
and entertainment consumer goods and services.  DRG's common stock was registered 
under Section 12(g) of the Exchange Act and was quoted on the OTC Bulletin Board.  
At all relevant times, DRG was an issuer as that term is defined by Section 2(a)(7) of 
the Act and PCAOB Rule 1001(i)(iii).   

6. JSW issued an audit report dated March 10, 2009, in which it expressed 
an unqualified opinion on DRG's financial statements for the year ended December 31, 
2008.  The report was included in a Form 10-K that DRG filed with the Commission on 
April 15, 2009.  The audit report, which included a going concern explanatory 
paragraph, stated that, in JSW's opinion, DRG's 2008 financial statements presented 
fairly, in all material respects, the company's financial position in conformity with US 
GAAP, and that JSW's audit was conducted in accordance with PCAOB standards.   

7. Basso served in the role of manager for the DRG audit, and she was 
responsible for planning substantial portions of the audit and for supervising the two 
junior JSW staff members who, together with Basso, performed most of the work on the 
audit.  Basso failed to comply with applicable PCAOB standards in connection with 
JSW's audit of DRG's 2008 financial statements. 

8. DRG reported in the notes to its 2008 financial statements that it had 
incurred advertising expenses during 2008 and that it had capitalized approximately 
$840,000 of those expenses as "direct response advertising" pursuant to AICPA 
Statement of Position ("SOP") 93-7, Reporting on Advertising Costs (December 29, 
1993).  DRG's capitalized direct response advertising balance for 2008 represented an 

                                                 
10/  AU § 311.11. 

11/  AU § 311.13. 
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increase of over 350% from the prior year and constituted 21% of DRG's total reported 
assets.   

9. SOP 93-7 provides that a company may only capitalize advertising 
expenses as direct response advertising if (1) the primary purpose of the advertising "is 
to elicit sales to customers who could be shown to have responded specifically to the 
advertising;" and (2) the advertising "results in probable future benefits."12/  In addition, 
SOP 93-7 states that direct response advertising costs reported as assets are to be 
"amortized on a cost-pool-by-cost-pool basis over the period during which the future 
benefits are expected to be received."13/   

10. During the 2008 audit, Basso failed to exercise due professional care and 
failed to obtain, or ensure that the engagement team obtained, sufficient audit evidence 
to conclude that DRG was appropriately capitalizing, as opposed to expensing, the 
costs it reported as direct response advertising.14/  Specifically, Basso failed to obtain, 
or ensure that the engagement team obtained, audit evidence indicating that sales were 
to customers responding specifically to the advertising.  Nor did Basso obtain, or ensure 
that the engagement team obtained, sufficient competent audit evidence indicating that 
the advertising would result in probable future benefits to DRG.  In addition, Basso 
failed to perform, or ensure the performance of, any procedures to evaluate whether 
DRG was appropriately amortizing the amounts it capitalized as direct response 
advertising.  Indeed, JSW's work papers include a schedule, provided by DRG and 
reviewed by Basso, indicating that the company was not amortizing those amounts.   

11. During the 2008 audit, Basso also failed to exercise due professional care 
and failed to obtain, or ensure that the engagement team obtained, sufficient competent 
evidential matter concerning promissory note obligations that represented 
approximately 21% of DRG's total reported liabilities.  In the notes to the financial 
statements, DRG reported that the maturity dates on its promissory notes had been 
extended until late 2010 and early 2011.  Confirmations included in JSW's work papers, 
however, indicated that DRG's promissory notes matured in 2009.  Basso reviewed 
those confirmations and failed to take any steps, or ensure that the engagement team 
took any steps, to reconcile the disclosures in the financial statements with the 

                                                 
12/  SOP 93-7 at ¶ .33; see also SOP 93-7 at ¶ .26a. 

13/  Id. at ¶ .46. 

14/  See AU § 230; AU §§ 326.01, .25. 
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contradictory information contained in the work papers.15/  Basso also failed to perform, 
or ensure the performance of, audit procedures to evaluate whether the outstanding 
note balance was complete, and whether the notes were properly classified, described, 
and disclosed as current liabilities. 

Audit of ADS's 2008 Financial Statements  

12. American Defense Systems, Inc. ("ADS") is a Delaware corporation with 
its headquarters in Hicksville, New York.  The company's public filings disclose that it 
develops defense and security products.  ADS's common stock is registered under 
Section 12(b) of the Exchange Act and is quoted on the American Stock Exchange.  At 
all relevant times, ADS was an issuer as that term is defined by Section 2(a)(7) of the 
Act and  PCAOB Rule 1001(i)(iii).   

13. In April 2009, JSW issued an audit report in which it expressed an 
unqualified audit opinion on ADS's financial statements for the year ended December 
31, 2008.  The report was included in a Form 10-K that ADS filed with the Commission 
on April 15, 2009.  The audit report stated that, in JSW's opinion, ADS's 2008 financial 
statements presented fairly, in all material respects, the company's financial position in 
conformity with US GAAP, and that JSW's audit was conducted in accordance with 
PCAOB standards. 

14. Basso also served in the role of manager for the ADS audit, and she was 
again responsible for planning substantial portions of the audit and for supervising the 
junior JSW staff member who, together with Basso, performed most of the work on the 
audit.  Basso failed to comply with applicable PCAOB standards in connection with 
JSW's audit of ADS's 2008 financial statements. 

15. Basso failed to exercise due professional care and failed to obtain, or 
ensure that the engagement team obtained, sufficient competent evidential matter as to 
the existence and valuation of ADS's accounts receivable.16/  As of year-end 2008, 
those receivables represented approximately 30% of ADS's current assets and 20% of 
its total assets, and ADS maintained no allowance for doubtful accounts.   

16. During the audit, Basso concluded that sending confirmations to ADS's 
customers would be ineffective and, accordingly, planned to review subsequent cash 

                                                 
15/  See AU § 333.04; see also AU § 326.25. 

16/  See AU § 230; AU §§ 326.01, .25. 
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receipts to test ADS's accounts receivable balance.17/  However, the subsequent cash 
receipts testing was inadequate.  First, the testing was not completed until several 
months after JSW issued its audit report.  Second, although JSW's work papers indicate 
that ADS had collected certain receivables after year-end 2008, in fact, Basso was 
aware that some of those receivables were still outstanding as of June 30, 2009.   

IV. 

In view of the foregoing, and to protect the interests of investors and further the 
public interest in the preparation of informative, accurate, and independent audit 
reports, the Board determines it appropriate to impose the sanctions agreed to in 
Respondent's Offer.  Accordingly, it is hereby ORDERED that: 

 
A. Pursuant to Section 105(c)(4)(E) of the Act and PCAOB Rule 5300(a)(5), 

Uma D. Basso, CPA is hereby censured; 
 
B. Pursuant to Section 105(c)(4)(C) of the Act and PCAOB Rule 5300(a)(3), 

for a period of two (2) years from the date of the issuance of this Order, 
Uma D. Basso, CPA's role in any "audit," as that term is defined in Section 
110(1) of the Act, shall be restricted as follows:  Basso shall not (1) serve 
as the "engagement partner," as that term is used in the Board's Auditing 
Standard No. 10, Supervision of the Audit Engagement; (2) serve as the 
"engagement quality reviewer," as that term is used in the Board's 
Auditing Standard No. 7, Engagement Quality Review; (3) serve in any 
role that is equivalent to engagement partner or engagement quality 
review partner, but differently denominated (such as "lead partner," 
"practitioner-in-charge," or "concurring partner"); or (4) exercise authority 
either to sign a registered public accounting firm's name to an audit report, 
or to consent to the use of a previously issued audit report, for any issuer, 
broker or dealer; and 

 
C. Pursuant to Section 105(c)(4)(F) of the Act and PCAOB Rule 5300(a)(6), 

Uma D. Basso, CPA is required to complete, within two (2) years from the 
date of the issuance of this Order, forty (40) hours of continuing 

                                                 
17/  Under PCAOB standards, “there is a presumption that the auditor will 

request the confirmation of accounts receivable during an audit,” though certain 
exceptions apply, one of which is that confirmations would be ineffective.  See AU § 
330.34, The Confirmation Process.   
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professional education ("CPE") in subjects that are directly related to the 
audits of issuer financial statements under PCAOB standards (such hours 
shall be in addition to, and shall not be counted in, the CPE that she is 
required to obtain in connection with any state CPA licenses).  

 
 
 
 

 

 

 

ISSUED BY THE BOARD. 
 
/s/ Phoebe W. Brown 
________________________ 
Phoebe W. Brown 
Secretary 
 
September 7, 2012 


