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Public Company Accounting Oversight Board

2014 INSPECTION OF R. REHANI & CO. CPAS, P.C.
Preface

In 2014, the Public Company Accounting Oversight Board ("PCAOB" or "the
Board") conducted an inspection of the registered public accounting firm R. Rehani &
Co. CPAs, P.C. ("the Firm") pursuant to the Sarbanes-Oxley Act of 2002 ("the Act").

Inspections are designed and performed to provide a basis for assessing the
degree of compliance by a firm with applicable requirements related to auditing issuers.
For a description of the procedures the Board's inspectors may perform to fulfill this
responsibility, see Part 1.C of this report (which also contains additional information
concerning the PCAOB inspections generally). Overall, the inspection process included
a review of portions of an issuer audit completed by the Firm. This review was intended
to identify whether deficiencies existed in those portions of the inspected audit, and
whether such deficiencies indicated defects or potential defects in the Firm's system of
quality control over audits. In addition, the inspection included reviews of policies and
procedures related to certain quality control processes of the Firm that could be
expected to affect audit quality.

The Board is issuing this report in accordance with the requirements of the Act.
The Board is releasing to the public Part | of the report and portions of Part IV of the
report. Part IV of the report consists of the Firm's comments, if any, on a draft of the
report. If the nonpublic portions of the report discuss criticisms of or potential defects in
the firm's system of quality control, those discussions also could eventually be made
public, but only to the extent the firm fails to address the criticisms to the Board's
satisfaction within 12 months of the issuance of the report.



PCAOB Release No. 104-2014-223A

Inspection of R. Rehani & Co. CPAs, P.C.
October 2, 2014

Public Company Accounting Oversight Board Page 2

PROFILE OF THE FIRM*

Number of offices 1 (New York, New York)
Ownership structure Professional corporation
Number of partners 2

Number of professional staff* 2

Number of issuer audit clients 1

! The information presented here is as understood by the inspection team,

generally as of the outset of the inspection, based on the Firm's self-reporting and the
inspection team's review of certain information. Additional information, including
additional detail on audit reports issued by the Firm, is available in the Firm's filings with
the Board, available at http://pcaobus.org/Registration/rasr/Pages/RASR_Search.aspx.

2 The number of partners and professional staff is provided here as an
indication of the size of the Firm, and does not necessarily represent the number of the
Firm's professionals who participate in audits of issuers.
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PART I
INSPECTION PROCEDURES AND CERTAIN OBSERVATIONS

Members of the Board's inspection staff ("the inspection team") conducted
primary procedures for the inspection from March 18, 2014 to March 20, 2014.3

A. Review of Audit Engagement

The inspection procedures included a review of portions of one issuer audit
performed by the Firm. This review did not identify any audit performance issues that,
in the inspection team's view, resulted in the Firm failing to obtain sufficient appropriate
audit evidence to support its opinion on the issuer's financial statements.

B. Review of Quality Control System

In addition to evaluating the quality of the audit work performed on a specific
audit, the inspection included review of certain of the Firm's practices, policies, and
procedures related to audit quality. This review addressed practices, policies, and
procedures concerning audit performance, training, compliance with independence
standards, client acceptance and retention, and the establishment of policies and
procedures.

C. Information Concerning PCAOB Inspections Generally Applicable to Triennially
Inspected Firms

Board inspections include reviews of certain portions of selected audit work
performed by the inspected firm and reviews of certain aspects of the firm's quality
control system. The inspections are designed to identify deficiencies in audits and
defects or potential defects in the Firm's system of quality control related to the Firm's

3 For this purpose, "primary procedures" includes field work, other review of

audit work papers, and the evaluation of the Firm's quality control policies and
procedures through review of documentation and interviews of Firm personnel. Primary
procedures does not include (1) inspection planning, which is generally performed prior
to primary procedures, and (2) inspection follow-up procedures, wrap-up, analysis of
results, and the preparation of the inspection report, which generally extend beyond the
primary procedures.
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audits. The focus on deficiencies, defects, and potential defects necessarily carries
through to reports on inspections and, accordingly, Board inspection reports are not
intended to serve as balanced report cards or overall rating tools. Further, the inclusion
in an inspection report of certain deficiencies, defects, and potential defects should not
be construed as an indication that the Board has made any determination about other
aspects of the inspected firm's systems, policies, procedures, practices, or conduct not
included within the report.

C.1. Reviews of Audit Work

Inspections include reviews of portions of selected audits of financial statements
and, where applicable, audits of internal control over financial reporting ("ICFR"). For
these audits, the inspection team selects certain portions of the audits for inspection,
and it reviews the engagement team's work papers and interviews engagement
personnel regarding those portions. If the inspection team identifies a potential issue
that it is unable to resolve through discussion with the firm and any review of additional
work papers or other documentation, the inspection team ordinarily provides the firm
with a written comment form on the matter and the firm is allowed the opportunity to
provide a written response to the comment form. If the response does not resolve the
inspection team's concerns, the matter is considered a deficiency and is evaluated for
inclusion in the inspection report.

The inspection team selects the audits, and the specific portions of those audits,
that it will review, and the inspected firm is not allowed an opportunity to limit or
influence the selections. Audit deficiencies that the inspection team may identify include
a firm's failure to identify, or to address appropriately, financial statement
misstatements, including failures to comply with disclosure requirements,* as well as a
firm's failures to perform, or to perform sufficiently, certain necessary audit procedures.

4 When it comes to the Board's attention that an issuer's financial
statements appear not to present fairly, in a material respect, the financial position,
results of operations, or cash flows of the issuer in conformity with applicable
accounting principles, the Board's practice is to report that information to the Securities
and Exchange Commission ("SEC" or "the Commission™), which has jurisdiction to
determine proper accounting in issuers' financial statements. Any description in this
report of financial statement misstatements or failures to comply with SEC disclosure
requirements should not be understood as an indication that the SEC has considered or
made any determination regarding these issues unless otherwise expressly stated.
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The inspection may not involve the review of all of a firm's audits, nor is it designed to
identify every deficiency in the reviewed audits. Accordingly, a Board inspection report
should not be understood to provide any assurance that a firm's audit work, or the
relevant issuers' financial statements or reporting on ICFR, are free of any deficiencies
not specifically described in an inspection report.

In some cases, the conclusion that a firm did not perform a procedure may be
based on the absence of documentation and the absence of persuasive other evidence,
even if the firm claimed to have performed the procedure. AS No. 3, Audit
Documentation ("AS No. 3") provides that, in various circumstances including PCAOB
inspections, a firm that has not adequately documented that it performed a procedure,
obtained evidence, or reached an appropriate conclusion, must demonstrate with
persuasive other evidence that it did so, and that oral assertions and explanations alone
do not constitute persuasive other evidence. In reaching its conclusions, the inspection
team considers whether audit documentation or any persuasive other evidence that a
firm might provide to the inspection team supports a firm's contention that it performed a
procedure, obtained evidence, or reached an appropriate conclusion.

Identified deficiencies in the audit work that exceed a significance threshold
(which is described in Part I.A of the inspection report) are summarized in the public
portion of the inspection report.”

The Board cautions against extrapolating from the results presented in the public
portion of a report to broader conclusions about the frequency of deficiencies
throughout the firm's practice. Individual audits and areas of inspection focus are most
often selected on a risk-weighted basis and not randomly. Areas of focus vary among
selected audits, but often involve audit work on the most difficult or inherently uncertain
areas of financial statements. Thus, the audit work is generally selected for inspection
based on factors that, in the inspection team's view, heighten the possibility that auditing

> The discussion in this report of any deficiency observed in a particular

audit reflects information reported to the Board by the inspection team and does not
reflect any determination by the Board as to whether the Firm has engaged in any
conduct for which it could be sanctioned through the Board's disciplinary process. In
addition, any references in this report to violations or potential violations of law, rules, or
professional standards are not a result of an adversarial adjudicative process and do
not constitute conclusive findings for purposes of imposing legal liability.
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deficiencies are present, rather than through a process intended to identify a
representative sample.

Inclusion of an audit deficiency in an inspection report does not mean that the
deficiency remained unaddressed after the inspection team brought it to the firm's
attention. When audit deficiencies are identified after the date of the audit report,
PCAOB standards require a firm to take appropriate actions to assess the importance of
the deficiencies to the firm's present ability to support its previously expressed audit
opinions. Depending upon the circumstances, compliance with these standards may
require the firm to perform additional audit procedures, or to inform the issuer of the
need for changes to its financial statements or reporting on ICFR, or to take steps to
prevent reliance on previously expressed audit opinions.°

C.2. Review of a Firm's Quality Control System

QC 20, System of Quality Control for a CPA Firm's Accounting and Auditing
Practice ("QC 20"), provides that an auditing firm has a responsibility to ensure that its
personnel comply with the applicable professional standards. This standard specifies
that a firm's system of quality control should encompass the following elements: (1)
independence, integrity, and objectivity; (2) personnel management; (3) acceptance and
continuance of issuer audit engagements; (4) engagement performance; and (5)
monitoring.

The inspection team's assessment of a firm's quality control system is derived
both from the results of its procedures specifically focused on the firm's quality control
policies and procedures, and also from inferences that can be drawn from deficiencies
in the performance of individual audits. Audit deficiencies, whether alone or when
aggregated, may indicate areas where a firm's system has failed to provide reasonable
assurance of quality in the performance of audits. Even deficiencies that do not result in
an insufficiently supported audit opinion may indicate a defect or potential defect in a

6 An inspection may include a review of the adequacy of a firm's compliance

with these requirements, either with respect to previously identified deficiencies or
deficiencies identified during that inspection. Failure by a firm to take appropriate
actions, or a firm's misrepresentations in responding to an inspection report, about
whether it has taken such actions, could be a basis for Board disciplinary sanctions.
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firm's quality control system.” If identified deficiencies, when accumulated and
evaluated, indicate defects or potential defects in the firm's system of quality control, the
nonpublic portion of this report would include a discussion of those issues. When
evaluating whether identified deficiencies in individual audits indicate a defect or
potential defect in a firm's system of quality control, the inspection team considers the
nature, significance, and frequency of deficiencies;® related firm methodology, guidance,
and practices; and possible root causes.

Inspections also include a review of certain of the firm's practices, policies, and
processes related to audit quality, which constitute a part of the firm's quality control
system. This review addresses practices, policies, and procedures concerning audit
performance, training, compliance with independence standards, client acceptance and
retention, and the establishment of policies and procedures.

END OF PART |

! Not every audit deficiency suggests a defect or potential defect in a firm's

quality control system.

8 An evaluation of the frequency of a type of deficiency may include
consideration of how often the inspection team reviewed audit work that presented the
opportunity for similar deficiencies to occur. In some cases, even a type of deficiency
that is observed infrequently in a particular inspection may, because of some
combination of its nature, its significance, and the frequency with which it has been
observed in previous inspections of the firm, be cause for concern about a quality
control defect or potential defect.
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PORTIONS OF THE REST OF THIS REPORT ARE NONPUBLIC AND ARE OMITTED
FROM THIS PUBLIC DOCUMENT
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PART Il

* k% % %

Issues Related to Quality Controls
1. Design of Quality Control System
a. Knowledge of Regulatory Requirements

The Firm's system of quality control appears not to provide sufficient assurance
that the Firm has an appropriate understanding of basic, relevant regulatory
requirements. The inspection team reported that the Firm was unaware that the
Commission requires issuers to obtain a review of interim financial information by an
independent accountant before the issuer files a quarterly report containing such
information.® PCAOB standards cite that requirement in connection with setting out
standards for the auditor's review of such information.’® The inspection team reported
that although the Firm was aware of instances in which an issuer audit client filed
quarterly reports with the Commission that included interim financial information that
had not been reviewed, the Firm, due to its lack of understanding of relevant
requirements, took no action, such as addressing the matter with the issuer or
considering other steps that may be required when an auditor becomes aware of
possible illegal acts, as set out in section 10A(b) of the Securities Exchange Act of 1934
and in AU 317, lllegal Acts by Clients. [Issuer A]

b. Audit Policies, Procedures and Methodologies, Including Training

The Firm's system of quality control appears not to provide sufficient assurance
that relevant partners of the Firm participate in continuing professional education and
other professional development activities that enable them to fulfill their responsibilities
in audits of issuers in accordance with QC 20. Specifically, the Firm does not have a
system in place to ensure that individuals assigned to issuer audit work receive periodic

° The Commission requirement, as it applies to smaller reporting companies

such as Issuer A, is included in Rule 8-03 of Regulation S-X, 17 C.F.R. § 210.8-03.

10 See paragraph .03 of AU 722, Interim Financial Information.



PCAOB Release No. 104-2014-223A

Inspection of R. Rehani & Co. CPAs, P.C.
October 2, 2014

Public Company Accounting Oversight Board Page 10

technical training related to GAAP, PCAOB standards, and SEC reporting requirements,
rules, and regulations.

2. Audit Performance
Independence Communications

The Firm's system of quality control appears not to provide sufficient assurance
that the Firm will provide to the audit committee, or equivalent, required independence
communications in accordance with PCAOB Rule 3526, Communication with Audit
Committees Concerning Independence. [Issuer A]

3. Independence

The Firm's system of quality control appears not to provide sufficient assurance
that the Firm will comply with independence requirements. As described in Part I.B
below, the inspection team reported that, in one engagement reviewed, the Firm
appeared not to have satisfied independence criteria. [Issuer A]

* % % %
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PART IV
RESPONSE OF THE FIRM TO DRAFT INSPECTION REPORT

Pursuant to section 104(f) of the Act, 15 U.S.C. § 7214(f), and PCAOB Rule
4007(a), the Firm provided a written response to a draft of this report. Pursuant to
section 104(f) of the Act and PCAOB Rule 4007(b), the Firm's response, minus any
portion granted confidential treatment, is attached hereto and made part of this final
inspection report.**

1 The Board does not make public any of a firm's comments that address a
nonpublic portion of the report unless a firm specifically requests otherwise. In some
cases, the result may be that none of a firm's response is made publicly available. In
addition, pursuant to section 104(f) of the Act, 15 U.S.C. § 7214(f), and PCAOB Rule
4007(b), if a firm requests, and the Board grants, confidential treatment for any of the
firm's comments on a draft report, the Board does not include those comments in the
final report at all. The Board routinely grants confidential treatment, if requested, for any
portion of a firm's response that addresses any point in the draft that the Board omits
from, or any inaccurate statement in the draft that the Board corrects in, the final report.
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July 7 2014

To: PCAOB
Richard Wei

Re: Public Response to Draft Report for “R. Rehani & Co., CPAs, P.C.»

Dear Mr. Wei
PART 11 1(a) ~ RESPONSE (PUBLIC)

As stated in the facts, our firm was unaware the issuer released 10-Q filings for
the interim periods ended September 30, 2011 and March 31, 2012. Going forward, any
10-Q that is released by the issuer of which our firm is engaged in any audit or assurance
services with, we will restrict the 10-Q filings to independent reviews as opposed to
compilations. If the issuer releases non-independent quarterly reports without the firm’s
knowledge or consent, or firm will withdraw from the engagement(s) and possibly take
further legal action,

PART I -2 - AUDIT PERFORMANCE - RESPONSE (PUBLIC)

There was no audit committee or equivalent to report any required independence
requirements 10. This was a one employee company. Going forward, the firm will not
conduct or issue any independent report(s) for issuers without independent audit
committees’.  We would like to bring to the public’s attention that the issuer had no
business activity with only three balance sheet account comprising of cash, stockholder’s
equity, and retained earnings.

PART 11 2(b) ~ RESPONSE (PUBLIC)

As stated in the findings, while our firm’s partners met the New York State
continuing education requirements, we did not meet the continuing education accounting
and auditing requirements. Going forward we will ensure thal we are current in our
continuing education requirements concurrently with New York State requirements.
PART II (B) INDEPENDENCE — RESPONSE (PUBLIC)

The issuer’s staff comprised of one person who did not have the expertise or credentials

to produce the issuer’s financial statement reports. Our firm furnished the issuer with a
template to aid the issuer in completing the financial statements. Once the issuer
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completed the financial statements using our template, we reviewed the statements and
communicated with the issuer our comments and questions. In future engagements, we
will not furnish the issuing company templates or other aides in producing financial
statements. If the issuer cannot furnish financial statements, we will withdraw from the
engagement, ' ' ' :

Very truly yours,

e

Ranjan Rehani, C.P.A.
Managing Partner






